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I.      Purpose of Mission 

1.      The purpose of the mission was two-fold:  in preparing for the Global 

Consultation Meeting on Pood Processing - scheduled for 198O - it  is 

necessary to ascertain the position of food-processing multinational firms 

vis-a-vis the new concept of the consultation system in general,  and the 

food-processing consultation meeting in particular.     It should he borne in 

miad that as early as 198O large food will account for over 50 per cent of 

food industry production.    The first objective of the mission was,  there- 

fore,  to informally approach a number of major multinational firms based 

in the Sew York City area with a high food sales component.    The 

attitudes of these firms  (see listing below) will be tested on: 

.    The industrial adjustment and re-etructurdng policies being 

pursued by UNDO in conformity with the Lima mandate; 

. The overall objective of the system of consultations, with 

particular emphasis on the preparation for the forthcoming 

Consultation Meeting on the Pood-Processing Industries  (198O); 

.    The possibility or acceptability of designing an agreed guide- 

line of principles for reoperation between the large food firms 

and developing countries. 

2.       The second objective of the mission was to review with the Centre on 

Transnational Corporations (CTC) the status of their research on trans- 

national corporations  (TNCs) in food and beverage industries which is being 

finalized for the Fifth Session of the Commission,   14-25 May 1979,  and to 

determine whether the CTC is in a position to orient its paper on food and 

•/... 
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beverage industries towards practical issues for consideration at the 

Consultation Meeting, namely,   the identification of areas where concrete 

co-operation schemes could "be realistically envisaged between the major 

TNCs and the developing countries«    In addition,  at the request of UNIDO, 

information was obtained on  CTC's  future work programme in various sectors 

of interest to UNIDO. 

II.    Persons Contacted 

A.    Multinational Firms 

Company and Official 
Contacted 

Corn Products Corp. 
International 
(CPC InternationaL) 

. Mr.  H.P.  Harris, 
Vice-President, 
Assistant to 
Chairman 

Total 
Sales 

(Billion S) 

2.8 
of which 

2.6 
food sales 

Pood Product Areas, 
Major Subsidiaries, 
Divisions,  Groups 

Investment 
in Foreign 
Countries- 

Grain milling,  canning, 
bakery, sugar,  fats/oils, 
prepared foods, beverages 
(Best Foods) 

41 

Nabisco,   Inc. 

. Dr. Mourad Megally, 
Director of 
Operations: 
Africa-Middle East 

2.073 
of which 

1.857 
food sales 

Bakery, dairy,  canning, 
grain milling,  sugar/ 
confectionery, prepared 
foods 

20 

Borden,   Ine« 

• Ms« Adrienne Glasgow, 
Manager 
International Finance 

3.4 
of which 

2.0 
food sales 

Dairy, canning, bakery, 
sugar/confectionery, 
beverages, prepared foods 
(Borden Foods, Borden 
Dairy and Services) 

25 

Reference to  "multinational  firms" in this report is limited to those firms 

mentioned above. 

./>•« 
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B.    UN Centre on Transnational Corporations   (CTC) 

.    Mr. 0. Feissel,   Associate Director 
XJS Centre on 'Transnational Corporations 

.    Mr. Arthur DonrLke,   Senior TSC Officer 
UN Centre on Transnational Corporations 

C.    Other 

. Mr. Walter ¥•  Simons,  Executive Director 
Industry Council for Development   (ICD) 

« 821 UN Plaza,  New York, N.T. 10017 

3.        The Industry Council for Development   (ICD) is the "unofficial" 

successor to the now defunct PAO Industry Co—operative Programme.     It is 

a non-profit organization comprising 31  companies from market and 

centrally-planned economies in developed and developing countries.    They 

include Booker, McComell,  Cyanamid, Fiat,   Bucatex (Brazil), Kraft,   Sic, 

Mas8ey-Ferguson, Merck,  Nestle Alimentaria,   Packages Ltd.   (Pakistan), 

Polservice, Foreign Trade Enterprises  (Poland),  and others  (see complete 

list and prospectus of  ICD, and letter from Mr. Waldheim to Sir George Bishop 

attached as Annex 1).        Their main objective is managerial and 

technological help through the direct provision of expertise from industry 

to governments, with the aim of facilitating the solution of practical 

industrial development problems by maintaining a dialogue between industry 

and governments in the developing countries«    This objective is carried out 

by country missions,  and expert working groups;  the latter is formed on a 

sectoral basis - for example: for agricultural machinery a farm 

mechanization group has been set up by the  ICD which is co-ordinated by 

H.A.R. Powell,  Chairman,  Massey-Perguson Ltd.,  Holdings Ltd.,   London.    This 

group is actively interested to co-operate with UNIDO in both the preparatory 

and the consultation phase of the UNIDO Agricultural Machinery Consultation 
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Meeting.    Discussions should be initiated by UNUX) with the Massey- 

Perguson group,   if not already started. 

4.      It is recommended that the ICT with its industry membership could 

become an effective "sounding board" for the system of consultations 

and obtain a direct and effective dialogue with different branches of 

industry and a greater exposure to the system of consultations thus 

establishing a continuing dialogue with major industrial firms on an 

activity which has generally received their conditional support 

(see below). 

III.    Conclusions and Findings 

A.    Food processing multinational companies and possibilities of 

their contribution to the consultation process 

i.    Gemerai reaction to the system of consultations and its 

objectives 

5» The overall reaction was favourable;   the oft-heard comment was 

that tfflHX),s main role as far as relations between food multinationals 

and developing countries is concerned, is to attempt to harmonize or re- 

concile the profit-oriented motive of business with developing governments 

objectives»    This process will be a long one,  and there was general agree- 

ment that the UHIDO approach is a sound one.    Host films emphasized the 

sodai by-products of their activity, and the benefits of income re- 

distribution. 

ii«    Areas of possible co-operation with developing countries 

6. With UNIDO acting as a "catalytic agent" multinational firms 

have expressed their willingness to co-operate in identifiable areas of 
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the food-pro ceasing industries: these axe know-how and technology, storage 

and distribution, packaging (for local consumption), local marketing, etc. 

These activities can be rendered through technical assistance consultants, 

joint ventures,  sub-contracting,  etc. 

iii»    Negative aspects for the developing countries 

7. Most of the multinationals interviewed, clearly indicated that 

development and expansion of food-processing capacities should be aimed 

mainly at satisfying local consumption needs,  and not oriented towards 

exports»    Most developing countries,  on the other hand, place a priority on 

exports as a means to improve their foreign currency reserve position; 

although this may have no lasting effect on improving local food consumption 

or the nutritional content.    One multinational, however,   (Borden  Inc.) 

stated that it will consider possibilities for third-country exporting. 

3. Developing countries liave stressed the need for the integrated 

agro-industry approach and the strengthening of the links between agriculture 

and industry, mainly by ensuring agricultural production of an adequate supply 

and of high quality.    All firms interviewed were most reluctant to enter into 

agricultural production through large land purchases, development of special 

seed varieties,  quality grading,  etc»    Experiences so far have shown that 

involvement of multinationals in farm production management have been 

unsuccessful due to changing local requirements for land exploitation. 

iv.    Basic prerequisite for investing in a developing country 

9» Several multinationals stressed the basic prerequisite for investing 

in a developing country: the existence of a vigorous local market potential, a 

cash economy, stable political and legal systems» Ih replying to queries as to 

implications of over-sophisticated products using high food-processing technologies, 
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most firms contacted seemed prepared to adjust to local requirements as far as 

simple,  adapted product development is concerned using a mix of labour- 

intensive and capital-intensive technologies.    All firms approached felt 

that  there is a lack of ground rules for cooperation between them and 

the developing countries and  the filling of this void by UNIDO will 

facilitate a more intensified  collaboration between them and the developing 

countries» 

v.    Major areas of cooperation 

10» The major areas of cooperation between multinational firms and 

developing countries could be in identifying broad principles or a 

framework for industrial co-operation between the two parties concerned, 

taking into account their mutual interests.    First,  the areas of industrial 

cooperation will have to be defined  (i.e. technology,   storage and distribution, 

packaging);  this will be followed by model guidelines for cooperation in each 

area identified and if possible,   a model contract covering the terms, 

conditions of such cooperation.     It is recommended that UNIDO organizes an 

expert task force consisting of legal experts from developing countries, 

representatives of m.ltinational companies to review existing contractual 

arrangements and practices between multinationals and developing countries, 

and propose a general framework or guideline for collaboration between them, 

identifying those areas of food processing that are less likely to raise 

divergent views.    At a second stage,  a draft model contract will be prepared 

for consideration at the Consultation Meeting. 

•/• • • 
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vi. Third world multinationals as a new force and -. 

viable alternative in the development process 

11.    Taere is   growing evidence that the expansion of the activities 

of third world, multinationals is 'becoming a viable, new force for 

regional and inter—regional cooperation •     This new phenomenon requires 

increasing attention by OIíIDO.   The third world multinationals are 

spearheaded by such  countries as South Korea,  Brazil, Mexico,  Venezuela, 

Philippines,   India,   Saudi Arabia who are resource—rich,   labour-rich 

or market-rich developing countries.    As regards agro—industry,  it is 

significant that the 25-nation SELA has recently endorsed the 

establishment of multinationals in Central and South America with 

priority being given to agro-business (and selected capital goods, 

low-cost housing,   erte«) -' 

l/ For an interesting treatment of this subject,  please refer to 
"The Rise of Third World Multinationals "by David A. Heenan and 
Warren J. Keegan  in the Harvard Business Review, Jan.-Feb. 1979 
pp. 101 to  109 
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13. 

B«    Cooperation with the Centre on Transnational Corporations   (CTC) 

(i) on the food-processing sector  (ii)  other sectors   (iii)  other matters 

(i ) Pood-processing sector 

12. Discussions with the CTC centered on their programme of research 

on the TJJCs in the food and "beverage industries.    The CTC report on the 

sector now being finalized  (draft to te completed in July) will comprise 

of three main sections   (also  pleaee see Annex '¿)' 

• Pood processing industries and developing countries 

.    Structure and TNC participation  m world food processing 

industries 

.    Impacts of food industry THCs in developing countries. 

While the report appears to be an analysis of the structure of 

TNCs in the food industry sector,  its thrust seems to be the rinimization 

of the adverse economic and social affects of TNCs»  activities in the 

developing countries. 

14« The CTC is already aware of the system of consultations and the 

issues to be considered at the Consultation Meeting on Pood Processing in 

1980.    In this connexion,  it was suggested that two aspects of the  CTC 

study could be strengthened or  elaborated to address itself to two  questions 

so that a meaningful discussion could be generated at the Consultation 

Meetings 

• What are the specific negotiating options available to 

developing countries vis-à-vis the TNCs in the food industry 

sector and the range of issues the developing countries have 

to consider;  and 
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.  Could agreed model guidelines or prototype contracts for 

joint ventures be designed for attracting investments by 

TFCa in establishing complete food-processing plants in 

úuveloping countries, and which take account of the 

interests of both parties? 

15«     The CTC agreed that these are aspects which could be included in the 

third section of the paper entitled "Impact of the food industry OTCs in 

developing countries". 

16. Another useful input in the CTC study is a comprehensive review of 

the corporate profile of leading TMC firms in the food-industry branch. 

17. Future studies of food industry TNCs will include specific sub- 

sectors such as fisheries, sugar industries,   and daii/ products. 

(ii )    CTC*s research programme in other sectors 

18. In preparations for the Fifth Session of the Commission on Transnational 

Corporations  (14-25 May 1979)»  the CTC is undertaking a varied research 

programme in several areas/sectors  (please refer to Annex   3   "Topics for 

farther research", Report of the Secretariat,  E/C.IO/56 of 12 March 1979)« 

Of special interest to the Negotiations Section are the reports on: 

Extractive industries  (April 1978 - being revised); Pharmaceuticals (Marcii 1979) and 

TlTCs in least developed countries* 

(iii)    Other matters discussed with the CTC 

19«    .    The next  issue of the CTC report  (flo.  7)  has been delayed and will be 

issued middle May; 

»    Regarding CTC*s future programme,  please refer to Annex 3» 

.    A full set of documents for the Fifth Session of the Commission was not 

available  (with the exception of Annex 3). 
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Company Member/A 1ternate Address HQs 

AGRIP-AGROBER 

AUTOMATED BUILDING 
COMPONENTS INC. 

BOOKER McCONNELL 
LTD. 

BRIAU S.A. 

CHEMAP A.G. 

COMPAGNIE  DU   NORD 

CPC   INTERNATIONAL 
INC. 

Mr.   K.   Kasareczki 
General  Manager 
Agrober 

Dr.   J.   Szabo 
Director 
Agrip 

Mr.   J.G.   Stokes 
Vice President 

Sir George   Bishop 
Chairman 

Mr.   J.   Darles 
Président   Directeur 
général 

Dr. H. Müller 
Chairman 

Mr.   H.S.   Bondi 
Marketing   Manager 
Chemical   Dept. 

Mr. R. Violot 
Directeur des 
Recherches   Econom. 

Mr.  W.   Kniep 
Executive  Vice- 
President   and 
President 
CPC Europe   Ltd. 

Mr.   H.F.   Harris 
Vice-President 
Assistant   to the 
Chairman 

1502 Budapest   112 
Tel:   260-640 
Telex:   22586S 
Cable:   MEZOGEP'T'ROSZ'! 

Yorkshire  House 
5th Floor 
St.   George's   Terrace 
Perth,  WA  60 00 
Tel:   322   4368 
Telex:   92190 

99  BishoDsgate 
London EC2M   3XD 
Tel:   (01)   248   8051 
Telex:   888   169 
Cable:   CONSIDERER 

Hungary 

USA 

UK 

B.P.   43 
37009 Tours 
Tel:   (47) 

France 
CEDEX 

Telex: 
613 

750729 
~8TT 
F 

415 Alte Landstrasse    Switzerland 
8 708 Männedorf 
Tel:   922   11   01 
Telex:   75508 
Cable:   SERVOCHEMIE 

21  rue Laffitte France 
75 Paris  9ème 
Tel:   247   8247 
Telex:   28952 
Cable:   ROTHBANK 

149 Avenue  Louise USA 
B.P.   13 
1050 Brussels   B 
Tel:   538  8030 
Telex:   22121 
Cable:  MAIZENA 
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Company Member/Alternate Address HQs 

CYANAMID INTERN. Mr. S.H. Doggett 
Deputy Director of 
Administration 

Berdan Avenue 
Wayne, N.J. 07470 
Tell (201) 331 1234 
Telex: 13 04 00 
Cable: CYANAMID NYK 

USA 

DANISH TURNKEY 
DAIRIES   LTD. 

Mr. J.B. Jensen 
Managing Director 

P.O.   Box  146 
DK-8100  Aarhus C 
Tel:    (06)   124   155 
Telex: 
Cable: 

64541 
DAIRYKEY 

Denmark 

DREVARSKY   PRUMYSL 
(TIMBER  INDUSTRY) 

Mr.   Zdenek Novotny 
Director-General 

Na Florenci  7 
Prague   1,  PSC 111  71 
Tel:    244   241 
Telex:   121  146 

Czechoslovaki. 

(DPTR-C) 

EDCATEX S.A. Mr. R. Maluf 
President 

P.O. Box 1683 
Sao Paulo 
Tel: 51 91 08 
Telex: 112 3154 
Cable: EUCATEX 

Brazil 

Dr. O. Bailarín 
Member of the 
Board 

Rua Bauru 205 
01248 Sao Paulo 
Tel: 25é 1122 
Cable: OBALLARIN 

SAO PAULO 

FIAT Mr. C. Sacchi 
Manager 

Italy 

Mr. V. Bonisconti Telex: 220026 

FONDATION MARCEL 
ME RIEUX 

Dr. Ch. Mèrieux 
Président 

17 rue Bourgelat 
69002 Lyon 
Tel: 37 56 66 
Telex: 31627 

France 

GRANDS MOULINS 
DE PARIS 

Mr. P. Vilgrain 
Directeur Général 

15 rue Croix-des- 
Petits-Champs 
75021 Paris 01 

France 

Mr.   J.L.   Vilgrain 
Directeur 

Tel:   233 4412 
Telex:   21838 
Cable:   MINOTEL 
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Company Member/Alternate Address HQs 

INTERNATIONAL 
MINERALS   &   CHEMICAL 
CORPORATION 

KLOECKNER-HUMBOLDT 
DEUTZ  A.G. 

KRAFT INC. 

Mr. N. Schenet 
Vice-President 
Corporate Social 
Affairs 

Mr. P.W. Schutz 
Executive Vice- 
President 

Mr. M. Hopf 
Managing Director 

Mr. H. Kohlhaas 
President 

2 315 Sanders Road   USA 
Northbrook, IL 60062 

HT21 Tel: 
Telex 25 

564 8600 
37 97 

Deutz-Mülheimerstr. 
P.O. Box 8005 09 
5-Koln 80 
Tel: 822 2831 
Telex: 08 87 32 01 
Cable: DEUTZMOTOR 

Kraftco Court 
Glenview, IL 60025 

(J12) ¿98 2000 Tel: 
Telex 
Cable 

WUD   72   43   20 
KRAFTCO   GLVW 

Federal   Rep. 
of  Germany 

USA 

MASSEY   FERGUSON   LTD. 
AND PERKINS   GROUP 
OF  COMPANIES 

Mr.   R.   Reuter 
Vice-President 

Mr.   A.A.   Thornbrough 
Chairman 
Massey-Ferguson  Ltd. 

500  Peshtigo  Court 
Chicago,   IL  60690 
Tel:    P12)   222-6505 

200  University  Ave. 
Toronto  M5H   3E4 
TeT (4X6 
Telex:   02 

593   3811 
27   23 

Canada 

Mr.   H.A.R.   Powell 
Chairman 
Massey  Ferguson 
Holdings  Ltd. 

33  Davies  Street 
London W1Y  2EA 
Tel:   491   7000 
Telex:   28346 
Cable:   MASFER 

Mr.  C.J.   Hind 
Executive Assistant 
to the  Chairman 
Perkins  Engines 
Group  Ltd. 

Eastfield 
Peterborough,   PEI   5NA 
Tel:    (0733)   67474 
Telex:   32501 
Cable:   PERKOIL 
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Member/Alternate Address HQs 

MERCK   &  CO.   LTD. 

NESTLE   ALIMENTANA 
S.A. 

PACKAGES  LTD. 

PARSONS & 
WHITTEMORE INC. 

N.V. PHILIPS' 
GLOEILAMPEN 
FABRIEKEN 

POLSERVICE FOREIGN 
TRADE ENTERPRISE 

Mr. A.E. Cohen 
President 
Merck Sharp & Dohme 
International 

Dr. A.J. Snijders 
Executive Director 
Merck Sharp & Dohme 
International 

Dr. C.L. Angst 
General Manager 

Mr. S. Babar Ali 
President 

SHELL INTERNATIONAL 
CHEMICAL CO. LTD. 

Mr. G.F. Landegger 
President 

Dr.   J.C.   Ramaer 
Deputy Managing 
Director 
Bureau for External 
Economic Relations 

Mr. L. Kopcinski 
Managing Director 

Mr. J. Sobiepan 
Deputy Department 
Manager 

Mr. J.I. Hendrie 

P.O. Box M 
Rahway, N.J. 07065 
Tel:  (201) 3Ô1 5000 
Telex: 13 87 95 
Cable: MERCK RAH 

USA 

B.P. 353 
1000 Vevey 
Til: Ô21 h 
Tei3v: 24656 
Cable: MESTAL 

Switzerland 

01 12 

P.O.   Amer Sidhu Pakistan 
Lahore  37 
Tel:    359   181 
Telex:   952   4866 
Cable:   PACKAGES 

LAHORE 

200  Park Avenue USA 
New  York,   N.Y.   10017 
TëTT    (21?)   972"   2000 
Telex:   22   42   98 
Cable:   PARSWHIT 

Pieter  Zeemanstraat 
Eindhoven 
Tel:   Nat.   040   60000 

Int.     "     783291 

Netherlands 

Telex: 
Cable: 

51121 
PHILIPS 

Ul.   Szpitalna  5 
P.O.    Box  335 
Warsaw 
Tel:   27  80  61 
Telex:   813539 

upol pi 
Cable:   POLSERVICE 

Shell   Centre 
London  SEI   7PG 
TëTI    (01)   934   5745 

Poland 

UK 

Telex: 
Cable : 

91  96   51 
CHEMISHELL 
LONDON   SEI 
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Member/Alternate Address HO s 

STAUFFER CHEMICAL 
COMPANY 

TATE & LYLE LTD. 

THOMSON-HOUSTON 
HOTCHKISS-ERANDT 

UNILEVER 

VOEST-ALPINE A.G. 

WEYERHAEUSER CO. 

Mr. R. Sambrook 
Group Vice- 
President 

Mr. G.R. Moore 
Director of Int. 
Marketing 
Agricultural 
Chemicals 

Mr. J.F.P. Tate 
Ex3cutive Director 

Mr.   M.   BeIpomme 
Président Directeur 
général du Groupe 
SODETEG 
(Société d'Etudes 
Techniques et 
d'Entreprises 
Générales) 

Mr. J.R. Bel 
Ingénieur en Chef 
SODETEG 

Mr. J.P. Erbé 
Director 

Dr. E. Ostermann 
Director 

Dr. H.O. Pachler 
Senior Vice- 
President 

Mr. C.W. Bingham 
Senior Vice- 
President 

Mr. W.E. Franklin 
Vice-President 
Internat. Projects 

Westport, CT 06880 
Tel: (203) 222 3000 
Cable: STAUFCHEM 

USA 

Sugar Quay 
Lower Thames St. 
London EC3R 6DQ 
Tel: (01) 626 6525 

626 4343 
Telex: 88 40 84 

9 Avenue Reaumur 
B.P. 15 
92350 Le Plessis- 
Robinso"ñ 
Tel: 630 2313 
Telex: 260895 F 

270411 F 

Burg. s'Jacobplein 
Postbus 760 
Rotterdam 
Tel: TÖTÖ") 36 4422 
Telex: 21415 
Cable: UNILEVER 

Muldenstrasse 5 
Postfach 2 
A4010 Linz (Donau) 
Tel: (0722) 57246 
Telex: 02/21785 

21788 
Cable: VOEST 

Tacoma, WA 98401 
Tel: (206) 924 2345 
Telex: 99 66 25 
Cable : WEYCO TACOMA 

UK 

France 

Netherlands/ 
UK 

Austria 

USA 
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Industry Counal for Development 

PROSPECTUS 

The members of  the Council  share  the   following  views: 

1. The  development of  productive  capacity  to eliminate poverty 
in  the world  is a   top priority  task   r >r mankind. 

In   supporting   this   task,   the Council   specifically  undertakes 
that   its activities  will  be carried out  for  the purpose  of 
encouraging  economic  and   social   development   in developing 
countries,   and not   to promote  the commercial   interests  of 
its  members. 

2. Setting the  priorities  for development  policies and  objec- 
tives   is the  responsibility of national  and  international 
public  authorities. 

3. In  our  interdependent world,   the  actual  development  process 
cannot  take place  without mobilizing  a  number of essential 
resources,  one of  which consists  of managerial and  other 
practical capabilities  acquired  over  years  in creating  and 
expanding viable enterprises. 

4. Whatever the economic  system or  its  stage of  development 
the  creation and management of  productive capacity  requires 
similar  capabilities. 

5. The  development process  requires  a continuous  exchange  of 
views  between national  and  international  public authorities 
responsible  for development policies,   and those with  the 
managerial and other  capabilities  to  create  productive 
^fE^rm „ThlS PrinciPle  has been reconfirmed  in resolutions 
of   the  UN General  Assembly. 

¡.     Enterprises  from all  countri-s have a  responsibility  to 
communicate ana cooperate with government and international 
organisations in furthering development, especially concen- 
trating  on priority   sectors. 

/• 

82* UNITED NATIONS PLAZA      NEW YORK. NEW YORK 10017 

TELEPHONE (2121867 5017       CABLE INDUSCODEV        TELEX 23 89 76 
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7. The primary responsibility of company managements is to 
build and run viable productive capacity through their 
enterprises.  However, apart from this primary responsibility, 
managers and experts from enterprises should be prepared to 
spend time and effort on the dialogue with public authorities 
on development problems. 

8. The Industry Council for Development has been created to 
stimulate the dialogue on practical development problems 
between public authorities and enterpri-ses.  The Secretary- 
General of the United Nations has requested the Chairman of 
the Council to establish these new arrangements so that the 
UN system can make use of industry expertise. 

9. In these activities, the Council seeks to create understanding 
by its membership of development objectives set by the United 

1'Nations and its member governments on the one hand; and, on 
'the other, understanding by United Nations organisations and 
their member governments of industry's role in facilitating 
the solution of practical development problems.- 

10.  To this end, the Council organises: 

- country missions 

- expert  working  groups 

- other   forms  of dialogue 

when  invited  to  do   so   by governments  directly   through the 
United  Nations  or other  international  organisations,   or on 
its  own   initiative. 

THE  ORGANISATION   OF   ICD 

The  Council   is  an   independent,   non-profit  organisation, 
financed  primarily  through  membership   fees and  other 
contributions. 

The Council's members vr^cèmrpani&s. from market. and—central ly- 
jBiàJ^eà-economies' in" developed and  developing  countries./ 
Individuals  can  be   invited   to become members  on   the   basis  of 
their special  knowledge and  experience. 

The  Board  of   the Council   is   elected by   the members. 

The  headquarters of   the Council  are  located   in  New  York in   the 
vicinity  of  the  UN  Secretariat  to   facilitate   the  organisation 
of   the work   in  cooperation  with  governments  and  with   the UN 
system on   the  basis  of  working agreements,   as   requested by   the 
United Nations.     The   Council  will   =;et  up  offices   in   other 
locations  as   its work  may  require. 



f»- 

- 19 - 

THE  SCCRCTARY-OCNERAL 

24 February 197 9 

Dear Sir George, 

I have been advised by Mr. Morse of the steps which 

you and your colleagues have taken to establish the 

Industry Council for Development. 

I understand that arrangements for cooperation between 

the .lew institution and UNDP have been discussed with you 

and that Mr. Morse intends to submit them to the Governing 

Council of the UNDP in June of this year.  I am confident 

that these arrangements will provide the basis for the 

establishment of a constructive relationship. 

As you are aware, I attach great importance to the 

contribution which industry can make to the development 

process and I very much appreciate the efforts you and 

your colleagues are making in this field. 

With best regards. 

Yours sincerely, 

teou¿ftn\iui 
Kurt Waldheim 

Sir George Bishop 
Chairman 
Booker McConnell Limited 
London 

*.. 
» 
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ANNEX 2 

March 1Q79 

Working outline:     TITCa  in  food and beverages  industries 

The report consists of three sections,  titled as  follows: 

1. Food processing industries  and developing countries 

2. Structure and THC participation  in world food processine  industries 

3. Impacts  of food industry TNCs  in developing countries 

The  focus  of the report,   as  fj »vident  from the section headings,   is 

upon the needs  and options of developing countries with respect  to  food 

processing  industry development.     The role of TÏÏCs  is    introduced with 

respect to  the options  and potentials of the countries.    Turther analysis 

of the impacts of TNCs   in the countries  is  then provided,   to orovide a 

basis  for the countries  -co evaluate their options. 

A summary of the  arguments  and supporting data for each of *ie  sections 

M" the retîcrt  is   ^iven below. 
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Food processing  industries  and developing countries 

A. Aims of chapter  and summary 

B. Dimensions of the world food and  beverage  industry 

1. Distribution  of vorld commercial  food processing industry: 

focus on relative importance of LDCs  in world food processing (CTC 

estimates made-,  table attached). 

2. Trade in food products and raw materials:     focus on LDCs  import 

and export structure in processed and raw material foods-     (Data 

base partially prepared). 

C. Structure of FAB  industries  in  developing countries 

1. Commercial and traditional  food nrocessing  industries   in LDCs: 

focus on relative importance ana consequences 

2. Structure of commercial  food processing  industry on LDCs: 

focus on lines of business,  scale, market orientation,  productivity, 

employment,  relation to agricultural and manufacturing sectors, 

ownership  (including Tî:c participation).    Data available  and 

being processed. 

D. Pood processing industry growth options and national development 

objectives. 

1. Organizational options:    private national,  transnational, 

co-operative;  public sector  .national; public sector international 

2. Planning objectives  and organization options:    focus on 

relation of FAB growth to development goals, to  specifically 

agricultural and rural transformation;    improved national 

nutrition:  direct employment creation and linked industry  growth; 

improved national market  structure  and international market 

access;     improved national balance of payments  and government 

revenues.   Illustrative  lita on LDCs   are presented to   indicate nature 

and isportar.ee of issues.     ,Zata  formats attached). 
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II.    STRUCTURE AND T.'IC PARTICIPATION IN WORLD yOOD  INDUSTRY 

A.     Aims of chapter and sunmary 

3.     Leading firas  in world food and beverage   industry:     Focus  is on 

DME-based enterprises  (TNC and others),  with some materials 

available on CPE and LDC-based firms.     (List of DKE-base  firms 

attached). 

C. Growth and operations of leading  transnational corporations  firms: 

Focus  on diversification  and transnational growth strategies  of 

major food  firms.    Aim to put perspective on  expansion of TNCs and LDCs,   among 

the  various options of TNCs.     <Basic  data available  on 200 + firms  with detailed 

materials  en 10-15 TNCs  for  illustrative  analysis  of growth and operations). 

D. TNC -articiDation  in various  commodity sectors:     nummary  of integrated 

commodity-industry systems   (9 systems/UO processing  industries/traue and 

service links);    TNC participation  in commodity and industry groups;    TNC 

involvement  in LDC food production-orocessing-distributior.  systems.     (Preliminary 

data on TNC    involvement available;     data on TNC operations  in LDCs  still 

being entered in computer). 
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III.  IMPACTS OF FOOD INDUSTRY THCs  IN DEVELOPING COUNTRIES 

A. Aims of chapter and summary 

3. Overview of role of food processing industry in development 

and organizational options available to LDCs (including TNCs). (Reprise 

of issues examined-in Section I D). 

For sections C-G, focus is upon effects of conventional TNC "package" 

upon "Agricultural and rural development", etc.   Differences between 

effects of TNC and other options are indicated (Materials dravn from case 

studies). 

C. Agricultural and rural development 

D. Nutrition improvement 

E. Direct industry employment and linked industry grovth 

F. Improved market structures and international market access 

3. 3alance of payments improvements 
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UNEDITED  ADVANCE COPY 

COMMISSION ON TRANSNATIONAL CORPORATIONS 
Fifth session 
lU-25 May 1979 
Item 8 (c) of the provisional agenda 

TOPICS FOR FURTHER RESEARCH 

Report of the Secretariat 

AMNEX 3 

Distr. 

GENERAL 
E/C.10/56 

12 March  1979 

ORIGINAL:   ENGLISH 

SUMMARY 

In response to the request of the Fourth Session of the Commission 

of Transnational Corporations  (E/1978/52,  para.  69), the Centre on 

Transnational Corporations prepared a list of research topics which might 

be given priority consideration  in the 1980-81 biennium.    Ten research topics 

are proposed,  as  follows:    apprehensive survey of transnational corporations ; 

i competition and corporate strategies ;    transnational'corporation "linkages  in 

hgat,economies;     social and political impact of transnational corporations; 

in-depth studies of selected extractive and manufacturing industries;    trans- 

Rational corporations and international financial transfera;    national policies 

, affecting balance of payments and transfer pricing impacts of transnational 

corporations;    alternative arrangements with transnational corporations  for 

acquisition of technology;    transnational  corporation policy implementation; 

and transnational  corporations  in least developed countries.     It  is suggested 

that the Commission indicate the relative priorities to be assigned topics 

within the overall  research programme of the Centre. 
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I.     INTRODUCI IO il 

1. The  Commission  on  Transnational Corporations  at,   its  secono  session 

established the Centre's  research programme.   1/     Farther research mandates 

vene approved at its  subsequent  sessions.   2/     The major lines  of work   for 

the  1077-79 period,   thus  defined,  cover some  15   substantive  areas or. which 

reports are being submitted for the Commission * s  Fifth and Sixth Sessions.  ¿/ 

2. In response to a   Commission mandate  the  Centre reported  to the 

Fourth Session of the Commission on possible   future research  areas.     5/ 

On the basis  of detailed consideration of  research needs,  the  Commission 

took the  following action:   '» / 

"68.     The Conmission reiterated that  the  research nroftramme. decided 

at  its   t(S£fisesao.on,   should be ¿eared to   supporting, the two raajor 

goal-spf th>£ ConmisTíon,  namely, J&er-formal it ion. of a code of conduct, 

Sid. the 3trengther.iîir~af t!îerne.^tiatini£'capability   :f /.est, part i- 

fcularlx  developing,   countries.    C'/.s. research  s/.culd   :'ccus   on  the 

effects   and  ir. pact  of  the  operations   of  trar.cr.ici .inai  corporation?. 

It  should also   focus   on  issues  related   tc   the   impact  on   national  deve- 

lopments  of both hor.e  and host  countries ,   as  vrell   as  global  effects   of 

transnational  corporations.     Close  attention  should be  paid  to  the 

social,   political and le^al  aspects  of the  operations  JT  transnational 

corporations.     In that context the Commission reco^ni^ed  the  impor- 

tance of the Centre's   intention to be,''in  work on methodological  issues 

related to  those aspects. 

1/ E/573S.,  paras.   26-30 
2] 3/5936,     nara.   Ik        and E/l?7>¡752,   para.   9 
3/ See below,  and 2/C.10A5  for a report on the status  of current 

research r.rojeçts. 
y E/5!?ou,   para.   13 
5_/ E/C.lO/wO,   in   response tc the  mandato  "i ven   in Z/5T",   -ara    1~> 
6/ E/1973/52, paras. 66  and 6o. 
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'-9.     The  Commission  also  too!;  noto  of  the broad proposals   re^ardin?; 

f-^re   research   orientation  contained   in  tne   report   (¿7C .i:./~3 ;   a:;a 

the  introductory  statement of  the ¡executive Director,  as well  as  the 

sugestión that   a specific list  on future research topics would be 

s ubai t ted to the Coinnission at  its  fifth session to enable the 

Concussion to decide priorities within the context of the 19SO-lP3l 

biennium.     The  Commission considered that  future research should be 

oriented  towards  areas  of concern to  all C-overnnents,   including the 

issues   in the outline of the code of conduct,   in paragraph  23,  of the 

report on the secon session of the Commission ]_/ on  issues  relating 

to  strengthening  the negotiating capability of developing countries, 

in  particular the least  developed and to the  social,  political effects 

of the operations of transnational corporations.    Furthermore,  in 

preparing specific  proposals  for further research the Centre  should pay 

attention to the role of transnational  corporations  in  international 

trade and  finance and certain  sectors,   particularly those which are 

ex-oort-oriented. " 

3. In the  development and design of the further research proposals,   th 

Centre has taken account of the requests by member countries   for 

technical co-operation and information services, as well as the issues 

raised in deliberations of the Inter-ovosnmental Working >oup on the 

Code of Conduct.    Consultations wer«  held with other Unitc.i Nations 

_I_/    official Records of  the Econcr.ic  and Social Council,  Sixtv-first 
'essicn,   C-.rpplement :.'o.   5. 
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bodies,   including   the Regional  Economic   Commissions,   to  assure   fullest 

oorüi.nati-".    :f  f:.-   "•;•„•.r:.   ••-:    .  '.. _n„ ,   .-r.rf;;-    rl;-   :;,      .:    c.-\   -; 

activities   concerning the  :'ew International economic Order and  the 

United nations development   strategies  for  the lQf.Os.    -   / 

U. The report  is organized in  three parts.    A  review of the  on-oinç 

research programe   is viveri  in Section II.     Ten  research  projects proposed 

for consideration  in the loCn-81 workplan  are discussed  in Section II, 

with   a summary listing of  the projects  presented  in the   final  section. 

JV    General  Assembly  resolution 4/—,V;37l' 



^^^ 

-  29 -. 

rzor.iG ?ZSEA:îC!î 

5.       As noted  earlier,   the   Centra'3   researc'-.  priorities  vere  ir.   lar~e 

part   established by   the Conrission   at   ite   2eeonci  Cession,    ' /  vit h 

additional mandates  ¿ivep, by both  the  Third and fourth Cessions.-"   ' 

The  research  activities have been  jr.-anized  into   fifteen projects 

indicated in Table  1.     Three  research areas   fail  under the  "Cenerai 

(cross  sectoral)'' heading,   nine are   ''Sectoral studies",  and three 

concern  ''Special l3sues and  Policies".     In   the sane tablj,   research    areas 

proposed for the future    vori: pro. ¡ronca are  listed  under appropriate 

headings. 

Reports on six of the ongoing:  research projects vere prepared 

and submitted  for consideration of the Conni s s ion at  its Fifth or 

earlier Sessions.     (See Table 1)    These include three reports on 

transnational corporations  in  southern Africa (S/C. 10/26,  E/C.lC/3ri 

and S/C.10/51)   and individual  renorts  related to  the comprehensive 

survey of transnational corporation  activities  (C/C.lO/l0), the 

social and political   impact  of transnational  corporations   (S/C.10/  55), 

the pharmaceutical  industry   ( ~/C.m/53),   the  advertising industry   v ~.C.iO/<;'. ) , 

extractive industry   (ID/3/209),  and measures  to inprove negotiating 

capacity (See  Table i  for a   full listing of reports   issued). 

2J    2/5782, paras. 27  and 29 

10/   E/598Í, para.  Il» and Z/I078/52,  para.  Q.     At the request of the 
Secretary-General,  the  Centre also prepared a report in response to 
ECOSOC Resolution 2111  (LXIII),  "Consumer protection:    A survey on 
institutional arrangements and legal measures"  (E/r"i78/..l) ,June ln7C. 

_/    T-  .'-edition,   the  Centre has  prepared a renort at  the request  of 
the ACC Task Force on  Long-Term Development  Objectives:   "Transnational 
Corporations  and the  Long-Tern Development  Objectives of Developing  Countries-', 
February 1979. 
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7.        "esorto  on   ten  projects   are   scheduled  Tor   conviction b;r   "arch 

108c,   to  be  considered at   the   Sixth      "ession   of  the  Commission.    These 

include  the   following:     linkages   of   :.ranr,natio::al  corporation-;   vit:; 

host economies,   transnational  conorations  impacts  on   balance   of payments, 

and measures  to   inrorove  host country,' negotiating   cT.ro.city,  alas   sectoral 

studies on banking,  insurance,   food and beverages,  tourisn,  shipnin,"; 

and extractive industries.     In July I080,  a report on   the consulting 

industry will he   submitted. 

S.        The  experience gained in  carrying  out this   research protrarrne 

Ì3  reflected in  the proposals  for  further research.     Research 

methodolocies  designed for.ongoing projects are   adanted to future vc-k. 

Economies   in data  collection and analysis have been realized  through 

integration of research with Centre work on the   Code  of  Conduct, the 

informât i or.  system and advisory  services.    Closer  familiarity 
has   been acquired, 

with  related work of other United Mations  bodies /     and 

opportunities  for  collaboration  more  fully identified. 
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III.     TOPICS   FOR FURTHER RESEARCH 

9.        Ten research areas are sucgested for further work    by    the 

Centre. Resources available to  this orograisme have been assumed to 

be  equivalent  to those provided for  research during the  I?72. 7? 

biennis.     Ir.  this  lirht,  not  all  the proposed studies  can be  carried 

out   in the  sane depth.    It  is  therefore appropriate  f3r the Ccsnission 

to indicate  those projects  to which greatest priority should be 

attached,  and those which might receive less resources. 

the 
10.       The projects  are discussed below under/three headings indicated 

m Table 1:     A.    General (cross sectoral)   studies,  3.  Sectoral studies, 

and C.   Special  issues  and policy studies. 
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>r.eral   [?rr>rr,   /.octornll   s+u^'- 

( ¿ }     c°^rehensive  survey  of transnational comprati m. 

11.     .For  the Commission   to  carry out   its   function as    forum in  the 
12 

United nations for the  consideration of issues   relatin« to transnational. ccrporaticnsT 

it   must  dispose  of  comparaba,  current  and well   analysed materials  or. 

the   rançe  of transnational   corporation-related   activities.   1^,/     7h» 

establishment  and   imolementation  of the  "nited  "ations   strategy   for 

development   in the   10.°,ns   vili necessarily he  concerned with transnational 

corporations as  one  of  the  principal actors   affecting   industrial  and 

resource  development,   employment,  production   and   flows  of ;oods,   finance 

and  technology. In   other  international  oolicy  discussions,   as veil, 

the   role  of transnational   corporations  needs   fuller elaboration,   particularly 

on   issues   such as   protectionism   in developed  market  economies,   lV 

competition  fror,  newly   industrialized developing   countries,  15/   international 

12/   Economic and  Social  Council  Resolution  ni]  I'JJTT" -ara.      3(a) 
13/ S« Ld!   =ee      ransnational corporatbns  in world develonnent :   A re-examina- 

tion     (c./C. 10/35) 

Geneva,  we? A;'reenCDt3 °n    Tari:f= •d ?rade,   "Activities  in  l^' 

/£/    See  "Dynamic products  in 
developing countries  to   developed market 
UiïCTAD,  GT/'D/lS. 

the exports.of manufactured <;ood» „ron 
•economy  countries, l"1"")-!""'" 
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: mon cial  flows, lf_/  and the  international  distribution of production and 

division  of labour. 17 / 

12. The Centre would concentrate  study 'ander this project on two 

issues   in ip80-3l.     A  report would be prepared on  the role of 

transnational   corporations   in the  international redeployment of production, 

.und the related policies and programs of developing countries.     Secondly, 

ê 
the activities  of transnational corporations in expansion  of non-traditional, 

manufactured  exports   from developing countries   would be  examined.       This 

project  would  be carried out   in close collaboration with  UTICTAD,  TTIDO 

and other United nations agencies.     For 1933, a comprehensive  survey on 

transnational   corporations  in world development would be  prepared. W 

13. This  project would both draw  upon and support other research and 

infer-.tional  activities  cf the  Centre,  for example,  with  respect  to creation 

of consistent  data bases  for analyses  of specific sectors,  of trends and 

tendencies with   respect   to transnational corporation activities,   and the 

emersence of nev   forr.s  of transnational  corporation  involvement  in  the 

international  economv. 

16./     See   International  Monetary Fund,  Annual Report   lnTS 

17./     S<»e  document A/10112, 'JNIDO,  I075 

13/ As  mandated  in the Fourth Session of the Commission  (E/l<i70./S* 
para, hh ¡ , .       -   , 
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ana   corporate   strategics 

3cth  dev-lcpou  and   îcvelcpinr,   c-untri-s   :   ':;•':   continuing   'oliny   con^.rr.j 

re?ardir.R market  concentration  and  ito  effects   on   income   distribution, 

industrial prices   and   inflation.     Planning  choices  vita   rerard   to  sectoral 

development  and international  redeployment of  industrial activities  are 

similarly affected. 

15. Evidence  that  relatively   few  lar-;e  transnational   corporations 

dominate  .jlobal markets   '-.as   been  countered vith  arguments   that   these 

traditional  structures   are  beim:  eroded.       /     Zn markets   and   industries 

which  are  becoming more   concentrated,   there  are,   of  course,   fever negotiat- 

ing options oren to  customers  and suppliers,   'iovever,    general 

tendencies  can  only  be   evaluated   in  lirht  of changing  interests   and 

activities    of major   firms   iiV   industrv      and of  governments.     !'ost   larre 

iirns   have  oeccne   mcreasmr.y   iiversified  as  veil  as :ransr.atior.H.l. 

This  may,   in   fact,  mean  expanded marketing and n^f-otiatin.r options   for 

concerned  develonin?   countries . 

JJ    Cf.   E/ClV"^,   paras.   l2l-lC3  and Tables   TII-52  and   IIT-^a. 

Additional  information  on  this   issue   is   currently beir.r  developed b'r  the 

Centre. 
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io. 'Jnder this  project,  research would be carried out on 

structural trends   within     industries in national  and inter- 

national markets,   the  accompanying  shifts   in corporate  structuras  and 
policy 

strategies,  and the/implications  of such changes   on home  and host  countries. 

^i¿i'    Transnational corporation linkages  in host  economies 

17 •      Many developing countries  facilitate entry  of  foreign investors   in 

the expectation that  there will be -widespread benefits   fren expanded 

purchase of raw materials,   components and  services   froc  local  enterprises. 

Such     linkages  may create even greater employment  and oroduction than 

that arising from the original investment,  if fully integrated into the 

national economy.     Vith this aim in mind,   host governments often  set local 

purchase requirements  and/or penalize imports of  components which could be 

locally produced. 

13.      Studies  now under way by the Centre are endeavoring  to quantify local   di~-ct 
particularly through  subcontracting, 

linkage effects./bf  foreign automobile manufacturers  in countries  at different 

levels of development  and under different  policy  régimes.    Further  study would 
which  linkages 

focus on sectors  in  /      have piwed es?eciallv difficult  to foster, „   in th9 

engineering and related sectors where technology  and operating know how 

is proprietary or firm specific.    This has      most relevance  to developing 

countries  seeking to strengthen their national scientific and 

technical capabilities.   20/      The methodology developed   for the Centre 

initial studies would be applied in country case  studies  of potential 

and effective linkages  in    selected engineering  industries,  and eviùenceTrÎardinï 

costs and benefits of   (jovernr.ent  policies to increase desired linkages. 

20./     ^-e Centre  is  presentir.,» a report en this  issue  to the United  nations 
Cotference on Science  and Technology  (See E/C.M/-7) 
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Mv1 Social  and political  impact  of  transnational  corporations 

of  social,  political   and legal   impacts   of transnational  corporations, 

particularly  on   developing host  countries.  21/     These  issues   are   also 

raised  vithin  the code   of  conduct  deliberations,   vhose Present   formulâtions 

calla  upon the  transnational  corporations     to  observe national lavs   and 

regulations.     Previous   studies of the  Tentre,   particularly  those dealinr 

with  southern  Africa,  22_/ have  explored some   of  these  issues,    uid  a  metho- 

dological  paper  is  being  submitted for  consideration of the  Tifth  Session.  23/ 
changes „  ^       .— „. oi-orQi"""i      v,**i 

2C. oorae /  in social     and political    structures  have accompanied the  expansion/ 

involvenent   in  most  developing countries.      '"ome  governments  have   ir.dee i 

sought  or encouraged these changes,  which  often  ar?  :een  as necesoarv to 

transforming traditional economies  into market-oriented ones.     It   ij 

difficult  to   attributo  all   such changes  to   transnational  oor-orations,   vhere 

they are in  fact only  :ne of numerous  actors   in  a Process,     On   -,he other hand 

it   is   possible   to   isolate  certain  attributes  of transnational  corporations, 

and analyse their social and political consequences. 

2l/    S/197p/52, para,   ol and 69.     Legal  issues  and impacts  are  more 
fully  considered under projects (viii).   (ix)   «nfl   (^ *ew. 

22/    E/C.10/26,  Z/C.10/3H *nd E/C.10/50 

23/    E/C. 10/ 55   ,   in  response to   the  request of the "our 
(E/1P73/H2, para.  Cô) 

ession 
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21. Research priority on  social-political   impact would be given 

to issues on which host governments  can make effective policy choices, 

and where  the policy results can be reasonably well ascertained. 

Countries may,   for example,  exercise choice with respect to sectors 

in which transnational corporations are permitted to function,  the 

type of technologies or products that may be  introduced,  or the political 

activities  which nay be permitted.     Case studies would be undertaken 

to  determine transnational corporation impact,  and to determine  feasibility 

of government action to control or channel activities to    minisize 

adverse social and political impacts. 
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3.    Sectoral  studies 

(v)     In-depth  industry  studies 

22. In   its   initial   research mandate,   the  Corjnission  attached  hi/:h 

priority to  in-de^th analysis oí transnational  corporations  in   snecific 

2 li  , industries.      /    .line  industries  ver•  singled out  for vor!: in  the l^T"-"""1 

period.     Tjiese^inp 1 i'fjpd .giÌ.'j_^JZÌrfl^"4'ì."°lr'.''' f   l-v,n"u'"?.   irrsurance, 

a£it)£ing,  tourism, consulting, and advertising),  in addition  to   pharma- 

^c^uticalSj   food and beverage processing and extractive  industries. c^ ! 

23. The coverse of these studies varies,   in  part, because of 

differences   in the characteristics  and  transnational corporation 

activities  in each industry.     'lonetheless,   the issues common to all the 

studies   are the  following : 

(a) Technical characteristics of the  industry 

(b) Competitive  structure,   including market participation by 

national  and transnational  corporations 

(c) Trends  and  international distribution of production,   investment, 

trade,   and  research  ani  .levelopr.sr.t 

(d) Growth and operating  strategies  of leading firms,   particularly 

transnational corporations. 

(e) Economic  and other ir.pacts  of transnational corporation 

activities,  particularly  in developing host  countries 

(f) Policies  and measures  of home  and host, countries  relating  to 

transnational comorate activities   in the  industry. 

2_V    E/5732,  para.   ?o 

25/    These studies  are  described in   further detail   in E/C.lV-O, 
E/C.10/35  and  E/C.10/^ 
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-4-       "or the  1930-oi bienniun,   it  is proposed that  in-deoth  sectoral 

studies be  continued on the extractive  industries and three  studies 

be  initiated on  manufacturing industries  of most  importance  to 

developing  countries. 

'-' •       The Commission may thus wish to indicate  the manufacturing 

industries  for    future priority attention  in  the research proRramce. 

Several criteria are available  on vhich to base the selection.     7rom 

review of available data,   the  Centre has  established"tïïaf^tverv*« 

manuí^ctur: reg- industries- figured inportantly  in the development   plans 

of developing countries, and at  the sane  tine  have substantial trans- 

national corporation participation:    pétrole'm processing,  petrochemicals, 

synthetic  fibers,   fertilizers,  mineral and ne tal refining and processing, 

rubber, electrical equipment,  electronics,  transportation eauiprcent, 

non-electrical machinery  (particularly machine  tools and instruments), 

food and beverage  processing and pharmaceuticals.    The latter  tvo 

industries  are,   of course,   already being  studied by the Centre. 

"-*• •       ~secon"OT ^as'is 'fbTr'settlTtg- priorit iês  among industries'has tesn 

provided by  countries responding  to""the Secretary-General's  ¡Tote of 23 Octbber 

1973  to all  states   soliciting  their vievs   on  the  information   system of 

the Centre.     ThVliiduueMTrr-sgijeurif'guroeytred  Tor-priori try attention-were: 

Moo**inTbereftsgea;"cTtemleaXs' and pharmaceuticals, petrochemicals, 

Setailurcical. products, electrical machinery,   tyres, electronic equipment, 

iron "and steel and telecommunications.    1-/ 

2£l    see  document E/CIQ/U?,   pura.   21 
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•-: •       It   nay be  noted   that  several   industries   would   receive  Priority 

both  on   the  basis   of the  Centre's   study  of national   development  ilans, 

and of  interest  expressed  in  response  tc  the  C2cretar/-0on°ra". ' :   "ote. 

In addition  to  the   food  and beverages,   pharmaceuticals  and extractive 

industries,  which  are   already under   investigation  by  the  "entre,   the 

following  manufacturing  industries are  included on  both list-:     petro- 

chemicals   and chemicals ,  electrical equipment,   electronics ,  mctallurrical 

products,   and rubber  industries. 

C.     Soecial  issues  and  oclicies 

(vi)     Transnational corporations and international   financial transfers 

2"-       The  relevance of transnational  corporations   financial management 

policies   to  international capital  flavs, tax and monetary issues   is 

clear  from numerous  studies,  and have been discussed by the  Intergovernmental 

'forkinc Oroup on the Code of Conduct. _J_/    The  sheer volume of international 

private monetary  stocks   forces  careful consideration of the   impacts of 

movements  of such  capital on national economic,  monetary and     fiscal 

policies. 

2Q.  Transnational  corporation  financial policies   have been  reviewed by 

28, 
the Centre   in relation  to  its  information activities.  /     differences 

in   financial management between transnational,   and  domestic  corporations 

and  financial institutions have been  found to  stem not only  from the 

relative  size of the enterprises but  also from the  ability of transnational 

27/     Hee,   for example,  document  T/C .1'VAC .2/1?   and worki::;; paper  :,'o. 

'    Work was  'undertaken unde 
para.  23.     See  document   S/Cn/'-T. 

PB '" '/    Work was  'undertaken under the Mandate  ~ivcn  in Document  L/ü 
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corporations to  shift  internal  financial holdings  amon- subsidiäres 

and across  borders,  and  to utilise  international  capital market-,   .13 

neor.-  rviC.     ^inc? these   lar-e  -cale  enterprise-   '-ve -;idcly   varyinr 

needs and options,  their  financial policies  can also be expected 

to  vary considerably. 

30.       Research would classify and analyze major differences  in  financial 

policies  arising  from corporate needs,   reuorti.ip requirements  and 

types of industri-.     The uses  of international   financial centres   vould 

be examined in this context.     The study would provide information 

necessary   for analyzing the i rap act and effectiveness  of government 

policies on  taxation,  investment and réinvestit,  balance of payments 

and  transfer pricing. 
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¡vii)      national policies   affecting balance   of  payments  and  transfer pricinr 
impacts of transnational corporations 

31. 3oth host and home   countries have  continuing policy  concerns with 

transfer  pricing and other practices of transnational corporations as they 

affect  national balance  of payments positions,     ouch practices  have particular 

relevance  to developing   countries for whom  significant portions of production, 

imports   and exports are   controlled by transnational corporations. 

Fev .- countries     collect or separately report  information on transnational 

corporation transactions   or their impact  on  balance of payments.    Analysis bv 

the Centre   indicates  that,   in the best   cases,  only half of the  international 

financial  movements by  transnational corporations  are currently measured. 

At the  same  time, most  countries have elaborated detailed policies  intended 

in some way to control   intrafirm pricing  practices and intematioral   financial 

movement s . 

>-" An   initial report   on the measurement   of transnational   corporations impact 

on    balance of payments is to be  completed  for the  Sixth Session 

of the Cormission.    Further vork vould  seek  to quantify the   importance 

of intrafirm international   trade and financial transfers  in  different 

industries   and countries.     _'__/     In addition,   case studies would evaluate 

measures  governments  have   adopted to monitor and control  intrafirm 

pricing and other practices    vhich affect    their balance of payments -coitions. 

22/     Hee Z/C^O/33,   paras.  130-1^  for a summary of the  current state 

of information on intrafirm trade. 
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(viii)    Alternative arrangements  with transnational corporations   for 
acquisition of technology 

3U.       In  their efforts  to   acquire   technology and  adapt   it   to  national 

needs, several host  countries have evolved alternative  re.-ulatory and 

administrative arrangements  to the conventional  arrangements with trans- 

national corporations.       / 

25 #       To  assist  countries  in selecting among and desiming mroved 

arrangements, the  Centre would prepare detailed case studies  covering a 

range of industries and host country circumstances.    Attention would be 

given particularly to ''depackaging'' arrangements  in which prelect 

elements  are separately contracted with engineering,  financial  and 

operating firms  - transnational and others.    Differences  amonp: industries 

and among transnational  corporations in the sane  industry      in the 

willingness  and ability to enter inroroved arrangements would be 

examined.     Partnerships  of foreign technology suppliers with state 
among developing countries 

agencies  or enterprises,  and with host  country multinational enterprises / 

would also be considered.     Among the benefits of alternative  arrangements 

to be considered are their contributions to    national scientific 

and technical capacities. 

^7    For a review of new types of transnational corooration host 
country arrangements, see  E/C.lO/38, paras.   ^5o_Uol*. 
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( ix}     Transnational  corporation policy innlP^ftin. 

X.      The   Centre has   already been   called  upen,  within  its   advisory 

^rc 

policies  and procedures regarding transnational  corporations.    3^/ 

Implementation of a consistent and  coherent    policy rerardinp treatment 

of foreign  investment  crosses many bureaucratic and programme  lines. 

37.       The study vouid evaluate the  experience    in  formulation and imple- 

mentation  of  policies   -f^tin, transnational  corporations   of  elected 

host   developed and  develo::-; countri«.     -roa-   ease  studies,   the  evolution 

of foreign  investment  policy,  the  creation  and testin- of  policy in3trvLT.er.ts, 

and   solutions  to problems  of     .0liey Hur,,^^.. .._„, ,  . 

vould  be  selected vhich  illustrate  both  f«   -in-p  o" pol—. -„-,-*• 

alternative  solutions  to  i~-,lenent.-ztion  nrsbleus. 

(X'     Tr^3nation^l   corporations  in   lease   l~velore± countries 

32-     The   least   developed countries   face  srecial   problems,   not  onl-  in 

overcoming  internal  obstacles   to  ,:rovta,   but   in   ieaiin,  vita   .resent 

or potential   foreign   investors.     IP/     ~:9   transnational   corporations   vho 

enter  these   countries   have,   historically at   least,  concentrated   i„  labour- 

intensive  exnort-o-i-nted act ivi *i»-        i-^v,       u       count3"ies   are un""  activities.     A^thou/^h   t::e   /usually   host   to 

relatively  few transnational  corporations,   the impacts of  th,se corporations 

are likely  to   be  particularly Creat   in viev  of the  snail   si,e  of their 

modern and coimercial  sectors. 

3V    See  also  v0.10/36, paras.   2¡nV-,s1 

fl+   .?T„ <Vhe  c°••»i•  specificali-,   r-ocrxiendeu  consideration   -,f *hi3   --• 
at its  rourth  Session   (E/1P7G,  para,   r-ì) lo   i0°l" 
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39- The  desire  to  foster investment  and growth in  these  countries    na\ 

be  combined       with limited technical and administrative   capacity to 

monitor foreign  (or other)  investment or channel it  into  activities 

with priority in terms of development needs. 

1*0.        The proposed research work would identify and indicate means  for 

overcoming technical and administrative problems related to setting 

project priorities,  negotiating with transnational corpo rat ions" and 

others;     and in monitoring or controlling activities 

in    place. ,   Special attention would be given to the possible role 

of international co-operation, through,   for example,  economic and 

technical co-oneration among developing countries,  regional co-operation 

and international agency programmes. 

* 
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IV.     o'XÜ'ARY 

4j-'     Ten  projects   are  proposed  for   further research by   the Centre. 

In   li~ht  of resource  limitations,   it  nay he  appropriate   "or the 

Commission  to  indicate  the  relative  priority each  mi/rht  he fissioned 

within  the overall   protrarrne.     The  projects,   in  brief,   are  as   follows: 

^'•   (i)     Comprehensive  study of  transnational corporations.    Analyses 

would be  carried out of  transnational   corporation   involv.rr.ant   in   international 

redeployment of production, and transnational  corrorat ions role  in  expansion 

of exports   from developing countries.     The studies  would be closely  linked 

to  the United .'Tations  Development  Strategy nroFrramme. 

43.        (ii)     Competition   and corporate   strategies.      Comparisons  would  be 

made  of     recent  trends   in concentration of major manufacturing and  service 

industries,and adaptations in corporate strategies    and in government 

policies  to such  chanres . 

Lli-        (iii)    Transnational corporation  linkages   in host countries. 

Country  case studies would he  prepared on  the  direct,   linkages 

of engineering industries to host  economies,  and the   effectiveness  of 

policy measures  to  increase desired linkage effects. 

^5«        (iv)    Social and political   impact  of transnational corpora- 

tions.     Report-,-   bused  on  case  studies,  would be  prepared   on  the  social   '.••. : 

politicai   impact   of transnational  corporations  on  host   develorinr  counr.ri'.'.; 

and measures countries  utj'J.i T.P to  control    adverse  impacts. 

)t£,        (v)     In-deDth industry   studios.     Four   in-depth studies  would be 

prepared in the impact >n .leveicnin;: host occr.omies of transnational co.-cr-- 

tion activities in specific industries and th.e effectiveness of measures used 

to   fester,   control   - monitor activities   in these   sectors. 
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*7 '   .r,-    \ 

rransnEtional conontions   and  international   financial 

transfers.   A report v-oull be :,renared  analyzing  corporate  financial 

of international   financial  centres. 

Ufi.        'vii;    national  policies  affectin- balance of payments  and 

transfer pricing  by transnational corporations.      Studies vould be prepared 

on  the importance of intraf ira international transactions,  and of rasures 

taken by governments affecting transnational  corporations balance of payment. 

i.^rpacts,   includin-: r.onitorir./T and  control  jf tranter orici".-. 

!io. (viii!     Alternative arrangements  vith  transnational corporations 

for  acquisition  of technology.     Studies  -.-rauld Ve rrsnared on options  to 

conventional arrangement3 vith  transnational corporations   retrain? 

technology acquisition. 

50.        (i::)    Transnational  corporation oolicy  irrplenentation.    òtudies   of 

the  evolution and   inoleir.entatior. of national  policies   vis-à-vis  transnatio-.a: 

corporations vould be prepared  for     selected developed and   ievolooin,: 

countries 

51, :'v\ 
Transnational corporations   in  least  developed  countries. 

Study vould centre on the activities of  transnational       corpora- 

tions   in  the least   industrialized    developing    countries,   and the :-ans 

•available to the  countries  for improving  the transnational corporation 

contribution to develornent objectives. 
1 
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