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' f‘Thahkfyou;'and,godd“éftefnoon; e#érycné. o

It s a pieasure to Join Ed (L1tt1ef1eld) in welcoming
a group that consxtutues such a pos1t1ve force for world

o progress and prosper1ty.

The transnat1onal corporatlon has been descr1bed as :
’,the uTtTmate express1on of g]oba1 1nterdependence ---and

- for good reason.

Nofdther7éntity is better eQuipped to bring togethér
- resources, expertxse, cap1ta1, and markets on a g]obaT

~'basxs in such an eff1c1ent manner. ‘

And few 1nn0vat1ons of the Twent1eth Century have had

. such a pronounced effect on the globai economy. :

TranSnationaT'enterprises today account‘for aboutkﬁ
‘,‘cne-th1rd of the wor]d's gross product«-- and their share
. keeps 1ncreasing. Over the past 20~years they ve been

- growing at tw1ce thé average rate of advance.fcr
Vi.lndustr1a11zed countries, and at almost doub]e the, rate |

- of increase of total world trade. a
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- Now, some critics see a threat in this phenomenal

* growth; to‘them %t'smacks,of a dangércus;concentration of

~ power. But I don't shére that view. On the contrary, I

see thé tfansnationa1 cokpbration as an‘impdrtant ally of
: creat1ve and enterpr151ng peop]e everywhere who believe -

B 1t‘s pragmatlcaliy possxb?e to build a better and more

)  product1ve g?obal soc1ety that can enhance the 11v1ng |

‘standards of everyone.

And that‘s what Id 11ke to d1scuss w1th you today -
focus1ng my remarks on some of the major economic cha?lenges ‘
confronting our 1nterdependent wcr]d,vand the role trans-

~nationals can play in helping‘to'overcome them.

j;Any d?scﬁéﬁ?on of the g1o$a? économy would be inéomplete
without cons1der1ng the effects of the rampant and stubborn
1nf1at10n tﬁat has characterxzed the past dozen years. The
"Index_of 1nternat1ona1 prices rose less than one percent a year. -
Vﬁétween 1256 and 1968, But in.thé past'tWelve years, these
sd@e prfceskhéve fisen at an‘avefage annual ratéiof»mofe‘than 11
, pe}cent.‘ This persistent phenémenon began~before}the rise in the
Aprices of o011 and other primary coﬁmodities; and Ts only partly
atifibutéble to them; But galloping world fnfTatidh has dealt severe
blows to ﬁu$iness tonfidenée, curtailed global economic expansion,

and compounded balance of payments problems n many countries.



, The cont1nua1 pr1ce h1kes acted 11ke dams in the
‘path of f1sh trying to swim upstream.‘ Each maaor lncrease ‘
.impeded the fbrward pragress of the g1oba1 ecanomy for a |

; ‘a>t1me. ~And though 1t managed to r1se to the cha]]enge and, o

-f'get mov1ng aga1n, its advancement has' been deTayed

cons1derab}y. Nor does it 1ook as’ if the economy w111

"vfregaln its former momentum as 1ong as 1nf1at1on contlnues

fﬁ at current rates, 1nvestment 1ags, and governments pursue ,
frestr1ct1ve f1sca1 and monetany pollces a1med at restor1ng“

’_the1r economlc equ1]1br1um..

A‘disturbing cof011ary to this state of affairé is

7 the drift toward econom1c 1so1at1onlsm in- many. parts of

 the wor]d Th1s has been takxng two forms, ne1ther of

*them conduc1ve to long-term growth

First, theré_hasAbeen a proliferatibn pf_hontariff 
tfade«barriefs.' Many.éountrfes have found it-impquih?e
. to’re§i$£ proﬁéctioniSt‘pressures aimed at Shield{ﬁg  '
 home indésfries,frqm fbreign CQmpetitiqn or'at boosting.
.'éxpnrts thrdﬁgﬁ suhsidies and other tactics. This creates
Ja situation in wh1ch nobody W1ns least of all transnat1ona1

corporat1ons that depend on free trade f1ows.

Second as some. 1ndustr1a1 nat1ons 1ncreas1ngly turn

the1r attent1on to. internal affa1rs “they. appear to be less



inclined to increase -- or in some cases even to maintain --
‘their modest efforts to he1p the deve10p1ng countr1es he1p

themseTves.

:j Thése‘g6VernméntS simply have not found it expedientr
to exﬁénd:fbreign assistance whi]é~festricting doméétic'
Vspendihg: fﬁis caﬁyhavé seriousiiong-term economic' '

1 consequences fbr developing countries -- part1cu1ar1y for |

g'the poorest among them -~ and u}t1mate1y for all of us.

CTGseiy akin to economic 1so]at1on1sm is yet another |
potent1a1 threat of maaor proport1ons the risk of ‘

\ 1nterrupt10ns 1n the supply of raw materxa]s v1tal to -

’5'~;1ndustny.

Itvwoujd be an overéimplification, of course, fa draw
an exact paré)le]‘betweén 0il and all other natural resources. -
| UnlikejbiT, the world's other‘principaT:mineraI-reserves--
B acédfdfng to most‘éétimatés - apbear more than adequate to
:meetAprojeéied needs far into'the future. The céncéntratidﬁ,
however, of some resources in a handful of countries raises
- the poss1b111ty that cr1pp11ng shortages coqu arise 1f key
‘sources of supply_were cut off -~ possmb1y as a resultvof

fintefnatidnal conflict or geopolitical power struggles.



R Let.me oitehaffewieﬁamples;*‘

o Three-fourths of the known reserves of iron ore
are ]ocated in only five countr1es e Austra11a. Bra211,.

,Canada, Ind1a, and the Sov1et Unlon..

S 0 Nearly ha]f the reserves of copper are 1n six

'3r;‘countr1es - Canada, Ch11e Peru, the Sov1et Unlon, the

- Unlted States and Zamb1a° |

__' 0 Seven countr1es - most of them develop1ng countr1es -
‘ account for three-fourths of the wor]d's baux1te._:

0 Finale, of 15 minerals commonly used in'industry,

'over three-fourths of the world's known reserves.are

Aooncentrated in each case-in-no-more-than five countriess =~~~ = <

S]ugg1sh growth worldwide 1nf1at1on, grow1ng protect1on1sm,
1nsuff1c1ent cap1tal flows to developlng countr1es ‘uncertainty
-oner access to,v1ta1 resources ces th15-ent1re list of complicated
issues has onenoharacteristic in common. These are a]] global
| concerns and they all call for gToba] action. hey re beyond
the reach of any sing]e country or organization, however

powerful and well-intentioned it might be.



Shortly before his death in 1975, Arnold Toynbee said
- most of the ecdnomic,troubles of the woer.coﬁld be attributed
to what he called, qudte: "anfinéreaéing misfit between the
fact of giobaileconomic 1ife and the political organizatidn

of the world in 140 1dca1fsovereign states," unquote.

f }w:This“misfit;" to use Tbynbee's te%m,‘goes a long way

v’Atowakd éxp]aining the diffiéulty governﬁents encoﬁnter when

they tny td mendnsnags initheir_cwn doméstic ééﬁnomfc fabrié.A
rBut pdb1ic officiaié_are’constrained b& éqothér facto?;és‘we11.
Few governments have the'widespread'and patient public suppért ‘
that would pérmit them to pursue unpopular policies for'very’
1ong,'eVen though those pé]icieS’might be essential to thQLA

nation’s Tong-term financial hea?th.

| when & corporation enters a new market, It often doesn' t
expect to show a profwt on those operations for severa} years.
Massive development proaects may require a decade or more to
begin paying off. E]écted officia}s; on the other hand,
frequéntly are expectéd thproduce‘spectaculaf results in a

 much shorter time span.

 The transnational corporation'operates under its own set
~of limitations, of course.  For example, more than 60 percent
- of the medium- and long-term capital inflow to developing

countries Iast.yeér consisted of private loans and foreign
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‘ ;d1rect 1nvestment Yet most of th1s capIta1 went ta o

.i,'m1ddTe-1ncome countr1es rather than those at the 10west

f¢t1er of economic deve1opment - the 10w~1ncome countrles
«;;that 1ack suff1c1ent resources to borrow commercaa]?y or

o :attract adequate forelgn Investment, i.‘

Another constra1nt on transnat1ona1 1nvestment 1n -
v”develop1ng ccuntr1es is the understandable concern a host
;countny may have over the potent1a1 1mpact of fore1gn
Finvestment and 1nf1uence. Late]y, there have been s1gns f‘
Jof greater recept1v1ty to fore1gn 1nvestment on the part ;

“;of some countrles that once feared it.

Transnat1onals, on: the other hand, are demonstrat1ng%' i
~:more flex1b111ty 1n dea11ng w1th host countPIes. In somei“
;cases, for examp]e, they haven t pressed for maaorwty

(‘ownersh1p of subs1dxar1es asfaggress1vely as 1n»the»past.
But no doubt transnationa1 cdrpbratioﬁs'wil1 continue
~ to 1nsp1re mzstrust and fear as Tong as three common

. mlspercept1ons pers1st Let's examine them for a moment

Misconception number one,holds that transnationals

do Titt1e to foster their host countries' economic development.

A recent study byvan international cOnsu]ting firm

- pointedly refutesvthis.contention."It_indicates:



oi?irst, that transnationalsigenerally increase

exports at a faster pace than domestic companies;

o Second, that they sbend‘a larger percentage of

‘ﬁﬁeir saIeS’dOIIars on research and develbpment;'

0 And third, tﬁat they re1nvest a hlgher percentage
’ of the1r proflts.

M1sconcept10n numBer two is: If you ve seen one

transnatwna], you've seen them all.

-Ne]],Athat just isn't so. Asvi11ustrated'by the organizations
represented here, transnationals come in hany different‘shapes, sizes,
,ﬁand‘coiofﬁj wfrom state and parastata1 organmzat1ons to. pr1vate |
corporatlons, and from heavy m1n1ng companies to manufacturers

of 1ight consumer gcods.

Misconception nunber three is: The word "transnational” |

-fS'vTrtually synonymous with the word "American."

Well, that isn't true either. The fact is that the ranks of
transnationals have broadened consﬁgerably since the 1960s, when

- "the American

chiallenge" was becoming a major concern in some quarters.



In 1963 two-th1rds of the wor]d‘s 1argest compan1es
| were based 1n the Un1ted States. Now féwer than one-half | |
7 are.v And if you run down the 11st of the world's 500 1argest
“ucorporatlons you }1 f1nd the1r headquarters are d1spersed
‘.among 35 countrxes, 1nclud1ng severa1 from ‘the deve]oplng

 . wor1d

*Now, I sa1d ear11er that I con51der you, as }eaders of
fsame of the wor1d‘s most successfuT enterpr1se3, lmportant ‘
| ‘la111es 1n the effort to bu11d a more prosperous "and equ1table

;glpba] sqc1ety

| And Certainly bné of the most significéht'¢ohtr15utions .
"you can make is, quite s1mp1y, to keep on doxng what you do
'best~ that is, meet1ng the demands of your markets by comb1n1ng,
in optImal fash1on, the-essent1a1fcomponents qf product1on -

,hesoUrces,,Tabdr, and capital.

You may ha#éiseen this mandate expréSsed'more,succinctly
by a f]eet of San Francisco cement trucks that bear the motto:
~ "Find a need and f111 1t.“ Your success suggests that you've

been do1ng aust that
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Bufvin'the‘ﬁrodess-of«serving your markets, you also have
a unique opportdnity to build bridges of understandfng}—-‘as-weT]
as of concrete and steel; and to sow the seeds of interdependence --
‘rather than those of confrontation; and most of all, to help
provfde the pébples of many developing societfes with the jobs,
and skills, and increased'income‘that can improve the quality of

their own 1ives.

1 don't'mean'to suggest that transnafiona]é shodldvtrespaﬁs
' on'tﬁe proper preserves of the.bub1ic sector. Some activities .
certaihly Eelong within theApurview of govern@gnts..IAnd.dthers
Can best be carried out under the aegis of multilateral

- {nstitutions.

| Neverthé1ess, I'm convinced that there are many areas where

- the interests of all these various parties overlap, and where

the synergfsm'of Coopération'wou]d yield a total effect
- considerably greéter than the éum‘of all our indépendent and

isolated efforts.

Perhéps there's a 1éssonAfor us all in a rather embarrassing
epiéode from the career of a distihguished symphony conductor.
He was directing the performance of an overtﬁrevthat was supposed
to culminaté.in a‘dramatic trumpet flouriéh when he noted, to his

chagrin, that the a]l-impdrtant trumpet player was nowhere to be seen.



Hé had no other,fecoﬁrsewbut tofend‘the pérforman¢e
without the accuétcmed’fanfare. Later, it became cleartﬁat ,'
the trumpeter was absent through no fau]t of his own. He énd
: hzs trumpet had been detained at the stage door before he
cou1d take his place in the orchestra by an overzea?ous guard
whp insisted: "You can't play that thing here. There s a
o ¢oncert'go§ng‘oh;“ - o

| NéTI,'T;d iike to Teave you with this one thought: “There
is a concert. in ﬁrcgresévon the _global économic‘stage,fand
wh11e everycne may not recogn1ze 1ts your 1nstrument is one

of the most 1mportant

The world desperate]y needs to make better music tqgether.
lAnd we at the World Bank avn‘rcunt*ng on you -- as well as on
all the other members of the orchestra -- to help br1ng exactly

that anut

Thank you‘very much



