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F oreword

o ver the past 25 years, technology differences have steadily decreased among
competing firms of different nations. The technological superiority of an IBM,
AT&T, or Boeing has been offset by the rise of capable competitors worldwide.
The traditional U.S. advantages of privileged access to broad, deep, and liquid

capital markets, as well as large economies of scale and scope, have similarly leveled off.
These changes reflect major shifts in the structure of the world economy. In the

broadest sense, the globalization of business, communications, and transportation is
transforming the post-WWII system of international trade and investment. At the same
time, profound asymmetries have developed in the rules of different nations that influence
and regulate the activities of multinational enterprises (MNEs).

In the post-cold war period, the structure of multinational industry is evolving far
more rapidly than the rules that govern its conduct. The policy challenge is to manage and
defuse escalating trade frictions in ways that promote growth and ensure a fair and
sustainable distribution of advanced technology and manufacturing assets among
competing national economies. MNEs are central to this process because they are
international conduits of technology and goods and services; they also provide the quality
jobs and capital that support economic growth and high standards of living.

The interests of MNEs, however, do not always conform to those of the United
States. The United States wants MNEs to conduct core business operations here, to
interact with local firms to create employment and wealth, and to retain the benefits of that
wealth for U.S. citizens. But MNEs are understandably less concerned with advancing
national goals (which may conflict among different nations) than with pursuing objectives
internal to the firm-principally growth, profits, proprietary technology, strategic
alliances, return on investments, and market power.

Surely there must be some balance or compromise that can be reached between
maximizing efficiency at the level of the firm, and the need of host governments to ensure
that firms act in ways that contribute to national well-being. Although companies and
governments may pursue different objectives, there is no irreconcilable incompatibility
between the interests of MNEs and those of nations.

This assessment was requested by the Senate Committee on Commerce, Science,
and Transportation and the Senate Committee on Banking, Housing, and Urban Affairs.
This is the first of two reports, It is intended as an introduction to and overview of the
issues that affect multinational firms and the U.S. technology base. The final report, to be
published in 1994, will present additional analysis and policy options related to issues
raised in this report.

(7’+- -
Roger C. Herdman, Director

III



A dvisory Panel
Lawrence M. Friedman
Chairman
Marion Rice Kirkwood Professor

of Law
Stanford Law School

Jay Chai
Chairman and CEO
Itochu International

Alfred Chandler
Straus Professor of Business

History, Emeritus
Harvard Business School

Lance Compa
Administrative Officer
Washington-Baltimore

Newspaper Guild

Stanley J. Fidelman
Senior Vice President, Engineering,

Safety and the Environment
Merck

R. Scott Fosler
President
National Academy of Public

Administration

William Greider
National Editor
Rolling Stone

Richard W. Heimlich
Corporate Vice President for

International Strategy
Motorola

Robert J. Hermann
Vice President, Science and

Technology
United Technology Corp.

Jeffrey Leonard
President
Global Environment Fund

Theodore J. Lowi
John L. Senior Professor of

American Institutions
Cornell University

David A. Markle
Vice President, Advanced

Technology
Ultratech Stepper

Oscar B. Marx, Ill
Vice President Automotive

Components Group
Ford Motor Co.

William D. Mulholland
Bank of Montreal

Indra Nooyi
Vice President, Strategy and

Planning
Asea Brown and Boveri

James F. Rill
Partner
Collier, Shannon, Rill, and Scott

Richard B. Samuels
Ford International Professor
Director of MIT Japan Program
Massachusetts Institute of

Technology

Peter Schavoir
IBM Director of Strategy
IBM

Steven Schlossstein
Resident
SBS Associates

Harley Shaiken
Associate Professor, Department of

Communication
University of California, San Diego

Raymond Vernon
Clarence Dillon Professor of

International Affairs, Emeritus
John F. Kennedy School of

Government

Andrew W. Wyckoff
Head of the Economic Analysis

section
Directorate for Science, Technology

and Industry
Organisation for Economic

Co-operation and Development

NOTE: OTA appreciates andis gratejhlfor  the valuable assistance an. dthoughtfid  cra”tiquesprovidedby  the advisory panel members. The panel
dbes not, however, necessarily approve, disapprove, or endorse this report. OTA assumesfull  responsibility for the report and the accuracy
of its contents.

iv



P roject Staff

Peter D. Blair, Assistant Director, OTA
Energy, Materials, and International Security Division

Audrey B. Buyrn, Program Manager
Industry, Technology, and Employment Program

William W. Keller, Project Director

Kenneth E. Freeman
David Rosenfeld
Lucian Hughes

PRINCIPAL CONTRACTORS

Carol V. Evans
Louis W. Pauly
Simon Reich

CONTRACTORS

Paul N. Doremus
David J. Eichberg
Jacques Hymans
Takashi Mashiko
Elizabeth Sheley

Gregory S. Tsarnas

ADMINISTRATIVE STAFF

Carol A. Bock
Diane D. White


