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This paper aims to put forward an original concapftamework and a renewed perspective
on monetary analysis applied to trans-national @@fons based on some of the views of
Bernard Schmitt developed over the last forty ye#@®er reviewing the terminological

principles of the theory of money emissions, wewvshbat Bernard Schmitt’s theoretical

insights have enabled the successful integratiomariey and output at the conceptual level
along the lines of a Keynesian monetary theoryrofipction. We then examine the issue of
the definition of the trans-national corporatiordats exponential rise in the world economy
with regard to the globalisation process. Finalhg inclusion of trans-national corporations
in the theory of money emissions allows us to redetransnational production as an
additional conceptual level in monetary macroecamseywith far-reaching implications as

far as the monetisation of trans-national produncéind the subsequent reform of international
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“Trans-national: Reaching beyond or transcendingaratl boundarie%
The American Heritage- Dictionary of the Englismmbaage (2000)

Introduction

The trans-national corporation (hereafter TNC) bbsgiously become a major actor in the
global economy of the twenty-first century. Comnagois usually agree on the decisive
nature of its socio-economic contribution to theobgllisation process. However, the
increasingly important role of TNCs is not easippeehended by economic science, which is
generally not at ease with those gigantic, multieisional and stateless institutions. As a
consequence, they are very often stereotyped: “d]Md@nd at the heart of the debate over
the merits of global economic integration. Theiitics portray them as bullies, using their
heft to exploit workers and natural resources withregard for the economic well-being of
any country or community. Their advocates see [TNSsa triumph for global capitalism,
bringing advanced technology to poorer countriesl dow-cost products to the wealthier
ones(The Economist, 1997) Therefore, analytical discussions involving TNCe aiften
blurred in a discourse determined by the underlgagumptions concerning their perceived
benefits or their negative effects on the worldresay. Surprisingly, no convincing attempt
has been made to analyse TNCs thoroughly withirtieeretical framework of a monetary
theory of production advocated by Keynes (1933}hls article, we attempt to adopt such a
perspective in order to analyse the role of TNCsiglobal economy. Let us remind our
readers that a monetary theory of production is tbae takes money into account, from the
outset, in the economic process (Barrére, 199®)paad which refuses the neoclassical
dichotomical approach assuming the neutrality ofneyo (Schmitt, 1975, pp. 9-10). An
interesting heterodox approach, which might hel@wsid the aforementioned shortcomings
of classical monetary economics, is the theory oheay emissions (hereafter TME), whose
theoretical framework will be widely referred totims article.

Money having been defined as the numerical forrmutput in the TME (Schmitt, 1975, p.15,
Cencini, 2001, p.76), we are interested in somb®fdeterminants of world economic output
that might account for the deep and complex transitions of the economic system at the
global level. In fact, in the light of the recemnodution of the world economy, characterised
by the exponential rise of TNCs, we argue thatatogementioned integration of money and
output, as established by the TME, needs to beeguusime step further, by taking into
consideration the trans-national nature of productiVe are therefore interested in this paper
by the recent evolution of world output and thentifecation of the main actors in the global
economy. We will particularly insist on one actohavseems of utmost importance namely
the trans-national corporation. The TNC (alongcofirse, with the workers it employs) is
arguably, in a global economy, the main creator tadsferor of newly created and often
intangible assets (Dunning, 1997). Those assetshmaynsidered to be the essential drivers
shaping world economic outgut‘more than any other single institution, it is thrans-
national corporation which has come to be regardasl the primary shaper of the
contemporary global econorh{Dicken, 2003, p. 198). Without being exhaustiwethe first

! The following quote illustrates the current weighitTNCs, which have become the new major playerhé
global economy: Today, 47 of the top 100 economies in the worldaateially TNCs, 70% of global trade is
controlled just by 500 corporation€larke, 2003, p.70) The sheer concentration of economic power within
TNCs is another key characteristic of the new di@tanomy: ‘& mere 1% of the TNCs on this planet own half
the total stock ofDI (ibid.)”. The acknowledgement of the paramoimportance of the TNC as the primary
shaper of the global economy is the object of &ensus among economists and is to be found in tmedns as
well as heterodox circles such as in Post-Keyndgenmature (Arestis, 1992, p. 89).
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section we will survey the main theoretical conitibns of the TME as far as the integration
of money and production is concerned. Before weesidthe macroeconomic consequences
of the ‘global shift? entailed by the rise of TNCs, it might be usefulprovide a more
rigorous definition of the trans-national corpaoatiin order to apprehend its role and analyse
its evolution over the last decades. This will be bbject of section two. The third section
will deal with the consequences of the inclusiontrahs-national corporations in the TME
(one of the theoretical frameworks that best cagstuhe essence of a monetary theory of
production, according to us), with the subsequefindion of the concept oftfans-national
productiorf and its possible impact on the study of the waddnomy. We will conclude by
sketching out possible theoretical evolutions @& TME, fully taking into consideration the
increasingly dominant position of TNCs in the woelcbnomy.

The Integration of Money and Production in the Theoy of Money Emissions

It is impossible to go, exhaustively, through forggars of conceptual progress in the
understanding of bank money as achieved by the TWtgGh is the cornerstone of the so-
called Schmitt school (or Dijon school), owing tetdecisive influence of Bernard Schmitt
(1966, 1975, 1984, 1996) in the development ofTthi=. Nevertheless, it might be possible
to sum up the key features of the TME without distg its fundamental insights as far as the
definition of bank money as well as the integrattdrmoney and production are concerned.
Firstly, the TME is based on a renewed conceptibmoney viewed as an instantaneous
event, that is to say a circular flow that does swtvive the payment occurring during a
transaction between two economic agents in a degpiegconomy (Cencini, 2001, p.76, Rossi,
2006). The fact that money does not survive theneay is precisely linked to the idea that
“money and payments are one and the same”t(@ahmitt, 1996, p.88). As Rossi (1998a,
p.37) points out;'the distinguishing feature of modern banking - dantrast to non-bank
financial intermediation - is to issue paymentshwitthe economy. Precisely, the monetary
aspect of any payment is a wave-like emissiors, & flux-reflux occurring instantaneously.”
Hence, the emission of money (which is viewed laer@ flow) occurs only within payments
and can therefore be considered as an instantaeseuns (Rossi, 2006, p.124). Rossi (ibid.)
argues that,strictly speaking, money never leaves the bankngst The payment order that
the payer (say client 1) addresses to the banlkavodr of the payee (say, client 1l) is carried
out by this bank through a simple double-entrytsnbiooks, by means of which money can be
viewed as a flow from and to its source (money tiiogris impossibl€) As Cencini (1995,
p.18) points out, the instantaneous reflux of motwelts point of origin cannot be identified
with an equilibrium condition that might be satexfi(or not). It is, in fact, a fundamental law
of bank money that will always be logically truegardless of the behaviour of economic
agents. Between payments, bank deposits do nat tea&xist but it is preferable here to talk
about money balances (here viewed as a stock)rriditne moneyer se It is crucial to stress
the accounting nature of money in the TME. The wafl@ouble-entry book-keeping in the
recording of monetary transactions and the finapohproduction had already been stressed
by Keynes (1937a) in his articles on the financdiveopublished after th&eneral Theory
(1936): “Finance’ and ‘commitments to finance’ are mere diteand debit book entries,
which allow entrepreneurs to go ahead with assuedn@eynes, 1937a, p.209). But while
double-entry bookkeeping is the activity that cetssiin recording payments, the actual
visible accounts only show the resulting money heds (whether positive or negative),
which are the mere outcome of payments (and therefbthe wave-like emission of money)
and not moneyer se Bank entries may therefore be viewed as the refuhstantaneous

% To borrow the title of Peter Dicken’s book (2003)
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events corresponding to payments in modern cagtitetionomies “As Bernard Schmitt put
it [...], ‘double-entry accounting records the rdiswf monetary flows and not the flows
themselves'(Rossi, 1998, p.36)". We now need to investigdie wave-like emission of
money, which occurs and is defined simultaneouslythoee different poles, namely firms,
wage earners and banks (Gnos & Rasera, 1985).

The circular flow of money in the TME

Figure 1
B
1) @)

The circular flow depicted in Figure 1 can be brokdown into four simultaneous and
instantaneous flows (F and W stand respectivelyther payer (say, a firm) and the payee
(say, wage earners)). The payment is aborted i€iticalar flow is not simultaneously defined
on B, F and W. The result of the whole operationiisf the emission is not complete (and
therefore not circular). Hence if flows (1) and &g emitted, this is the typical situation of a
line of credit opened by a bank for a firm. Howewas long as no payment has been made,
one cannot talk about the existence of mopey se If flow (3) is now emitted but if the
corresponding deposit is not immediately depositeB, that is to say if flow (4) is left out,
or if it is issued later than flows (1), (2) an®),(then the payee (W in the case at hand)
receives a mere promise to pay. If (4) is not exditthe bank acknowledges its debt towards
W but without the possibility of an actual paymesince a promise to pay cannot be
identified with a payment. In order to be paid, theeyee must obtain a claim over a bank
deposit, certifying that (s)he has received a dngwiight on a fraction of output in a
numerical (or monetary) form. In fact, flow (4) repents the completion of the payment
when the payee is credited with the deposit thatatestrates the restitution to the bank of the
means of payment (the money here has flown fromtants source but without leaving the
bank).

The concept of production in the TME

Intuitively, it seems that any production proceas h positive duration in time. In economic
terms, however, Schmitt (1984, p.51) has shownghaduction is a very specific action that

defines a real emission that comes into existendecan only be captured at the very moment
the production process is fully completed. This nsethat production (in economic terms) is
nil until the production process has been totatlgnpleted when it becomes a positive action.
Considering the set of firms as a whole, a prodtart only be defined by the social

relationship between labour and output. This refeghip enables the conceptual integration
of money and output through the payment of produactosts, which are identical to wages

%It takes no more than an instant to enter a payrnmea bank’s ledger” (Rossi, 2006, p.124).
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from a macroeconomic point of view owing to thetftwat intra-firm purchases cancel out
(Rossi, 2006, p.124). At the very instant wages e, production is defined by its end-
result namely the physical product itself (ibicFurthermore, production ceases to exist in
continuous time at the very instant following thelef the production process. The nature of
the real emission hence defined by production éseffore instantaneous. Now that we have
described the sequence leading to the concepttiaitd® of the product in the TME and
outlined the instantaneous nature of production,cae infer that the payment of wages
enables the integration of money and output, whige in a single macroeconomic object,
namely money-income, wherein money has acquiregbbhaontent and output a numerical
form (Cencini, 1995, p.15).

The instantaneous nature of production also ralsegjuestion of the integration of time in
macroeconomic theory. As a matter a fact, the previanalysis of production requires a
conception of time which is specific to economicsl avhich differs from the intuitive and
observable continuous (or historical) time in whibke production process takes place. Since
production cannot be defined in any finite and wkible interval of continuous time — owing
to its aforementioned instantaneous nature -,ntardy be defined on a quantum of time. As
Cencini (1985, p.74) puts it, quanta of time ategical necessity, which stems from the fact
that production does ndoake place in timéut ratheris an indivisible and finite period of
time, that is to say a quantum of matter and energylded by human beings (Schmitt, 1984,
p.54). This logical necessity enables economistdefine a conception of time that allows
them to define production in purely economic tetmsransforming a continuum of time (a
given interval fo, tr] in continuous time) into a quantum of time. Everpduction defines a
quantum, a real and instantaneous emission, wihjgantises’ time (ibid.). That means that
economic reasoning requires continuous time to bbheld in order to put forward an
economic conception of time that captures the wesyant at which production becomes a
positive action in economic terms. The produchesénd-result of the production process that
takes place in continuous tim [ tn] but only comes into existence, as an economiateve

tn. The instantaneous existence of productiomiabsorbs the whole periotb[ tr], which
leads to this fascinating and logical conclusion:aoquantum of time, production does not
take place intime but it actuallyis time (ibid.). We now consider how this definitiof a
quantum of time perfectly fits into the framework @ monetary theory of production
advocated by Keynes (1933) in order to study chglitaconomies (Barrere, 1990, p.28) since
production may be considered as the primary econaperation that necessarily precedes
any exchange (Schmitt, 1975, p.11). As soon aptbeuction process is completedtm it
becomes a positive action and it is instantaneadshosited in continuous time where it can
be defined as a product (Schmitt, 1984, p.54). Hewehe fundamental feature of the stock
of products deposited in continuous time is itehmjeneous nature (and its “conversion” into
a measurable whole is probably one of the fundaaheputestions in monetary economics). In
the TME, a fundamental proposition is that eachssian of money is necessarily coupled
with a real emission — that is to say productiomd§ & Rasera, 1985). As pointed out by
Rossi (2001, p.5),Money can be seen as the organic result of twmatgly related actions
(or flows): (1) creation, on the monetary side, tbk numerical form of payment (2)
production, on the real side, of physical outpui by firms and workers taken togethefhe
content of a real emission defines physical outpdiich, however, has no intrinsic value-
substance, which was wrongly assumed by neocldsstcaomists (Cencini, 1985, p.91).
The misleading concept of utility was probably thggest error of classical economics along
with the false idea of the neutrality of money (8ath, 1975, pp. 9-10). The object of a real
emission is merely the social form of the stockpadducts (Cencini, 1985, p.216) that have
been primarily conceptualised and physically braugbout by human labour. We can see
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why labour is conceptually the sole source of eatuino/alue (the only factor of production in
the economic process). The etymology of the worttdr” is “creation® (The American
Heritage Dictionary of the English Language, 20G@)jch is precisely what labour is: an
intellectual and physical endeavour that givesdsial form to any physical output with the
help of money units. Keynes (1936, p.38) had alyestibssed the nature of economic output,
which is a ‘hon homogeneous complex, which cannot be medsuradour being the
endeavour of human beings that gives its shapedooenic output, money can be considered
as the incorporeal standard (Rossi, 2006, p.12¢)dives birth to the numerical homogeneity
of all produced goods and services (Rossi, 200R,297).

[it is preferable to regard labour, including, afurse, the personal services of the entrepremelihis
assistants, as the sole factor of production, dipgran a given environment of technique, natural
resources, capital equipment and effective dema@hid. partly explains why we have been able to take
the unit of labour as the sole physical unit, whigh require in our economic system, apart fromsunit
of money and of time (Keynes, 1936, pp. 213-214).

This exclusive role given to labour in the formatiof economic value is certainly noa “
denial of the actual role that capital and land plen the production proces¢Gnos, 2005,
p.90) but is rather explained by the theoreticatidction between the formation of new
incomes (brought about by the payment of wages}tamdpending of existing incomes when
entrepreneurs pay for the capital goods that wititabute to the production process (ibid.).
The fact that labour is the sole factor of producttin the production process allows us to
identify the payment of wages as a conceptualfication for the existence of money. From a
macroeconomic point of view, this is confirmed by ffact that if there were no workers to
remunerate, money could not circulate and hencst éRiochon, 1999, p.31). In the TME,
money is defined as the numerical form of outpubséhappropriation by income holders has
only been made possible through the mediation bbda (and therefore the payment of
wages) regardless of the existence of other physipats that might have accounted for the
production process. Labour is viewed as the cone¢pbol that enables economists to define
production. The physical nature of production ig goestioned but its holistic and social
expression requires a fundamental element thagnsetl primarily from human effort - that
is to say labour - and expressed in money unitki(l@ion, 2005). Money in the TME is thus
the holistic tool by which the economy becomes aretbwith a social expression of output
that enables the measurement of the otherwisedgetieeous mass of physical goods and
services. The TME states that banks do not create any tapnebject that would be made
independent from the productive sphere: as Ro€881p.29) points out, any net creation
(whether tangible or not) results from the intelled¢ and/or physical endeavour of human
beings. This collective effort can be seen as astratt productive project whose
implementation in the real world requires the mogdof matter and energy through the
production process. The role performed by banksists in the monetisation of production
as well as the creation of money units (which ath lpositive and negative numbers). The
existence of negative units of money might surpthgereader but was nevertheless confirmed
by Bernard Schmitt (1996a, p.134) with the helpl@fible entry bookkeeping. Cencini (1997,
pp. 273-4)has stressed the accounting nature of money angatreamount importance of
double-entry bookkeepingirf simple words, the creation of money is nothitigepthan the

4 Middle Englishf act our , perpetrator, agentfrom Old FrencH act eur , from Latinf act or , maker from
f acer e, to make

® Goods and services remain heterogeneous and gertiinlack any homogeneoualue-substancéCencini,
1985, p.91) despite the existence of money. Momagsdhot quantify the intrinsic (and hypotheticatiiue-
substance of goods and services. Instead, moneydpsothe economy with numbers enabling the scuidl
holistic measure of economic output (Schmitt, 19¥%5).
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use of double-entry bookkeeping to provide the @rynwith numbefs We might add that
the emphasis in the TME is mainly on the macroesoactructure of the economic system
in which “the monetary sector and the real sector operatecaonitantly to determine the
macroeconomic magnitudgar excellencemoney-income(ibid.). The role of banks, firms
and wage earners are therefore clearly analyséeitheoretical framework of the TME in
the light of a holistic macroeconomic structure r{€ai, 1997, p.276). After this brief
exposition of the TME, we now turn our attention ttee trans-national corporation (its
definition, evolution and role in the global econgm

The Evolution and the Role of Trans-national Corpoations

In the previous section, we showed how the TMElmconsidered as a powerful elaboration
upon the nature of bank money enabling the fukgration of money and production at the
conceptual level. The starting point of this sattis the previously established theoretical
result of the TME, namely the fact that money (waewas a circular flow enabling income-
formation through the payment of wages) can in bectnterpreted as thetimerical form of
output (Schmitt, 1975, p.15, Cencini, 2001, p.76). Hoervin the light of the recent
evolution of the world economy characterised bydkponential rise of TNCs, we argue that
the aforementioned integration of money and out#tds to be pushed one step further by
taking into consideration the trans-national natofgroduction in a globalised economy.
Therefore, we would now like to move temporarilyagwirom the TME in order to consider
what is probably the major contributor and deteaninof economic output in the global
economy of the twenty-first century namely the sraational corporation (TNC).

Definition of the trans-national corporation

A transnational corporation is an enterprise thahtiols assets of other entities in
economies other than its home economy, usuallyvinyiray a certain equity capital stake.
An equity capital stake of 10%or more of the ordinary shares or voting power dar
incorporated enterprise, or the equivalent for amaorporated enterprise, is normally
considered a threshold for the control of asseldQUAD, 2004). The definition of a TNC
put forward by letto Gillies (2005) shows how itxistence is derived from the
globalisation of production:

The TNC is a company that operates direct busiaessities in at least two countries. [...] it i®tn
enough for the company to engage in general intiemel business activities abroad to be classifisd
trans-national or multinational. A company that @ges in international business via exports/or impor
of goods and services or via non equity collabeeaithvestment — i.e investment undertaken for gurel
financial reasons — does not become a TNC by vidtighese business activities [...] To be a
transnational, the company must operate directiphénforeign country via the setting up of affiéiat
and therefore through the ownership of assetsddcalbroad (letto-Gillies, 2005, pp.11-2).

However, Dicken (2003, p.198) underlines the eristeof numerous forms of collaborative
ventures that account for alternative means ofrobrand coordination of international
production activities. He therefore suggests a deoalefinition of TNCs, which goes
beyond the mere criterion of ownership of produetassets located abroadA trans-
national corporation is a firm which has the powerco-ordinate and control operations in
more than one country, even if it does not own tieiah.)”.

® This threshold is rather conventional and arbjtrém some countries, an equity stake of other tha¥ is still
used. In the United Kingdom, for example, a stak@086 or more was the threshold used until 1997.

154



International Conference on Globalization and liscbntents, Cortland, 2007

At a more conceptual level, the difficulty to appead the essence of TNCs lies in the fact
that corporations (whether trans-national or ne® by definition very abstract entities,
which do not have any concrete or material formestity:

Though human beings work inside corporations, aa@tion itself is not a person [...]. A corporation
is not even a thing. [...] If a corporation is ngberson or thing, what is it? It is basically a cepicthat

is given a name, and a legal existence, on paperth¥tik of corporations as having concrete fornus, b
their true existence is only on paper and in ourdsi(Clarke, 2003, pp.84-85).

Another key characteristic of corporations is ttiety very often outlive the people who
work for thend (Sawyer, 1995, p. 61):a“corporation usually outlives the human beings
who have been a part of it, even these who owhabrporation actually has the possibility
of immortality (Clarke, 2003, p.85). Paradoxically, in the rearld in which we live,
those abstract and immaterial entities have arguaatome the dominant institutions of the
global econom¥and have acquired considerable economic powen @ftehe expense of
nation-states and more democratically elected gonents:

TNCs [...] can move their capital, technology, goaalsd services freely throughout the world,
unfettered by the regulation of nation states enalgratically elected governments. In effect, whet h
taken place is a massive shift in power out ofthads of nation states and democratic governments
and into the hands of TNCs [...] (ibid., p.71).

Genesis and historical evolution of trans-natiocatporations
Let’s trace back very briefly the genesis and thagion of TNCs:

The historical origins of TNCs could be traced @ tmajor colonizing and imperialist countries of

Western Europe, notably England and Holland. Tloegss began in the 16th century and continued for
the next several hundred years. During this perfodis such as the British East India Trading

Company were formed to promote the trading actisitand territorial acquisitions in the Far East,

Africa, and the Americas (Singh, 2001, p.1)

However, the meaning of TNCs as provided in thegmepaper is probably more recent:

The transnational corporation as it is known todaywever, did not really come into being until the
19th century. With the advent of industrial capstal in the 19th and early 20th century, the seéoch
resources including minerals, petroleum, and afitical commodities as well as pressure to protadt a
enlarge markets propelled transnational expansjozompanies exclusively from the United States and
a handful of Western European nations (ibid).

We argue here that the TNC, whose existence isulmme of a long historical evolution, is

the condition as well as the outcome of the glaladilbn process. In a description of the world
economic system before the first World War, Keyn@®920) reminds us that the

internationalisation of the economy is not a newr@menon:

" Or the people who created them... Japanese Balisishi Murakami has emphasised this aspect obeaiipns
in his works: ‘Louis Vuitton is dead but people still buy ‘hisgiage(Siegel & Mattick, 2004, p. 63)”

& An institution can be seen as a group of peopimmised and united for specific purposes. The T8l@ni
example of institution. In the real world, humarings work for TNCs, which are nevertheless not huraad
not even material. We argue that it is perfectlyidal and coherent with the rest of the argumemtatd state
that those economic institutions are extremely péw/€in economic terms) despite their mere conaapand
legal existence.
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The inhabitant of London could order by telephagipping his morning tea in bed, the various prosluct
of the whole earth, in such quantity as he migktfgeand reasonably expect their early delivgugmu his
doorstep; he could adventure his wealth in therahtesources and new enterprises of any quarttreof
world. The projects and politics of militarism aimdperialism, of racial and cultural rivalries appe@to
exercise almost no influence at all on the ordinagurse of social and economic life, the
internationalisation of which was nearly completgractice (Keynes, 1920, pp.11-12)

However, since World War Il, Dicken (1999) argudwmttthe world has witnessed a
qualitative and quantitative change in the proadsmternationalisation of production with
the exponential rise of TNCs that has given risarounprecedented form of evolution of
world economic output, namely the globalisationgeiss. According to the World Investment
Report (UNCTAD, 2004), there were, in 2003, at {egi5000 TNCs in the worfdwith over
900,000 affiliates accounting for one tenth of ildBDP and one third of world expdtts

A very important (and relatively recent) phenomemonow taking place within TNCs; it is
the rise of intra-firm trade that is to say crossder trade taking place within TNCs and their
affiliates: “Intra-firm trade accounts for around one-third odags exports from Japan and
the United States, and a similar proportion of @6 goods imports and one-quarter of all
Japanese goods import®©ECD, 2002)”. This phenomenon is arguably reshapine
physical production process at the internationatllen a dramatic way:

Interestingly, the national economies are not symgtlling each other goods and services, but
producing together. A large share of US trade wWitinada and Mexico occurs within the same or an
affiliated firm [...] A car made in North Americaay, in its separate pieces, cross the borders daxen
time before it is finally sold. As a report [.. ¢rcluded: “Americans do not buy Canadian cars hag t
do not sell American cars to Canada. Americans@enthdians (and Mexicans) make North American
cars together in the same companies, in cross-baalginental production networks” (Faux, 2006,
p.208).

°In 1970, there were only some 7,000 parent TN@sy{S 2001)

1% These figures are only estimates of the sharkeofvorld GDP and world exports accounted by TNGsey

do not reflect the true weight of TNCs in the woedonomy. It would be interesting to design further
comprehensive indicators in order to measure tterdntion between TNCs and domestic firms (collaboe
ventures, strategic alliances, other forms of masinips...). A much higher percentage of all worldresmic
output, trade and investment would very likely praw be influenced by TNCs.
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Table 1: The world’s top 100 non-financial TNCs, raked by foreign assets, 2003
(Millions of dollars and number of employees)

Ranking by: Assets Sales Employment TNIP
(%)
Foreign
assets TNI® e Corporation Home economy Industry® Foreign Total  Foreign® Total Foreign Total
1 77 37 General Electric  United States Electrical & electronic 258 900 647 483 54086 134 187 150 000 305 000 43.2
equipment

2 7 95 Vodafone Grour  United Kinadon Télécommunicatior 243839 26258 5007( 5989: 4747: 6010¢ 85.1
3 72 12 Ford Motor United State Motor vehicle 173882 30459: 6076 164 19t 138663 32753. 45.F
4 90 65 General Motor United State Motor vehicle 15 4466 448507 51627 18552 104000 294 00( 32.F
5 10 78 British Petroleun United Kingdon Petroleunr 14155.  17757. 19287' 23257: 8665( 103 70( 82.1
6 31 41 Exxonmobil United State Petroleurr 116853 17427t 16692t 23705: 53748 88 30( 66.1
7 22 80 Roval Dutch/Shel United Kinadom

Netherland: Petroleurr 112587 16809: 12986: 20172( 100000 11900( 71.¢
8 68 94 Tovcta Motor Japal Motor vehicle: 94164  18950. 8735 14917 8931: 26441 47.%
9 16 48 Total Franct Petroleunr 87840 10098 9471( 11811 6093. 11078: 74.1
10 62 69 France Teleco  Franct Télécommunicatior 81370 12608. 2157: 5220 8862t 21852 48.¢
11 14 58 Suez France Electricity, gas and 74 147" 88343 33715 44720 111445172291 74.7
12 89 34 Electricité De France Electricity, gas and 67069 185527 16062 50699 51847 167309 32.9

Franct wate!

13 80 63 EOr German' Electricity, gas ani 64033  14126( 1865¢ 5233(C 2965. 6938: 41.2
14 85 74 Deutsche Telekor German' Télécommunicatior 62 62 14660: 2386( 63 02¢ 75241 24851¢ 37.C
15 67 RWE Grou German' Electricity, gas an 60 34¢ 98597 2372¢ 4906, 53554 12702¢ 50.€
16 23 23 Hutchison Hona Kona. Chin Diversifiée! 59141 8034( 1080( 1869¢ 10452¢ 126 25( 71.4
17 32 40 Siemens A( German Electrical & electronic 58 463  9801: 6448¢ 83 78: 247000417 00( 65.%
18 53 46 Volkswagen German' Motor vehicle 57853' 15046, 7119( 98367 16029¢ 334 87: 52.C
19 21 35 Honda Motor Cc  Japal Motor vehicle 531123 7776t 5419¢ 7040¢ 93006 131600 72.C
20 34 89 Vivendi Universa Franct Diversifiec 52421  6936( 1576<¢ 2876. 32348 49617 65.2
21 42 83 ChevronTexact United State Petroleunr 5080¢  8147( 72227 1200: 3384: 6153! 59.z
22 3 30 News Corporatio Australie Médie 5080: 55317 1777: 1908¢ 35604 3850( 92.F
23 65 29 Pfizer Inc United State Pharmaceutica 48960 116 77* 1834: 4518f 73200 12200( 47.F
24 93 85 Telecom ltalia S Italy Télécommunicatior 46047 10117. 681€  3481¢ 1491( 93187 27.C
25 50 18 BMWAG German' Motor vehicle 44 94¢ 7195¢ 3501 47000 2608€ 104 34: 54.C
26 60 53 EniGrour Italy Petroleurr 43967  8504: 29341 5811; 3665¢ 76521 50.C
27 4 9 Roche Grout Switzerlant Pharmaceutica 4292¢  4808¢ 2279( 2318! 57317 65357 91.¢
28 95 79 DaimlerChrysler German/America Motor vehicle: 41696 22514 5519% 15399 7699: 36206 25.Z
29 44 32 Fiat Spi Italv Motor vehicle 41 55; 7916C 3607¢ 5335 88684 1622% 58.-
30 15 3 Nestlé S/ Switzerlan Food & beveracs 41 078 7240z 4430€ 6532¢ 247506 253 00( 74.1
31 55 5 IBM United State Electrical & electronic 40987 10445 5536¢ 8913. 180515 31927 52.¢
32 83 47 ConocoPhillio  United State Petroleunr 36510 8240: 2942¢ 90491 1498: 3900( 38.Z
33 46 31 Sony Corporatio Japa Electrical & electronic 35257  8488( 4436€ 6466 9640C 162 00( 56.¢
34 58 71 Carrefour St Franct Retai 34323 4933 3936¢ 79780 1382¢ 4190<¢ 50.¢
35 96 24 Wal-Mart Store  United State Retai 3401¢  10491; 4757 256329 361765 1500 25.C
36 69 54 Telefonica S/ Spair Télécommunicatior 33466 6682° 1050¢ 3205< 85765 14828t 46.¢
37 36 70 Veolia Franct Water Suppl 33399 4915 1757¢ 3228 205694 309 56. 62.¢
38 43 21 Procter & Gamble United States Diversified 33361 57048 27719 51407 68694 110000 58.3
39 41 10 Sanof-Aventis Franct Pharmaceutica 33024 44484 12291 22247 3657€ 75567 59.Z
40 57 16 Hewlet-Packar United State Electrical & electronic 32 144 7470¢ 4384: 73061 73158 142 00( 51.F
41 92 77 Mitsubishi Japal Wholesale trac 31258 7834: 20054/ 13091 14200C 4921¢ 28.¢
42 87 13 Deutsche Post ACGermany Transport and storage 29524 195748 19714 45166 175775383 173 34.9
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Ranking by: Assets Sales Employment  TNI®
(%)
Foreign
assets TNI® 11¢ Corporation Home economy Industry* Foreign Total  Foreigrt Total  Foreign  Total
43 35 62 Unilever® United Kinadom Netherland  Diversifiec 28654 4795. 2763% 4818t 179(0C 234000 64.t
44 6 49 Philips Electronic Netherland Electrical & electronic 2852¢ 3662¢ 3159 3277 13675 16443t 85.¢
45 63 91 Nissan Motor Cc  Japal Motor vehicle 28517 7338t 4200: 6408:. 50836 12374t 48.F
46 11 27 Lafarge St Franct Nonr-metalic prodict 28127 3136 13117 1541t 50524 7533¢ 80.€
47 66 56 Repsol YPFS,  Spair Petroleum exol./ref./dis 27937 4803¢ 1451¢ 4071( 1492: 3064¢ 47.F
48 48 28 BASFAG German' Chemical 2709¢ 42437 2199¢ 37655 37054 8715¢ 54.¢
49 25 33 Compaanie Dt Franct Non-metallic minéra 2705€ 3800€ 23834 33967 12269t 17281 70.f
50 45 6 Novartis Switzerlan Pharmaceutica 26 748 49317 1607¢ 24864 4103 78541 57.C
51 84 75 Mitsui&Coltd Japal Wholesale trac 26 262" 62 70¢ 4750€ 10593¢ 10826 3973¢ 38.(
52 86 14 Altria Group Inc  United State Tobacct 25711 9617t 34371 6070¢ 40557 165000 36.C
53 78 81 Endes Snair Electric service 2548¢ 5815F 6228 1832¢ 1293¢ 26777 42(
54 8 4 Alcaninc Canad Métal and métal produc 25275 3195 13177 1364C 3800C 4900C 84.
55 26 90 BHP Billiton Australie Minina & auarrvinc 24254 3667F 1767 2494: 25294 3507(C 69.7
56 28 50 Glaxosmithkline United Kinadon Pharmaceutica 23897 4281: 3229¢ 3500¢ 56360! 10091¢ 68.C
57 82 55 RenaultSt Franct Motor vehicle 22342 7128: 2733C 423523 349211 13074 40.¢
58 37 93 Andlo Americar  United Kingdon Mining & quarryinc 2162: 4310 1087: 1856: 15100 19300( 62.2
59 19 87 Koninklike Ahold Netherland Retai 20884 2955; 47744 63282 189945¢ 257 14( 73.F
60 20 64 AES Corporatio United State Electricity, gas and wat 20871 29904 6257 8415 21622 30000 72.1
61 54 22 Dow Chemica United State Chemical 2003¢ 4189: 1981( 3262% 229641 4640C 52.7
62 18 43 Volvo AB Sweden Motor vehicles 19451 31787 23160 24023 47603 75740 735
63 47 57 Pinaul-Printemps Franct Wholesale trac 19254' 30 64¢ 1682¢ 30767 5184; 10077 56.2
64 74 42 Baver AC German' Pharmaceuticals/chemic 1889z 4702( 17032 3233Z 4870(  11540( 45.C
65 1 1 Thomson Canad Médie 1841¢ 18737 7942 815¢ 3835C 3900(C 98.C
66 33 36 Sinatel Ltd Sinaanor Télécommunicatior 17911 2166¢ 4672 6884 8642, 1908. 65.2
67 30 52 British American United Kingdon Tobacct 17871 338971 27972 4182 6870z 86941 66.2
68 81 99 National Grid United Kinadon Eneran 17562 4178( 7673 1584¢ 9029 2730t 41.2
69 24 2 Nokia Finlanc Télécommunicatior 17050 2927 3676 3720z 2897¢ 51358 71.z
70 99 84 HitachiLtc Japal Electrical & electronic 1629€ 8954t 21170 8060: 8022€ 32634 23.C
71 49 20 United United State Transport equipme 16212 3464¢ 14257 3103 143000 203 30( 54.4
72 94 68 Petrona- Petroliam Malavsic Petroleum expl./ref./dis 1611¢ 53457 8981 25661 362° 30634 25.7
73 38 92 McDonald's United State Retai 1591% 2552¢ 11100 1714 24014. 41800( 61.F
74 27 25 StoraEnso OY Finlanc Pape 1591( 2264¢ 1038: 1537: 2915¢ 4281: 68.¢
75 61 44 DuPont(E.l) De United State Chemical 15840 3703¢ 14888 2699t 39657 8100 49.C
76 12 82 .Rio Tinto Pi United Kinadon Minina & auarrvinc 1541¢ 2401F 9773 1000¢ 2600C 3601€¢ 78.C
77 98 86 Duke Energy United State Electricity, gasand wat 1541 5620: 5537 2252¢ 4652. 2380( 23.f
78 40 38 Lvmh Moé-
| ouis Vuitton S/ Franc Textile and leatht 15386" 2435t 8285 1506: 3536( 56241 60.£
79 73 66 Thyssenkrupp At German Métal and métal produc 15237 36641 20074 45641 92179J 184358 45.2
80 67 15 Abbott United State Pharmaceutica 15214 2671t 7703 19681 33 166. 7218 47.2
81 70 76 Matsushita
Industrial Co.,  Japal Electrical & electronic 14739' 69449 42025 69839 170965 290493 46.8
82 10C 10C Verizon United State Télécommunicatior 13831 16596 2449 6775z 17269 203100 6.8
83 76 88 Métro AG German Retai 1360C 33571 3210 6769C 10721  24201C 441
84 29 39 Norsk Hvdro As:  Norway Diversifiée 1342¢ 3272¢ 2315& 2571¢ 30 86¢ 4460.  66.€
85 52 97 Christian Dior S/ Franct Textiles 13388 3189 8461 1574% 36391 5681t 53.2
86 2 8 CRHPi Irelanc lumber and othebuildina
materials deale 13184 1397¢ 1307( 1360¢ 5169 5423¢ 952
87 64 61 Scottish Powe United Kinadon Electric Utilities 1299 2466% 475: 1035z 6663 1433¢  48.
88 71 72 Alcoa United State Métal and métal produc 12931 3171. 831¢ 2150« 7070C 120000 46.1
89 9 11 Publicis Groupe Franct Business servic: 12919 1340C 4367 487 21 45! 3516t 82
90 97 73 Marubeni Japal Wholesale trac 12814" 3972 2517¢ 7381F 1723 24417 24.F
91 13 6C Holcim AG Switzerlan Non-metallic minéra 1280€ 20091 6596 10187 46 94¢ 48200 75z
92 5 17 Cadbury United Kinadon Food & beveraat 12804 1420¢ 8862 10528 4839C  5579¢ 87.(
93 79 26 Wveth United State Pharmaceutica 1277¢ 29727 626¢ 15851 21€17* 5238  41.:
94 88 96 Statoil As: Norway Petroleum expl./ref./dis 12721 3317: 9684 3723¢ 749] 1932t 34.
95 17 98 BAE Svstems P United Kinadon Transport equipme 1269t 1680: 1753( 2245(C 48900 7230 73t
96 56 18 Robert Bosct German Machinerv and equipme ~ 12683" 4041( 32761" 4591¢ 123001 232000 51.¢
97 51 45 Motorola Inc United State Télécommunicatior 1261¢ 3209¢ 1798: 2705¢ 48400  8800( 53.t
08 39 51 Bertelsman German' Médic 1249¢ 2546t 1469<¢ 2121¢ 4615 73221 60.F
99 75 7  Samsunc Renpublic of Kore Electrical & electronic 12387" 5652 4136; 5434 19026i 55397 44.1
10091 59 International Pape United States Paper 12088 35525 6992 25179 28980 82800 323

Source: UNCTAD/Erasmus University database.

a All data are based on the companies' anepalts unless otherwise stated.

b

following three ratios: foreign assets to totalessforeign sales to total sales and foreign eympémt to total employment.

¢ Il is the abbreviation for "Internationaliat Index". The Index is calculated as the numiidoreign affiliates divided

by number of all affiliates (Note: Affiliates cowett in this table refer to only majority-owned atites).
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d Industry classification for companies follo@ United States Standard Industrial Classificatis used by thé United
States Securities and Exchange Commission (SEC).

e Foreign sales are based on the origin ofdles sinless otherwise stated.

f In a number of cases companies reported oaftigh foreign assets. In these cases, the rattbeopartial foreign assets to
the partial (total) assets was applied to totaétss calculate the total foreign assets. In adles, the resulting figures have
been sent for confirmation to the companies.

9 Data for outside Europe.

h Foreign assets data are calculated by appthimghare of both foreign sales in total salesfargign employment in total
employment to total assets.

i Data were obtained from the company as aoespto an UNCTAD survey.

j Foreign employment data are calculated byyapg thé share of both foreign assets in totatssand foreign sales in total
sales to total employment.

k In a number of cases companies reported centijap region-specified sales. In these casestatie of the partial foreign
sales to the partial (total) sales was appliedtal tsales to calculate the total foreign salesllitases, the resulting figures
have been sent for confirmation to thé companies.

| Foreign sales are based on customer location.

m Data for outside Western Europe.

n Foreign assets data are calculated by appthi@ghare of foreign assets in total assets opteeious year to total assets this
year.

o Foreign employment data are calculated by apglthe share of foreign employment in total emphent of Philip Morris
in the previous year to total employment of AltBaoupthis year.

p Foreign employment data are calculated by apglthe share of foreign employment in total empheyt of the previous
year to total employment this year.

g Foreign employment data are calculated by applyire average of the shares of foreign employmematal employment of all
companies in thé same industoytotal employment.

Note: The list includes non-financial TNCs onlg. $ome companies, foreign investors may hold a ritynehare of
more than 10 per cent.

TNCs and the globalisation process

The International Monetary Fund (2000) definesglubalisation process as follows:

In both academic and popular discourses, globalisdtas become one of the catchwords for the new
millennium. In fact, globalisation is a short forfor a cluster of inter-related changes: economic,
ideological, technological, and cultural. Econonubanges include the increasing integration of
economies around the world, particularly througtdé and financial flows. This takes place through
the internationalisation of production, the gredtigreased mobility of capital and of trans-nationa
corporations, and the deepening and intensificaifagconomic interdependence (IMF, 2000, p.304)

For Dicken (1999, p.1), globalisation is an umlaréérm ‘that implies a degree of functional
integration between internationally dispersed ecuaiwactivities. We can therefore identify
some of the converging features of the globalisatwocess: the globalisation of the
production process, a multidimensional interdepandebetween the national economies of
the world and the resulting higher degree of fuoral integration of those economies. Aware
of the abstract nature of the aforementioned dedims of globalisation, we suggest that such
an unprecedented multifaceted phenomenon in ecanbisiory is better illustrated by the
following description of the globalisation of resglaand development (R&D) by TNCs:

Since 1993, Motorola established the first foreiymed R&D lab in China, the number of foreign
R&D units in that country has reached some 700. [fdéan R&D activities of General Electric — the
largest TNC in the world — employ 2,400 people irag as diverse as aircraft engines, consumer
durables and medical equipment. Pharmaceutical aomp such as Astra-Zeneca, Eli Lilly,
GlaxoSmithKline, Novartis, Pfizer and Sanofi Avendill run clinical research activities in IndiaoRr
practically nothing in the mid 1990s, the contribotby South East Asia and East Asia to global
semiconductor design reached almost 30% in 200Mi&®delectronics has some of its semiconductor
design done in Rabat, Morocco. General Motors (@MBrazil competes with other GM affiliates in
the United States, Europe and Asia for the rightléeign and build new vehicles and carry out other
core activities for the global company. There aeynsuch examples (UNCTAD, 2005, p.120).
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This quote seems to reinforce the analysis of TMi@&ed as stateless corporations despite
their apparent national and cultural rootednessuXF2006, pp.168-9). Stateless TNCs

possess the sheer ability to adapt to numeroustrgoenvironments in order to pursue their

global competitive interests:

No matter where they operate in the world, theaastnational conglomerates can use their overseas
subsidiaries, joint ventures, licensing agreememd strategic alliances to assume foreign idestitie
whenever it suits their purposes. In so doing, tHeyelop chameleon-like abilities to change their
identities to resemble insiders wherever they aerating (Clarke, 2003, p.71).

The stateless nature of TNCs is sometimes empldasjsa statement of the chief executive:

Ford isn’'t even arAmericancompany, strictly speaking. We're global. We'revasting all over the

world. Forty percent of our employees already bwel work outside the United States and that’'sgisin
Our managers are multinational. We teach them itiktlobally (Alex Trotman — CEO of Ford in

Reich, 1997, p.275, italics in the text)

However, the hypothesis of the stateless TNC isnoffuestioned by economists who argue
that embeddedness is still a key factor of natiahidrenciation: TNCs continue to reflect
many of the basic characteristics of the home aguatvironments, in which they remain
strongly embedded, despite the growing extent a@f tinans-national operationgDicken,
2003, p.199)". Whether TNCs are viewed as trulybgloand stateless entities or not, their
widespread influence throughout the world has mémér study a fundamental task for
economists since tHere are very few parts in the world in which ThN@uence, whether
direct or indirect, is not important. In some cas@®C influence on an area’s economic
fortunes can be overwhelmiridpid.)”

Labour saving evolutions and the global fragmewniabf the labour force

The trans-national nature of production achievedTbyCs has arguably become a major
determinant of the bargaining power of wage earmersieveloped countries and might
account for the evolution of the subsequent lewtlsffective demand and employment in
developed countries. The globalisation processdefined above as an unprecedented level
of functional integration of economic units acrab& world. However, in spite of the
increased level of functional integration of thelgdl economy, it is possible to show that the
globalisation process is paradoxically accompanigd an important phenomenon of
fragmentation. Grazia letto Gillies (2005, p.2063tidguishes between several types of
fragmentation, Which are not incompatible and indeed reinforce reaither. They are
specific: organisational fragmentation, geographi¢hy nation-states) fragmentation; and
fragmentation of the production process which rssuh the international location of
different components of manufacturing or servicesdpcts in different countriés Those
different forms of fragmentation remain compatiblgh higher functional integration, since
the “production and production processes become velyicategrated across nation-states.
National economies become more interlinked by wgrkin the same final product; by the
movement of international managers who organize anwhitor the process; and by the
imports and exports that this international locatistrategy generates. Industries also
become more internationally integrated as a residilthis strategy by TNCqibid., p.207)
However, a fundamental consequence of this dyngmrocess is the fragmentation of the
labour force itself (ibid.). Thisdivide and rulestrategy” (Cowling and Sugden, 1987) is the
mere by-product of international competition. Irctfaaccording to Sugden (1991, 2000),
attacks by rivals in the international arena aevented by the search for cheaper labour and
for a divided labour force, that is to say withdéxargaining power.
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For workers in the US and other developed countfi®kCs’ increased willingness to move operations
to low wage areas along with their greater usagautémation, subcontracting, and employment of
part-time labor has rendered the strike [...] reddy ineffective. As a result, trade unions’ callive
bargaining power has been substantially undermihedhe US, there were one-tenth the number of
strikes in 1993 as in 1970, and only 12 per centhefUS workforce is currently unionized, a lower
proportion as compared to 19381e TNCs, which are attracted by lesser costs angif regulations,
offer little promise to workers in terms of decewdrking conditions, sufficient pay, or job security
the developing world (Singh, 2001).

This phenomenon has had a dramatic impact on tlenmation of labour in many developed
countries. InThe End of WorkRifkin (2004) shows how the evolution of the vebdconomic
system in the second half of the twentieth cenhay weakened the American labour force
owing to the globalisation process and the subsgmmergence of a global labour pool.

Some of the blame for the current plight of Amemnicaorkers can be traced to the emergence of a
single global marketplace in the 1970s and 80s. ddstwar recovery of Japan and Western Europe
presented American companies with formidable tradmpetitors in the international arena. New
developments in information and telecommunicatienhtology made it increasingly easier to do
business everywhere in the world. The emergene@eaafimmon global market and labor pool served as
a prod and incentive for American companies to umétee the uneasy truce they had made with

organized labor since the 1950s (Rifkin, 2004, §)16

According to Rifkin (ibid, p. xxii), this fragmenian of production at the global level
resulting in an increasingly unorganised laboucdois the by-product of a deeper and more
“radical change in the nature of work, with profadiconsequences on the future of sotiety
characterised by the development witélligent machines, in the form of computer safwy
robotics, nanotechnology, increasingly [replacindjuman labor in the agriculture,
manufacturing and service sectbrbid.). These transformations in the very natuaned
guantity of employment may be analysed as the ouwtcof the dramatic rise of TNCs and
their increasingly efficient cost-minimisation segy'’. This strategy conducted at the global
level is accompanied by the development of newrteldyies and organisational methods as
well as a considerable decrease in transportatets ¢letto-Gillies, 2005) and results in the
sheer fragmentation of the production process hadabour forc¥. Gnos (2005, p.100) sees
in this cost-minimisation strategy adssible cause of present-day unemployment, edlyecia
in Europe [...] mainly because of production costsentially of wages that are notoriously
higher in Western European countries that in Eastearope, in South East Asia or in China.
These lower production costs prompt Western conagano relocate their plants
Furthermore, TNCs tend to conquer markets whereiqusly existing firms were more
labour intensive. TNCs'’ ratio between sales anemitdl job creation tends to be much higher

1 As Serge Halimi (2006) points out, there is a cledationship between the cost-minimisation stygtef
TNCs, their quest for ever lower prices and thelltasy drop in the bargaining power of wage earnéesitics
cite less favourable figures. The low prices arearoact of providence. They are partly the restilhe 2.5% to
4.8% drop in the average paypacket of workers ioheaf the US areas where Wal-Mart does business.
Wherever it goes wages drop, creating the conditimecessary for everyday low prices”

12 Taking the example of Walmart, Halimi (ibid) ptrout that its key asset ithe 100 million US consumers
who weekly go in search of its “everyday low pricdoow they certainly are, averaging 14% less thifue
competition. The big question is: what is the re@dt of these low prices? The answer depends otherhgou
are concerned with individual buyers looking foe thest deal, or with the employees of thousandsimfliers
that are in thrall to a company powerful enoughalglige each supplier to hold down, and even reditse,
costs”. Workers suffer for the good of Wal-Mart ttusers. To keep prices rock-bottom in the storebsatrthe
subcontractors, working conditions can only deteate. It is consequently easier for suppliers with unions
or for goods manufactured in China”
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than domestic firms* The example of Wal-Mart shows how TNCs add to ysleyment in
regions where they decide to inve&ir‘every US$10 million in sales in a typical [Ancan]
county, 106 people are employed. For every US$l1bomiat Wal-Mart, 70 people are
employed(Muller & Humston, 1993)”. This trend is reinforcdyy the difficulties of small
businesses in the regions where TNCs (such as Wlaoperate When Wal-Mart moves into
a town the local small shops soon close. The ftarted operating in lowa in the mid-1980s;
since then lowa has lost 50% of its grocers, 45%tofhardware stores and 70% of its
menswear shop@Halimi, 2006). Those complex socio-economic pheeoa are arguably
feeding the previously mentioned fragmentationhaf gjlobal labour force through the cost-
minimisation strategies of TNCs. This fragmentatioes an evident impact on effective
demand in developed countries (Gnos, 2005) in whietre and more jobs are being
displaced and/or outsourced (Palley, 2006). Thesegmence of this fragmentation is a
decreasing bargaining power of wage earners whoooéy claim a reduced share of the
national income (Gnos, 2005, p.100):

For example, while in France, from the early 1969she early 1980s, the share of wages (including
insurance contributions paid by employers and wbiehefit wage-earners and their families) rose from
60% to nearly 68% in value added, it fell dramdlycto 59% in the late 1980s, that is, within a yer
few years. It then further dipped to the 57,9% fegtecorded in 2000, and [...] stands at about 5856 [i
2004].

Let us address, in the next section, the questfotine definition of the concept of trans-
national production and its possible inclusionhe TME with the identification of the far-
reaching implications as far as the necessarymetdrthe system of international payments is
concerned.

TNCs in the TME: Towards the Concept of ‘Trans-natonal Production’

We have seen in the first section how the TME hantassfully performed the integration of
money and production at the conceptual level. Aleresive part of Bernard Schmitt's work
deals with the process of capital accumulation twedresulting pathologies such as inflation
and unemployment that are bound to arise in aaé&gtieconomy without an orderly system
of payments. It is not our intention here to revig® numerous issues addressed by Bernard
Schmitt. We decided instead to focus on the thealetore of the TME that is to say the
integration of money and production. We now consitle trans-national nature of production
and its possible inclusion in the study of the watonomy.

The inclusion of the trans-national nature of protion in the TME

After defining money as the numerical form of oufpwe are now considering its
transnational dimension. We have established iticge@ that a brief study of TNCs shows
that these economic institutions have become tineirgamt force in the global economy. We
argue that our understanding of production caneadiaken in isolation from its international
(or more accurately transnational) nature in thapsig of world economic output. The
various examples in section 2 have illustrated ghabalisation process of research and
development (R&D) within TNCs. An in-depth study thie functional divisions of a TNC
(human resources, marketing, strategy, customes, caanufacturing, and so on) would

13 And therefore much less jobs will be created byCBNhan by local firms.
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probably cast light on an even more complex mapmhghe production process on the
international scale.

In an era of declining constraints on their mobiind the attraction of low wages in the developing
countries eager to draw foreign investments, TNf@seaiminating jobs in their home countries and
shifting production abroad. It needs to be empleakiere that only low value, labor-intensive atitg

are being shifted to the developing world whileastgic operations such as R&D and headquarters
continue to be located in the developed world (Bjr&p01).

Moreover, this detailed mapping of trans-nationaldpiction would possibly demonstrate the
existence of outsourcing and offshoring dynamicsdl€y, 2006) in the framework of the cost-
minimisation strategy of the firm, thereby resujtinn an increasingly threatening
fragmentation of the global labour force despite thstonishing functional integration
achieved by TNCs on a global scale. The inclusioth® trans-national nature of production
in the study of the world economy seems to be @emial necessity. We continue to adopt
here the conceptual framework of the TME in oradeathieve the conceptual integration of
TNCs in a monetary theory of production.

TNCs and further developments in the TME

We showed in section 1 how production in the TME igery specific action, which defines a
real emission that comes into existence at the uestant the production process is fully
completed. Real emissions continue to be instantenesvents in the global economy.
However, Section 2 showed that the production m®cé TNCs over the periotb| tn that
leads to the end-product (which will more than ljkie further marketed on a global scale)
seemingly takes place in continuous time in nummuntry environments, according to the
functional divisions of the TNC pursuing a globalstminimisation strategy. However, the
TME states that production (regardless of its gaplgical location) defines a real emission of
a quantum of time, in which the production proc#gsss notake place inbut ratheis time.

If we were to incorporate TNCs in the TME, what Wbhe the meaning of the trans-national
nature of production if the corresponding quantuntirae (i.e the moulding of matter and
energy by TNCSs) is still an instantaneous emissmmnesponding to an intervdbj tn having
being withheld from continuous time? It seems azrieg this stage to argue that the trans-
national nature of production does not change wsceptual definition because the
dispatching of the production process on diffemneational territories was never included in
the premises of the conceptual definition of bardney in the TME. However, we argue that
this might now be a conceptual necessity in théaleconomy of the twenty-first century. If
we follow Rossi (1998b, p.5) who rightly points dbat “money can be seen as the organic
result of two intimately related actions (or flow§)) creation, on the monetary side, of the
numerical form of payment (2) production, on thael r@de, of physical output [...] by firms
and workers taken togetherthe fact that action (2) takes place on the dk of the
economy (whose nature is increasingly trans-natiomang to the role of TNCs) certainly
calls for a further reflection on the monetary salehe numerical form of payment and the
country (currency area) where this numerical fosnissued. We are concerned with a
possible solution to the crisis of internationalympa&nts and the potential benefits of the
introduction of a world currency with regard to theoretical framework of the TME.

The rationale behind a world currency to financars-national production

According to Sadigh (2001) following Schmitt (197[,122), domestic economies are
monetary economies of production (and thereforaireghe conceptual integration of money
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and outputat the national levelas established by the TME), whereas the intematio
economy is a mere exchange-economy. According kon@&c (1977, p.122), the purchasing
power of money originates in domestic productidmeréfore, the purchasing power of a
world currency cannot be explained by productiohjcW is, according to Schmitt, an ill-
defined concept in the international arena. Howeatter our analysis of the TNC and its key
role in the globalisation process, we can argue ititarnational (or more accurately trans-
national) production might not necessarily be &uefined concept and moreover, we are
now in a position to question the characterisabbrihe international economy as a mere
exchange-economy as well as the postulated abs®nary potential intrinsic purchasing
power for a world currency. We argue that the iasnmegly transnational nature of production
achieved by TNCs can possibly provide the futureldvaurrencyfrom the outsewith a
purchasing power beyond the boundaries of natiatest thereby providing a rationale
behind the introduction of a world currency in arde monetise trans-national production.
The difficulty to integrate such a proposal in thamework of a monetary theory of
production lies in the fact that Keynesian econamis traditionnally linked with the
conceptual existence of nation-states as the soléicplly delimited basis upon which
economic policy can be designed and implemented.

Keynes’s economics required that the governmenflsénce extend to, and be limited by, roughly the

same space as the national economy. Just as loeksanal need walls in order for the boats toifted|

and lowered by changing the level of the waterneagies must have walls if the government is tolide a

to pump up or drop the level of economic activiBorders to the economy are necessary to keep
government-induced from drawing in imports, instedicexpanding domestic employment (Faux, 2006,

p.88).

However, not only do we believe that it is indeedgble to reconcile Keynesian economics
with the concept of trans-national production betalso argue that the latter concept does not
dismiss the limitation of the sphere of influendarmnetary policy by the same space as the
national economy. Indeed, what is needed is natllad-shaping of national boundaries in
order to conceptualize monetary matters anew utidermpulse of TNCs. We do believe
that the traditional national level remains fulbtavant in the twenty first century. It simply
needs to be complemented by another level, whicldquossibly take the existence of trans-
national production into account. The additional@eptual level in monetary analysis that we
are propounding stems directly from the observatibthe real world and is entailed by the
overwhelming emergence of transnational producttbaracterised by the exponential rise of
TNCs, as we have attempted to show in section 2.sbhutions advocated in this paper call
for a major breakthrough in the reflection on glafpavernance as well as the design of some
major insitutional innovatiort$ partly inspired by Keynes'’s ideas at the end sfihiellectual
career. In the new scheme we put forward, transmet production would be financed by a
global wage fund denominated in a new world curyessued by a world central bank also
working as an international clearing union inspitsdKeynes’ bancor plan (Keynes, 1980).
Keynes (ibid., p.189) had hop8ahat this new institution would pave the way farther
economic policies sustaining higher levels of watdployment and would also work as a
stepping stone for global governanc&h& Clearing Union might become the instrument and
the support of international policies in addition those which it is its primary purpose to

14 See Pilkington (2005, chapter 8) for the imporeaatthe institutional component of economic palicy

' The Bretton Woods conference in 1944 eventualtpetised the triumph of the American White plan aiime
the expansion of free trade in order to promoteirterests of the United States as the first wodde power at
the end of World-War Il (Figuera, 2003) over Keysdsancor plan. This was interpreted by some ecastsm
(Guttman, 1994, pp. 389-390, Hobswawm, 1996) asitpe of the dominance of the American influendetha
time, in the international political arena.
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promote. This deserves the greatest possible engpfid®e Union might become the pivot of
the future economic government in the waoeynes, 1980, p.189)". Keynes’s failure to
convince the world political leaders at the endvwdrid-War Il to adopt the bancor plan
should not mean the end of our hopes for the inicbdn of a new world currency, which is
now strongly needed in order to monetise transsnati production. Interestingly, the
International Monetary Fund (2000, p.37) - whoseation followed the adoption of the
American plan designed by White (1942) at the eén@orld-War Il (and therefore following
the rejection of Keynes’ proposals for an interoradil clearing union) - has recently expressed
some concerns as far as the sustainability of tinesiot international system of payments is
concerned. Davidson (1992) has already put forveaptoposal for a new world currency,
called the International Money Clearing Union (IMZWimed at solving the structural
problem of macroeconomic imbalances in the worldnemy in order to favour global
employment. Along those lines, a new world currenoyld hence be implemented without
jeopardizing the existence of domestic currencigsch would continue to exist along with a
more orderly system of international payments. Namgther fundamental justification of the
establishment of a world currency is provided kg ¢itistence of TNCs and the trans-national
nature of production. The official definition ofldC can be the one put forward in section 2
(ownership of at least 10% of the productive assttsforeign affiliate). The mission of the
new world central bank would be to distinguish bedw ‘standard’ and ‘transnational’ money
emissions; the world currency would only be issuedhe latter case. For technical and
conceptual reasons, it is not necessary to naramndhe scope of transnational production.
The latter concept is simpblil the value added generated by TNESrans-national money
emissions would be designed to monetise all th@nmegenerating activities of TNCs
regardless of their location. This new scheme wamloly the design and the introduction of
a world currency in order to finance a global fuhdt TNCs would draw on in order to pay
for their wage bill (including the personal senda# entrepreneuty. According to the TME,
the payment of wages within TNCs is the measurt@imacroeconomic income and thus of
all the economic value that they generate. Thiseafagd would beexclusivelydenominated

in the new world currency and shall not create @myestic inflationnary pressures. Domestic
currencies and exchange rates would continue &t‘&eind nation-states would retain their
monetary sovereignity. A reference can possiblyrzgle here to State-money. Chartalism
(Wray, 2000, 2003) is a school of thought which &tiempted to show hoftistory reveals
the role of the public authority in establishingiaiversal equivalent for measuring debts and
in determining what ‘thing’ will be used to corresml to this accounting measure
(Tcherneva, p.2005, p.6)». The prevailing rolehaf State in the definition of money (through
the choice of the unit of account and the enforcenud its legal acceptability) is the
fundamental proposition of Chartalism. We partiafyree her€ with the idea ofmoney as

a creature of the statdLerner, 1947) insofar as it seems to be confarbg historical data.
With the exception of currency boards (mainly tlgloudollarisation) and the EMU
experiment, the State is arguably the institutiwhich has always hatlhe right not only to
enforce the dictionary but also to write the dio@woy (Keynes, 1930, p. 5)". Retaining this
linguistic metaphor, we may suggest that, in tgatliof the rise of TNCs and the subsequent

6 We include here all the economic activities of F&C in the home country. The transnational namfre
production stems from the ‘transnationality’ of fpsoduction chain. The status of TNCs is not lejat
conceptual. Its statistical definition is giventme ownership of at least 10% of the productivetsssf a foreign
affiliate.

7 We might add «and the remuneration of the boanhiegs ».

'8 The operational management of this exchange yaters is beyond the scope of the present article

' The neo-chartalist approach has been criticiseRdyhon and Vernengo (2003) who argue that creditey
(and not state-money) is the essence of modern ynahese origin is to be found in the credits granby
banks.
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evolution of the world economy towards transnatiganaduction, the world economic system
now needs a sort of monetary Esperanto along wittraasnational dictionarg®. Other
benefits of the introduction of a world currencyarder to finance trans-national production
are to be found; a world currency could be a powerfay to offset the recurrent
macroeconomic imbalances (Davidson, 1997) in tleeatianarchic system of payments that
favours international speculation with its poteinddverse effects on domestic economies
(Arestis, 2004-2005, The Economist, 2007). The grggon of money and output as
established by the TME would also find a theorétipsstification and an empirical
confirmation on a global scale. This solution coblkel politically feasible since domestic
currencies would continue to exist. The monetisatibtrans-national production by a world
currency would possibly limit (though not suppresgeculation on all financial assets
denominated in domestic currencies roaming freentarnational financial markets (Sadigh,
2001, p.207, The Economist, 2007). This need tat lfmancial speculation is made even
more pressing with the fantastic rise of e-moneyanld economic transactions:

The trillions sloshing back and forth between coiestwithin and between corporationand between
large investors and entrepreneurs, are transfdroed one account to another through an electronic
network [...] The number of electronic transfers amtsuo only 2 % of the total transfers; yet these
transactions involve US$5 out of every US$6 thavenim the world economy (Barnet & Cavanagh,
2003, p.60, italics added).

The previously mentioned international clearingomnivould be a powerful instrument of
global governance in order to control the enornfmss of e-mone§* occuring n the blink
of an eye”(The Economist, 2007) in cross-border transactions

When cybercash reaches maturity [...] nation-stakese will no longer be able to control money. ¥he
can only do so collectively. At that point, they ynareate a monetary payments-system superstructure
that routs all cybercash transactions in the imethrough a canal controlled by an international
clearing union. The central banks may enforce saiaferouting by introducing collectively a new
international medium of exchange for all cross-lkorttansactions involving an exchange of one
currency with another. In other words, they takentod over capital flows by introducing a
supranational form of money routed through an @fipayments system operated by a global monetary
authority, which replaces the Euromarket and Foragchange. Only then will we finally have the
missing link for the institutional grounding of &w monetary regime based on stateless electronic
money (Guttman 1998, pp. 433-434).

Whether Keynes'’s original terminology is retainedot (the bancor was the name given by
Keynes in his plan for a new world currency), itingportant to distinguish between the
different functions performed by money that woutsgibly apply to a world currency:

According to the spirit and the logic of the KeyiseBroposals for an International Currency Unidre t
clearing union creates the monetary bancor and geanthe financial bancor. The two bancors are
literally heterogeneous: they do not have the sangin. The monetary bancor is issued ex nihilo
within every external payment between member-caesitrThe financial bancor is lent by surplus
countries and borrowed by deficit-spending coust(fechmitt, 1985, p.208, our translation).

Whereas the monetary bancor is simply the numefmah of output (conceptualised by
Schmitt in his quantum theory of money) extendeth&international arena in order to issue

20 Without replacing the older and more traditionalional dictionaries (i.e domestic currencies).
2L “perhaps in a few years’ time, one will be abler&le in a fraction of a millisecorid‘To infinity and
beyond’, The Economist, 2007).
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payments made by trans-national corporations, thanéial bancor shall act as an
intermediary along the principle advocated by Keyhienself:

We need a method by which the surplus credit bakrarising from international trade, which the
recipient does not wish to employ for the time lgeican be set to work in the interest of internzlo
planning and relief and economic health, withoufrident to the liquidity of these balances to their
holder’s faculty to employ them himself when heidesto do so Keynes (1980, p.169).

The financial bancor would become the principal nsefor an expansionist world trade
policy (Keynes, 1980, p.176) favouring high levelseffective demand along Keynesian
principles (ibid., p.270): The principal object can be explained in a singéntence: to
provide that money earned by selling goods to anety can be spent on purchasing the
products of any other countrylt would therefore be important to distinguisbtiween those
two functions (financial and monetary) of the fetwvorld currency. Schmitt (1977, pp. 111-
2) suggests that the future world central bank iveded into a monetary and a financial
department. The latter would literally be an insgional financial institutionper se (i.e
working at the interfacebetweenmember countries) supervising international financ
intermediation between debtor and creditor coustrighrough the newly designed
international clearing union). In the new systemnbérnational payments, the former would
be the firsttrans-national economic institutiéh responsible for transnational money
emissions in order to finance the wage bill of TNBg monetisingall trans-national
production. It is noteworthy to mention that whereyKes’'s (1980) proposals for an
international clearing union were put forward iM19it was probably correct, at the time, to
refer to the international economy as a mere exgdw@eonomy (Schmitt, 1977a, p.122).
However, the rise of TNCs and the globalisationcpss have deeply altered the structure of
the world economy and the financing of transnatignaduction is now taking pladeom the
outsetin a global monetary economy of production (desphe existence of numerous
country environments and domestic currencies). TDhabalisation process and the
subsequent trans-national nature of production iechrrout by TNCs are arguably
subordinating the internationalisation of trade th@ trans-nationalisation of production.
Keynes’s plan was aimed at favouring expansionastet policy and sustaining high levels of
effective demand throughout the world (Keynes, 198Q76). Those objectives are still
extremely relevant in the twenty-first century. \Wence argue that the rise of TNCs and the
subsequent shift towards trans-national produatmnot weaken the rationale behind a world
currency. On the contrary, they reinforce it.

An additional conceptual level in monetary macroemuics

It seems that we have witnessed an historical &eolun the capitalist system, which has
now put TNCs at the centre stage. The conceptazfymtion has been transformed and partly
been revolutionised by the “global shift” towardaris-national production and globalisation.
It is not possible yet to talk about a completdtdiowards trans-national production (local
producers employing local workers working on a dstieegproduction chain and serving local
markets still account for a significant fraction wbrld employment). Despite the claim of
hyper-globalists (Ohmae, 1995, p.94) who argue {AdCs are converging towards a
universal global (and stateless) corporation, tetenario has probably been largely
exaggerated. As Dicken (2003, p.221-7) pointed th&, myth of the place-less corporation

22 Operating on a huge geographical scope definesdiling less than all the countries that activehy a
passively engage in trans-national production.
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can be challenged by a series of quantitative tmmish the Trans-nationality Indéx
demonstrating thatTNCs [...] remain distinctively connected with thebme basgibid.,
p.225)". However, it is impossible to neglect theservation that the weight of TNCs has
been rising exponentially and is evidently re-shgpivorld economic output in a dramatic
way. TNCs are often quickly stereotyped but thegargic economic institutions are rarely
conceptualised satisfactorily by monetary macroenusts in their theoretical frameworks.
This is partly due to their multi-faceted, multntensional and merely conceptual nature.
However, we have argued, in this paper, that TN@s€dcpossibly be incorporated into a
monetary theory of production, and more particylarithin the framework of the TME. As a
consequence, we have suggested that real emissitims TME be broken into (and coupled
with) “standard” and “trans-national” money emisso The corresponding money would be
issued either at the domestic or at the internatit@vel respectively in the domestic or in the
future world currency. This distinction will notfatt the instantaneous nature of production
nor will it change the fact that along the linestioé TME, production will continue to be
defined as a quantum of time. In this renewed @tsge, productions time the same way
trans-national productiois also time. Interestingly, it is not meaningful,aafurse, to refer to
the nationality of time; however, this is not trese for money whose emission is still largely
a prerogative of nation-states in the current magonal system of payments (with the
interesting exceptions of currency boards, dokdiasm experiments and also the EMU). It
now seems difficult to ignore completely the tramagional nature of production given the
current weight of TNCs in the world economy. Weusd that the rationale behind a new
world currency, in order to monetise trans-natigmaduction, stems precisely from TNCs’
sheer importance in the new global economy. Songhtrargue that it seems excessively
ambitious to redefine the world economy as a glabahetary economy of production
thereby shaping anew the boundaries of monetanyomsigs of production independently of
the traditional boundaries of nation-states andusting currency areas (which have always
been intricately. It is essential to state thatomal boundaries and/or existing currency areas
have not become ill-founded with the exponentigk rof TNCs and we are not putting
forward here a new version of the demise of theegtdavari, 1991), which would inexorably
be forced to surrender its monetary sovereignityatsupranational institution under the
impulse of TNCs.

There is no denying that TNCs pose a serious aigdlego national autonomy and sovereignty on
economic matters but it would be inappropriate ématude that they control the political domain.
Political power still remains in the arena of natigtate. In spite of the growing domination of TN€@s
the economic realm in the last two decades, it didna! wishful thinking that the nation-state is gpto
wither away or become irrelevant (Singh, 2001).

Nonetheless, we agree with Ponsot (2002) who artiashe identity “one currency area =
one production area” is no longgystematicallyachieved within the geopolitical framework
of the nation-state:

The way economic areas are determined is not fousi Since the advent of organised political areas
around the nation-states, the correlation of maogedad production areas tends to underpin the one
currency/one nation notion, as described by Hedei1999) and Cohen (2001). If today the nation-

state still constitutes the main framework for thsion of monetary and production areas, it dods no

however represent the sole framework of this refethip. It has been preceded by other modes of
fusion (communities, primitive societies....) andlwib doubt be followed by others. The one currency

/one nation principle is being challenged more mude. Several factors are contributing to the paiéa

% The Transnationality index (TNI) is calculatedths average of the following three ratios: fore@ssets to
total assets, foreign sales to total sales andgiomployment to total employment (see table Taup
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of this principle: globalisation, the creation bkteuro zone, the development of parallel currenarel
(...) dollarisation (Ponsot, 2004).

We believe, firstly, that the inclusion of transtinaal production needs to be performed at
the conceptual level in a monetary theory of préidac within a renewed framework of
global governance, in order for monetary theorgdtch up with the tremendous changes the
world economy has been witnessing over the lasaate under the sheer impulse of TNCs.
Secondly, in the new scheme that we have put fatwaations-states and the corresponding
currency areas will continue to define the bouretaief domestic monetary economies of
production (which are certainlyot made irrelevant by the rise of TNCs). However, omght
wonder how the purchasing power of money can hsfaetorily explained anew when trans-
national production is getting increasingly cooeded and integrated owing to TNCs, when it
is taking place simultaneously across numerous tepwemvironments and accounts for an
increasingly large share of world output.

Conclusion

An interesting question addressed in this articks wthus the incorporation of TNCs in a
monetary theory of production and, more particylatie potential impact of the introduction

of the concept of trans-national production on\vhey nature of money in the TME, which

potentially calls for the elaboration of an addib conceptual level in monetary analysis
with a further reflection on the possibility of tfieancing of trans-national production (and
therefore of the wage bill of TNCs) through theraaluction of a new world currency. The

other major institutional innovation would be theation of a sustainable global wage fund.
This global wage fund would exclusively monetissng-national production by trans-national
money emissions in the new world currency. Givea thirrent embryonic stages of the
reflection on global governance, this idea is Méggly to be a remote reality. Hopefully, it is

not a utopian one. Finally, to quote Paul Davidé#97),

If we start with the defeatist attitude that ittd® difficult to change the awkward system in whiga

are enmeshed, then no progress will be made \[Ve].must reject such defeatism at this exploratory
stage and merely inquire whether particular prolsofea improving the operations of the internatibna
payments system to promote global growth will bie@fve without creating more difficulties than
those inherent in the current system (Davidsony193%86).

Therefore, new ideas should not be entrencheddeaeatist culture if we are to design the
pathologies our economies are currently sufferirogf
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