What are multinationals?

Multinationals have subsidiaries all over the world, they are global coporations (e.g. Sony, IBM, Cola)

What were the reasons for the development of multinationals?

There are two main reasons for the development of multinationals.

( Because the national market had become saturated, companies realized that they have to increase there profit by setting up subsidiareies in other countries.

( Companies wanted to export products in other countries but trade barriers (like tarris or quotas= potected the local market of the countries. The company had to established factories in the countries to provide a foodhold into the  market.

Why did the host countries welcome the multinationals in former times?

The host countries saw investments of multinationals as a chance to creat new jobs. They hoped that subsidiaries of multinationals stimulated the local business sector and there was a possibility to earn foreign currency of the exported goods.

What are the disadvantages of multinationals?

Multinationals want to reduce their own costs and use the the cheap local labour in the host countries. They introduce new technology and reduce the possibility of employment. They take away locally available capital, they exploit the raw materials  and the low restrictions.

In what ways can the countries try to restrict the activities of the multinationals?

They are able to introduce restrictions, set up higher barriers for multinationals without subsidiaries in the country  and will only allow investment on a joint-venture basis.
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