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The gist of transnational companies

Where to place a production plant

Which global market segment aim to

How to keep and outperform others in competitive advantage

Where to get financial resources worldwide
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History of transnational companies

Movement of people and knowledge

Trade, goods and services

Colonization of new territories

• 13th – 18th century: overseas discoveries, existence of trade partnerships
So-called: Hanseatic company (Lubeck, Germany)
Italian banking-houses (Bardi, Acciauli, Peruzzi, Medici)
East Indian Company, Royal African Company, Virginia company

• 19th century: massive migration from Europe to North America
Support of outflows of FDI from the side of TNC

• 20th century: effective shifts of production to countries where  the final products are being sold or
where considerable production savings are achieved
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History of transnational companies

The average number of new subsidiary companies being annually established in single groups of countries
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History of transnational companies

1914-19 1920-9 1930-8 1939-45 1946-52 1953-5 1956-8 1959-61 1962-4 1965-7 1968-70
Kontinentální Evropa
USA a Kanada 1,5 2,7 0,9 0,4 1,6 5,6 6,3 16,7 10,8 20,7 48,1
Jižní Amerika 0,3 1,5 1,8 0,6 4,3 7,7 9,4 10 10,3 25,2 43,2
Evropa 5,9 16,5 7,1 4,1 7,9 16,1 15,9 24,4 34,1 81 179,2
Velká Británie 0,8 1,8 1,6 0,7 2,2 3,7 6,3 7,3 26,6 26,6 22,3
Afrika 0 0,4 0 0,1 1,6 2,7 3,7 10 3,9 12,8 25,4
Asie a Pacifik 0 1,7 0,8 0,3 1 3,4 4,6 10 9,9 12,2 26,1
Celkem 8,5 24,6 12,2 6,2 18,6 39,2 46,2 78,4 95,6 178,5 344,3

Japonsko
USA a Kanada 0 0 0 0,3 0 0 0 0,3 1 3 2,7
Jižní Amerika 0 0 0,1 0 0 0,7 3,3 1,7 4,6 9,3 7,5
Evropa 0 0 0 0,1 0 0 0 0,7 1,7 0,3 3
Velká Británie 0 0 0 0 0 0 0 0,3 0 0 0
Afrika 0 0 0 0 0 0 0,7 3,3 3,1 3,1 3,1
Asie a Pacifik 0 0,1 0,2 5,3 0,3 1 1 11,1 19,1 22,2 53,2
Celkem 0 0,1 0,3 5,7 0,3 1,7 5 17,4 29,5 37,9 69,5

The average number of new subsidiary companies being annually established in single groups of countries



© 2009, Ing. Ladislav Tyll, MBA., Ph.D.

The role of TNC in national economy
The effect on the economy of a host country:

• impact on the employment 
• transfer of technologies
• relationships in a global production system

• influence of TNC on the government policy

Companies under 
the full control of 
foreign company

Outsourcing
Companies with the 

minority foreign 
partnership

Ordinary suppliers

Foreign direct investments non-ownership relationships

Hierarchic coordinating mechanism Price coordinating mechanism

Transnational corporations Domestic companies
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The effect on world economy:

• effect on international trade
• effect on exchange rates
• effect on balance of payment

+ exports of goods and services produced in host country
+ substitution of imports by local production
- repatriation of profits yielded in host country
- imports of goods and services necessary for production

The role of TNC in world economy
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TNC characteristics

TNC = „corporations, concerns, eventually holdings formed by mother 
companies and their foreign affiliates (daughter companies, 
branches, subsidiaries) at least at two more countries“

usually JSC with a holding structure
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TNC strategic goals

• Company growth
• Market expansion
• Productivity growth
•Shareholder value growth
• Value added growth
• Profit maximization

Mother company

Regional
head office

Regional
head office

Regional
head office

Branch office Branch office Branch office

• Financial goals – risk diversification of change and diversity of

Exchange rates
Interest rates
Tax rates
Inflation
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Creation of TNC strategy

Steps: 1. Definition of company mission
2. Analysis of external macro and micro environment
3. Analysis of internal company situation (SWOT, value chains etc.)
4. Determination of competitive advantages
5. Analysis of available sources for expansion/development
6. Expert determination of strategic goals for organisation as a whole and its parts
7. Elaboration of scenarios for achieving strategic goals
8. Scenarios evaluation and selection of an optimal option
9. Expert elaboration of a final business strategy

Strategy 
Proactive

Defensive
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Motives for foreign strategic operations

• market saturation, diminishing demand, growing competition in given country
• the end of product life cycle
• absence or lack of raw materials or other production inputs
• high costs for production factors (labour)
• transfer of technologies, know-how, experience
• following business partners, mainly customers
• political instability and other risks (exchange rates)
• tax conditions
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Types of TNC strategies

1. Innovation based, developing, growth strategy
2. „Matured “ strategy
3. „Aging“ strategy

Financial strategies:

Competitive strategies:
Global strategy Strategies focusing on single countries

Global cost leadership Global differentiation Protected markets

Global segmentation National complexity, sensitiveness

Size
of target
(market) 

segments
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Types of TNC strategies
Strategies based on managerial philosophies, marketing and corporate cultures:

Perlmutter-Mintzberg model EPRG

Strategies:

• (E) Ethnocentric
• (P) Polycentric
• (R) Regiocentric
• (G) Global, Geocentric
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Classification of  TNC

Adjustment of 
branch placing

Worldwide 
adjustment of 
products according 
to customers req., 
branches in places 
of effective 
production, 
centralized mng., 
high level of 
coordination

Exports of goods, 
technologies, 
marketing and 
know-how from 
home country

Mainly foreign 
sales, respecting 
individual national 

traditions, low 
strategic 

coordination

Strategic 
orientation

R&D and know-how 
carried out 

worldwide and 
transferred 

according to 
effectiveness, 

selection of best 
employees no 

matter nationality

Centralized 
research, logistics 
and marketing, use 
of world standards  
(ISO), multinational  

mng.

Efforts to 
understand 

requirements, 
behaviour and  

customs of 
employees

Exploitation of host 
managers

Human resources 
exploitation

Managed nationally 
as well as globally, 

usually matrix 
structure

Managed from the 
Headquarters 

(canter)

Flexibly 
decentralized

Decentralized in 
single countries

Organizational 
structure, 
management

Transnational
From 90´s of 20 

cen.

Global
70.-80´s of 20th 

cen.

International
60´s of 20th cen.

Multinational
1st half of 20th cen.

Characteristics
/
Company Type
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TNC Models
Multinational model

Mother company

Daughter

Daughter

Daughter

Daughter

Daughter

Daughter
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TNC Models
International model

Mother company

Daughter

Daughter

Daughter

Daughter

Daughter

Daughter
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TNC Models
Global model

Mother company

Daughter

Daughter

Daughter Daughter

Daughter

Daughter
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TNC Models
Transnational model

Mother company

Daughter

Daughter

Daughter

Daughter

Daughter

Daughter
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Classification and evaluation of TNC

According to time, origin and goals
raw materials „prospectors“
market „prospectors“
Cost „reductors“

According to sectors

extractive (mining) industry
manufacturing industry (mainly automobile)
services (mainly banking, hotels and telecommunications)
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Classification and evaluation of TNC

• growth of international trade volume
• accessibility and volume of capital sources
• uncompromising promotion of free market
• liberation of international econom. competition
• development of R&D 
• cost minimization
• creation of new working places
• promotion of employee qualification growth
• better products availability
• abolition of national barriers - globalisation
• convergence of country legislation
• effective economy

• growth of No. of Oligopoly – lower level of 
competition

• profit repatriation, reduction of tax 
payments in host country (transfer pricing)

• growth of social inequality
• exports of out of date technologies to third

countries
• discrimination in remuneration for work
• disturbance of national cultural traditions
• weakening of national state sovereignty 
• exploitative attitude to environment
• excessive size often leads to uneconomical 
management and economy criminality
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TNC Financial management

Based on use of   „transfer prices“
tax optimisation
system of subventions and subsidies  

For problem minimization TNC should work out a comprehensive documentation 
regarding Transfer prices:

• organisational structure of each related company
• description of transactions and ownership relations between related parties 
• description of transfer pricing policy
• explanatory notes and comments regarding pricing strategy and policy
• economic and financial analyses
• corporate strategies
• supporting documents regarding situation of given sector
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Transfer pricing guidelines - Methods

Traditional
transaction
methods

Transactional
profit methods

• Comparable uncontrolled price 
• Resale price method
• Cost plus method 

• Profit split method 
• Transactional net margin method 
• Comparable profits method

Influences on transfer prices • income tax
• duties
• inflation
• exchange rates
• currency regulations
• improvement of financial health of the branch
• nationalization
• export subventions
• competition level
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