Lesson 6 Transnational operations

Text 1

Transnational corporations (TNCs), which are also called “international corporations” or “multinational enterprises,” are comprised of economic entities in two or more countries. TNCs start with a global strategy in planning production, sales, and other business-related activities. Most TNCs have particular strengths and advantages in information, capital, and technology. Some TNCs even have monopolizing powers over certain products in certain areas.

Transnational operations imply that a TNC has established branches or subsidiaries overseas through direct investment, and carries out transnational profit-oriented business activities through these branches or subsidiaries. TNCs vary in nature, but most of them strive to establish the most advantageous production and sales zones as well as raw material supply bases worldwide in order to obtain relative advantage in production factors, such as resources, labor, talent, technology, and market access.

A TNC’s development can be divided into three phrases. First, it establishes foreign sales offices to boost overseas sales revenue. Second, it invests and builds factories in foreign countries so as to directly produce and sell products. Third, while engaging in direct production and sales overseas, it actualizes the international division of work within the company and thereby creates holistic superiority so as to obtain its goals in the international marketplace collaboratively.

[bookmark: _GoBack]The development of TNCs promotes the flow of production factors globally, stimulates adjustments to the world’s industrial structure, urges continuous innovation and the spread of new technology, and therefore accelerates the development of the world economy.
