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Definitions

Foreign direct investment (FDI) is defined as an investment involving a long-term

relationship and reflecting alasting interest and control of a firmin one country in afirm

resident in another country.

Transnational corporations (TNCs) are enterprises comprising parent enterprises and

their foreign affiliates. A parent enterprise is defined as an enterprise that controls assets

of other firms in foreign countries, usually by owning a certain equity capital stocks. An
equity capital stock of 10 per cent or more of the ordinary shares (or its equivaent for an
incorporated enterprise) is normally considered as athreshold for the control of assets. A

foreign afiliate is an enterprise in which aforeign investor owns a lasting interest in the

management of that enterprise (i.e., an equity stock of 10 per cent).




Industry classification (I nternational
Standard Industrial Classification of
All Economic Activities, rev. 3)

Division 85 HEALTH AND SOCIAL WORK
851 Human health activities
8511 Hospital activities
8512 Medical and dental practice activities
8519 Other human health activities
852 Veterinary activities
853 Socia work activities



Some examples of TNCsin health
Ser vices

Example 1: HCA (United Sates)
Indusiry: Generd medicdl and srgicdl hospitels
Empoymant: 80in heedguartersin Nedhwilleand 164,765 intatd
Number of hogpitds owned and operated = 187 (end of 2000)
Number of hogpitds established aboroed = 2 in Saitzerland, 6in the United Kingdom

Example2 FressmiusAG (Garmany)
Inoudtry: Pharmeceuticads medicd, opticd and predd oningruments
Assts 609 million Eroin 2000 (1999: 4 952)
Eployment: 49 974 (43783)
Mg arity-onned effiliates =282, of which 258 are doroed

Number of hedth savices dffiliates estadlished aoroaed = 134 kidney ddyss canters
(only onein devd oping courntries); 4 goeddty hosaitds 3medicd |aborataries; 1
nurang carefadlitiesec.



Largest MNCsin health-services

TRaking by Hes Bhrploymert ND. of dilides Nonber of host countries
InDavelgang Nuner of host Host develgang
Stles Qnpay Hmeecoony — Tad Total Tatal Foegn €oomies  aufies  aourtres

1 Flizer Uhited Sates HIE 12200C @ 7z X A 1€
2 Jdrsn&Jarsr Uhited Sates 18 11060C 2 1 X 4 2z
2 GaxoJithKlire United Kingdarr Bk 116 2x i3 & & X
4 Bayer Gemrary 23 11540 %) 2% & 67 ce
ERe Shitzerlarc 2318 BB/ 15 13X A 4 2z
€ Norvatis Shitzerlac 2484 7854C s o PR &€ 5 X
7 Merck Uhited Sates 24 6320C & 5 7 x €
&€ Sadii-Aertis Hance 2247 %67 X 3x 166 1SS e
¢ Bisd-Myers Stk Urited Sates 2084 2400 107 % e e 21
1C Adoatt Labarataries Uhited Sates 19651 7000C e 106 X 51 2
11 AsraZereca Lhited Kingdarr 1884 6040C 21C 16t 47 e X
12 Wetr Uhited Sates 1581 3 A 6/ 2 X 12
12 Hi Lilly Uhited Sates 2 4610C = A 1= A 12
14 Boehringer Ingeheirr Gemreny 931C BAE & & 18 e 13
15 Baxter Intemdtiorel Uhited Sates 891€ 5310C = 4 1z X 1C
1€ Fresnile Gamary 8k &B24C 16e 14 A X 14
17 Arger Uhited Sates 83 1290 2 1€ 1 1€ 1
18 SheringFlougr Urited Sates 83% DI 7 5 12 s 1
1S Medranic Uhited Sates 76 67X e A £ 2 4
X Shering Gemrary 60 65 108 & e 2% 2



Correlations among size variables

Number of companies =45

Sales | Employment | Host countries = LDC countries

Sales 1
Employment 0.95 1
Host countries 0.62 0.69 1

LDC countries 0.66 0.73 0.96 1



Top home countries of multinational companies

Number of companies, 2003

1 United States

2 Germany

3|Japan

4|United Kingdom

5 France
Switzerland

7 Belgium
Denmark
Sweden
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Theinternational presence

|ndex of transnationality
TNI = Foreign/ Total

Network spread index
NSl = Host countries



The Largest Pharmaceuticals MNCs

AsHs SHes Brdoymet ND. of efilistes
™

Qpoaion Hmeeomy Foegn  Tod  Foen Tad  Foeon Tod Rrcet) Faegn Tad I

FizerInc United Sates 89 1676 B34 HI1B 7320 12200 475 73 R NOFH
RdeGup(LheeAS  Shitzetad LY B 2™ BBV A7 GBI A8 139 159 gL
Sdi-Aetis Hanoe A Va7 31 221 227 H56 B 23 335 35 ga
Noatis Shitzalard 78 20317 16076 2484 4 38BL BAL 570 232 26 D63
GaoxnitrdineAc Unted Kingoom 388 2813 PX>»B OB %330 100919 60 158 29 @D
Bayer AG Gamary 1882 4@ W3 P} LW 1540 0 KO 2% 30 BB
Adudt Leborataies Uited Stes BA4  B75 778 WL P RV 43 1B 1B &n
Wt United Sates o7 20721 6L 1581 21617 RIE 41.¢ 6/ # 7O’
Bigd-MeasSyib Uhited Sates 1186 21471 797 2084 1850 2400 4.2 B 117 R\’®
MIck& United Sates 1084 4053 81673 245 23D &340 A8 % B w47

Suree UNCTADB=aams Lnvasty diaese

10



Themost popular locations
INn developing countries

Hong Kong (C hina) 36
Singapore 34
M exico 32
China 30
Taiw an 25
Colom bia 24
Brazil 22
Argentina 21
Korea, Rep. Of 21
Turkey 21
South Africa 19
Venezuela 19
M alaysia 18
C hile 17
India 13
T hailand 13
Ecuador 12
Peru 12
Philippines 12
G uatem ala 10
Indonesia 10

Panam a 10



The deter minants of
Inter national presence

TheOLI paradigm: Dunning
Size, brand name, distance
Human capital

Good governance
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Country risk, corruption and gover nance

Key explanatory factorsinclude:

o Accountability of government

« Economic and political stability

e Management capabilities

e Regulations, transparency and enforcement

e Continuing liberalization and improvement of
Investment environment
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Statistical analysis

Table 3: Spearman rank order correlation coefficient

Explanatory variables for Governance Rs t

Euromoney political risk 2002 0.475 3.42
Government effectiveness 0.374 2.55
EIU country risk 0.325 2.18
Corruption perception index 0.312 2.08

Explanatory variables for Size

GDP per capita 2002 0.436 3.06
Population size 0.279 1.84

Human Capital Index (2001) 0.480 3.46




lmplications for developing countries

|mprovement of services provided

Transfer of technology (knowledge, information, expertise,

organizational skills)

— Toattract insurance services, they need the right mix of skills,
costs, infrastructure and legal framework.

Potential abuse of market power
Systemic risk

To control the potential costs, they need appropriate policies,
transparency and gover nment effectiveness.
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