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FDI  and development

FDI   in the Health Care sector

Destination of FDI

MNCs (or  TNCs) and FDI



3

Definitions

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

relationship and reflecting a lasting interest and control of a firm in one country in a firm

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 equivalent for an

incorporated enterprise) is normally considered as a threshold for the control of assets.  A

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

management of that enterprise (i.e., an equity stock of 10 per cent).
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Industry classification (International 
Standard Industr ial Classification of 

All Economic Activities, rev. 3)
Division 85 HEALTH AND SOCIAL WORK

851Human health activities

8511 Hospital activities

8512 Medical and dental practice activities

8519 Other human health activities

852Veterinary activities

853Social work activities
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Some examples of TNCs in health 
services

Example 1: HCA (United States)

Industry: General medical and surgical hospitals

Employment: 80 in headquarters in Nashville and 164,765 in total

Number of hospitals owned and operated = 187 (end of 2000)

Number of hospitals established abroad = 2 in Switzerland; 6 in the United Kingdom

Example 2: Fresenius AG (Germany)

Industry: Pharmaceuticals, medical, optical and precision instruments

Assets: 6 099 million Euro in 2000 (1999: 4 952)

Employment: 49 974 (43783)

Majority-owned affiliates = 282, of which 258 are abroad

Number of health services affiliates established abroad = 134 kidney dialysis centers
(only one in developing countries); 4 specialty hospitals; 3 medical laboratories; 1
nursing care facilities etc.
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Largest MNCs in health-services

Ranking by Sales Employment Number of host countries

Sales Company Home economy Total Total Total Foreign
In Developing 
economies

Number of host 
countries

Host developing 
countries

1Pfizer United States 45 188 122 000   92   73 35 34 19
2Johnson & Johnson United States 41 860 110 600   229   160 38 48 23
3GlaxoSmithKline United Kingdom 35 006 103 166 229 158 48 46 26
4Bayer Germany 32 334 115 400   320   236 89 67 39
5Roche Switzerland 23 183 65 357   159   139 34 48 23
6Norvatis Switzerland 24 864 78 540   256   232 69 52 28
7Merck United States 22 486 63 200   68   52 7 28 6
8Sanofi-Aventis France 22 247 75 567   385   335 166 58 33
9Bristol-Myers Squibb United States 20 894 44 000   117   98 32 43 21

10Abbott Laboratories United States 19 651 70 000   123   103 39 51 28
11AstraZeneca United Kingdom 18 848 60 400   210   165 47 70 38
12Wyeth United States 15 851 52 385   84   67 21 29 13
13Eli Lilly United States 12 582 46 100   75   64 15 34 12
14Boehringer Ingelheim Germany 9 310 33 980   87   66 18 33 13
15Baxter International United States 8 916 53 100   58   49 12 28 10
16Fresenius Germany 8 908 65 240   165   104 34 36 14
17Amgen United States 8 355 12 900   22   18 1 16 1
18Schering-Plough United States 8 330 30 500   73   58 12 28 10
19Medtronic United States 7 665 26 732   76   54 5 24 4
20Schering Germany 6 090 26 560   108   84 33 46 23

No. of afiliates
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Correlations among size var iables
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
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Top home countr ies of multinational companies

  1 United States   20
  2 Germany   7
  3 Japan   5
  4 United Kingdom   4
  5 France   3

Switzerland   3
  7 Belgium   1

Denmark   1
Sweden   1
TOTAL   45

Number of companies, 2003
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The international presence

Index of transnationality
TNI  =  Foreign / Total

Network spread index
NSI  =  Host countr ies
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The Largest Pharmaceuticals MNCs

Corporation Home economy Foreign Total Foreign  Total Foreign Total
TNI

(Per cent) Foreign Total II 

Pfizer Inc United States 48 960  116 775 18 344 45 188 73 200
 122 000 47.5 73 92 79.35

Roche Group (Umoe AS) Switzerland 42 926 48 089 22 790 23 183 57 317
 65 357 91.8 139 159 87.42

Sanofi-Aventis France 33 024  44 484 12 291 22 247 36 576 75 567 59.3 335 385 87.01

Novartis Switzerland 26 748
 

49 317 16 076 24 864 41 031 78 541 57.0 232 256 90.63

Glaxosmithkline Plc United Kingdom 23 893 42 813 32 296 35 006 56 360  100 919 68.0 158 229 69.00

Bayer AG Germany 18 892 47 020 17 033 32 334 48 700 115 400 45.0 236 320 73.75

Abbott Laboratories United States 15 214 26 715 7 703 19 681 33 166
 72 181 47.3 103 123 83.74

Wyeth United States 12 776 29 727 6 269 15 851 21 617
 52 385 41.3 67 84 79.76

Bristol-Myers Squibb United States 11 855 27 471 7 997 20 894 18 500 44 000 41.2 98 117 83.76

Merck & Co United States 10 844 40 588 9164 22 486 23 300 63 200 34.8 52 68 76.47            

Source: UNCTAD/Erasmus University database.

No. of affiliatesAssets Sales Employment
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The most popular  locations 
in developing countr ies

H o n g  K o n g  ( C h i n a ) 3 6
S i n g a p o r e 3 4
M e x i c o 3 2
C h i n a 3 0
T a i w a n 2 5
C o l o m b i a 2 4
B r a z i l 2 2
A r g e n t i n a 2 1
K o r e a ,  R e p .  O f 2 1
T u r k e y 2 1
S o u t h  A f r i c a 1 9
V e n e z u e l a 1 9
M a l a y s i a 1 8
C h i l e 1 7
I n d i a 1 3
T h a i l a n d 1 3
E c u a d o r 1 2
P e r u 1 2
P h i l i p p i n e s 1 2
G u a t e m a l a 1 0
I n d o n e s i a 1 0
P a n a m a 1 0
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The determinants of 
international presence

The OLI  paradigm: Dunning
Size, brand name, distance
Human capital

Good governance
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Country r isk, cor ruption and governance

• Accountability of government
• Economic and political stability
• Management capabilities
• Regulations, transparency and enforcement
• Continuing liberalization and improvement of 

investment environment

Key explanatory factors include:
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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
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Implications for  developing countr ies

� Improvement of services provided
� Transfer of technology (knowledge, information, expertise, 

organizational skills)
– To attract insurance services, they need the r ight mix of skills, 

costs, infrastructure and legal framework.

� Potential abuse of market power
� Systemic risk

� To control the potential costs, they need appropr iate policies, 
transparency and government effectiveness. 
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