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ABSTRACT 

Many scholars of international Politics have warned of the 

need for states to gird themselves againat multinational companies 

who are able to outsmart and disrupt governments and their 

policies. In Britain measures. to guard against such disruptions 

are non-existent. Britain benefits considerably from inward 

investment and the need to gird against foreign companies appears 

to be an overstated case., 

Central decision makers (M. P. 9) have shown -virtual 

bipartisan favour to foroign investment in Britain. Consequent- 

ly there is no policy differentiation between foreign and'in- 

digenous companies. The only identifiable policy relating to 

inward investment is a policy of "welcome" to'it. This is not a 

policy in the usual sense for the actors and the acts they should 

pursue remain unspecified, The policy of "welcome" is thus 

implemented by approximately a hundred and thirty different 

bodies - Local Authoritiesp New Towneg development associations, 

Development Agencies and central bodies - all actively engaged 

in encouraging foreign firms to come to Britain. With little 

central direction theindividuals in these bodies have become 

proximate decision makers and policy-shapers. The bulk of the 

study examines how well these individuals and actors go about 

their task and suggestions for improvement are made. 

Four key concepts are used: consensuat coherenceg 

competition and co-ordination. There is, firstp a consensus 

on the benefits of inward investment shared amongst decision 

makerap both central and proximate. Paradoxicallyv howevers 

despite this consensus on the policy of "welcome*9 the lack 

of specification of actors and the acts that they should pursue 

has led to incoherence In the implementation of policy. Such 

incoherence has caused concomitant competition amongst-the 

actors concerned. This has probably been beneficialp but there 

is clearly a need for improving both methods and oo-ordination 

in order to maximise the amount of inward investment coming to 

Great Britain. 



CHAPTER 1 INTRODUCTION 

1.0 Introduction - The Nature of the Study and its Organisation 

Foreign direct investment (1) in Great Britain appears to 

have grown considerably in recent years. The aim of this study 
is to consider this growth and to analyse British policy towards 
foreign investment and its attraction. The approach used is a 
systematic stepwise progression beginning with the 

' 
delimitation 

of the scope of foreign investment in Great Britain. This is 
followed by an examination of government policy on inward invest- 

ment and on policies that may either impinge upon or be affected 
by foreign'firms in Britain. Attention then shifts towards 

examining the implementation of policy and the actors involved 
in this. Throughout a strong emphasis is placed on the 

attitudes and perceptions of actors in governmental and 
implementing organisations so as to establish underlying reasons 
for policy orientations and operational approaches. The ultimate 
aim of the study is the production of policy recommendatioris to 
improve policy towards-foreign investment andl in particrularg 
its attraction. 

The purpose of the opening chapter is to provide a prelude 

and back drop to the study as a whole. The study is basically 

a policy analysis and so it is first of all necessary to set out 
the nature of the study in this context. Following thisp in 

the second and third sections of this chapterp the wider aspects 

of foreign investment are considered by looking at-the nature of 

multinational companies and, in particular# their relationship 

with host states. Throughout the first chapter it is the 

intention to*show the basic motivations behind the research. A 

most fundamental motivation is highlighted by. examining the 

literature covering the debate on foreign investment and the 

impact of multinationals and on considering previous studies 

within the field. It will be shown that many of the various 

writings have shortcomings as a result of limited analysis and 

even the use of evidence selected to fit into a polemical or 

sometimes rhetorical format. To counterbalance such approaches, 
howevert the more thorough studies that have been completed have 

often been narrowly confined in their analysis, interpretation 
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and applicability. In generalg then, most studies tend to cover 

either multinationals as actors in the international political 

system, or have been case studies of national policiest or have 

szen foreign investment in terms of economic and industrial 

development. Pocusing on the single statep the present study 

employs a framework for analysis which attempts to encompass and 

embrace the issues by straddling the various levels of analysis, 

this being a necessary consequence of the multidimensional nature 

of the problem being addressed. Put simply, it appears necessary 
to assess and examine ordinary and operational relationships in 

order toprovide adequate interpretation, at higher levels of 

analysis, this being in preference to making interpretations 

based on the isolated events occurring in the international 

system. 
In looking at Britain the present study aims to throw light 

on the following: 

a) The powýr relationship between the state and the 
multinational company. 

b) The nature of the interface between-ýhe state. ý 
and the foreign companyq especially the I 
motivations for the arrival at the policy or 
policies to manage that relationship. 

C) The nature of the interface between the state 
and the foreign company in terms of the 
implementation of such policies as have been 
reached for managing that relationship. 

d) Means for improving the nature of that relation- 
ship in terms of maximising benefits accruing 
from foreign investment. 

In order to draw these. aspects together and to provide some co- 
hesive threads to thethesis a series of propositions is made at 
the end of the chapter* 

An important aim of this policy analysis is to provide in- 

formation to enable the suggestion of improvements in policy and 
the way in which it is undertaken. This can ofteng though not 

alwaysp be an aim in a policy analysis. There is no doubt that 

the policy analyst cang if he so wishesq contribute to policy by 

suggesting improvements and making recommendations. The policy 

analyst can contribute to the understanding and improV'ement of 

policy by being able to step outside the fire-fighting environ- 
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ment and being able to offer an embracing perspective when sift- 
ing through the merits and demerits of existing approaches. When 

the policy is a continuing one it is almost inevitable that policy 

recommendations will become an aim no matter how implicitly this 

may be expressed. Invariably, policy recommendations will seek to 

change relationships and activities having arrived at a best fit 

model. Best fit, that iso having been circumspect of all the 

constraints be they politicaly economic. or simply practical. 
A policy analysis is concerned with policy inputsý such as 

demands and resourcest and with policy outputs . Instead of 

simply placing intervening elements in a black box the policy 

4nalyst. -endeavours 
to sift through the various elements of the 

decision system and organisational network in order to ascertain 
how and why policy outputs are arrived at. 

In the present ahalysis the Lirst cShj2ctiv-Q is to arrive at 

what can be considered to be government policy as an intention. 

This is achieved by examining the actual and perceived environments 

with regard to the foreign firm. 

It is clear that attitudes and perceptions are important 

in determining policy. The attitudes of actors isthe independent 

variable (2) relating to the policy chosen as týe dependent 

variable. In this case Britain's policy has not been clearly 

articulated and so has to be gleaned 'from various sources and 

attitudinal studies in particular. 

Attitudinal aspects are important for gauging future 

policies which will be crucial to the strategic and global 

planning in international business. on the other handin the 

immediate sense attitudinal determinants are important to firms 

in that they make a difference to the quality of operation of 

government policyv especially in terms of meeting the needs ofp 

and offering service to firms. 

Attitudinal studies are not new. Hodges devotes a chapter 

of his book (3) on multinational companies and the British 

government of 1964-70 to studying the attitudes of a small 

number of politi-cians and senior bivil servants. Another study 

undertaken by Payerweather (4) compared the attituaes of 

politiciansp civil servantsp businessmen and senior trade union- 
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ists in Britain,, France and Canada. Both studies are adequate 
in as far as they go (the latter basically generates rather than 

interprets information) but the research herein covers a broader 

spectrum. 
Of the previous studies madet the one undertaken by Hodges 

bears most resemblance to the present study. Both studies. look 

to the widest international contexts and consequences of the Growth 

of multinational companies as their starting point. Hodgesp 

howeverg took an alternative route towards throwing light on 

the nature of the relationship. 'His main concern was with find- 

ing out where foreign investment fitted in with the 1964-70 

Labour government's aim of 25% growth in GNP during its term., of 

office. Using evidence gained from attitudinal studies and from 

his own two case studies of llohe computer and motor car industries 

he concluded that there had been a benign neglect with regard to 

foreign investment. Hodges contributed a valuable examination of 

a specific government's approach to industrial policy and the 

part that foreign investment had to play. He perhaps stretched 

these findings too far in generalising on the. state multinatýonal 

relationship rather than addressing more specific propositions 

but nonetheless his views were often based on evidence more sub- 

stantial than commonplace in the literature at the time. The 

present study builds upon Hodges' findings by bolstering their 

general validity. However, the present study's policy analytic 

approach allows the breaking of considerable new ground by 

considering different propositions, by making use of more data 

from a wider range of sourcesp . by combining studies from more 

diverse subject areas andy most importantly$ by analysing the 

management and implementation of the relationship between 

foreign firm and state. 
In considerine the interface between foreign firm and state 

the present study considers the various agencies with which the 

firm has to deal, particularly at the most crucial time of the 

investment decision. Attention is focused right down to the 

Local Authority level which has not previously been considered 

in terms of foreign investment. One extensive survey on the 

role of Local Authorities in the attraction of investment (n6t 
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specifically foreign) done by Camina, (5) is now unfortunately 

outdated largely as a result of the local government reorranis- 

ations of 1974. Reference willp nonethelessp be made as 

appropriate to this and to the more recent study on Local Author- 

ities and Industrial Development completed by Falk in 1978 (6). 

The studies undertaken by Camina, and Falk provide useful data on 

the role of industrial development agencies in Local Authorities 

and New Towns but bothq howevert shed little light on the specific 

acti-, ýities. in. relation to foreign investment. This aspect is made 

up for herein and furthermore consideration is made of the pre- 

viously neglected spectrum of actors especially at national and 

regional levels which go to make up the organisational framework 

for dealing with foreign firms. 

During the study it becomes clear that government policy on 
foreign investment is to welcome it and attach minimal importance 

to foreignness. It also becomes clear that the policy has moved 

gradually from a passive welcome to being a policy of active 

attraction. Howeverp the means by which this should be 

achieved and how foreign firms should be encouraged has not been 

laid downin chapter and verse. The government's policy states 

neither the actors that should be involved nor the acts that 

should be pursued in order to actively encourage foreign invest- 

ment. With such a lack of central direction it would seem 

reasonable to expect the translation of an inarticulated policy 

to be somewhat disjointed. In order to ascertain the approach 

towards attracting foreign. firmp the implementing organisations 

inevitably come under scrutiny. The characteristicst resources$ 

activities and dispositions of the various implementing bodies 

are examined along with their inter-organisational relation- 

ships. 

The vehicle used for analysis is a step by step framework 

rather than a theory although the framework does fulfil the basic 

functions of a theory, that isp description, explanation and 

prediction. Firstr government policy and the policy of welcome 

are ascertained and described. An attempt is then made to explain 

the existing state of policy via examining attitudes and then con- 

sidering the translation and implementation of policy. Finally, 

predictions are made on the basis of these findings and these 
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predictions give rise to and are couched in prescriptions for 

improvement. The study does not aspire to producing a theory 

of foreign direct investment in relation to the nation statep 

but it does apply appropriate social science ideas and methods 

to describep explain and predict in order to arrive at an ade- 

quate understanding of a policy area so as to enable suggestions 

for policy improvement. 

Fundamentallyt a substantial proportion of the examination 

is concerned with the somewhat untidy world of policy implement- 

ation. Having completed a systematic analysis of which actors 

are doing whatt wheng wheret how and whyl means for improvemefit 

are corisidered. In doing this there is inevitably a return to 

one of the most pervasive qu6stions in policy analysist that ist 

whether the approach should be one of laissez-faire or central 
bureaucratic control. Central government certainly has the 

rightp if, not theinclinationy to operate the system that it 

considers most appropriate and best serves Britain as a whole. 

In the present policy setting it becomes clear that the system 

owes more to social interaction between and within implementing 

organisations than to planning, rule setting, or detailed 

regulation from-the centre. In the light of thisp change is 

certainly made more difficult within an area of almost benign 

neglect and disinterest. 

The study goes on to reveal the reliance on there being a 

consensus amongst all actors concerned in dealing with and 

attracting foreign investment. Howeverv this consensus simply 

goes as far as a shared agreement that foreign, firms should be 

attracted. The consensus collapses as a. result of the differentg 

and often dpatially limitedg perspectives of organisations in- 

volved. Many actors are chasing a far from plentiful resource 

and cannot remain indifferent to others active in chasing that 

resoýurce. It seems necessaryp for these reaonsp to devote 

considerable effort to the examination of organisational per- 

spectives and profiles and inter-organisational relationships 

and dependencies. 

In the present study the inotitutional framework and 

organizational networks are laid out on Drganisationall hier- 

archical and spatial bases. Thus organisational controlsl links 
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and interdependence are examiný! d in terms of expertise, informa- 
tion and technical and administrative responsibilities. Super- 

ordinate and subordinate relationships are considered in terms of 
organisationt procedural normst priority - settinCl directive- 

giving, and co-ordination of activities. The possible waste- 
fulness of the duplication of activities resulting from the'trans- 

position of a competitive international framework-into an intra- 

state framework is considered. 
To summarise, the major foci of attention are the policy 

in question and the translation of that policy towards desirable 

outcomes. In order to do thisý reliance is placed on examining 
the perspe&tives of actors and their organisational context and 
interactions. To a large extent thenp we are considering 
implementation as a "process of interaction between the setting 
of goals and actions geared to achieving them" as it has been 
described by Pressman and Wildavsky M- 

Work by Pressman. and IvTildavsky demonstrates some of the 

problems of implementation. In a case study they found the 

performance of the Economic Development Agency ýEDA) in Oakland, 

U. S. A. to be abysmal in relation to its meritable aim of providing 
jobs for minorities via financial aid schemes, public works and 
the like. This poor performance is put down to'the conflicting 

Coals of the EDA and local interests regarding business develop- 

ment and the needs of the long term unemployed, There was a 
disagreement on means if not on ends. The actors involved 

clearly had differing ideas on constraints and time-scales. With 

a lack of control and co-ordinated mobilisation the implementation 

of a straightforward policy which attracted no serious controversy 
went awry. It will become clear that parallels can be seen 
between the policy of the attraction of inward investment to 
Great Britain and the failings demonstrated by Pressman and 
Wildavsky. 

The attention to implementation throughout the present study 
underlines the need to examine both the structures and processes 
involved. Focusing on implementation also leads to the consider- 

ation of the sister concept of evaluation; - a prerequisite to 

prudent policy recommendations, Evaluation is*difficult in this 
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case as yardsticks are not readily available not least because 

it is evident that the policy under consideration lacks a state- 

ment outlining which actors should act, what acts they should 

pursue and what their targets should be. 

Measurement of the success of policy is difficult, to say 

the least. Nevertheless, a comparative assessment is inevitable. 

During the course of this study the shortfall in Britain's per- 

formance in attracting foreign investmentl particularly, in 

relation to Eire, became a political hot potato. The incentives 

available and the opportunities for foreign firms became a 

secondary issue to that of examining how well the organisations 

involved in attracting foreign investment were performing in their 

task. Consequentlyg management consultants, Coopers and Lybrandt 

were hired by the Department of Industry in order to examine 
development organisations in England. Select Committees were 

given the task of investigating development bodies and their 

efforts at attracting inward investment in both Scotland and 

Wales. 

The present study is more embracing and-wide-ranging than 

the government-sponsored investigation. In particular, the view 

is of Britain as a whole and the role of all agencies from the 

lowliest Local Authority upwards is considered. The organisation- 

al arrangementsv methods employed and main activities of all 

types of organisation involved in industrial promotion. are 

examined closely. Implicitly the. successfulness-of-them is care- 
fully scrutinised, although as with the general ýenor of the study 

wider understanding and judgement are preferred to superficially 

more comparative statistical analyses for measuring success* The 

conscious preference is also towards a wide-ranging approach in 

order to give a well enough balanced supply of information to 

support the progression of the analysis. and conclusions. 

The main techniques, used for obtaining information for the 

study are by survey abalysis, interviews, documentary analysis 

and by use of published materials. Examination of how well 

various organisations were doing in stimulating enquiries, 

obtaining investorst and dealing with them was made possible by 

considering the issues from numerous view points. The perception 
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of the-organisations involved from bothinside and outside was 
researched. Hence perceptions are the key to the whole study 

although interpretation can only. be a riatter of Policy analyztls 
judgement. 

The specific research techniques used vary by each section 
of the-analysisv depending upon which techniques were considered 

appropriate. Consequently research method and design are dealt 

with as the study pruceeds. In general the research designs are 

quaoi-experimental in that they are not stimulus-response in 

nature. The basic approach isp howevery scientific by the 

inductive route having reduced an area of interest to an operation- 

alised researchable area bringing forth hypotheses to be tested 
by obtaining datay which once analysed can be used for making 

generalisations. 
Overallo the study is specificp although eclectiop in 

approach. Full use is made of a "baggage" of social science 

concepts and of a range of subject areas. In particularp areas 
important in the study of policy makingg policy, translation, 

implementation and evaluation are examined. --*'Insights are 

offered into other areas of politics such as decision-makingg 

central-local relations and organisational behaviour and re- 

lationships. 

The study that follows is sequenced to progress from 

examining the wider aspects of the international political 

system and the role of multinational companies through to the 

relationship of one statel Britainp and its inward investment. 

Finallyl we focus most attention on Brit ain's welcome to foreign 

investment and the way-in which attraction is achieved. In 

ordei to give an overall view of the sequencing and framework 

of the study a chapter by chapter summary is given below. 

The overall objective of the remainder of the present 

chapter is to make ne6essary reviews of the background liter- 

ature and to provide further indication of the motivations 
behind the issues and problems to be addressed. 

Initially foreign investment and multinational companies 

are considered in the widest international Political and 

economic contexts. Following this we move in closer to examine 

the 'relationship' between host states and inward investors. The 
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focus is on "Britain but some comparisons are made to policies 
towards inward investors inother states. After thist at the 

end of the chapter propositional benchmarks for the rest of the 

study are arrived at. In all theng the re3tof the present - 
chapter can be seen as providing the general framework and con- 
textual setting for the remainder of the study. 

The second chapter provides a detailed picture of foreign 

investment and its effects on Britain. The chapter is given 
over to a statistical and factual description of the growth, 

scope and distribution of foreign investment in Britain. Tables 

are used liberally in order to depict trends in inward invest- 

ment and its contribution in both spatial and economic terms. 

The chapter thus provides a benchmark against which to assess at 
least some of the perceptions that are considered later. 

The third chapter establishes the policy towards foreign 
Investment and examines the roots of this policy. Government 

policies towards, and. impinged on by foreign investment are 

assessed and an attempt is made to sift through the decision 

system in order to relate the attitudes of politicians as 

policy shapers and the policy positions that have been adopted. 
In assessing the opinions of politicianst propositions relating 
to the goals of government and foreign firms and propositions 

examining the effect of inward investment on government 

policies are considered. In an attempt to trace the source 

of policy positions and orientations specific propositions 

relating to the perception of the merits of foreign investment 

are utilised. In the end the long-standing policy of a 

virtually unqualified welcome to inward investment in Britain 

is established. 
In chapters fourt through to sixt the implementation of 

policy as an intention to welcome foreign investment is discussed 

by looking at the organisations involved. A series of propositions 

relating to the attraction of foreirn investment are considered, 
thus examining policy translation in this unusual policy setting 

where the policy of "welcome" specifies neither the actors to be 

involved in implementation nor the acts they should pursue. 
In the first two of the three chapters dealing with the 

policy implementors and policy implementation, attention is 
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spread across the whole range of agencies concerned with inward 

investment right through from Local Authorities to the Depart- 

ment of Industry's Invest in Britain Bureau. The multi- 

organidational and organisational goals and responsibilities are 

considered as aprerequisite to understanding the ways in which 

various organisations are involved in the attraction of foreign 

investment. Considerable emphasis is placed on obtaining the 

views of individuals involved in policy implementation as they 

play their role as proximate decision makers in the absence of 

central directives* 

In the sixth chapter assessments of the organisations 

involved are made. The problems arising from a multi-organisa- 
tional settingt including those of competition and duplication 

of efforts, receive attention. The possibility of multi- 

organisational sub-optimisation is examinedt and a central issue 

addressed is whether or not it matters that superficial or actual 

competition or duplipation of effort is wasteful so long as the 

results are acceptable. A black and white approach is not 

assumed. By this we mean that it is not assumed that-a multi- 

plicity of agencies necessarily means inefficiency and poor 

results for*this could be a potentially false premise. 

The penultimate chapter restores some balance to the study 

by considering the view from the firm. The chapter is largely 

based on the literature of international business and econlomic 

geography. Surveys and studies done by others are drawn upon as 

the strategies of firmsp their location policies and the 

functions of multinationality all come under sc: cutiny. The 

fundamental pressures on companies to make foreign investments 

and the actual processes ofimaking transnationalinvestment and 

locational decisions and moves are considered. In this way the 

needs and desires of foreign firms are laid out and the extent 

to which these are understood and are being met in Britain are 

discussed. 

The conclusion fulfils the usual role of recapitulation and 

drawing together of ideasq as well assessing what the study has 

shown and added to understanding. The links between attitudes 

and policy are considered and the paradox of a consensus leading 

to incoýerence in the only aspect of Policy identifiedý the 
I 
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policy of "welcome"v is subjected to constructive criticism. The 

major part of the chapter is devoted to making policy recommend- 

ations predominantly in relation. to the approach to attracting 
foreign investment. 

I. I. Forei Investment and Multinational Companies - The Wider 
Pers2ective 

In this section the main features and capabilities of multi- 

national companies are considered especially in their relation to 

the nation state. The vast majority of political scientists 

who have written on this subject take a rather doomwatch stance 
in expressing anxiety about the growth of multinational companies 

and their effects on the nation state. Although an attempt has 

been made to put over the general tenor of the views of 

political scientists in the discussion following, the positing 

of alternative views has been a conscious effort in order to 

attain a more balanced appraisal. 
At the outset of the discussion two basic questions appear 

relevant. First we must ask in what ways has the status of 

multinational corporations been changing, and secondlyp how do 

the actions of multinationals affect the power of states and govern- 

ments? A lack of hard evidence coupled with diagreements amongst 

recognised authorities on the subject means that conclusions are 

not easy to reach. 
Until recently studies of the-impact of corporations and 

multinationals were few although such studies have become a major 

growth area for about a decade since the Harvard Business School 

began the trickle which turned into a bibliographic flood. 

Initi ally corporations were considered from purelyýeconomic 

viewpoints. They were seen as new business organisations that 

would come to challenge the validity of the ageing free enter- 

prise system. Discussion of political implications was restrict- 

ed to a few more obvious issues and suffered from superficiality 

was a result. Political scientists were later entrants to the 

forum of discussion. most political scientists tended to 

retain their traditional focus on governments and states as 

primary political actorsp thus largely ignoring the business 

enterprise and therefore perpetuating a rather unrealistic view 

of sovereignty. Most political scientists writing on the subject 

12 



tended to constrict their view of multinational sompanies to look- 
ing at the concentration of power in multinationals and the growth 
of multinationals as an undemocratic force. I'any apparently felt 
that multinational companies were beginning to usurpq and would 
eventually overthrow, the nation state as the main actor on the 

world stage. Whilst business journals proclaimed the immense 

economies of scale and benefits accruing from multinationals, political 
scientists worried about thepotential. costs and damage to world 
order. 

Political scientists soon recognised the potential importance 

of the topic and began to suggest the demise of a world of states 
founded om the concept of sovereignty. According to Kavanagh: 

"It is suggested that internally the corporations 
are tending to by-pas3 the legislatures and other 
representative institutionsp while externally the 
multinationals are integrating sectors of economies 
of actor states and employing a management which 
may owe primary loyalty to the corporation and not 
the state in which they are based ..... 
..... The emergence of multinationals thereforey notoply 
seriously challenges many of our cherished political' 
institutions and proceduress it also confronts our 
patterns of thinking about the sovereign statey1which 
have been inherited from the 16th Century ..... 

..... In that they escape from the constraints of 
national boundaries and representative instituions 
it is alleged that the corporations are rendering 
obsolescent our traditional concept of both peace and 
sovereignty. " (8). 

The overthelming majority of political scientists see at 
least a diminution of sovereignty and the independent activity 

of states resulting from the rise of multinationals on the world 

stage. Vernon has suggested that "sovereignty is'., at bay" (9) 

as a direct result of the rise in number and statiire of multi- 
national business enterprises. Kindleberger has proclaimed that 
"the nation state is just about through as an economic unit" 
(10). He goes on to suggest that: 

"At the momentp I think the multinational 
corporation is evolving into the international one 
faster than national governments are girding'them- 
selves to produce adequate policies. I suggest the 
need to hurry. " (11). 

Added to thisp Modelski has said that it would be wrong to neglect 
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the gro-., th of tiie multinational company: 
"Corporations are an important part of present and 

future international systems andq even though we need 
not think of them as becoming governmental organisations 
in their own right, their political functions as 
structural components of systems of world politics can 
only be neglected at our peril. " (12). 

Kavanaghp Vernonp Kindleberger and Modelski were all con- 

cerned with the growth of corporations and the power relationship 
between states and multinational companies. All were writing in 

the early 1970's and offering thought-provoking conclusions 

although these were based mainly upon limited examples of 

multinational companies behaving in a manner disturbing to the 

predominance of state sovereignty. At the time the warnings on 
the possible demise of sovereignty and the need to gird against 

multinational companies at least succeeded in drawing attention 
to the scale of international business and the need for govern- 

ment policies commensurate with the scale of the burgeoning 

phenomenon of multinationals in the international system. There 

may have been an over-reaction on'the part of many political 

scientists but simply by highlighting actual'and potential 

problems there may have been some modifications to the behaviour 

and relationship of firms and governments. Ferhaps the most 

major omission in these studiesy however, was the failure to 

recognise the symbiotic nature of the state-company relationship. 

Statps require successful business to provide economic develop- 

ment whilst. ii'is the state Sy3tem which provides multinational 

business with many of the advantages of actually being multi- 

national. It is worth-noting that once corporations have 

stepped over state boundaries they in no way seek to break down 

the boundaries, for these borders are a major source of advantage 

for multinationals. The existence of national frontiers means 

that multinationals are able to exploit many advantages such as 

differential wage and exchange rates, the competitive incentives 

governments provide to attract investment and different state 

laws, especially those covering taxation and pollution. As 

Modelski later identified: 

"In factv the giant companies with numerous 
subsidiaries have flourished precisely by taking 
advantage of national frontiers as shelters., ' (13)- 
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He also modified his own view to a less alarmist position than 

previously: 

"National sovereignty. is not really at bay at all, 
and the conflict of the multinational company with the 
state is not really as great as made out to be. " (14). 

It would seem that a host of political scientists have at 

some stage offered views on the strength of the impact of multi- 

national companies in relation to states. Invariablyg such 

alarmists seem to offer - only limited and isolated evidence 

from which theYextrapolate scenarios of companies not states 

dominating the stage of the international political system. In 

doing this there is a denigration of the potential of states for 

accommodating the new force. Less alarmist political scientists 

such as Nye (15) and Gilpin (16)t howeverg having considered the 

the more mundane majority of the multinational-state relationships 

concluded that although the two types of actor impinged upon one 

another's behaviour ideas such as the rendering of sovereignty 

obsolete were far too extreme. The present study attempts to 

shed light on the debate by considering how one developed state 
behaves in its relationship with foreign based companies, 

especially as they operate within its own boundaries. 

One common flaw in analyses covering the state-company 

power debate is to liken the two types of Organisation unduly. 

As one author puts it: 

"Companies, it should be notedv possess many of 
the attributed of sovereign states. They have large 
resources at their disposal, they command the loyalty 
of large numbers of employees to whom. corpprate 
identity is often more important than national identity, 
they have-their own 6pheres, of influende as a result of 
the division of world markets among themselves and they 
engage in diplomacy and espionage activities which have 
traditionally been vieried as the exclusive domain of 
governments. " (: L7)- 

It is certainly true that both states and multinationals may 

possess similar fundamental elements of complex organisations 

viz. an identityq membersq a budget and a bureaucracy but the 

two are playing necessarily different games, those of the state 
being much more multi-faceted. 

There can be no doubt that the impact Of multinational 

companies can have a significant bearing on state policies and 

policy making but the impression that multinationals are so 
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powerful vis a vis the state that they will render sovereignty 

obsolete and bring about a new world order is not well founded. 

Such analysis is deficient and has been recognised as unwise as 
it ignores the heavy dependence of the corporation on the state 

and existing world order (18). Multinational companies are 

fully cognizant of the fact that the continuance of an amenable 

milieu for their operations depends on the benefits accruing to 

host states outweighing any costs imposed. Business enterprises 

whether national or multinational are likely to see their 

interests as best served by the maintenance of the status quo and 

the avoidance of conflicts with the aspirations of nation states. 

At this stage a view of the actual complexities is called 

for. Before further examination of the state-multinational 

relationship it is necessary to consider the various definitions, 

characteristics and attributes of multinational companies. 

In the first instances it 
I 
needs to be stressed that just 

as states differ both in characteristics and behaviour patterns 

so do multinational companies. Multinationals are all too 

readily branded as uniform in nature and It is often presumed 

that they behave rationally along the lines of Allison'6 

Rational Actor model to the exclusion of his other explanatory 

models for state behaviour (19). Just as the Rational Actor 

model alone is inadequate as an explanatory model for state 

behaviour so it is for multinational behaviour. It is true that 

profit motivation may lead to predominance of rational action 

but company goals are more multifarious than this. Furthermorej 

the operational environment is dynamic and the activities of 

competitors and other actors have to be anticipated and 

accommodated. The idea of there being a uniform entity called 

the multinational company which possesses predictable behaviour 

patterns is manifestly too simplistic. 

Nith such variable patterns of behaviourv defining the 

characteristics of a multinational company proves difficult 

and consequently there can be no typical relationship between 

state and multinationals there being no typical state or multi- 

national. Though the state-multinational relationship will 

vary the fear still remains that a state will not be able to 

insulate itself effectively from the penetration of an 
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exogenously based actor playing, possibly disruptive Cames. 

Nevertheless, most multinationals are keen to cultivate the 

image of "good corporate citizens" even thouliý, h their position 

may provoke much of the controversy about state autonomy and 

its validity. 
Having recognised the heterogeneity of multinational 

companieso and consequently at risk, of over-generalisation, both 

the definitions and main features of multinational companies 

require attention. A generally useful definition is put forward 

by Raymond Vernon. lie describes multinational companies as: 

"A cluster of corporations of different 
nationalities that are joined together by bonds 
of common ownership that respond to a common 
strategy and draw on a common pool of human and 
financial resources. " (20). 

The United Nations Commission on Trade Law (UNCITRAL) 

provides another broad definition: 

"The term multinational enterprise-is used in a 
broad sense andincludes enterprises which through 
branchesp subsidiaries or affiliates or other 
establishments engage in substantial commercial or 
other economic activities in States ("host" States) 

other than the State or States in which decision 

making and/or control is central (the "home" State). tl 

( 21 ) 
This encompassing definition is probably most useful for the 

purposes of this study. It can be used to cover both the smaller 

type of firm with operations inonly one or more host states as 

well as the more highly visible large companies-operating in 

many states. 
The more operational definitions of multinationals rely on 

various indicators. Thus if a certain percentage of a company's 

total activities in terms of sales, investment, production, 

markets, or employment are foreign then these are often taken as 

indicators of multinationality. An example of a useful operation- 

al definition is that used by one of the world's largest 

financiers of multinational enterprises, Citibank. To be class- 

ed as a multinational by them, four criteria have to be met by 

the company in question (22): 

1) Manufacturing facilities in at least four countries. 

2) 1,11ore than 25% of the consolidated revenues arising 

, 
from foreign sources. 
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3) ,, ommitment to international businessp 

4) Global strategies with regard to manufacturinup 
marketing and financial management. 

Attempts at providing an all-encompassing definition would 
be futile achieving nothing more than a further definition to an al- 

: p, eady over-bu3Aene d Jist - All that needs to be stressed is the 
heterogeneity of multinational companies. Perhaps theng as an 

alternative to definitionsp clasbificatory systems may be help- 

ful. Various measures of size, type of shareholdingt enterprise 
function and product type are often cited as important, but a 

similar classificatory system for states (where N is much 

smaller) proved less than advantageous when attempted by 

Rosenau. (23). 

Despite feelings that definitions and classificatory 

systems are necessarily inadequate three main features dis- 
tinguishing the mature multinational and underpinning power* 

relative to the state can be suggested. First in importance Is 

the size of some of these organisations. 'In economic importance 

large multinationals such as I. B. M., Ford, and Unilever can over- 

shadow many states. They can make themselves extremely stable 
by virtue of the economies of scaleg and consequently can 

support, among other thingst a technostructure of expertag 
high risk activitiest and can enter into long range planning to 

a far greater extent than the small company in a system where 
there is much more free-enterprise. 

The second characteristic is the ability to specialise and 

thus exploit economies of scale and comparative advantage. 

This characteristic can be of great importance to high technology 

operations. Contrary. to thisp lioweverv is the counter trend to 

offset over-specialisation by accumulating a wider range of 

activitiesp possibly to the extent of becoming conglomerate 

rathbr than specialist. 
A third characteristic 13 that mature corporations are 

often economically very important entitiesq their central 

capabilities being demonstrated in the possession of capitalg 
technologyt and access to world markets. They can often set 

up an amenable milieu by making relations with the state 

symbiotic. Large corporations are susceptible to unpredictable 
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and unplanned markets and so must rely on the otate to provide 

stability in these areas. As the lar(-, c mature corporations 
become interwoven with the state their aim must be to influence 

policies such as the regulation of agCregate demando prices and 
incomesp and government purchasing. 

Although multinational companies have certain important 

strengthening characteristics to enable them to maintain and 
improve their positiong multinationals are, by their presence? 
likely to pass on benefits to their host state. In perceiving 
thisp states are likely to adopt a position whereby they can 

attract inward investors and the benefits they may bring. On 

the other hand, states are liable to be sensitive to the ability 

of multinational companies to act contrary to specific policiesq 

particularly those of a developmentalp fiscal, economic or 

employment nature. It is logical to assume that the more 
detrimental are the behaviours of foreign firms, the more 
desirous will iheýhost state be for controls to be placed on 
inward investors. These points are dealt with in the form of 

propositions set out laterin the chapter. 
It is inevitable that any desire for states to-gird against 

the possible detrimental aspects of multinational behaviour 

has always to be balanced against the possibleloss of firms. 

A foreign company will not be attracted to the state 

offering ex6essive restrictions compared to those prevailing in 

other states. The state which does impose extra restrictions 

and monitoring will lose out in the competition to attract 

investors whomay otherwise have brought benefits such as 

new technologyp job provision, or addition to national growth. 

The state that succeeds in attracting foreign investment will be 

the one whichis'perceived to be offering most opportunities. It 

therefore follows that any variation in the stance taken by 

states will lead to variation in their attractiveness. Out of 

self interestj thereforep states are likely to compete in the 

minimisation of restrictions on inward investors. Furthermore, 

because re-locating multinationals are a relatively scarce 

commodityg states are likely to become involved in active en- 

couragement policies with inducements. This may reach such a 
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pitch that re-locating firms can play off states or even intra- 

state bodies in order to maximise financial or other inducements. 

A foreign company once arrived will no doubt have to comply 
with existing state legislation di: rected at all companies and 
once a foreign company has established itself in a particular 

state that state mgy not be able to tighten up controls to any 

considerable degree. It must not be forgotten that the multi- 

national has the ability, if not so often theinclination, to 

move its operations elsewheret or at least to decide on future 
investment being located elsewhere. International re-location 
is unlikely except for extremely footloose industries for the 

costs involved both for the physical re-locition and the 

opportunities which may be lost can be prohibitive. This is 

partly why it tends to be older, and less efficient plants that 

are used as bargaining chips and arelrone to the "rationalisation 

axe", 

In a case of extreme dissatisfaction with a foreign investor 

a host state can take theýdrastic step of ejection or national- 
isation. Both will be options that are rarely invoked. Nation- 

alisation may be futile when a branch or subsidiary plant form S 

part of an integrated operation. The nationalised plant might. find 

itself stranded with crucial functions such as marketing or the 

production of vital components for manufacture being carried out 

in other states. Less extreme measures than nationalisation are 

possible but any serious attempts at control can be met by the 

transnational nature of many multinational companies. "The inter- 

national corporation (according to Kindleberger) belongs everywhere 

and nowhere and is truly international. " -(24)- Xindleberger is 

among many authors in portraying the elusive status of such 

organisations and the problems of pinpointing them. Whether such 

a view is in touch with reality is open to question. It must be 

remembered that the sort of large scale investments involved can 
hardly be branded as elusive andq furthermore, the idea of 
belonging everywhere and nowhere is misleading for it is generally 
the case that multinational corporations are centrally co-ordinated 

under global planning operations even if spread worldwide in 

operational terms. 

roith centrali3ation in a home state commong the fdcus for 
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controlling companies should perhaps be the home state. It is 

most likely that the home state will impose restrictionsp 

particularly with regard to si)ch things as capital movements but 

should home state legislation not go far enough to satisfy a 
host, then perhaps the host should lobby the home state with the 

aim of altering legislation. 

The main alternative to individual states controlling the 

behaviour of multinational companies is seen as taking inter- 

nationally agreed steps at control. The logic. of control 

agreements being international is legitimate inasmuch as multi- 

national companies are international, or at least transnationalp 

in scope. The major problem inherent in any international co- 

operative approach is that the states involved either adopt 
individualist positions or multi-state blocs with irreconcilable 

differences tend to form. In the field of multinational business 

thesplit tends to be between developed and developing states 
though a dichotomisation is an over-simplification. 

Discussing the international control of the multinationals 

is a game played by many international organisations. Unfortuno-' 

ately the main trend is for the blaming of multinational 

companies for ills and wrongs for which they are hardly respons- 

ible but, then againg the multinationals areideal whipping boys. 

The Third World states can accuse them df exploitation and often 

depict them as being in cbLhoots with the richer half of the 

world which is determined to keep exploitation continuous by 

maintaining . an ever widening economic gapt butq then againg the 

rich states are no betterg often blaming the woes of society 

on corporations and the multinational ones in particular. 

The U. N. 9 the O. E C. D. p I. L. O. 9 E. E. C. 9 the International 

Confederation of Free Trade Unionsp the World Confederation of 

_Labourp 
and even the International Chamber of Commerce (I. C. C. ) 

ecreamongst the bodies suggesting controls to be placed upon the 

activities of multinational companies. For the U. N. the question 

of controlling the multinationals is bound up in the desire of 

the Third World for a redistribution of wealth via a New 

Economic Order. Not surprisinglyt opposition to the codes 

that the developing states support emanates from many developed 

states. Howeverg the deve'loped states may be persuaded to 
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support implementation so long as the teeth of any code are not 
too sharp. 

The labour organisations are interested in similar areas to 

the U. N. on a moral levelp but the main emphases are on the Trade 

Union rights of recognition and participation, the need for 

regulation of restrictive practicesq and the detrimental aspects 

of the rapid spread of job-shedding technology. 

Codes have been forthcoming even from the. ric-h, states. An 

I. C. C. code was produced in 1972 but despite its recognition of 
the special needs of the Third Worldand recommendations that 

multinational enterprises should promote the advancement of 
developing states it was full of loopholesp such as suggesting 
that companies should promote technological development "whenever 

practicable"O or should use local suppliers "if prices and quality 
are competitive. " The I. C. C. code was years too late and with its 

convenient company biased loopholes could achieve little more than 

the prudent businessman would already practise. 
Issues pertaining to multinational companies have been dis- 

cussed in the E. E. C. Community company law does assist in 

"control" in that it is applicable across state bounaaries, but 

measures specific to regulating multinational companies have yet 

to go beyond the discussion table. The Commission gave a basis 

to discussions in a -communication to Council in 1973* (25). 

This urged the alleviation of worries about the activities of 

multinational companies and dealt with such matters as informa- 

provision, competition and mergersp employment and employment 

protectiong and general harmonisation of company law and taxation. 

Discussions have continued but changes have been few. Nevertheless, 

the generation of information on approximately. 9P500 multination- 

als has been achieved by the Commission using data given by member 

states (26) and this may be a contribution to considering future 

policyp although the cynic may judge the information generation as 

an end in itself seen as useful in avoiding future policy. 

The O. E. C. D. has been one of the most active bodies in the 

field of drafting and proposing codes of conduct for multination- 

al companies. O. E. C. D. proposals have largely been acceptable to 

businessp if not to trade unionists. The proposals have been more 

reasonablg than those emanating from organisations where Third 
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World representative3 have a significant voice. The most recent 

O. E. C. D. Code is probably more likely to succeed in that it is 

recognised that three quarters of multinational company activity 

is in O. E. C. D. countriest and notably not in the Third World. 

A consideration of the O. E. C. D. code may be beneficial inas- 

much as rich states recommend it. The Code set up in 19769 and 

now under Teview with the Trade Union voice pressing for stronger 

measuresp basically makes the following recommendations: 

a) Companies should recognise government policy 
objectives. 

b) Supply of information by subsidiaries to 
enquiring local governments should be 
encouraged, although a loophole allows 
business confidentiality to be over-stressed. 

c) Bribery and corruption should not occur. 

d) Subsidiaries should not be fettered by manage- 
ment policies which restrict freedom to develop 
and sell where it pleases. 

e) Information should be published on structurep 
ownershipsp resultsl intra-group pricing etc. 

f) Abuse of dominant market positions should be 

g) 

avoided by allowing competition and avoiding 
unfair pricing policies etc. 
Companies should co-operate in anti-trust 
investigations. 

h) Companies should not seek to avoid national 
taxes by methods such as transfer pricing. 

i) Trade Unions should be allowed under con- 
ditions comparable with those existing in the 
host state. Trade Unions should also be given 
information on the co , mpany's performance and 
proposals in states where this is possible-ý 

J) Transfer of operations should 'not be used sýs a 
bargaining chip particularly in labour 
negotiating contexts. 

On the whole the proposals whilst encompassing are normative 

recommendations lacking the-teeth required to allow successful 

regulatory implementationg although some companies have taken 

them seriously. (27)- 

The British Government has not given great weight to actually 

pursuing guidelines. Although the O. E. C. D. text was ýublished by 

the Government (28) and Mr. Alan Williamst Minister ot State in 

the Department of Industry in the last Labour Government said 
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that the "the O. E. C. D. declaration and decisions constitute a 

major step forward" (29), the application Of Cuidelines hardly 

seems high powered. The O. E. C. D. has been kept as the main forum 

for reviewing guidelines and resolving problems. The main con- 
tribution from Britain to the O. E. C. D's Committee on Internation- 

al Investment and. Multinational Enterprises is through views ex- 

pressed on these matters by the Business and Industry Advisory 

and the Trade Union Advisory Committees. The intergovernment 

consultation machinery in the O. E. C. D. also provides a route for 

information passed on through U. K. Departments to the Government 

regarding any difficulties. Debate may be better than nothing, 
but the measures taken appear to gloss over the need perceived by 

many for an inspectorate with teeth able to match the strength of 
multinational companies. 

In terms of the present study the most significant aspect of 
the subject of producing international codes for control is in 

stressing that international organisations are an additional grolip 
joining the many academicsq intra-state organisations and states 
themselves in showing concern with the multinational company and 

the need for controls. 

The O. E. C. D. guidelines do serve to summarise the most salient 

problems envisaged by states vis a vis 
, 

multinational enterprises. 

Some of these deserve expansion. Major fears arise from the 

multinational domination of crucial sectors of national economies. 

In Britain, for instancep multinational companies tend to be pre- 

dominant in. termd of manufacture and sales in three important 

sectors; computersp microprocessors and mierg-electronics, and 

motor vehicle manufacture. Issues'of National Interest emerge as 

even the sensitive defence sector comes to depend on these 

"foreign-domindted" sections. (30)- 

A maJor coýcern of states is the financial losses that multi- 

nationals can especially by financial manipulations. Major 

losses in state revenue can be brought about by multinational 

companies escaping from full tax payments brought about by 

wriggling out of national fiscal controls by transfer pricing. 
(31). Further problems can arise from the repatriation of capital 
to the host or other states. Many states fear becoming too 

dependent for capital on the investment of foreign companies. 
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When, in 1963 multinational companies based in the United J)tates 

followed government guidelines on the repatriation of capital and 
limitations on exports of investments9 many states, particularly 

Canada, Belgium and Australiao were quick to protest. They fear- 

ed that this sort of action clearly demonstrated the multination- 

al company's centre of loyalty in a case of intergovernmental 

disagreement. 

Many writersp particularly those on the leftp fear the 

strength of a connection between the state and multinational 

company. A common view is that the spread of the multinational 

company is a mere facade for the growth of American or Western 

capital that perpetuates the colonial structure of the world 

economy in a modified form. Need the Third World countries-have 

any more ammunition than this for their arguments against the 

multinational companies? 
Demonstrating a strong link between the state and the multi- 

national company is exceptionally difficult unless-a few examples 

where this may have been the case are used and, then. thinking is 

extrapolated from these examples. The Soviet duthorp Dmitriev, 

clearly sees a link when suggesting the operations of multination- 

al as "intruding directly in the sphere of Foreign Policy.... to 

the extent of being an instrument of Foreign Policy. " (32). That 

foreign based companies often have substantial power and leverage 

potential in states is not disputed but it seems more likely that 

the company will act inits owninterestst whenever possible avoiding 

home-state manipulationp even if policies may appear to be of a 

similar perspective to those of the home state governments. How- 

everp the coincidence of multinational an d home state policy towards 

another state is likely as both company and government officials are 

likely to share a similar socialp cultural and political ethos. 

Occasionally the home state will try to manipulate companies 

with operations in other states to act in its favour rather than 

invoking another possible arm of foreign policy. The I. T. T. - 
Allende affair in Chile is often citedt though is as often as not 

wrapped in a mist of myths as in hard evidence. Inevitably this 

will be the case in a situation surrounded by suspicion and 

innuendo. If there was a collaboration between the American 

government and the company concerned then this is one of probably 
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only a small number of cases. In mo-st cases it would appear that 

firms would resent being manipulated. For instance, the two year 
ban on computer technology transference imposed by the United 

States on France in order to slow down its nuclear programme had 

to be enforced on the companies who were primarily only interested 

in selling their products. 

Dmitriev (33) has suggested a number of cases where a 

collaborative link could be seen between multinational companies 

and home governments seeking to impose foreign policy preferences 

on other states. Howeverv in all the examples he uses it is 

possible to conclude that companies are only acting in their own 

interests which may just be coincidental with those of the home 

state. A couple of examples he cites serve to support this view. 
First he cites the multinationals funding right-wing parties in 

Europe. Secondlyq he recognises their high investment in states 

under right-wing regimes such as SoutliKorea and Taiwan. Further, 

he sees the multinational companies as the mainstays of the South 

African regime. In all these cases Dmitriev could be-recognising 

the link between multinationals and their home governmentsp but 

without goingcn to prove the link it is possible to'argae that 

companies are acting autonomously in their own interest of obtain- 

ing an amenable operational milieu. 

It is interesting to note that it is not just a fear from 

the left that exists with regard to external manipulation. A 

two year study by the Commercep Consumer and Monetary Affairs 

Committee of Congress in the U. S. recently reached the conclusion 

that the U. S. as recipient'to increasing amounts of foreign direct 

investment was becoming increasingly vulnerable to often politic- 

ally inspired and poorly reported (34) investments from abroad. 

The Chairman of the Committeeg Mr. Benjamin Rosenthal commented 
that "The-bottom line is that more decisions made about our 

economy may be made outside the United States by foreign companies 

frequently subject to the foreign policies of their home 

countries unfriendly to America. " (35)- 

It is worth noting that in this statement state-company 

links are being assumed.. This contrasts with alarmist. -writers 

seeing multinationals as eventually usurping state sovereignty. 

In this instance. t however, it would seem that Mr. Rosenthal's 
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statement was a reaction to the sudden recognition of their being 

many more foreign based companies in the U. S, than first assumed. 
The home state-company link is to some degree inevitable but 

multinational. companies have the ability to act completely outside 
their home state or to even completely ignore the concept of 

possessing a home state. They can be independent to a large degreep 

especially by being able to raise capital internally and to act 

outside traditional money markets9 especially since the emergence 

of internationally liquid funds such as Eurodollars. ' A basic 

asymmetry between state and multinational corporation can arise by 

virtue of the latter's ability to possess and move around vast sums 

of money thus posing a threat to the strength of national currenciesp 
Evidentlyt multinationals can be upheld as independent inter- 

national actorsq though the extent of this independence lies in the 

eye of the beholder. Complaints about multinational companies 

abound: 
"It fiddles its acounts. It avoids or evades 

taxes. It rigs its intra-company transfer prices. 
It is run by. foreigners, from decision centres 
thousands of miles away. It imports fore 

, 
ign labour 

practices. It doesn't import foreign labour practices. 
It overpays. It underpays. It competes unfairly with 
local firms. It exports jobs from rich countries. It 
is an instrument of rich countries imperialism. The 
technologies it brings to the third world are old- 
fashioned. No, they are too modern. It meddles. It 
bribes. Nobody can control it. It wrecks balances of 
payments. It overturns economic policies. It plays off 
governments against eachother to get the biggest invest- 
ment incentives. Won't it please come and invest? Let 
it bloody well go home. " (36). 

The multinational-company is clearly a favourite scapegoat, being 

criticised for more than that for which it is directly responsible. 

At least the present study attempts to throw light on the above 

list of gut reactions. 
A major problem is that studies often either consider 

isolated examples of bad behaviour or they end up declaring that 

the world is soon to be similar to the one described by Orwell in 

his book 19849 where a few major companies willown and run every- 

thing in sight. Much of the writing on the subject has a Dick 

Tracey ring to it: 

"Will the multinational continue to be rule'd, by 
faceless corporate elites who commit important 
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political acts but are not bound by notions of 
constituencyp responsiveness and accountability? " 
(37)- 

Or will the state system fight back and maintain control? 
Despite criticisms the multinational enterprise cannot be 

devoid of any virtue. Just as Marx was able to praise the 

achievements of the bourgeois society in his Communist Manifesto 

the multinational can be praised. The interdependence created 
by transnational organisations amongst which the multinational 

company is predominant can be considered as contributory to 

peace. From a national viewpoint the host -may benefit from 

foreign investment as it "adds to capital formation in the host 

country, brings managerial and technical skills, may promote 

regional development by moving into depressed areasy stimulate 
internal competitiong and may contribute significantly to the 

expansion of export earnings of the country". (38)- 

States undoubtedly gain from inward investment and 
"potentially the multinational company is an overwhelming force for 

material progress in the world. 11 (39)- It would appear that in- 

ward investment would bring such material progress to host states 

in that it has an effect on government policies and in the 

following areas: 
(a) Employment. Inward investment may bring a 

net addition to employmento 
(b) Regional development. Inward investors may be 

-pulled or pushed into lagging regions and this 

may assist in their reinvigoration. 
(c) Competition. Foreign investment may stimulate 

competition and force productivity improvements 
in existing industry. 

(d) Development . Foreign firms mayp by virtue of 
inherent advantages such as those related to 

scale and access to capital and marketst be 
more able than indigenous firms to invest in 
hi'gh risk sectors, infant industries*and 
industries that are inefficient at present. 

(e) New technologies. Inward investment may short- 
cut the route to new technologies and skills of a 
technical or managerial nature. 

(f) Trade. Inward investment can stimulate trade and 
may bring benefits to the balance of payments by 
virtue of import substitution or additional 
export opportunities. 
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Despite this impressive list of potential and actual advantages 

accruing to the state from foreien investment it remains that the 

vast majority of academic outpourings on the subject have high- 

lighted the detrimental aspects of foreign investmentv sometimes 

almost to the exclusion of the beneM-, ial attributes, " As 

Galbraith has recognised: 
"In the past thirty years no economic institution 

has so intruded itself on the economic landscape as the 
multinational company. None has provoked so much 
discussion or been the'subject of such obsessive concern- 
and almost every reference has in it a note of anxiety. " 
(40). 

In his major TV series, The Ae of Uncertainty Galbraith happened 

to make some amiable references about multinational companies. He 

suggested that multinationals may be beneficial in serving to 

diminish nationalism and contribute to worldeccnomic development. 

Galbraith found that no other reference in the series brought on 

such indignant criticisms as these. (41). 

Galbraith and the cheermongers are in a definite minority in 

relation to the doomwatch majority. In the foregoing it has been 

attempted to reflect the prevailing viewpoint but, wherever 

possiblet it offers alternative perspectives 0 If desires for 

undertaking a piece of research such as this arise from a feeling 

of puzzlement, then it lies in the apparent lack of girding by 

states to deal with the detrimental aspects of multinational be- 

haviour as suggested by the doomwatch authors. In relation to this 

study the puzzle. can be formally stated thus: 

The-maj'6rity of-political pcientists, writing. on 

multinational- companies and inward ipvestment. -emphasise, 
the detrimental asipects of the behaviour of foreign 

firms and their effects on host states. In spite of 

these writings it appears that these detrimental aspects 

have not been recognised and translated into policies to 

gird against and deal with them at least in the British 

case. 
In the foregoing some criticism of the doomwatch authors has 

begun to provide insights as to the answer to this puzzle. Perhaps 

we can already assume that the answer is that the detrimental 

japects. are not significant. Howevery having criticised many 
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Previous studies for their lack Of thoroughness and extrapolation 

from the exceptional it is necessary to give the matter the pre- 

cision and attention that is due to it. Eere then, we aim to add 

systematic empirical research to throw light on and counterbalance 

the generally alarmist writing which has often been approached by 

scouring the evidence for the support of hypotheses. 

1.2 The Host State Position - Great Britain 

Before moving on to set down a number Of propositions a 

brief and necessary excursion is made into looking at the host 

state position in general. The approach to foreign investment 

in other states is considered to see whather there are any 

peculiarities in British policy that may go towards answering the 

puzzle of the apparent lack of policies to gird against the 

detrimental aspects of foreign investment as reoognised by many 

political scientists. 

At the outset it must be re-emphasised that the views about 

foreign investment will vary from state to state. Very broadly, 

developing and developed states will have different views of 

multinational companies and their operations. The focus in this 

study is on the developed state and later in this section we will 

briefly look at Canada as a state where foreign multinationals 

dominate the economy, and France where foreign investment has 

increased considerably in recent years and is becoming more 

similar in scale to that in Great Britain, the state under 

scrutiny in the remainder of this study. 

-Concentrating 
the study upon one state is in keeping with 

suggestions made by the Conference Board's study 6f multinational 

companies. In their second report (42) they suggest: "our ex- 

perience thus far underscores what we suspected at the outset: 

More research, focusing on single countries and a limited number 

of multinational companies - and stressing in depth interviews in 

the future. Without itv we will be severely handicapped in 

efforts to separate what is valid and invalid from the avalanche 

of theories, claims, chargesp hunchesp ideas and fantasies people 

have about the operations of the multinational firm outside of its 

home country. " 

Host states will undoubtedly differ in their perception of 

the utility of foreign investment. Their perceptions will relate 
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to the opinions held on the costs and benefits of such investment. 

Curzon has identified four potential sources of opposition to 

foreign inveotment (43) 

(a) The Left 

(b) Nationalists 
(c) zero growthers 
(d) Redistributionist 

It can be assumed from this that the more strongly influenced by, 

or reflective ofq these groups that a host government may be the 

more likely host state policies will reflect this. It must be 

presumed that the converse also holds. It would seem reasonable 

to propose that in the light of a lack of strong influences from 

these potential sources of opposition in Britain over recent years 

this would have some bearing on policies being more welcoming 
that restrictive. 

In most developed states hostility to multinational companies 

and foreign investment is gener ally subdued despite the existence 

of some possible sources of opposition. Certainly the recognition 

of undeniable benefits accruing to states from'possessing 

foreign investment has perceptibly muted criticism-in times of 

scarce investmentp but benefits have to be balanced against costs 

be they economicp social, cultural or political. 

Often it is not so much the multinational company that is 

criticised but it is the failure of governments to produce 

coherent policies to cover foreign investment and the activities 

of multinationals. This is noted by La Palombam and Blank (44) 

in particular reference to Italy. Hodges (45) in his study of 

multinational companies and the 1964-70'Labour Government in 

Britain came to a'similar conclusion. He concluded that British 

policy on inward investment had been-a case-, of benign neglect. 

Hodges' study is useful in that he reached the conclusion that 

much of the alarmist writing on multinationals and their impact 

on the state did not stand up to a tborough-going analysis. 

Hodges actually found that foreign investment was not seen as 

threat but was-seen as a means to achieving economic objectives. 

He also found less evidence of "Detroit style" insensitivity 

than of co-operation with national aspirations and the policies 

of the Labour government of the time. It may have been assumed 

31 



from what Curzon was saying above, that a government. left of 

centre would have been keen to take measures to control foreign 
investmentt but any costs were seen as undeniably outweighed by 
benefits. 

In Canada where a large part of the economy is foreign 
(largely American) ownedg the lack of clear articulated policy 
formed the focus of the Canadian debate which culminated in the 
1976 Foreign Investment Review Act. This Act det up an Agency 
to implement the guidelines that were laid down for dealing with 
foreign investment. Not surprisingly the guidelines are not 
dissimilar to the control recommendations of the O. E. C. D. set 
out earlier. The major points of the Canadian Act can be 

summarised: 
(a) Subsidiaries should be given a high degree of 

autonomy (especially the right to choose their 
own technology). 

(b) If an enterprise is mainly raw materials 
oriented then as much processing as possible 
should be carried out in Canada. 

(c) Foreign markets should be freely accessible 
for exports and allocations should not emanate 
from headquarters. 

(d) Enough profits should be retained to allow 
development. 

(e)! Pricing policy should becpen. This being 
aimed at the avoidance of transfer pricing. 

f)- Foreign companies should allow and encourage 
equity participation by Canadian nationals. 

(g) management should be -substantially composed 
of Canadian nationals. 

Whether these restrictions will cause Canada to lose investment 

only time will tell but much will be dependent on the Agency's 

interpretation and the vigour with which it implements the 

guidelines. (46). 
In Western Europe the picture is somewhat different9 there 

being lower levels of foreign investment than in Canada. Policies, 
if existentp tend to be less extreme. In the Canadian case the 

control guidelines refer as much to existing foreign enterprises 

as to new investments. In Europe it isonly the latter which 

receives separate attention there being little effort to treat 

foreign owned operationsp once establishedv any differently from 

indigenously owned ones. 
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Torem and Craig have considered developments in the control 

of foreign investment in France. (47). They recognise a higher 

degree of receptivity to such investment since the days of social 

unrest in the 1960's. Fevertheless they believe it is possible to 

identify some restrictive guidelines regarding foreign investment 

although such have never been officially published. They suggest 

that the following group of factors would favour authorisation of 

a foreign investment: 

(a) If it makes a positive contribution to the 
balance of payments. 

(b) If the deal involves the establishment of a 
new company as opposed to a takeover. 

(c) If there is a technological contribution to 
the economy. 

(d) If it provides competition in a sector where 
it was lacking. 

(e) If there is a contribution to France's overall 
economic plan and decentralisation Policy. 

(f) If there is a French participation in the corporate 
decision making process. 

Alternatively it is suggested that*the follow. ing factors would 

be unfavourable to the granting of investment authorisaiion: 
(a) If it would lead to the domination of a sector 

of the economy. 
(b) If there was any interference with an officially 

sponsored "privileged field'19 e. g. the computing 
industry where indigenous manufacture and 
development are encouraged. 

(c) If excessive "border area" investments were 
involved especially in Alsace where the Germans 
are heavily investing. (Howeverp prevention of 
such investment would be both contrary to R. E. C. 
rules and against the interests-of an area 
desperately in need of industry). 

The criteria are quite logical and with the possible exception of 

the last factor could be said to be relevant for Great Britain. 

In the French case Torem and Craig are able to list seven major 

examples of refusals to potential inward investorsp and this 

provides support to their analysis of criteria. However, in the 

British case refusals would be much harder to find# and a summary 

of the criteria used in judging the value of potential investment 

would be much more difficult to establish. 

Britain has increasingly played the host state role since 
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1945t thouGh overallt inward investment is still smaller than 

outward investmentt even if the gap is narrowing. Great Britain 
therefore has the dual role of being both a "home" and a "host" 

state although this study focuses on its role as the latter. 
That Britain is home to a number of multinational companies will 
have some bearing on its role as host. For instance it is unlikely 
that Britain would begin to impose harsh conditions on inward 

investors as it could result in retaliation on British overseas 
investments. More important than this, however, is the fear that 
inward investors would choose alternative locations in other 

states. 

Britain's position as a host is interesting for study in 
that "the British position has been consistently favourable to the 
incoming foreign investor" (48)9 at least according to the last 

major study on the subject done for the Department of Industry. 
In this studyg Hodges, (49) as mentioned eerlierp concluded that 
inward investment remained largely an, on-issue for the 1964-70 

Labour Governmentq there being hardly any differentiation between 

foreign and indigenous enterprises. 
In that Britain has adopted a position of welcoine with the 

bare minimum of controls is to some extent a reflection of the 

general tenor of the relationship between the government and firms. 

More often than not this relationship has been ad hoc and sector 

specific. Howevert in the last twenty years government involve- 

ment in the affairs of private enterprise have certainly grown 

and at the same time many firms, particularly the larger ones have 

adopted policies in order to influence state behaviour. Given 

the increased interdependencies of firm and state increased in- 

volvement in eachother's affairs is inevitable. 

During the last two decades there have been many changes in 
the relationship between government and firm. In the mid 1960's 
there was an attempt to formalise the relationship via the joint 

involvement of government andindustry in national planning. The 

subsequent failure of this syotem led to further support to the 

belief that an arm's length approach to industry was perhaps more 

appropriate. Despite this damaging blpw to the relationship, 

government soon became involved in industry in setting up'the 
Industrial Reorganisation Corporation (IRC) with its aim of 
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promotinC mergers to strengthen industrial groupings CLpable of 

competing with large scale and often multinational companies. 
During its lifetime, the IRCj neverthelessp maintained an 

arm's length approach and notably worked separately from Whitehall. 

It retained a relatively : Low profile being persuasive and 

suggestive rather than interventionary, but despite thfs it was 

soon disbanded by the incoming Conservative government keen to 

return to an approach more reliant on market forces. However, 

even this administration was soon to find itself involved in 

"lame duck" rescues as the IRC had been in its later years. The 

need for such rescues coupled with general industrial decline was 

possibly seen as related to the relative success of companies 

overseas. Such success was brought close to home by the increa6- 

ing numbers of successful inward investors, this in itself 

assisting in the move towards closer relations between government 

and firms once again. Howeverp no coherent pattern was to emerge 
during this period. Reluctance to becoming more closely involved 

with industry and the abhorrence of national planning led to 

pragmatic and ad hoc involvement. 

The liberal tradition also aided in the view that foreign 

investment should be welcomed and that policies should not dis- 

criminate between foreign and indicenous firms* In partv as had 

been seen with the IRC in the 19601s, the 1970's underlined the 

idea that the challenge from inward investment should not be met 

by illiberal and restrictive policies towards-foreign firms but 

by competing against them. The arm's length approach and liberal 

tradition may provide some explanation to the puzzle as to why 

there has been little girding against the possible detrimental 

behaviour of foreign firms as outlined by many political 

scientists. 

Although in the 1970's we have perhaps seen governments 

being more positive and interventionary on occasion (and even 

girding against the behaviours of foreign firms, at least 

according to Jenkin in his study of the development of the North 

Sea (50))p there appears tolave been little deviation from the 

secular commitment to liberal capitalism at least in th-- non- 

nationalised portion of the economy. The present Conservative 

government has been eager to uphold this tradition and reverse 
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most, if not all, of the limited deviations of the last Labour 

government which was in itself conditioned by the liberal 

tradition. 

In spite of the fact that there have been fluctuations 

around a trend in recent years most government policies impinging 

on firms have been either compulsory and universal or ad hoc', non- 

compulsory and selective arising in response to crises or major 

changes. The latter responsive approach had, in factt diminished 

during the present administration. Howevert the foundations for 

more interventionary approaches have at least been laid in the 

past. 

Implicit to the remainder of the study is the tenor of the 

government - f, irm relationship entrenched in the policies of 

successive governments and specifically we look at the "welcome" 

which has been identified in previous studies. However, previous 

studies on Britain have not gone beyond establishing the British 

position. Although they have established a policy of "welcome" 

to foreign investment they have not gone a step further to 

analysing the implementation of that policy, and suggesting means 

of maximising foreign investmeat and the behefits from it. Td 

some extent this is only to be expected as it is only in recent 

years that there has been a transition from passive to active 

policies for attraction. Issues of inter and intrabtate, competition 

on this front have orily become. salient in the same period. With 

stronger competition the need for optimising approaches becomes 

paramount. This study examines policy at this level as well as 

right down to its attitudinal roots. This approach is reflected 

in the propositions that have already been suggested. In the 

following section the propositions made are more clearly stated 

in order that they may be used as referential yardsticks'in the 

policy analysis that follows. 

1-3 Initial Propositions 

The . provision of a series of propositions gives a cohering 

referent for the study as whole. The propositions that are set 

out below are placed in four categories covering: 
(i) The goals of government and firms 

Propositions I- 3- 
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(ii) T'he effect of inward investment on government 
policies - 
Propositions 4- 7- 

(iii) Saliency of issues z! nd attitudes 
Propositions 8- 10o 

(iv) The attraction of foreign investment 
Propositions 11 - 13- 

The thirteen propositions fall roughly into'two groups. First- 

ly the earlier propositions relate to the puzzle of why there 

appears to be no girding against the detrimental aspects of 
foreign firms in the British case. As there appears to be no 

such girding the propositions are couched mainly in terms of in- 

ward investment being beneficialp although it is recognised that 

opposing propositions would be possible. These earlier 

propositions cover the-overall policy on foreign investment and 
the effect of such on various other policies. They are consider- 

edt in the maing in the earlier part of the study, 
The later propositions generally relate to the implementation 

of policy. Whilst the former propositions considerthe reasons for 

the arrival at policy as an intention to welcome foreign investmentt 

the latter ones cover the implementation of that policy. They are 

proposed from the basis of prima fa c ie assumptions made about 

organisational behaviour in a multi-organisational setting. 
(i) THE GOALS OF GOVERMENT AND'FJIVAS 

The three propositions in this section arise from the 

assumption that the apparent lack of girding against inward in- 

vestors in Britain probably relate to the perceived benefits of 

inward investment and to the similarity'of the goals of govern- 

ment and firms in terms of ecoiiomic growth. Undoubtedlyp one of 
the major goals of government is to achieve economic growth to 

increase the well-being of its citizens. The firm is also growth 

oriented via fundamental goals such as maximising profitsq 

maximising salesq or increasing market share. By virtue of sharing 

growth goals, the goals of government and firm may be either con- 
flictual or supportive. However, in order to maximise the returns 
to each actorg the two are likely to pursue a symbiotic policy 

orientationg one being unable to flourish without the other at 
least in the context of foreign firms pursuing low costs and 

access to British and E. E. C. markets and of Britain seeking in- 
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vestment from overseas sources in order to make up for quantitative 

and qualitative indigenous shortfalls. 

PROPOSITICA4 I In Britain otate and firm growth orientations are 
mutually supportive. 

Following on from this Britain would seem unlikely to impose 

any restrictions that may discourage foreign investment. This may 

reflect Britain's liberalv arm's-length relationship with industry, 

and may also reflect prudence, as restrictions or the excessive 

favouring of indigenous firms would be likely to discourage much 

needed inward investment. In this, there may also be a. reflection 

of the lack of influences as may lead to the emplacement of 

restrictions on foreign investment being evident. In other words, 

none of the groups identified by Curzon the Leftv nationalistsp 

redistributionists and zero-growthers have been particularly 
influential either within or upon government, 
PROPOSITION 2 In Britain restrictions on foreign investment 
will be minimalp if existent. 

In all, it would appear reasonable to assume that the lack 

of girding by Britain would be reflective of the fact that the 

perceived benefits of foreign investment outweigh the-costs. ' 

PROPOSITION 3 Britain will be favourable to foreign investment 
4s benefits are seen to greatly outweigh costs in general. 
(ii) THE EFFECT OF INTARD INVESTLIENT ON GMERNITENT POLICIES. 

Earlier, the possible areas whereforeign investment may have 

beneficial effects were listed. That is, employmentp development, 

particularly regional developmentp new technologyp competition 

and trade. In making propositions a more cautionary stance 

considering possible costs is adopted in looking at the possible 

strengths of foreign firms in relation to indigenous industry and 

government policies. It is clear that foreign companies may have 

scope for acting contrary to government policies. This scope is 

likely to be greater than it is for indigenous, pon-multinati-onal 

firms. 

PIROPOSITIONA By virtue of inherent advantages such as access 
to capitalp world markets , and technologY9 multinational companies 
have mor6'-scope for acting contrary to government policies than 
do indigenous firms. 

It would be impossible to assess definitively the costs and 

benefits of foreign investment on a r, ýngge of government policies 

in a study of this nature. Hereing i major aim is to examine how 
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and w1hy the "welcom in, -" policy has been arrived at. In order to 
throw light on this the next three propositions are made about 

areas in which there is often sub3tantial controversy regarding 

costs and benefits. They therefore provide useful referents for 

assessing the attitudep of decision makers and implementors and 
Vie policy positions adopted by them. 

The first of the three propositions consider the strength 

of the foreign company in relation to fiscal policies. Multi- 

national companies can and have used transferpricing and 
financial juggling in order to exploit differing fiscal arranEe- 

ments in different states. The extent to which this actually 

occurs or is perceived to occur is important in assessing 
attitudes. The fifth proposition is made perhaps somewhat 
provocatively for it is the extent to which firms use any of their 

advantages that is important. Neverthelessy 
PROPOSITION Multinational companies are often able to skirt 
state fiscal policy giving them a competitive edge over indigenous 
firms. 

Another area where there alwayslappears to be at*least 

ambivalence is regarding the effect, of foreign investment-on-the 

balance of payments. Foreign firms may be instrumental in 

causing increased imports if components from overseas form a high 

proportion of the product. In the long run., the effect on imports 

may be even more substantial. Foreign firms may 
, 

enter a statey 

overwhelm the competition and then retreat overseas once againg 

thus bringing about greatly increased imports over the long term. 

Some would argue that the short term benefits from such activity 

are at least worthwhile pursuing in preference, to the almost 

traditional collapsing of British industry under pressure from 

manufacturers abroad which at no stage involves any direct in- 

vestment and thus possible benefits accruing to Britain. Contrary 

to the views of-the doomwatchers direct investment may bring 

benefits to the balance of payments via import substitution 

effects and the export orientation. of inward investors. Such 

benefits would serve to provide some explanation of a favourable 

view towards inward investmentv 

PROPOSITION 6 Foreign firms improve the balance of payments 
position. 

A third area where there is often controversy is in regard 
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to the manpower policies of forele-n firms. This is a favourite 

of the polemicist keen to point out the exploitation of workers 
by companies operating outside their home state. Boweverp in an 

advanced western state such as Britainy legal restrictions and 

the desire by firms to provide themselves with an amenable 

operational environment would make it seem likely that foreign 

firms would adopt the stance suggested in Proposition 7- 

PROPOSLTIýý]N_7 Foreign firms in Britain will fall"in line with 
the prevailing system of labour practices and trade union 
recognition. 
(iii) SALIENCY OF ISSUES AND ATTITUDES 

The three propositions in this section cover the overall 

attitude to foreign investmentl the effects of a favourable 

stance in a competitive environmentv and policy translation 

from policy as an intention to its implementation. 

Clearly, if the dettimental aspects of inward investment 

are seen as salient they may reach the policy agenda. In Britain 

this has not occurred as girding appearsvirtually non-existent. 

It is worth stating the, 'relationship between attitudes and policy 

in a proposition; 

PROPOSITION 8 If the activities of foreign invest6rs in Britain 
are seen to be detrimental then the desire for the contrQl of their 
activities will be given a high priority* 

Judging by Britain's apparent lack of coýtrols on foreign in- 

vestment and the desire to encourage it, it may be presumed that 

Britain will make conscious efforts to obtain foreign. investors 

and, the benefits they may bring. In this case Britain will join 

Pther states in-chasing the relatively scarce prize of foreign 

companies desiring to move overseas. In a competitive environ- 

ment the offering-of inducements becomes likely. The same may be 

true on an intra-state level as various localities seek to reap 

the benefits accruing from an inward investor. Given the likeli- 

hood of competition it would seem lihely that the mobile firm 

would seek to exploit'its sought-after status. Hence, Proposition 

9 is offered as one upon which it would be helpful to throw some 

light via the ascertaining of the views of those involved in 

dealing with inivard investors. 

PROPOSITION-9 Foreign firms will play governments or other bodies 
off one against another in order to gain more favourable deals. 

40 



Taken one step further such competition is likely to become 

active when it is felt that the results are of benefit. Hence 

Proposition 10 would seem likely. 

PROPOSITION 10. Inward investment will be actively encouraCed 
in Britain. 
(iv) THE ATTRACTION OF FOREIGN INVESTMENT 

This group of propositions considers policy implementation. 

If the policy is an intention to encourage foreign investment by 

active means we may go on to make some propositions regarding 

the actors involved. As a unitary state the British government 

may establish the organisational system and processes which are 

considered most suitable to obtaining foreign investment. In 

these matters the use of organisations which deal with, 'the 

implementation of general industrial policy would be likely to 

be invoked. Organisations given the remit of. developing the 

economy of a given spatial area may see benefits stemming from 

getting foreign firms to establish in their area, and the likeliý- 

hood that organisations would enter into attracting foreign firms 

would seem enhanced by -the reasons given in Proposition 11. 

PROPOSITION 11 Development organisations may actively engage 
in attracting foreign firmsp andq the likelihood to do so is 

enhanced if: 

(a) they are not restrained from doing so by central 
bodies 

(b) central or other development boe-ies covering or 
representing a larger spatial area than themselves 

are-not perceived as representing the interestsof 
the organisation-concerned 

(c) the needs for investment in the area are high 

If development organisations enter into attracting foreign 

investment then competition may occur and, as well as Cive 

scope for playing bodies off one against the other (Proposition 

9)this may lead to unnecessary duplication of effort and may be 

detrimental in overall terms by virtue of the inadequacy of 

agencies, and by putting firms off. The competition may on the 

other handp be beneficial in that more firms are attracted than 

otherwise may be. 'We can thus offer two final propositions. 

PROPOSITION 12 If many organisations are involved in attracting 
foreign investment any resultant competition may lead to more 
foreign investment than there otherwise would be and hence be 
beneficial. 
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PROPOSITIO" 13 The duplication of activities in attracting 
foreign investment ma, ý be wasteful and off-putting to firms 
and hence be detrimental. 

The initial propositions provide a benchmark for reference 

as the study unfolds. The whole of the opening chapter in fact 

provides a general framework into which the rest of the thesis 

fits. The wider perspective based on the study of foreign in- 

vestment within the subject area of international relations and 

on the specific problems of host states provide the necessary 
backdrop for analysis. To some extent this can be said to be 

the role of the next chapter which is designed to collect to- 

gether basic data on the contribution of foreign investment to 

Great Britain. 
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CHAPTER 2. TIM SCOPE AND DISTRIBUTION OF FOREIGN 

-- INVESTMENT IN GREAT BRITAIN 
., 

This chapter'is a necessary-and valuable element of the 
thesis in that it collects togethers interprets and constructs 
evidence on the contribution of foreign investment in Great 
Britain. Although the total dimensions of foreign investment 

cannot be gathered together statistically the chapter makes a 
significant contribution to setting out the overall contribution 
of foreign firms. Many of the tables provide a useful reference 
for the comparison of attitudes on foreign investment and for 

analysing'issues as considered later in the study. 
Tables are used liberally in order to depict trends and 

demonstrate the general value and contribution particularly in 

employmentp spatial and economic terms. The observations made 
concentrate upon the tables (which are collected together at 
the end of the chapter) drawing attention to pertinent points. 
This approach to interpretation facilitates reference back and 

prevents confusion of statistical and other findings. Normative 

comments are also resisted at this juncture and are reserved for 

later consideration. 
Unfortunatelyq the necessary data for delineating the scope 

and distribution of foreign investment is far from idealp hence 

judgements made upon the basis of them canriot be conclusive. 
Howeverp in the spirit of the Dunkirk rescue when use was made 

of what vessels were availabley rather than waiting for the most 

suitable vessels, the available statistics have been used to pre- 

sent an outline of the impact of foreign investment on Britain in 

recent years. The most recent statistics available have been 

employed org when deemed necessary, trends havebeen examined from 
1964 onwards. One problem encountered is that most statistics 
are for the United Kingdom as a whole, whilst the study focuses 

solely on Great Britain. Hopefullyp the inclusion of Northern 
Ireland is not too distortive to the statistics. 
2.0,,. Inward Investment: general value and contribution to Britain 

Fortunatelyp the overall volume of foreign direct investment 
has been adequately documented in statistical terms. Inward', 
investment in the United Kingdom is shown to have increased 

I 
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considerably in the post-war yearso the principal source of this 
investment being from the United States. As Table 2.1 showsp in 
1962 64Y, of all foreign investment in Britain'in terms of book 

values had emanated from the United States. This figure had 
fallen to 56% by 19749 as investment from European countries 
and some other developed statest principally Commonwealth ones, 
increased at a greater rate than that from the United States 
(See Tables 2.2. and 2-3)'. 

Before continuing with the discussion of statistical evi- 
dence, some explanation of the trends relating to country of 

origin would be helpful. 

American investment has largely been concerned with gaining 

access to markets. With the acute dollar shortage that lasted 

until the mid 1950's Europe was unable to import many American 

products so this placed a premium on setting up a European 

manufacturing facility. Coupled to this the prospect of a 
"United States of Europe" meant that a potential market could be 

missed if tariff barriers became the order of the day. Further- 

more, and on a more business-like levelq Europe's lower wage costs 

and advanced technological expertise created an attraction for 

setting up operations. Britain was a natural magnet for this 

American investment in that she possessed a sizeable marketp 

Commonwealth and European ties and both cultural and linguistic 

affinity. Howeverg United States investment in Britain began to 

slowq not least because Britain fell from being the most 
important national market in Europe and also failed to join the 

most important European market of the E. E. C.. until rather late 
in the day. Britain is"not solely to blame for the slowdown 
which can also be placed at the door of a declining dollar and 
higher unemployment in the United States which has led to a stay 
at home mentality. 

Much of the slow down in investment from the United States 
has been counterbalanced by increased inward investment from 

other states, Firms in Commonwealth countries have exploited 
traditional links and gained access to E. E. Co markets by establish- 
ing or expanding in Britain, wi-hilst many-BuroPean companies have 
been attracted by lower-cost op&rations and a sizeable 
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national market. It has quite often been the case that Euro- 

pean and some O. P. E. C. states have concentrated on portfolio 
investment induced by favourable exchange-rates. In absolute 
terms investment from other parts of the world continue as a 
mere tricklep although Japanese firms investing in Britain 

have recently been regarded as a growth sector that has yet to 

reveal itself in the statistics on inward investment. 

On the obverse side-of the coin Britain remains a net 
creditor with regard to direct investment. Britain has the 

second largest amount of overseas investment by book valuep 
second only to that of the United States. Inward investment in 
Britain is worth only two thirds the value of outward invest- 

ment. (See Table 2-4). Concentration of the outward invest- 

ment is in former colonies although in percentage terms in 

recent years the major growth has been in 'Nestern Europe. In 
1968 Western Europe accounted for 14yo of the total book value 
of U. K. overseas direct investment. This had doubled by 1974. 
Outward investment seems likely to increase further in both 

in Europe and elsewhere with the Thatcher government's 

abolition of Exchange Controls. 

Table 2.5 depicts the consistently larger amounts of out- 

ward investment than-of inward investment over the last fifteen 

years. During this periodg 1964 - 78, a common cry from the 

left and the often in power Labour Governmentq was for the 

restriction of outward investment, as it results in loss of 
indigenous investment thus losing jobs and exports whilst 
increasing imports. On the positive side, however, overseas 
investment is seen as allowing capital to follow profitability 

creating considerable earnings (see Table 2.6)9 and forging 

trading links, amongst other things. 

Returning to inward investmentv what, theng has been. the 

change in the contribution of foreign investment in recent 

years? Comparing the 1963 Census of Production to the most 

recently available figures (1975) Table 2-7 shoxs a considerable 
increase in the contribution of foreign companies to the U. K. 

economy. Although the number of foreign enterprises and 

establishments remain relatively low at 1.2% and 2.1% of the 

respective totals in 1975, compared to 0.8% and 1*3% in 1963, 
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the scale of operations of foreign enterprises is often large 

and consequently the contribution to employment and national 

output is significant both now and in 1963. With foreign firms 

providing 13. C% of employment in private sector manufacturing. and 
16.6% of the net output in the U. K. in 1975 the contribution of 

foreign companies can begin to be seen in a perspective which is 

otherwise disguised if the figures for enterprises and establish- 

ments are considered in isolation. In keeping with the high 

level of contribution in terms of employment and output, high 

capital expenditure is also a feature of foreign firms operating 

in Britain. This amounted to 13. lYo of all capital expenditure 

in manufacturing industries in 1963 and 1902% in 1975. Higher 

capital expenditure is also reflected in a considerably higher 

net output per head in the manufacturing sector (U. K. 1963 n. a., 

1975 C4,973 in all enterprises compared to C69350 in foreign 

enterprises). 
In aggregate, theng foreign companies can be seen to make 

a not inconsiderable contribution to the British economy. We 

can now move-on to consider the types of affiliate concerned and 

foreign involvement by industrial sector. 

In numerical terms Table 2.8 shows that by far the majority 

of affiliates in Britain are subsidiaries (84%)p that isp 84% of 

affiliates are companies incorporated in the U. K. and broadly 

speakingg with more than 5C% overseas ownership. Only the North 

Americans and the Japanese tend to be involved in running branch- 

es where, by definitiong foreign ownership is *100%. Associates 

that isp those with less than 50No overseas ownership often 

indicate joint ownershipp hence the considerable number of intra 

E. E. C. associates, the E. E. C. having both encouraged and 

facilitated such practice. The formation of associate companies 

has been seen as enabling the gaining of a foothold without 

complete commitment. The Japanese tend to either trade gingerly 

in this manner or they tend to the other extreme of translocating 

operations maintaining 100% ownership. 

Disaggregating figures by industry reveals a concentration 

of foreign investments in particular industrial sectors. High- 

est investment in terms of value is to be found in chemical and 

allied industries, mechanical: engineering and distribution 
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sectors where in each case there is in excess of l(r% of the 

total value accounted for by foreign investment (see Table 2.9). 

). lost foreign investment, then, is qoncentrated in the more 
dynamic or higher technology sectors. Investment in manufactur- 
ing textilesq leather and clothingg or shipping for instance,, Js 

very low. The distribution sector can be excluded from the high 

technology categorisationg yet of the sectors with high levels of 

foreign investment distribution has shown most growth in the last 

few years, a trend which may have resulted from more efficient 

marketing of imported goods at the expense of the establishment 
of manufacturing facilities in Britain. In general the grorth 

of foreign investment in distribution has'come from the E. E. C. in 

recent years butt as in other sectorsp North American investment 

still accounts for the highest proportion of the totals (see 

Table 2.10). E. E. C. investment in Britain, although increasing, 

remains surprisingly low and has only juýt begun to out-strip 

that originating from E. F. T. A. countries, and even in some major 

sectorsq for example mechanical engineeringt investment from 

European Community states is less than half the amount of 

E. F. T. A. sourced investment in the sector. 

Many sectors are dominated by foreign companies; motor 

vehicles (Ford, General Motors and Talbot), electronics (I. B. M., 

Philipsq Honeywell, Texas Instruments)v pharmaceuticals (CIBA, 

Brown and Polson, Geigy) and office machinery (I. B. M. 9 Imperial, 

Olivetti). Dunning constructed a list of the approximate 

foreign owned share of total production of various goods for 

1966 (see Table 2.11) and with the increase in foreign invest- 

ment it can be presumed that this can only have expanded since 

then. The listing indicates a concentration in high value 

products and re-emphasises the importance of foreign investment 

in high technology sectors. As the Steuer Report put it, 

"Clearly, foreign investment has flowed into the newer expanding 

industries and for this reason alone its importance in the 

economy is likely to continue to grow'.. (1). 

2.1 Inward Investment: employment contribution 

Having looked at the role of foreign investment in terms of 

value perhaps we can move on to examine the contribution of 

foreign investment to employm6nt 
(Table 2.12), which is perhaps 
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a more meaningful measure of contribution in political terms. 
In 3.963.689/6 of total employment in foreign industries was 

concentrated in four sectors; chemicals and allied industries, 

mechanical engineeringg instrument and electrical engineering and 
shipbuilding and vehicles. By 1975 the picture was barely 

differenty with 66%, being concentrated-in the same sectors. 
Howeverp the 1975 figures, unlike the 1963 figuresp separate 
instrument and electrical engineering revealing that instrument 

engineering accounts for only 4-49/o of the total employment in 
foreign manufacturing industry so the concentration can perhaps 
be said to be in three sectors. Another point to note is that 

although shipbuilding and vehicles account for approximately 
twenty per cent of the total employment in foreign firms this is 
largely accounted for by the vehicles sector. 

To assess the concentration of employment in comparison with 

employment in all U. K. manufacturing industries a concentration 

quotient may be employed. This is based upon the null hypothesis 

that if foreign investment followed the same patterns as all 
investment then the concentration quotient would be 1.00. Below 

this and employment derived from foreign firms is relatively low 

and above this it is relatively high. The picture now changes 

and the four sectors identified above as possessing high foreign 

investment in relation to total foreign investment do not 

necessarily correspond with the concentrations of employment as 
identified by using the quotient. The measure may omit 

important contributions in that it deals with 6mployment only 

when factors such as capital intensity may be importantv con- 

sequently these are dealt with later. 

The contribution to employment by foreign firms relative to 

private sector firms is high in five sectors; coal and 

petroleum products (mainly the latter)v chemical and allied 
industries, instrument engineering, and shipbuilding and 

vehicles (mainly vehicles). The most marked increase between 

1963 and 1975 was in coal and petroleum productsp this being 

partly related to the spin off from North Sea activities. 

Change in concentration has not been so marked in other 

sectors, but less than expected increases can be put down to 

increased capital intensity in foreign firms compared to in- 
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digenous firms. Ileverthelessg the importance of foreign firms in 

newert expanding industries as noted by Steuer Report appears to 

have been supported. In the olderg declining industries, 
basically within SIC XIII to XVIII9 both the low concentration 

quotients and the-lower. absolute totals support this. 

Just as foreign investment generated employment growth by 

industrial sector has not increased uniformly so this has been 

the case in terms of nationality of enterprise. In total the 

Percentage increase in number of foreign enterprises (see Table 

2.2) has out-paced the percentage increase in employment 

resulting from foreign investment in the period 1963 to 1975 
(see Table 2.13). (As an exception Australian and Irish firms 

have produced percentage increases in employment of. -four times 

the amount they have in enterprises). Employment increases have 

also been quite large in relation to the increase in the number 

of enterprises in Germang Danish and Canadian firms between 1963 

and 1975. During the same period the percentage increases in 

employment is held down by the lower labour intensity in new 

Frenchp Dutcht Swedishl Swiss and, in particularp American 

operations. 

Again considering employment as a yardstick, how involved 

are foreign enterprises in big business in Britain? Table 2.7 

showed'that the foreign sector accounted for 1.2% of all manu- 

facturing enterprises in Britain and for 2.1% of establishments 

yet succeeded in generating 13Yu of employment. Thus these 

enterprises would appear to tend towards the l'argerin size. 

This is reflected in that thirteen of the hundred largest enter- 

prisesq based on employmentg are foreign (Table 2.14). 

In both the sample of the hundred largest firms and in 

r elation to all firms (Tables 2.14 and 2-7) the number of 

establishments of foreign firms is low at 6.0% and 2.1% respect- 

ively. Coupled with the high employment generated by a small 

number of establishments this would indicate that the location 

of much foreign investment could have strong local impact and 

be of considerable importance in regional terms and thus to 

Regional -. Fblicy. 

2.2 Spatial Distribution of Foreign Investment, 

Attention can now be turned towards examining the spatial 
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impact and distribution of foreign investment in its reGional and 
local contexts. Onceagain using employment as a measure of con- 
centration, Table 2.15 shows foreign investment to be concentrat- 
ed spatially. This concentration is highest in four Standard 

Regions; East Anglia (concentration quotient 1.54)t the South 
East (1-48) and, to a lesser extent Scotland-(1.26) and Wales 
(1.21). Howevert on an Assisted Area basis (2) concentrations 

vary considerably from this. In Scotland the picture is as to 

b'6 expected if steering of incoming firms and Regional Policy 

has been effectivep hence the highest concentrations of foreign 

firms are in areas receiving the most assistance (1-50) and the 

lowest concentrations are in areas receiving the least (1.00). 

In England the picture is different: employment in foreign 

firms is likewise concentrated in the areas receiving highest 

assistancep the Special Development Areast (1.12) though-this 

concentration is barely different than that in areas that are 

non-Assisted (1.10) under the auspices of'Regional Policy. In 

the Assisted Areas of England an interesting finding is that 

employment resulting from foreien firms is more concentrated in 

the Intermediate Areas (0.67) than Development Areas (0-55), 

though it must be re-emphasised that much higher concentrations 

of employment generated by foreign firms are found in the 

Special Development Areas (1.12)t and particularly in the North 

Test areas of Merseyside and the Wirral (1-42). In general thent 

employment resulting from foreign investment in England is most 

concentrated in the South East (1-48) and East Anglia (1-54), 

and in other regions to a lesser extent; the North West (0-95)p 

North (0-74), South West and West Midlands (both 0.61),: Yorkshire 

and Humberside (0-57)'and the East Midlands (0-47)- 

In 'rales employment in foreign firms is high (1.21). A 

greater concentration is found in Special (1-30) &S opposed to 

Development (1-15) Areas, but the highest concentrations are 

found in the Intermediate Areas (1-37). 

Unfortunately, a lack of published statistics on a County, 

District or lower level regarding the distribution of foreign 

firms, means that the evidence based upon the regions is as far 

as we can go in terms of making observations about the spatial 

dis. tribution of foreign firms without having to invoke the 
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Dunkirk spirit of making use of what is to hand from which to 

derive evidence. 

To obtain data on foreign firms in Counties and Districts 

use has to be made of information available from the various - 

regional agencies that have the remit of attracting investment. 

This means that in the non-Assisted Areas such information is not 

available. The Department of Industry's Invest in Britain 

Bureau with the assigned task of attracting inward investment 

does not publish such information placing reliance on the 

regional agencies to do so. The problem is not too traumatic in 

terms of this study in that attention is focused'on-five' 

Standard Regions to allow more depth in the study within the 

confines of temporal and financial parameters. Four assisted 

. regionst Scotland, Iffalesq the North and the North West were 

compared along with the South East region. This meant that at 

least in the four r. egions receiving regional assistance some 

listings of foreign firms were obtainable, although only in 

terms of the number of foreign establishments as opposed to the 

more preferable terms of employment generated. One drawback 

with the lists available is that none are directly comparable 

as they were drawn up at different dates and the criteria for 

inclusion on the list also differs. The main purpose, however, 

in each casev appears to be to indicate to the interested in- 

vestor the extent of existing foreign investment in the region, 

the country of origin of that investmentq the activity being 

followed in establishments of foreign enterprises and that 

location of the establishments usually by town. 

For each region tables have been derived from the listings 

produced by the regional agencies to show the general pattern 

of foreign investment in the region. Nationality and location 

of foreign establishments are giveng where possiblep on County 

and District bases. A problem commonly encountered in all the 

tables derived was that of assigning location of foreign 

establishments in terms of local government areas when the raw 

data gave either only the name of a townt or of the now defunct 

Local Authority boundaries. Although derivation was as rigorous 

as possible slight inaccuracies could have crept into the change 

from raw data to the tables presented herein. Further 
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difficulties are referred to in the source notes of the tables 
(Tables 2.16 - 2.19). 

Beginning with Scotland, Table 2.16 shows that three 
quarters of the foreign establishments in Scotland, and located 
there since 1945 are American in origin. The rest are largely 
European in originp eight (5%). being Dutch and seven (5yo) 

Scandinavian. Eight 0%) establishments are given as Canadian. 
Over half the establishments of foreign enterprises are in 
Strathclyde Region. This is as one would expect in that half of 
Scotland's population and the majority of its industry is con- 
centrated in this regiong a major part of which has Special 

Development Area status. Obversely it is also not unexpected 
that the more peripheral parts of Scotland possess Very little 
foreign direct investment. Of all foreign establishments, near- 
ly a quarter are to be found in the, fiveNew Townsv even though 

these towns account for less than five per cent of the total 

population in Scotland. Theonly other local areas with any 

significant concentrations are to be found in two Districts 

central to Special Development Areasp Dundee District (8 foreign 

establishments? 5% of the total) and the City of Glasgow 

District (139 8%)- 

In 'gales (see Table 2-17) nearly 70% of foreign affiliates 

are American, most of the rest being European (in the main 
German - see source notes to Table 2.17). The majority of 
foreign establishments are to be found in five Counties: 

Clywd County (19 in number, 1294 of the total), Gwent County 
(339 21%), Mid Glamorgan (419 26%), West Glamorgan (211 13%) 

and Dyfed (20,13%). 'We can briefly look at these and other 

Counties in turn. Pirsto Clywd, and particularly the Wrexham 

area appears to be attractive as a result of close proximity to 

Merseyside and Development Area status. However, ' Intermediate 

Assisted Area status appears not to have been detrimerttal to 

Gwent as a magnet for foreign firms. The lNew Town of C%inbran in 

Gwent has assisted in this process but to nothing like the 

degree to which this has been the case with the Scottish New 

Towns. Concentrations of foreign establishmcnts are to be 

found in the Special Development Areas covering the three 

Counties of Glamorgan but this is equally the case in a number 
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of Development Areas in South Wales, such as at Cardiff, 

Bridgend and Sransea. The Special Development Area of North West 

Nales also contains a number of foreign establishments. Finallyq 

the foreign firms in Dyfed are largely concentrated in Llanelli% 

and 1.1, ilford Haveng the latter largely achieving this as a result 

of the deep water port, and refinery facilities. 

American firms are also dominant in number in terms of 

establishments in the Northern Region of England (Table 2.18). 

Over 60016 of establishments listed are Americang whilst seventeen 
(1191G) are Norwegian or Swedish and seven (5%) are Dutch. The 

M, etropolitan County of Tyne and Wear contains 379/o (55) of the 

foreign establishments in the r. egionq although, rather surprising- 

ly only three (2yo) of these are in the central city of the regiont 

Newcastle. Cleveland hosts twenty foreign establishments that 

are in the main involved in heavy industry and chemicals. Thirty- 

six (2, V16) of overseas owned establishments are present in Durham 

Countyp although twenty-two (14%) of these are in New Towns of 

Aycliffe and Peterlee. Twelve (8ý'o) of the 23 (16%) foreign 

establishments in Northumberland are to be found in the "aborted" 

New Town of Cramlingtone Washingtown New Town in Tyne and Wear 

has also attracted fifteen (10/1'o') of the foreign firms in the 

Northern Region, andp taken togetherg the three New Towns plus 

Cramlington contain 49 or a third of the total of foreign 

establishments in the Region. 

Cumbria is interesting in that it is part of the Northern 

Standard Regiono butt. as a County it has demonstrated some 

ambivalence as to its regional niche. Hencep figures for foreign 

firms present in Cumbria are given both by the North of England 

Development Council (14EDC) and by the North West Industrial 

Development Association (NORWIDA) as both bodies have had recent 

experience in representing Cumbria in terms of industrial 

development (see Tables 2.18 and 2.19). The fact that the 

Cumbria sections differ in both tables demonstrates the incompara- 

bility of the derived tables for foreign establishments by County 

and District. Howeverp it, is only in the case of data derived 

from NORIUDA's publication that there appears to be any consider- 

able differenceg the other three regions'-figures being approximate- 

ly comparable. The list for NORWIDA is much larger than those in 
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the other regions appearing to include all operations including 

those in distributive and service sectors. Returning to Cumbria 

as the comparative example we see. that VORWIDA lists twenty-four 

establishments as opposed to only fourteen according to 

the NEDC list. The disparity is even greater than this in that 

NORIVIDA records an extra Danish establishment, fi*e more American, - 

five Dutch and an Italian establishment over and above 

tbe. KEDC list which records two more Swiss establishments than 

NOXIVIDA. 

In all NORINIDA record 795 foreign establishments in the 

North Iffest Standard Regiong excluding Cumbriag (see Table 2.19). 

Just under half the establishments are American affiliates and 

14% are Dutch - largely reflecting the activities of. -Unilever 

and Royal Dutch Shell. In percentage terms other countries are 

represented to a similar extent as in other regionsq the high- 

est ýrepresentation being German at 8ý6 of'the'total. The Iargest 

c. ollection of foreign establishments in the North Wests 44% 

(349), are in Greater Manchester County which in itself contains 

over forty per cent of the r. egion's total population. In terms 

of establishments per head Cheshire is the only other County 

over-represented with 14% of the r. egion's total population and 

17Y, of the foreign establishments. The New Towns of Warrington 

and Runcorn have some bearing on this in that they have attract- 

ed 53 of the 147 foreign establishments in the County. For 

comparison Merseyside possesses 23916 of. the region's population 

and 18% of foreign establishmentst (Skelmersdale New Town 

attracting 19 of the 143 foreign establishments in Merseyside)p 

Lancashire 20/Do and 13% and High Peak 1.20% and 0.75Yo. 

In the North 'Nest Region Merseyside and some of horthern 

Cheshire have Special Development Area statusp the rest being 

Intermediate. Table 2.15 shows that foreign enterprises are 

more concentrated in the Special Development Areas when com- 

paring numbers employed in foreign firms and those employed in 

all firmsp yet on the measure of population to establishments 

Merseyside is relatively poorly endowed. This serves to 

indicate that measures taken in isolation can be misleading. In 

this casev Merseyside can be seen to be much more dependent for 

jobs on aýrelatively small number of establishments. Consequent- 
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ly, the impact of a withdrawal of a foreign establishment could 
be traumatic in local terms. Thusq figures displaying the 

location of establishments are not as Useful as would be figures 

indicating numbers employed at each establishment. 

. 2-3. The Economic I. mpact of Foreign Firms Compared to All Firms 

The overall numerical and monetary value dimensions of 

foreign investment have been statistically documentedt and an 

attempt has been made at demonstrating the spatial distribution 

of foreign firms. Now we can complete the examination of the 

scope and distribution of foreign investment by considering the 

economic effects of foreign firmsy in the main by comparing their 

importance in relation to all U. K. firms. The-follbi7ing will. have to 

be considered in turn; wages, industrial disputest output and 

exports, capital expenditureq profits and taxation. 

On the wages front foreign firms consistently pay higher 

wages on a comparison'by se ctor when compared to all firms (see 

Table 2.20)9 except in two cases SIC Vj Chemical and allied 

industriest and operatives in SIC XVIt Bricksp pottery, glass, 

cement etc. Unfortunately measuring against all industries is 

misleading as so many small, often less-well-paid firms will 

distort the average, and as we have seeng the foreign firm tends 

towards the medium to large scale. The most valid comparison 

would be with firms of a similar scale but such is not available. 

In the one sector where foreign firms actually_pay lessp chemical 

and allied industries, there may even be grounds for comparability 

in scale of operation and this would then contradict any con- 

tention that foreign firms pay higher wages as may be concluded 

from the given statistics. A further unknown variable is whether 

the nationality of origin of the enterprise would have any bearing 

on wage levels. With very little variability inpay rates, as 

race levels are often arrived at on a national basis, the scope 

for offering higher rages may be reduced unless extra re- 

muneration is made possible by productivity deals or in compepsa- 

tion for acceptance of company conditions such as non-unionisation 

and so, although the statistics given. -do. 
indicAte'that higher 

wages are being paid by foreign firms definite conclusions cannot 

be made. 

Labour relations as indicated by industrial disputes appear 
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to be better in foreign owned firms than in domestic firms 

according to Steuer and Cennard (see Table 2.21). Basing 

their findings on 1963 and 1968. they sýow that the ratio of 
foreign to total stoppages in terms of number of stoppages'l 

workers involvedg and working clays lost were lower in 

foreign than in domestic owned firmsp with the exception of 1968 

after the removal of the engineer's one day strike. For pur- 

poses of this study more 'recent figures have not been produced 

mainly because it is felt that the time needed to compile them 

would be disproportionate to the findings that would almost 

certainly indicate a better record in foreign firms. 

Output per head is higher in foreign firms than in all 
firms (Table 2.22) excippt in the case of SIC XVIt Bricksp 

pottery, glassp cement etc., which incidentally only involves 
2.1% of all foreign investment at a ccncentration quotient 
of 0.60 when compared to all firms' With high net output per 
head generally indicated it is not startling to find that 

twenty-two foreign enterprises are among the hundred largest 

enterprises in the U. K., ranked in terms of size of net output 
(Table 2.23)- Furthermorev in terms'of total sales and work 
done twenty-seven foreign firms are amongst the top hundred 

enterprises based on this factor (Table 2.24)- 
Foreign enterprises have provided approximately just over 

a quarter of all exports from the United Kingdom (Table 2.25) in 

recent years; a contribution worth 95541m- in 1976 and far 

larger than that to be expected from such a rýlatively small 

number (taken on any measure) of foreign firms. Thust a sub- 

stantial contribution'to exports is made by foreign firms, 

thoughq this may be partially offset by imports as indicated by 

the large amount of exports being directed to related concerns. 
In 1976 exports to rplated concerns, at E2625M. - accounted for 

half the total exports made by foreign controlled enterprises. 
Capital expenditure by foreign firms is, in general, high 

in comparison to all firms (Table 2.26). In recent years 

approximately sixteen per cent of all capital expenditure made 
in manufacturing industries in the U. K. has been made by foreign 

firms. In particular, industries. 
, capital expenditure by foreign 

enterprises has been very highy namely in petroleumv chemicals 
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and the various types of engineering. Once again, foreian in- 

vestment can be seen to be concentrating in the higher 

technology growth sectors. 

Finally, foreign investors have tended to achieve higher. 

rates of return on their investmentsin the U. K. than have U. K. 

quoted companies (see Table 2.27). This has been the case in 

every year during the period 1964 - 74 except in 1969. It is 

interesting to note also that E. E. C. direct investments achieve 

less than half the rates of return achieved by their American 

counterparts. E. E. C. direct investors have, furthermorej only 

begun to achieve rates of return higher than those of U. K. 

quoted companies since 1972. 

A consideration of rates of return on direct in, ýestment 

completes the examination of the scope and distribution of 

foreign investment. Tables have been presentedp and explanations 

and interpretations have been made as far as possible Dn the 

basis of these figures. As with the propositions made earlierp 

this approach will facilitate later reference. Initial 

propositions are not discussed here because they refer mainly to 

attitudes and opinions and even where it could have been expected 

that light could be thrown on a particular proposition, for 

examplet proposition 6, stating that foreign firms improve a 

stateb balance of payments position, statistical evidence on 

imports was unavailable and so conclusions cannot be reached with 

c ertainty_- 

M. D. Steuer et. ale The Impact of Foreign Direct Investment 
in the U. K., H. M. S. O., 19739 p 192. 

(2) Assisted Areas as at I Januaryq 1975- 
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TABLE 2*1 Inward Investment: Book value of direct investments 
by country and area, -1962 -_7A. 

E million 

1962' 1968 1974 

WESTERN EUROPE 298.8 594.3 1050-5 

E. E. C. 133.7 278.2 1,084.2 
Belgium and Luxembourg 8.9 14-7 209-7 
Denmark 64-4 
France 31-5 51.0 162.8 
German Federal Republic 5-7 26.6 168.2 
Irish Republic 27.7 
Italy - 13-8 17-7 114.4 
Netherlands 73-8 : L68.2 337.1 

E. F. T. A. 158.6 309.6 751-7 
Denmark 7.4 13-1 
Finland 3.5 10,2 53-5 
Norway 0.9 2.5 33.4 
Sweden . 24.0 59-7 165.7 
Switzerland 122-5 221.6 493.8 
E. F. T. A. nes 0.3 2-5 5-3 

OTHER WESTERN EUROPE 6.5 6-5 14.6 
Irish Republic 2-3 1.2 
Spain go 0 11.8 
Other Western Europe nes 06 2-7 

NORTH AMERICA 19085-7 29054.8 49086-3 
Canada 169*2 232.0 422.3 
U. S. A. 916.5 lt822.8 3,664.0 

OTHER DEVELOPED COUNTRIES 32-7 48.6 302,9 
Australia 8.5 6. o 59.6 
Japan -4.0 1-7 -18.5 
New Zealand 1.5 4.1 11.4 
South Africa 26-7 36.8 250-3- 

REST OF THE WORLD 12.5 30.3 345-7 

WORLD 19429-7 2t728.0 6t585.3 

Source: Trade and Industry 25 Februaryt 1977- 
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TABLE 2.2 Number and percentage increase in foreign enter- 
prises: analysis by nationality of enterpriset 
1963_and 1975, United Kin&dom private sector 
enterprises in manufacturing. 

Nationality of enterprises Enterprises, Number 9 increase 
1963 !M 1963 - 1975 

France 19 49 158 

Germany, Federal Republic 5 53 960 

Netherlands 17 43 147 

Denmark 5 14 180 

Irish Republic 6 15 220 

Australia 4 20 400 

Canada 19 38 153 

Sweden 14 37 164 

Switzerland 27 50 85 

U. S. A. 369 665 73 

ALL 502 19030 105 

Source: Census of Production, 1963 and 
M4 Business Monitors 
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TABLE 2-3 Number*and percentage increase in establishnents 
of foreign enterprises: analysis by nationality 
of enterprise, 1963 ad 1975, United Kingdom 
private sector enterprises in manufacturing. 

Nationality of enterprise Number of Establishments % Increase 

1263 3.975 1963 - 1975 

France 30 77 600 

Germanyp Federal Republic 5 94 1P780 

Netherlands 53 122 130 

Denmark 6 20 233 

Irish Republic 6 22 268 

Australia 11 79 618 

canada 41 133 151 

Sweden 23 57 278 

Switzerland 72 112 56 

U. S. Ae 813 lP327 63 

ALL 19098 29121 93 

Source: Census of Production, 1963 and 
IM4 Business Monitors 
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TABIE 2.4 Outward Investments: Book value of net asBets 
attributable to United Kinadom from direct ouýward 
investments by area and country year end 1974. 

L million 

WESTERN EUROPE 
E. E. C. 

Belgium and Luxembourg 
Denmark 
France 
German Federal Republic 
Irish Republic 
Italy 
Netherlands 

E. F. T. A. 

OTHER WESTERN EUROPE 

WORTH AMERICA 
Canaaa 
U. S. A. 

OTHER DEVELOPED COUNTRIES 

AFRICA 

ASIA 
miadle East 
Other Asia 

OTHER 

WORLD 

29781.1 
2,196.5 

290.2 
72.2 

459.5 
626.6 
312.1 
198.6 
237.3 

377.2 

207.4 

29214.5 
941.2 

It273.3 

29968.2 

2j154-0 

932.2 
63.8 

868.4 

484-3 

109117.8. 

/ 

Sources Trade and Industryo 25 Februaryq 1977 
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TABLE 2-5 Annual Direct Investment Flows 1964 - 78. 

E million 

Overseas direc U. K. direct investment Balance 
investment in U. K, in OverseaB private 
private sector sector 

1964 162 - 263 - 101 

1965 197 - 308 - ill 

1966 195 - 276 - 81 

1967 170 281 - 

1968 274 410 - 136 

1969 322 549 - 227 

1970 363 - 546 - 183 

1971 450 - 676 - 226 

1972 408 - 737 - 329 

1973 734 - 19621 - 887 

1974 854 - 19575 - 721 

1975 527 - 19094 - 19581 

1976 718 - 2,108 - 19390 

1977 lj257 - 19790 - 533 

19781 19373 - 2p178 805 
-- I 

Sourcel. - C. S. O. United Kingdom Balance of Payments 
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TABLE 2.6 Net direct investment and earnings 

million 

Net annual investment 

3.966 1968 1970 1972 1974 1976p 

Outward (1) 
Unremitted profits 183 277 322 465 851 19244 
Other investment 93 133 224 272 725 630 
Total 276 410 546 737 19575 lp874 

Inward (2) 
Unremitted profits 93 . 176 179 301 243 568 
Other investment 102 98 175 103 594 185 
Total 195 274 ý354 404 837 753 

Net earnings 
Outward 429 568 710 911 lt490 2, o64 
Inward 204, 329 360 552 609 lt045 

(1) Excluding oil companies. 
(2) Excluding oil companies andinsurance. 

p Provisional* 

I 

Source: Trade and Industry, 25 Februaryp 1977- 
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TABLE 2-7 Comparison of contribution-to foreipm enterprises 
to the United Kinpdom economy, 1963 and 1975, 
United Kingdom Private Sector enterprises in 
manufacturing. 

Total all 
enterprises 
U. K. ForejjM 
1263- 1963 

Fore 
as a 
of U. K. 
IL61 

Total all 
enterprises 
U. K. Foreign 
ýM im 

Foreign 
Ts771a__qý_ 
of UoK* 
i2m 

Enterprises 64,367 502 0.8 86,646 19030 1.2 
Number 

Establish- 83P774 Jp098 1.3 103P778 29121 2.1 
ments 

Number 

Employment 7,695 539 7-0 70.19 926. - 13.0 
1000 

Net Output 109470 19106 io. 6 35t4O3 5Pý79 16.6 
cm. 

Net Output 
per headf 19361 4P973 6050 
to 

Capital 
expenditure 983 129 13.1 3, oi6 579 19.2 
less dis- 
posalsv Em. 

Source: Census of Production, 1963 and 
M4 Business monitors 
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TABLE 2.8 Inward Investment: Numbers and values of direct 
inward investments by organisation, area and 
country. 

'Subsidiary 
Numbe 

Branch 
Number 

Associate 
Number 

Total 
iTu-mber 

Value 
Emillion 

WESTERN EUROPE 19167 3 219 1089 19850-5 

E. E. C. 702 .0 0a 850 19084.2 
Belgium and 
Luxembourg 58 21 79 209-7 
Denmark 48 7 55 64.4 
France 150 40 Igo 162.8 
German Federal 
Republic ' 221 41 262 168.2 
Irish Republic 53 0 57 27-7 
Italy 36 

io 46 114-4 
Netherlands 136 00 161 337.1 

E. F. T. A. 441 00 . 00 515 751-7 
Finland 14 53.5 
Norway 41 33.4 
Sweden 132 12 144 165-7 
Switzerland 256 00 00 306 493o8 
E. F. T. A. nes 0. - 00 10 5o3 

OTHER WESTERN EUROPE 24 24 14.6 
Spain 14 14 11.8 
Other Western 
Europe nes 10 - - 10 2-7 

NORTH AMERICA 19399 48 198 1,645 49086-3 
Canada 112 6 24 142 422.3 
UISOAO 19287 42 174 IP503 31664.0 

OTHER DEVELOPED 
COUNTRIES 113 14 25 152 302.9 

Australia 46 56 59.6 
Japan 31 49 -18o5 
New Zealand 10 00 13 11.4 
South Africa 26 00 00 34 250., 3 

REST OF THE WORLD 114 6 31 151 345-7 

WORLD 2,793 71 473 39337 695850 

Source: Trade and Industry-9 25 February, 1977 
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TABLE 2.9 Inward Investment: Values of dire_ct_investments 
by selected industry, 1975. 

1975 Em. of total 

Foodt drink and tobacco 559.3 8.5 

Chemicals and allied industry 739.8 11-3 

Metal manufacture 314.2 4-8 

mechanical engineering 970-5 14-7 

Electrical engineering 640-7 9-7 

motor vehicles 387-8 5.9 

Textilesp leathert clothing 81.7 1-3 

raperp printingt publishing 291.3 4-4 

Rubber 285.6 4-3 

Other manufacture 429.9 6-5 

Total manufacture MOO-7 71-4 

construction 74.2 1.0 

Transport and communication 9.9 0.2 

Shipping 102.6 1-5 

Distribution 1363-8 13-1 

Other financial institutions 219.7 3-3 

Property owning and managing 194.6 2.9 

Other activities 439-7 6.6 

Total non-manufacture 19684.6 28.6 

TOTAL 6t585.3 100.0 

Source: M4 Business monitors 
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TABIS 2.10 Inward Investment: Values of direct investments 
by selected industry and selected areas. 

E million 

Total . 
manufacture 

-Chemicals and 
allied industries 

Mechanical 
Engineering 

WESTERN EUROPE ltl 71.2 239.6 131-4 

E. E. C- 612.5 134.1, 38-3- 
Belgium and 
Luxembourg 38-1 
Denmark 23-1 
France 96.2 45.4 8.2 
German Federal 
Republic 84-0 13.2 
Irish Republic 19.0 - 
Italy 100.8 0 * Netherlands 251.2 . 24.7 ;. 6 

E. F. T. A* 555.3 105.5 93.1 
Norway 14. 'l *0 
Sweden 107.2 33.2 
Switzerland 410.8 59.9 
E. F. T. A. nos 23.3 00 

OTHER WESTERN EUROPE 3.4 - - 

NORTH ANERICA 3P420.3 458.7 831.6 
Canada 344.9 3.7 so 
U. S. A. 3,075.4 455.0 00 

OTHER DEVELOPED 
COUNTRIES 80.1 21.3 6.5 

REST OF THE WORLD 29,1 20.3 1.0 

WORLD 1 
49700.7 739-8 970.5 

continued 
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TABLE 2.10 Inward Investment: Values of direct investments 
continued. by selected industry and selected areas. 

I 
E million 

Total non- 
Manufacture Distribution Total 

WESTERN EUROPE 679-3 360-3 19850-5 

E. E. Ce 471-8 192.8 19084.2 
Belgium and 
Luxembourg 171-5 17.1 209-7 
Denmark 41-3 36-3 
France 66-5 23-9 162.8 
German Federal 
Republib 84.2 66.9 168.2 
Irish Republic 8-7 7-1 27-7 
Italy 13.6 13-3 114-4 
Netherlands 85.9 28.1 337-1 

E. F. T. Ae 196.3 159-8 751-7 
Norway 19-3 33-4 
Sweden 58.6 165-7 
Switzerland 82.9 66.6 493-8 
E. F. T. A. nes 35-5 1 00 58-8 

OTHER WESTERN 
EUROPE 11.2 7.7 14.6 

NORTH AMERICA 665-9 395.6 49086-3 
Canada 77-3 41-1 422-3 

U. S. A. 588.6 354.5 39664-0 

OTHER DEVELOPED 
COUNTRIES 222-7 44-8 302.9 

REST OF THE WORLI 311-4 63.2" 345-7 

WORLD 19884.6 863-8 6P585-3 

Source: Trade and Indusl= 25 February, 1977 
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TABLE 2.11 Foreign control of U. K. Industries 1966 

It has been possible to compile a listq from a number of 
sourcesp of the approximat6 share of the total production 
by all U. K. enterprisest of various productst accounted 
for by foreign-financed companies at the end of 1966. - In 
some cases their share of the total goods bought by U. K, 
consumers will be lessp due to the contribution of imports. 

SC% or more 
Boot and shoe machinery, carbon blackt colour films, custard 
powder and starchq sewing machinesp tinned baby foods, 
typewriters. 

60 - 79% 
Agricultural implementsp aluminium semi-manufacturera, 
breakfast cerealsp calculating machinesp cigarette. -lighterst 
domestic boilersp electric shaverep instant coffeep potato 
chipst razor blades and safety razorsp refined petroleum 
productsp soaps and detergentst spark plugs, tinned milk, 

50 - 59% 
Cake mixesp cosmetics and toilet preparations, electric 
switchest ethical proprietaries (drugs sold to National Health 
Service), frozen foodst foundation garmentsp pens and pencilst 
motor carsp pet foodsq petroleum refineryp construction equip- 
mentt refrigeratorst rubber tyresq tractorst vacuum cleaners* 

40 - 49% 
Computersp locks and keysp photographic equipmentl printing and 
typesetting machineryt watches and clocks. 

30 - 39% 
Abrasivesp commercial vehiclesp dental equipmenty floor 
polishers# elevators and escalatorsp portable electric tools, 
washing machines. 

ý 15 - 29Y6 
Greeting cardsp industrial instrumentsp materials handling 

, equipment, medical Preparationsq soft drinkeg mining machine=yp 
paperback bookst petro-chemicalsq synthetic fibrest telephones 

land teleco=unications equipment,, toilet tissues. 

Source: J. H. Dunning "Foreign Investment in the 
United Kingdom" in I. A. Litvak and 
C. J. Maule (eds. ) Foreilm, Investment: The 
Experience of Host Countries, q Praeger, 
New York, 1970p p. 247 - 8. 
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TABIE 2.12 Employme t in manufacturing industries by industrZ 
1963 and 197ý. 

Foreign % of 
Total 

1963 1975 

V. K. % of 
Total 

1963 1975 

Concentration 
0 
, uotient. 

1963 1975 
III Foodq drink, 

tobacco 7.6 8.6 9-5 10.4 0.80 0.83 
IV Coal and 

petroleum 
products 1.1 1.2 o. 6 0*5 1-83 2-40 

V Chemical and 
allied 
industries 9.0 10.2 5-0 5-4 1.80 1.89 

VI Metal 
manufacture 4.9 2.4 7.2 6.5 o. 68 0.37 

VII Mechanical 
engineering 16.5 16.1 12.8 12.4 0.99 1-30 

vin Instrument 
engineering 4.4 2ol 2.10 

IX Electrical 
21-3 llo3 ý1.88 

engineering 15.7 -10.0 lo57 

X_XI Shipbuild- 
ing and 
vehicles 20.8 19.5 12-5 12.9 1.66 1-52 

XII Metal goods 
nes 4.0 4.6 6.4 7-1 o. 63 o. 65 

XIII Textiles 2.5 7.1 0.36 

XIV Leather goods 
2.9 -16-4 ý0.18 

XV clothingg 
footwear 100 6.3 o. 16 

: ýVI Bricks 1 
potteryq 
glassy 
cjýment etc. ' 2.1 3.5 Mo 

X71I Timberg 
1-5 7.2 ý0.21 

furniture 
etc. 0-3 3.6 0.09 

XVIII Papery print- 
ing and 
publishing 2.0 5.2 7o3 7.6 0.27 o. 69 

XIX Other manu- 
facturing 
industries 6.4 6.2 2-3 4.6 1.86 1-35 

ALL MANU- 
FACTURING 
INDUSTRIES 100*0 100-0 10000 10090 - 

source: 1963 Census of Production and Business 
monitors 
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TABI9 2.13 Employment in foreign enterprises, number and 
percentage increase: analysis by nationality 
of enterprise, 1963 and 1975, United Kingdom 
private sector enterprises in manufacturinR. 

Nationality o 
enterprise 

-Employmenti thous and (1) 
1963 1975 

increase 
19_63 - 1975 

France 15.6 31-3 101 

Germanyq Federal 
Republic 1.0 13.0 1200 

Netherlands 27-7 63-0 127 

Denmark 0.5 2.5 400 

Irish Republic 0-5 4-9 880 

Australia 1.4 18.2 1200 

Canada 34.6 6o. 3 174 

Sweden 11.8 17-3 47 

Switzerland 23-7 43.2 82 

U. S*A. 46.2 658.2 62 

ALL 539-0 925-7 71 

(1) Average number employed (full and part-time) during 
the year (including working proprietors) by the 
establishment. 

j 
Source: Census of Production, 1963-and 

M4 Business I. Tonitors 
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TAKE 2.14 Analysis of the private sectors 100 largest enter- 
, prises by size of employment, U. K. enterprises in 
manufacturingg 1975-- 

Size Of employment. =Total foreign 13) 

All Of which f2jeje,. % foreign 

No. of-establishments 3,839 220 6 

Employment (1) 
thousand 2,670 309 12 

Total sales and work 
done (2) fm 369758 5,646 15 

Net output EM 149168 1#790 13 

Gross value added 
at factor cost. 
em, 12t468 19581 13 

New capital 
expenditure (3) 
EM 19294 159 12 

(1) Average number of employees (full and part-time) 
during year (including working proprietors) in 
the establishment. 

(2) Includes sales of goods merchanted or factored and 
services rendered. 

(3) New building work and requisitions legs disposals 
of land and existing building and plant and 
machinery. 

Source: Business Monitors 
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TABLE 2.15 Employment in foreign enterprises: Analysis by 
region and assisted areas, 1975. United Kingdom 
private sector enterprises in manufacturing. (1T (2) 

Standard 
Region or 
tLountry & 
Type o 
Area 

(a) 
Thousand 
Foreign 

Firms 

(b) 
Thousand 

All 
Firms 

Employment (3) 
(0) (d) 

(al-a Foreign 
of b of U. K 

(e) 
% of all 

U. K. 
industry 

M 
Concentration 

quotient 

North 

Tota 
-1 

41-9 457-1 9.2 4-5 6.1 0-74 

SDA 30.9 296.2 10.4 3-3 4.0 0.82 

DA 1100 l6o. 9 6.8 1.2 2.2 0-54 

Yorkshire 
and 

Hu7mber- 
side 
Total 51-9 727.2 7-1 5.6 9.7 0-57 

DA 12.0 0.2 
51.9 

17-1 15.6 
0-57 

IA 715-0 9.6 

East 
Midlands 

Total 34.0 580-7 5.8 3-7 7-8 0-47. 
NA 26.8 291.3 9.2 2.9 3-9 0-74 

IA 3.5 84-8 4.1 0.4 1.1 0.90 

DW 3-7 204-4 1.8 0.4 2-7 0-14 

East 
Anglia 
Total (NA) 36.8 197.2 18-7 4-0 2.6 1-54 

South 
East 

Total (NA) 347-9 19905-1 18-3 37.6 25-5 1-48 

South 
West 
Total 31-3 418.6 7.5 3.4 5.6 o. 61 

NA 24-9 354-5 6.4 2-7 4-7 0-58 

DA 29.5 0-4 
6.4 10.0 0-7 0-78 

IA 34.6 0-5 
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TABLE: 2.15 Employment in foreign enterprises: Analysis by 
continued. region and assisted areas, 

-1_975. 
United Kingdom 

private sector enterprises in manufacturing. (1) (2) 

Standard 
Region or 
Country 
Type of 
Area 

(a) 
Thousand 
Forei 

Firms 

(b) 
Thousand 

All 
Firms 

Employment (3) 
C-., -)- (d) 

(a) as % Forei 
of (b) % of U. K. 

% of al 
U. K. 

industr 

M 
Concentration 

Quotient 

West 
Midlands 

Total 77-0 
. 

19018.9 7.6 8-3 13.6 0,61 

IA 2-7 - - 0.8 - 

NA 6o-7 907-1 6-7 6.6 12.1 0-55 
D Tic 16-3 108.6 3.5.0 1.8 

. 
1-5 1.20 

North 
West 

Total 122.9 19051-3. 1107 13-3 14.1 0-95 

SDA 46.0 260.0 17.7 5.0 3-5 1-42 

IA 76.9 790-9 9-7 8-3 10.6 0-78 

England 

Total 743-7 6056.2 11.7 80-3 85-1 0-95 

NA 497-1 3,655.4 13.6 53-7 49.0 1.10 
SDA 76.9 556.0 24.5 8-3 7-4 1.12 

DA 13.6 202,8 13.8 1-5 2-7 0.55 
IA -136. o 1,628-7 8.3 14-7 21.8 0.67 

DLC 20.0 313-3 6-3 2.2 4.2 0-52 

Wales 
Total 48-5 319.2 15.2 5.2 4-3 1.21 

SDA 16.2 99.4 16.3 1-7 1.3 1.30 

DA 22.6 3.57.2 14.4 2-4 2.1 1-15 

IA 9-7 62.6 15.5 1.1 Ole 1-37 

Scotland 

Total 101.2 638-8 15-8 10.9 8.6 1.26 

SDA 63-8 341.2 18-7 6.9 4.6 1*50 

DA 1 37-5 297.4 12.6 4.0 4.0 1.00 1 
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TABIE 2-15 Employment in foreign enterprises: Analysis by 
continued. region and assisted areas, 1975. United Kingdom 

private sector enterprises in manufacturing. (1) (2) 

Standard 
Region o 
Country & 
Type of 
Area 

EmPlOYMent (3) 
(a) (b) (C) (d) 

Thousand Thousand as % Forei % of all 
Forei All Yo of U. K U. K. 

Firms F-irms industr 

(f) 
Concentration 

Quotient 

Great 
Britain 

Total 893-4 79314.3 12.2 96.5 98.0 0.99 

NA 497-1 3,655.4 13.6 53-7 49-0 1.10 
DW 20.0 313-3 6-4 2.2 4.2 0-53 
IA 145-7 1,691.3 8.6 15-7 22.7 0-70 
DA 73.7 657.6 11.2 8.0 8.8 0.91 
SDA 156.9 996.9 15-7 16.9 13-4 1.27 

Northern 
Ireland 

Total 32-3 152-7 21.2 3-5 2.0 1-75 

United 
Kingdom 925-7 7t467-0 12-4 '100-0 100.0 1.00 

KeY: XA- - Non-assisted 
SDA - Special development area 
DA - Development area 
IA - Intermediate 
DLC - Derelict land clearance 

(1) The term enterprise is used to mean one or more 
establishments under common ownership or control. 
Foreign enterprises are those controlled orýowned 
by companies incorporated overseas. 

(2) Including estimates for establishments not making 
satisfactory returnsp non-response and establish- 
ments employing less than 20 persons. 

(3) Average number employed (full and part-time during 
the year (including working proprietors) by the 
establishment. 

Source: Business Monitors. 
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TABLE 2.16 Location of foreikn firms in Scotland by nation- 
continued. ality of origin. 

(1) Glenrothes is a New Town in the Kirkealdy Districts 

(2) Livingston is a New Town in West Lothian District. 

(3) Cumbernauld District (population 549000) and Cumbernauld 
Now Town are not separated. 

Irvine is a: Yew Town in the Cunninghame District. 

(5) East Kilbride District (population 819000) and East 
Kilbride New Town (population 76,000) are not- 
separated. 

(6) Estimated Population as at 30 June, 1975 (Provisional) 
and as at March 1977 in the case of the New Towns of 
Glenrothest Livingston and Irvine. 

Four Norwegian coinpanies and three Swedish. 

(8) N. E. S. - Not Elsewhere Specified (3 - Belgium, I- Italyp 
I- Iran, 1- India). 

Source: Derived from Scottish Economic Planning 
Department/Industrial Developme*nt Department 
list of foreign firms established in Scotland 
since 1945. The list was produced 5 October 
1976. Criteria for Inclusion on list is not 
given. In that the list is Post - 1945 onlys 
a number of long established. foreign firms are 
missing. It must also be noted thatp as in 
Tables 2-17 to 2.19p a few establishments have 
since compilation ceased operation, whilst a 
number of new establishments have come into 
operation. 
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TABLE 2.17 Location of foreign_firms in Wales by nationality 
or area of origin. 

County an 
District 

POP. 
THOUSAND 

(2) 

AUSTRALIA CANADA EUROPE JAPAN U. S. A. NIGERIA TOTAý 
M 

CLWYD 

Colwyn 

Rhuddlan 

Delyn 

Alyn and 
Deeside 

Wrexham- 
Maelor 

Glyndwr 

DYFED 

Ceredigion 

Preseli 

S. Pembroke 

Carmarthen 

Llanelli 

Dinefwr 

GWENT 

Blaenau 
Gwent 

Islwyn 

375 

46 

50 

6: L 

70 

108 

39 

322 

57 

64 

38 

50 

77 

36 

440 

1 84 

66 

I Torfaen exe. 
Cwmbran) 1 44 

CWORAN (1) 

monmouth 

Newport 

46 

67 

134 

15 19 
----2-2 

1---1 

1---1 

1 10 

1 

1-1 

11 

3 

0 13 -20 

0 

7-7 
1-1 

---1 

6-3 

3 

1.1 11 0 20 0 33 

I 

9 
2-2 

6 
7 

9 

3-3 

3-2 5 
1-1 

11 
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TABLE 2-17 Location of foreign firms in Wales by nationality 
continued. or area of origin. 

County and 
District 

POP. 
THOUSAND 

(27- 

AUSTRALIA CANADA EUROPE 
OT 

JAPAN U. S. A. NIGERIA TOTAI 

G7YNEDD 224 0 0 2 0 7 1 10 

Ynys Mons 64 - - 2 - 3 - 5 

Arfon 53 - - - - 2 1 3 

Dwyfor 26 - - - - 1 - 1 
Aberconwy 50 - - - - 1 1 

Meirionnyd 31 - - - - - - 0 

MID 
GLAIMORGAN 540 2 1 10 2 26 0 41 

Ogwr 128 - - 2 1 9 - 12 

Rhondda 86 - - 3 3 
Cynon 
Valley 70 0 

Merthyr 
Tydfil 61 1 2 1 4 

Rhymney 
Valley lo6 1 2 1 7 11 

Taff-ElY go - 1 4 - 6 - 11 

POWYS 101 0 0 0 0 2 0 2 

Montgomery 44 - - - - 2 - 2 

Radnor 19 - - 0 

Brecknock 37 - - - - - - 0 

SOUTH 
GLAMORGAN 392 0 0 0 1 9 0 10 

Vale of 
Glamorgan 107 - - - - 3 - 3 

Car diff 284 1 6 1 
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TABLE 2.17 Location of foreipm firms in "Nales by nationality 
continued. or area of origin. 

County and POP. AUSTRALIA CANADA EUROPE JAPAN U. S. A. NIGERIA TOTAI 
District THOUSAND (3). 

IVEST 
GLAMORGAN 372 11 -3 0 1ý 0 21 

Swansea 191 -12- 11 - 14 

Lliw 58 1--2 3 

Neath 65 -32 3 

Afan 58 

TOTAL 

1 

2P765 

-I 

43 37 3 108 1 156 

(1) Cwmbran New Town is in Torfaen District. The population 
figures for Cwmbran are as at March 1977- 

(2) Estimated population as at 30 June$ 1975 except Cwmbran. 

(3) The map from which the table is derived unfortunately 
does not disaggregate the European firms. An earlier 
list arrived at by G. Davies and I. Thomas in 
Overseas Investment in Wales, Davies, 1976, indicates 
that approximately half the European companies are 
German. They list 129 foreign firmst only 23 of these 
being European (13 - Germang 2- French*p 1- Dutch, 
2- Swisst 3- Swedisht 2- Norwegian) at the end of 
1974. 

Source: Derived from map Firms with Overseas Associations, 
Welsh Officep 1975- 
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TABLE 2.18 Location of foreign firms in the Northern Region 
continued. of England by nationality of origin. 

Districts exclude New Towns of Washingtont Aycliffe 
Peterlee which are listed separately. 

(2) Twelve of the sixteen foreign firM8 in Blyth District 
are in the "aborted" Cramlington New Town, 

Note the discrepancy between the figures for Cumbria 
here and as listed by NORWIDA (Table 2.19). The 
discrepancy arises from the greater comprehensiveness 
of NORWIDA's list. This Table for the Northq for 
instance does not list five Unilever plants which 
NORWIDA lists as Dutch. There are also fewer 
American plants on this list than as listed by' 
NORWIDA. 

(4) Estimated population as at 30 Junev, 1975 (provisional) 
and as at March 1977 in the case of the New Towns of 
Washingtong Aycliffe and Peterlee. 

Seven Worwegian, companies and ten Swedish* 

N. E. S. - Not Elsewhere Specified (1 Belgiumv 1 Austria 
and I Finland) 

Source: Derived from International Investment in the 
Northern Region of England. tThe introduction 
to this listing purports to list manufacturing 
companies with facilities in the Region). 
NEDC. 
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TABIE 2.19 Location of foreign firms in -the North West Region 
continued. of-England by nationality of origin. 

The majority of which is Wýrringýon New Town (Population 
135,000, March 1977)- 

(2) Runcorn 18 a New Town in Halton Di8trict. 

(3) South Ribble and surr6unding districts form much of 
Central Lancashire New Town (Population 247,0009 March 
1977)- Unfortunately it is not possible to separate 
figures for this New Town. 

Skelmersdale is a New Town in West Lancashire District. 

(5) Cumbria is part of the Northern Economic Planning Region 
but is it is a member of the North West Industrial 
Development Agency (NORWIDA) figures are included here. 
The figures given for Cumbria are also given in the Table 
dealing with the Northern region. Ther6. is--some dis- 
crepancy between the two Tables resulting from the use 
of different criteria for inclusion in the list. 

Estimated population as at 30 June 1975 (Provisional) and 
as at March 1977 in the case of the New Towns of 
Warrington, Runcorn and Skelmersdale. 

Two Norwegian companies and thirty six Swedish. 

(8) N. E. S. - Not Elsewhere Specified (23 - Ireland# 
11 - Belgium, 6- Italy, 3- Finlandt 3 Liechtenstein# 
2- New Zealand, 1- Arabj 1- Polandq 1 Luxembourgt 
1- South Africa. 

Source: Derived from North West England - Centre for 
International Industry, NORWIDA Publicity 
30cument. This list is'the most comprehensive 
produced by the regional agencies for 
industrial promotion but despite this the 
introduction to the list states: "Whilst 
this list is not intended to be an exhaustive 
survey of overseas investment in North West 
Englandl it is hoped that it will present a broad 
picture of the wide range of companies and the 
many countries represented in the region". Com- 
parisons with lists derived from data produced 
by other regional agencies is made in the text. 
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TABLE 2.20 Wages and salaries paid by foreign enterprises 
compared to all private sector enterprises in 
in manufacturinf,, t_1975. 

sic Operatives 

Foreign 
per head 

All 
2thers per 

FortLF2 
head 

All 
III Foodq drinkq 

tobacco 29473 29188 39199 29896 
IV Coal and 

petroleum 
products 3,677 39326 4031 3P979 

V Chemical and 
allied 
industries 29661 29739 3t549 3t556 

VI Metal 
manufacture 2p806 29683 3t432 3039 

VII Mechanical 
Engineering 29700 29603 39160 39049 

VIII Instrument 
engineering 29217 2ol1l 3,093 29941 

IX Electrical 
engineering 2,250 2t167 3,263 3,069 

X-XI Shipbuilding 
and vehicles 3,017 29776 49358 3t466 

XII, metal goods nes 29416 2t222 2p833 29852 

XIII Textiles 2P370 lt930 39129 2,841 
XIV-XV Leather goodsp 

clothingg 
footwear 196og lt568 2P720 2,687 

XVI- Brickst pottery 
g1jisg, cement 

2t527 2P549 3,180 39078 
XVII Timbery - 

furniture etc. 2,462 2,330 2,968 2,923 
XVIII Papert printing 

and publishing 3,104 2t644 3,169 39010 
XIX other manufactur- 

ing industries 2,677 2,150 3,058 2,916 

ALL MANUFACTURINC 
INDUSTRIES 2t648 2057 3r399 3tlOl 

Source: - Business Monitors 

vk-- 
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TABLE 2.21 Aggregate comparison of industrial disputes in 
foreign and domestically owned firms. 1963 and 

_1968. 

1963 of all employees 

1. Foreign owned 
2. Domestic 
3. Total 
4- 1 as a% of 3 

1968 N of all employees 

5- Foreign owned 
6. Domestic 
7. Total 
8.5 as a% of 7 

Number of Workers Working * 
Stoppages involved. days losi 

employed in foreign owned firms 7-C%) 

70 219046 58PO77 
19998 4349154 It938t923 
29068 4559200 19997tOOO 

3.3 4.6 2.9 

employed in foreign owned firms 9.7yo) 

208 759532 454P437 
29170 lp9989468 49264P563 
29378 2pO749000 4019,000 

8-7 3.6 9.6 

1968 (removing one'day token stoppage of 1.5 m. workers in 
engineering and related industries 15 may, 1968) 

5- Foreign owned 
6. Domestic 

Total 
5 as a% of 7 

75#532 454t437 
682tO68 2t7359523 
757t6oo 3,189,960 

10.0 14.0 

I Source: M. Steuer and J. Gennard "Industrial Relation8t 
labour disputes and labour utilisation in 
foreign owned firms in the U. K. " in 
J. H. Dunning (ea. ). The Multinational Enter- 
prise, George Allen and Unwing 19719 p. 121. 
The Department of Employment made the annual 
volumes available to Steuer and Gennard whop over- 
whelmed with the sheer volume of material chose to 
lo6k at two years only. The aggregate figures do 
provide some indications but to do the analysis 
justice disaggregation by industryp magnitude 
and cause (e. g. non-wage/wage) normalisation was 
used by them. Howeverp this table is indicativee 
Ideally it would be useful to update this but 
this would be'time consuming in relation to 
achieving barely different findings to those 
for 1963 and ig6a, Department of Employment 
co-operation would be necessary as the Employ- 
ment and Productivity Gazette draws no foreign- 
indigenous distinction. 
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TABLE 2.22 Net output per head by foreign enterprises compared 
to all private sector enterprises in manufacturing 
1975. 

sic E per head 

-i 
M All 

III Foodq drinki tobacco 8t476 69166 

IV Coal and petroleum products 38P. 326 28vl8O 

v Chemical and allied industries 89385 89328 

VI Metal manufacture. 5,865 49853 

VII Mechanical engineering 59950 59121 

'VIII Instrument engineering 49176 39998 

IX Electrical engineering 5POll 49479 

X-XI Shipbuilding and vehicles 59950 5,121 

XII Metal goods nes 49901 41249 

XIII Textiles 4P799 3,648 

XIV-Xv Leather goodsp clothingt footwear 4vl81 39181 

XV1 Brickso potteryl glass, 'cement etc. 59428 59738 

XVII Timbert furniture etc. 59709 4,560 

XVIII Papert printing and publishing 69437 59101 

XIX Other manufacturing industries 59750 49511 

ALL MANUFACTURING INDUSTRIES '6050 4048 

Sources Business Monitors 
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TABLE 2.23 Analysis of the private sectors 100 largest enter- 
prises by size of net output, 

_U. 
K. enterpri_ses in 

manufacturingg. 197 

4 

Size of net outDUt 
(Total foreign-221 

All Of which foreign % foreign 

No. of establishments 3t717 260 7 

Employment (1) thousand 2,566 348 14 

Total sales and work 
done (2) Cm. 39P799 5tl54 13 

Net output CM 149769 2t513 17 

Gross value added at 
factor cost Cm 13pO26 2j246 17 

Net capital expenditure 
(3) Cm 3.9375 210 3.5 

(1) Average number of employees (full and part-time) 
during year (including working proprietors) in the 
establishment. 

(2) Includes sales of goods merchanted or factored and 
services rendered. 

(3) New building work and acquisitions less disposals 
of land and existed building and plant and 
machinery. 

Source: Business Monitors 
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TABLE 2.24 Analysis of the private sectors 100 largest enter- 
prised by size of total sales and work, U. K. enter- 
prises in manufacturing, 197ý., - 

Size of total sales. 
and work 

(Totai-foreign 27) 
All Of which foreign foreign 

No. of establishments 39591 301 8 

Employment (1) thousand 29462 364 15 

Total sales and work 
done (2) Cm 409942 79436 18 

Net output Em, 149345 29574 18 

Gross value added at 
factor cost Cm 12,629 29299 18 

Net capital expenditure 
(3) ft IP389 255 18 

(1) 'Average number of employees (full and part-time) 
during year (inclu ding working proprietors) in 
the establishment. 

(2) Includes sales of goods merchanted or-factored an d 
services rendered. 

(3) New building work and requisitions less disposals 
of land and existi ng building and plant and 
machinery. 

Source: Business Monitors 
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TABLE 2.25 United Kingdom Exports. Total exports analysed 
by category of enterprise. 2ý of total exports. 
(Returns adjusted approximately for non-respon; e). 

Percentages 
of total 
Exports 
accounted 
for ýj 

1966. 
All Exports 

Exports to re- 
lated 
concerns 

1970. 
All Exports 

Export to re- lated 
concerns 

1976 
All Exports 

Ex2orts 
lated 
concerns 

U. S. A* 
controlled 
U. K. 
enterprises 19 10 20 11 18 10 

Other 
foreign 
controlled 
U. K* 
enterprises 7 3 7 3 8 3 

U. K* 
associates 
of foreign 
enterprises 5 1 4 1 4 1 

U. K. 
enterprises 
with over- 
seas 
affiliates 60 16 61 16 52 15 

Other 
enterprises 9 - 8 18 - 

TOTAL . 100, 30 100 31 100 29 

Source: M4 Business Monitors 
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TABLE 2.26 Capital expenditure by foreign enterprises compared 
to all private sector enterprises in manufacturing. 

sic 

III Food, drinkq 
tobacco 

IV Coal and 
petroleum 
products 

V Chemical and 
allied 
industries 

VI Metal 
manufacture 

VII Mechanical 
engineering 

VIII Instrument 
engineering 

IX Electrical 
engineering 

X-XI Shipbuilding 
and vehicles 

XII Metal goods nes 

XIII Textiles 

XI'V-XV Leather goodst 
clothingg 
footwear 

XVI Bricksq pottery, 
glass, cementp 
etc. 

XVII Timberv 
furniture etc. 

XVIII Paperp print- 
ing and 
publishing 

XIX Other manu- 
facturing 
industries 

ALL MANUFACTURI 
ING INDUSTRIES 

1971 1975 1975 19759 cm 

Foreign capital *expend- Total net 
iture, % of total-cqpital capital 
expenditure in-sector expenditure 

Forei All 

11 12 57.5 451.4 

21 . 88 62 55.0 87.5 

31 20 22 131.6 575.6 

37 5 -6 41.1 628.4 

23 17 . 22 62.0 280.2 

40 50 48 20.4 42.4 

21 23 24 55.3 222.4 

. 34 29 
12 7 
2 110 

21 

9 
74.2 339.8 
14.5 160.2 
17.8 186.5 

16 .4 .20.9 
42.6 

537 10.6 143.6 

72 1*4 66.4 

3 13.1 195.9 

61 22 21 23.9 113.1 

. 16 15 16 579.3 3t535.8 

Soured: Business Monitors 
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TABLE 2.27 Average rates of return on direct investment 
compared to U. K. quoted cOm2anies (1). Net 
attributable earnings after tax and depreciation 
as a percentage., - 

Inward Investment U. K. 

World U. S. A. E. E. C. 

Quoted Companies (1) 

3.964 11.1 - - 8.6 

1965 11-7 - - 9.6 

1966 8.5 - - 6.1 

1967 6-3 - - 
ý*5 

i. 96a 11.8 13-7 7-4 10-4 

: L969 9-7 11.5 4.6 10.0 

1970 10.2 11.9 6.4 8.7 

1971 9.3 10-9 6-3 8.6 

1972 11.5 13.5 9.5 8-5 

1973 12.4 15.6 7.3 7-1 

1974 8.0 9.8 4.8 3-7 

(1) To 1967 manufactu#pg-Ind, 4stries onlY. 

Source: M4 Business Monitors and Trade and 
Industryq 22 September, 1978 
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CHAPTER 3. FOREIGN INVESTMENT AND BRITISH POLICY 

Chapter three first provides a brief tabular summary of the 

organisational framework of government departments that deal with 
inward investment both in its initial stages and in the sub- 
sequent behaviours of firms. 

Yost of the chapter attempts to establish British policy 
on foreign investment by examining policies for regulation and 
by considering government policies in order to ascertain policy 
positions regarding foreign investment. Economic, industrial 

and regional policies are scrutinised but the policy towards 

foreign firms is found to be barely different from that which is 

directed towards indigenous firms. This is further supported by 

the-generally benign neglect of issues and problems of foreign 

investmenty-potential or existenty as revealedin the latter part 

of this-,, chapter where the attitudes and opinions of those who 

shape policyl politicians themselves, are analysed. 

3-0-''Controls on Foreign Investment in Great Britain 

- No single agency or Government Department is given 

responsibility for the foreign firm and so, as Table 3.1 shows 

an array of Departments are involved. The involvement of a 

--number of departments- has-been the case over a number of, years 
(1). The sheer number of partially invblved departments con- 
tributes to both a general paucity of informationon the impact of 
foreign investment and also a degree of unco-ordinated fragment- 

ation in the awareness of problems relating to foreign invest- 

ment that may exist. 
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TABLE 3.1- Foreign companies: Departments and their 
responsibilities in Great Britain, 1979. 

Bank of England 

Exchange Control 
Access to Currency Markets. 

Treasury 

Inland Revenue 
Dividend Control 
Customs and Excise 

Department of the Environment 

Planning Permission. 

Department of Industry 

Selective, Assistance 
Regional Assistance and Policy 
National Enterprise Board 
Planning Agreements 

. Disclosure (Industry Act) 
Contact with O. E. C. D. work on multinationals 
Invest in Britain Bureau - 

Department of Trade 

Import and Export Flow 
Licensing 

, Export Credit Guarantees 
Disclosure (Companies Act) 

Department of Employment 

General Industrial Relations 
Disclosure (Employment Protection Act) 
Contacts with the I. L. O. 

Other Departments with'functional responsibilities, 

e. g. Department of Health and Social Security (especially 
the Pharmaceutical Companies)v Department of Energyt Depart- 
ment of Transport. 

The Department of Indust rX-.. take s, the_lead-role in concerns 

., regarding the foreign company. Even within. this Department no 

specific section deals with foreign owned companies. In fact, 

there is barely any differentiation between foreign and indigen- 

, ous-firms. Nationality of ownership is of little relevance to 

the main focus upon assistance and elements of the production 

function. - 
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The-, "wdlcomell described in the first 'chapter'at first appears 

to have little scope for qualification but we need to see what 

the qualifications are and how they are implemented*ý 

Permission for initial entry is relatively straightforward 

as no special laws on foreign investment in Great Britain exist. 

The only clearance need in making an inward investment used to 

come under the requirements of the 1947 Exchange Control Act. 

The Act set up a Foreign Exchange Committee composed of members 

of the Bank of England and the Treasury. The Committee looked 

at a foreign investment and providing that financing was ade- 

quate, exchange control permission was virtually always granted. 

The need for going through this procedure was lifted-in October 

1979 but it is worth examininiK some of' the -details of the old 

-1 . 

ft 

system. 
The Exchange Control Act of 1947 had a two fold aim; first, 

to vet the initial entry of an inward investorp which usually- 

meant the assessment of the appropriateness of financing, and 

secondt to assess the method of control to be used in relation 
to the financial affairs of the affiliate. The criteria used 

in the assessment were not laid down but guidelines were made 

available to the merchant banks that advised potential foreign 

investors (2). Prior to-1972 the criteria tried to balance out 
benefits based on gaining reserves in return for any loss of 

control. The guideline ýas that if a foreign company retained' 
75/96 of the voting shares then the financing of fixed assets 

should be the same as this at 75%0 and so on. This was the 

case up until the 1972 Budget when relaxatiors were introduced in 

an effort to come into line with E. E. C. directives on capital 

movements. E-E-C- member states were now to be permitted un-' 
limited sterling borrowing within the U. K. for direct invest- 

ments. At this time provision was also made for all foreign 

companies making-direct investment in the Areas for Expansion to 

obtain unlimited sterling borrowing in an effort to attract more 
investment. Recently the trend grew towards even more flexi- 

bility'with'permission normally being granted for foreign com- 

panies to borrow sterling in Britain if they so wished M. ' 
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Controlst as mentioned earlierv were in fact completely 

abandoned in Octobert 1979- 

The second aspect of regulating inward investment used to 

involve assessment of general desirability. Once again no 

rules were published although a civil servant in the Depart- 

ment of Industry informed me that potential investors did come 

under scrutiny even since the abandonment of Exchange Controls. 

An inward investment would be looked upon less favourably. if 

there were impressions that it would damage existing industry 

or the general industrial strategy being followed by the 

government. For instancet foreign investment in "defence" 

related industries would also be unlikely to be given the go- 

aheadp although such a case would be unlikely to arise, These 

criteria are very similar to those detected by Hodges during 

his investigation of governmental control over multinational 

companies in the United Kingdom. He also found a lack of hard 

and fast criteria and remarked an a lack of definitions of 

key words like "damage" in statements such as "damage British 

industry". He quotes a Ministry of Technology official as 

sayingt "it is hard to define an elephanty but I know one when 

I see one, " (4). The prevailing attitude appears to be that in 

general what is good for General Motors is good for Britain 

k. proposition I supported). 

The 1975 Industry Act introduced an important qualification 

to the "welcome" to foreign investment. Part II of the Act 

gives powers to prevent an -important manufactuting undertaking" 

passing into foreign control (taken as 30% ownership) when this 

would be against the interests of the U. K* or a substantial 

part of it. Tne powers allow for the prohibition of changes of 

control and can enable the dompulsory acquisition of assets or 

shares in order to prevent a change of control. This second 

part of the : L975 Industry Act qualifies the welcome. In practicep 

howeverp this aspect of the Act has not been used and so any 

qualification remains latent. It is also worth noting that this 

legislationt eveng is confined to take-overs and portfolio in- 

investment rather than direct investment in factoriesp plant-and 

machinery. 
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The previous Labour Government entered into planning agree- 

ments'with companibs. These planning agreements stemmed from the 

1975 Industry Act which allowed for formhl. agreements to provide 

a record of understandings between government and major firms. 

The agreements were intended to provide the two parties with a 
better understanding and basis upon which to plan policies and 

strategies. Although the government did enter into, a number of 
informal discussions with firms which did provide such under- 

standings there were only two agreements which were fully document- 

ed and signed within the narrow sense of Planning Agreements 

under the 1975 Act. These were agreements with the National Coal 

Board and Chrysler. They consisted of a series of statements made 
by the government and firm. The statements tended to be vague 

and in the "we undertake to behave as good citizens* vein rather 
than being based on detailed investigations and figures. Being 

voluntary arrangements the companies were not bound by their 

undertakingst this allowing planning changes in i the economic 

climate. Likewisep the government was in no way restricted by 

the agreements in terms of its policy making. The only case 

where failure to live up to formal and signed planning agreements 

was subject to possible sanction was when a'firm. happened to be in 

receipt of Government regional financial assistancee On the other 

hand the only substantial commitment by government was covered by 

Section 21 of the 1975 Industry Act where provision was made for 

the guaranteeing of any assistance during the period of a planning 

agreement. 
Labour governments prior to the last one had made use of 

government - firm agreements in an effort to allow planning to 

supersede pragmatism. A most notable case was that struck with 

Chrysler in 1966. In its take-over of Rootesp Chrysler undertook 

to continue with a majority of British Directorsp to establish 

Britons in Directorships in the French and International 

operationst to continue expansion plans and improve exports to 

the level prevalent in the U. K. motor industry and to leave 15% 

of the equity outside the hands of Chrysler's shareholding. The 

exercise benefited Chrysler's corporate image at the sensitive 

time of a foreign takeover but the government gained little as 

no sanctions could be imposed if-Chrysler failed to fulfil its 
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undertakings. The 1975 Act's provisions did at least allow the 

withholding of any assistance as an option, but this was not used 

even if firms did not ýehave as they un4ertook. With no 

procedures for monitoring or reviewing company behaviour to enable 

aacertainment as to whether the excuse of a changed climate was 
legitimate as an explanation for non-fulfilment of agreements 

even the later and more formal Planning Agreements of the 1975 

Act were not very useful. 
One senior civil servant suggested that the lack of monitoring 

never failed to strike him as amazing; "Even when the government 
hands out large sums if money in assistance monitoring is barely 

existent* We may send around a man once a year to see progress 

but we have little manpower to do much elseo" (5)- He admitted 

that the case was no different for indigenous and foreign 

companies but went on to quote examples of large international 

firms whop on receiving Regional Development Grants and Selective 

Financial Assistancep had made undertakings such as achieving 

certain levels of job creation yet had never got anywhere near 

themp being able to make the excuse of unforeseen changes in 

the international economy. 
A lack of restriction is also evident regarding the re- 

patriating of profits from Britain. It is therefore difficult 

to judge the amount of profits generated in Britain that are 

transmitted abroad although in a Parliamentary answer it was 

suggested that over the four years 1970 - 73 directly affiliated 

foreign companies (excluding oil and insurance) had retained 

about three fifths of their profit in Britain (6). Profits 

can be freely transmitted abroad whilst permission for re- 

patriation of investment proceeds require specific consent. 

This consent is invariably givenp subject to provisions for 

United Kingdom liabilities. 

The oft repeated "qualified welcome" is reflected in the 

lack of restrictions. The only major restriction (if 

it can be so called) was that in the now defunct Exchange 

Control provisions which attempted to minimise the benefit 

accruing to foreign exchange reserveso Certainly the procedure 

of Exchange Control was extremely simple and could not be seen 
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as an imposition or deterrent to the interested firm. The 

attempt of the 1964 - 70 Labour government to introduce'planning 

agreements with foreign firms involved in take-overs (7) was not 
developed into a general method for assessing and monitoring 
foreign investment. Planning agreements could have done this to 

a limited extent but in practice were so riven with loopholes 

and so lacking in sanctions as to be virtually irrelevant. 
Another indicator of the reluctance to interfere with the 

potential investor was the speed with which the whole process of 
granting exchange control permission used to be conducted. 
Part of the reason for this was that merchant banks or manage- 
ment consultancies handling the entry process for client foreign 
firms ensured that an application for exchange control was 
practically sure of acceptance prior to submission. Consequent- 
ly# rejections were extremely rarep totalling less than ten 

since 1945- Refusals were related to only the most dubious and 
absurd applications such as in the case of setting up "front" 

companies to avoid tax or benefit from subsidies. In one case a 
refusal was given to a defence-related operation when assurances 
on the continued U. K. production of certain products were not 
given by the company. 

In the last decade refusals have been extremely rare. The 

major fear was of the multiplier effects of failing to grant 
permission to one company. The lack of refusals may indicate 
the general tenor of encouragementp though doubts have to be 

expressed as to whether scrutiny of inward investors was always 
sufficiently thoroughp as suggested by the rapidity of granting 
exchange control permission. A decision was usually r6ached in 

a week or lessp interested Departments having been canvassed and 
the Foreign Exchange Control Committee having deliberated upon 
briefs prepared by the Bank of England. The whole process has 

been known to have been achieved in a little over twenty-four 

hours (8). In talking to Treasury officials Hodges found the 

speed and informality of the process quite startling: 
".... in many instancest inter-departmental con- 
sultation and approval of exchange control 
applications has been carried out by telephone; 
and even when the Foreign Exchange Com. mittee 
meets physically# it usually only consists of 
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three or four officials who use their past ex- 
perienceg rather than intensive research on the 
application itselfq to judge the pronouncements 
of the investor company. " (9). 

The Hitachi case was perhaps the z; ost controversial issue of 
the 1970's regarding inward investment. The Hitachi company 

wished to set up a TV assembly plant in the New Town of 

Washingtont Tyne and Wear. The New Town Development Corporation 

and the Department of Industry were only too pleased but their 

efforts at attracting the company were destroyed by pressure and 

protest emanating from a protectionist (and collapsing) British 

TV tube industry. The government under internal pressure was 

compelled to impose restrictions upon Hitachit restrictions which 

were accepted by the company in due course. The conditions in- 

cluded the stipulation that at least half the TV components should 
be obtained from U. K. supplierst that imports of Hitachi'aetg 

should be curbed and that exports from the U. K. should be high. 

Despite Hitachila acceptance of oonditionsp during the autumn of 
1977 the domestic industry and union lobby kept enforcing delay 

on government decision. Hitachi who had been subject to crude 

anti-company and anti-Japanese propaganda finally decided tosTait 

a decision no longer and shelved I ts plans on 8 Decemberg 1977 
(10). Hitachi had clearly been subject to a situation mishandled 
by government caught in the face of pressuresp and although the 

case had not been outright refusal it was tantamount to such. 
In a fiercely competitive market for the obtaining of invest- 

ment any stalling or dragging of the feet will probably only mean 

a loss of investment to another country. The Governmentv for 

instancet "lost" the Mostek plant for producing integrated cir- 

cuits to Ireland early in 1978 by its reluctance to provide the 

usual Selective Financial Assistance which was inspired by the 

fear of competition with the Department of Industry and NEB- 

backed plan for the setting up of an Indigenous microprocessor 

companyt INMOS* Problems inevitably arise in cases where the 

Department of Industry sponsors a sector it wishes to keep 

British* 

It should be clear from the Hitachi and Mostek examples 

that not allowing exchange control permission was not the only 
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way that a government could turn away any foreign investment it 
did not want. Howeverg the methods employed in the Hitachi and 
Mostek cases are probably detrimental in that they became media- 
focused issues and served to create a býd image of Britain. If 
there are to be qualifications to the welcome then perhaps it 

would be more beneficial for the potential inward investor to know 
the qualifications. Alternatively the government is given more 
flexibility by having no explicit laid down criteriag assessing 

applications on an ad boo basis. If refusals are rare then it 

can be concluded that the British attitude is one of encourage- 

ment bu .t the drawback is that the well publicisedg even if 

rare# refusal can damage many efforts at attracting investment. 

The two specific examples highlight the fact that the 

welcome has not gone without qualification on occasions when 

sensitivity is high, Not unexpectedly this is the case in the 

two important sectors of defence-related and primary 
industries. Obviouslyt foreign investment In defence-related 

industries-does arouse. interest to ouch an extent that foreign 

investors are unlikely to attempt entry in the first place. 

Similarlyt foreign investment in primary resource based industries 

may also be approached warilyt especially when some such sectors 

are dominated by nationalised industry or are otherwise seen by 

the public as a nationally owned collective good. There is an 

undoubted psychological impact in the perception of the country 
being robbed of its patrimony. For instancep. the-exploitation 

of North Sea oil byp in the maing foreign companies has such an 

impact. It has to be remembered that under British Law oil still 

remains the property of the Crownt not the company with the con- 

cession. An excursion into examining government. "- foreign firm 

relationships during the exploitation of North Sea resources 

would seem worthwhile in that such activities would seem likely 

to throw up qualifications to the policy of "welcome". 

In the early 1970's it became Increasingly clear that the 

benefits from the North Sea were going to be far greater than 

anticipated. The government was particularly slow in realising 

this potential and it was 1972 before a consultant's report to 

assess the potential benefits of oil and gas to British industry 

was commissioned by the government (11). 
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The Economist sneered at the lateness of the study which "would 

have been a good idea had someone thought of it a few years 

ago. As it ist British business is doing a fine job supplying 

coffee and cigarettes to the oil rough necks who man the drilling 

platforms-butp-with few exceptionsv the contracts for sophisticated 

services and equipment are going to American Companies"t (12). 

The report from-, the consultants was accepted in principle 
by the government. The report showed that Britain was missing 

out on business in the areas of direct employment, serv_icesl 

equipment buying and construction. With unemployment topping 

a million and with conce; ýtrations of such-in areas adjacent to- 

the oilfields it was easy to see the benefits of greater'in- 

volvement in the offshore supplies sector. 
Intervention to influencel'direct or even nationalise the 

oil companies came nearer with theincoming Labour government of 

1974. The rjew government embarked on policies to close 

taxation loopholes and also set upthe British National Oil 

Corporation (BNOC) thus bringing about direct government in- 

volvementJn the exploitation of North Sea resources. The 

establishment of BNOC was a step towards redressing the general 

reticence of British bankers and industrialists. Its establish-. 

ment was also partly to appease the popular view that a gift 

horse was otherwise being missed. In earlier years the oil 

companies had undoubtedly got off lightlyp this being partly due 

to the scale of the risks they were taking in relation to the un- 

certain returns. 

A studyt British Industry and the North Sea has been 

completed by Michael Jenkin (13). This study examines changes 

in government policy towards oil companies operating in the North 

Sea.. In p articulart it considers the ways in which the govern- 

ment attempted to influence (mainly foreign) oil companies to buy 

from British suppliers. It was all too apparent that oil 

companies were tending to purdhase supplies from countries other 

than Britain. - This was inevitable for reasons such, as familiar- 

ity with traditional suppliers which were perceived as more 

technologically capable and most importantf more reliable to 

deliver on time. The many reasons may be subsumed as uncertainty 

reduction. With such a state of affairs the British government 
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being desirous of bringing more benefits- to British industry 
began using techniques ranging from Ministerial persuasion in- 

cluding favouritism with regard*. to future licensing to admin- 
istrative procedures in'attempts to persuadeq and notably not 
sanctiong more orders to be placed in Britain. The administrative 
technique was a new venture in government intervention. Firms 

were now obliged to submit to government details of their off- 

shore purchasing on a quarterly basis as had been recommended 
in the af6rementioned consultant's report (14). This procedure, 

which became known as auditingt involved analysis of the returns 
made by firms and their follow-up by the Department of Industry's 
Offshore Supplies Office. The aim of the exercise was to per- 

suade oil company, executives to consider British alternatives and 

capabilities (15). Auditing remained a technique to give British 
industry a full and fair chance to compete and to remove the non 
market inducements (the elements of uncertainty reduction discussed 

above) to favour foreign contractors (16)o The technique was a 

clear reaction to the abysmal responsiveness and competitiveness 

of large sections of British industry. Jenking howeverp suggests 
that the techniques amounted to a departure from the policies of 

welcome and non-discrimination between foreign andimdigenous 

companies (17). This vie*t'however, does-not seem to be the case 

as policies were aimed across the board at all oil companies and 

not just the foreign ones. The policies undoubtedly focused 

more on foreign based multinational companies than on indigenous 

ones as the latter were often pursuing uncertainty reduction in 

using a greater proportion of indigenous suppliers than their 

foreign counterparts were in the first instance (18). It would be 

wrong to say that the approach to foreign investment was being 

qualified. Inherent in the techniques being employed was a 
definite departure from the free-tradet arm's-length approach 
to industry. Although there was an increased involvement of 

government in'the affairs of industry there was no departure from 

the policy of "welcome" in this. 'With regard to the'Initial 

welcome to inward Investment the policies may even have 

encouraged more investment from overseas than would otherwise 
have been the case. 

In the North Sea the first departure from the policy of 
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welcome came during the present Conservative Government. This 
departure was that in the seventh round Of North Sea licensing 
the Department of Energy now urged at least a 50% British 
interest in companies wishing to obtain licences, To faoilitaýe 
this desire the Department of Energy offered the better blocks 
to applicants with such British inte rests (19). This policy led 
to foreign companies scouring the City in efforts to find British 
firms wishing to become involved in consortia. A year later it 

was interesting to see that the shortage of British companies 
with oil interests had led to consortia involving many British 

companies with no previous involvement in oilt for exampley Tube 
Investments, RMC, Grand Metropolitant Unigate and National West- 

minster Bank* Jenkin may have been premature in his conclusion 
on auditing leading to a deviation from the free-trade based 

ýwelcomeff but he appears to have been correct in predicting the 

possible beginning of a departure on the policy of "welcome" (20). 

In the case of industry in the North Sea it would seem that 

the importance of this tangible national resource in terms of 
the National Interest led to some qiýalification of the "welcome". 

This at least demonstrates a preparedness to make qualifications 

which is made easier when the governmezit is in an advantageous 

positionp that isq when oil companies have limited choice in 

that oil is a much demanded natural -resource that is not 

univerally available. In the case of more footloose manufactur- 
ing industry there ist in contraett little scope for such 

qualifications when firms can easily choose another country in 

which to locate. 

qualifications then, have occurred and will continue to 

be made on occasions when it is possible to make themp that is 

when a position of strength is obtained by the government in 

relation to a sought after and spatially specific resource. 
They will also occur when sensitivity is high be this manifested 
by opposition from industry interest groups or government 
departments as in cases such as refusals relating to Hitachi, 

Mostek or those in defence or primary resource sectors. Never- 

thelesst this does not alter the general tenor of the policy of 

welcome which is, in the vast majority of casest unqualified, 
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For this reason the remainder of the study refers to the policy 
of "welcome" being unqualified in generalp although strictly 
speaking some specific qualifications may be found as has been 

shown. 
Britain's general imposition of very few restrictions on 

foreign investors is similar to the prevailing approach in 

many West European states as identified in a comparative study 
of seven states conducted by Professor Jean Boddewyn (2-1)., He 

found that all the states had exchange controls similarýto 
those that existed in Britain and that most states steered 
foreign investors through regional policies where possible* 
Whilst he found Britain did not have special legislation 

favouring foreign firms she. does have a discriminating policy. 
favouring indigenous firms via a system of preferential 

government purchasing of British computersq' tele-communications 

and pharmaceuticals where possiblet which discriminates in an 

attempt to maintain an independent industry . Howeverv 

similar measures'deri#ed for similar reasons were identified 

in France and West Germany. Altogether he found very few 

restrictions on foreign investors and their behaviour in the 

seven states he studied, that is, Belgium, West Germanyq 

France, italyg Swedenp Switzerland and the United Kingdom. 

The latter was amongst those operating the minimum of 

restrictions* 
3-1 Foreign Investment: Costst Benefits and Government 

Policies 

Referring back to the initial puzzle stated at the outset 

of the first chapter it seems that British policy on foreign 

investment is under-developedg but this appears little different 

from that in other developed states with possible exceptions 

such as Canada. Certainly the pleas for governments to gird 
themselves against exploitation from foreign investors and multi- 

national companies made by Kindlebergery Modelski and Vernon as 

outlined in the first chapter do not seem to have been greatly 
heeded in Britaint or anywhere else in the developed worldq for 

that matter. In the developing worldp of coursev the ball game 
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is completely different and blanket restrictions on foreign 
investment are common even if often ineffective in the situ- 
ation of desperately desiring investment whilst despising its 
foreign origin. 

Judged from the legislation directly considered so far the 
discouragement of foreign firms wishing to come to Britain is 

rare. Treatment of foreign firms does not differ from that of 
indigenous firms. Perhaps we can move on to consider other 
policies affecting foreign investment and investors and the 

reverse, the affect ofjoreign firms on policiest to provide 
clues to the reasoning behind the policy of virtually unres- 
tricted welcome. Costs and benefits are considered and thus a 
deeper perspective is given to some of the statistical evidence 
given in the last chapter. 

The benefits of foreign investment are seen as most 
important to Britain's economic strategy. The overall aimAs 
to achieve increased investment-v to bring faster growth, 

greater productivity, and increased exports. Britain has been 

. trying de. §perately, to improve her record on all these fronts in 

,. post war years. Whether strides are made in these directions 

as a result of indigenous or foreign investment is not con- 

sidered as relevantp just so long as strides are made. From a 

nationalistic point of view achieving aspirations indigenously 

is preferable# but 6hould this prove inadequate then foreign 

investment will be seen as an alternative route to achieving 

goals. Furthermoret foreign investment is often seen as more 
beneficial as a whole range of benefits can accrue; capitalp 

productst knowledget techniques and markets. In shortf many 

stimuli to economic advance and development can bej'njected 

by inward investment. 

17e have seen that restrictions on foreign investment are 

minimal (Proposition 2 supported)9'and that in terms of overall 
benefits to economic strategy inward investment in Britain will 
be actively encouraged (Proposition 10 supported)., In global 
termst judginj on the basis of overall industrial and economic 

aims, the benefits, often related to the inherent advantages of 
the multinationality of firms are perhaps so overwhelming as to 
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obscure their costs (Proposition 3 and 4 supported)-. Howevert 
costs cannot be ignoredv but should not be overstated. In the 
first chapter we saw how the foreign or multinational firm ca-me 
in for the blame of many woes of the world. A more balanced 
view of the costs and benefits was given in a report on foreign 
ownership in Canada: 

"the very inflow of inputs that come with foreign 
investment and create the benefits also tend simul- taneously to generate costs or problems. The in- 
flux of senior personnel from the parent provides 
management skills of a higher quality; but the ease 
with. which managerial and entrepreneurial skills can be imported may reduce incentives to improve these 
skills in the host country. Capital inflow increases 
aggregate savings and investment and the rate of 
economic growth; but the institutional development of 
a national capital market may be inhibited and the 
range of choice-facipg t he 

, 
investor-reduded. The 

direct investment firm provides easy access for the 
subsidiary to the technology of the. parent; but the 
latter is not necessarily the ECppropriate technology 
for the host countryp. 'and the potential*to become a 
leader 

* 
rather than a follower may be diminshed. 

Foreign affiliation may provide an assured market for 
the subsidiary's outputp particularly of raw materials 

-and semi-processed goods; but, to the extent the tax- 
ation authorities do not ensure otherwise, the re- 
sulting "prices" may not result in maximum benefit for 
the host country. -In manufacturingp'the subsidiary 
gains access , 

to-the trademarks for tested products and the 
, residents of the host country to the latest con- 

sumer goods; but the subsidiary may become simply an 
appendage'of the parentl copying products for the 
domestic market and iný the unlikely event it is effi- 
cient, restrained from exporting., 'while the absence 
of distinctive national products may limit national 
advertising and Impede the development of national 
me dia in the host country. " 

Although both firm and state are growth orientated a major 
conflict may be that emphases may differ. A multinational firm 

may act detrimentally in national terms yet be benefitting its 

own growth orientations. For example, the multinational has the 

advantage of market sharing between subsidiaries and can main- 
tain growth of, the conglomerate whilst running down an affiliate 

ýcont'rarYý to the wishes of the state in which it is to be found. 
Disinvestment is perhaps the most drastic cost possible. 

Unfortunatelyl the closed nature of many companies and govern- 
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ment reluctance to ask for all but minimal information dis- 

closure as under the Companies Act means that forewarnings of 

changes such as disinvestment are rarely adequate for govern- 

ment to develop strategies to cope with localised job loss and 

so on. 
In recent years particularly during and since the 1973-75 

international economic difficulties disinvestment has-become a. 

worrying issue. Statistics evidencing the scope of this pro- 

blem are not available for Great Britain but a major study (2-3)- 

that -focused on four European countries found sharp increases 

in closures of foreign companies duri-rig 1973 and 1974 followed 

by a higher closure rate than prior to 1972 continuing after 

these years. The most detailed study was on Belgium in 1975 - 
76. Here it was discovered that foreign owned affiliates do 

tend to close more frequently than indigenous firms9 but that 

employment-loss was higher in indigenous firms as the large 

foreign owned companies tended to be more stable than large 

indigenous firms. 

Another recent study (?. 4) which focus. ed on"Ireland found 

no evidence of foreign firms closing their overseas plants in 

preference to those in the home state. The study considered 
191 foreign-owned plants'(employing 27,000 or about 15% of 

Eire's manufacturing workforce) established between 1951, and 

1971 compared t0, a similar number of Irish owned plants. It 

was established that closure rates and employment loss in 

foreign firms was barely different than those of indigenousp 

and that in the former post-recession recovery rates were also 

better. And this was despite the fact that all the foreign 

plants had received hefty assistancey so often wrongly seen as 

a prop to uneconomic firms. The situation in Britain regarding 

closures is probably little different than this. The press tends 

to highlight foreign firm closures and hence distort the picture 

but, nevertheless, -there may be more closures of foreign firms 

in Britain than in Ireland, not least because of their longer 

establishment in some cases, giving more time for plant to wear 

out and markets and costs to change. 

Evidence, unfortunatelyý cannot be con. clusivel but Van den 

0 
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Bulcke succinctly summarises the typical argument. 

"Foreign investments come last and Go first. When 
the overall corporation is in troublep the foreign 
units are the first to be sacrificed because this 
is easier to justify to stockholders and to the 
home country government and general public. The 
troubles of the foreign unit are likely to be less 
well understood and "emphathised" andq therefore 
less well remedied. And top corporate managers, 
for all their proclamations in favour of inter- 
nationalism are as chauvinistic and patriotic as 
anybody else, and therefore favour their home 
country. " (25). 

I 

6 

The logic can be contradicted by arguments stressing that it is 

often the case that vast sums of money and effort have been in- 

vested in a plant and this will deter closure. Neverthelesst 

although on occasion closure has been hasty andinsensitive 
there has to be a point at which decisions are taken to cut 
losses and *it is likely to be the periphery that is pruned. 

In local areas dependent on foreign investment-the impact of a 

recession either internal or external to a firm can have severe 

ramifications. Tables 2.15 - 2.19 demonstrated that such local 

areas do exist in Britain, particularly in the less favoured 

regions such as Scotland. Hence the oft repeated adage that 

when Wall Street sneezes Scotland catches a cold does have some 

semblance of truth within it** 

In Britain the effective power of multinational companies 
has been demonstrated. For examplep the American owned Marathon 

shipyard was treated differently from British companies in the 

Shipbuilding Nationalisation mea*sures of 1976. The Government 

suggested that this was because she had to honour pledges not to 

nationalise the company having given the company high levels of 

subsidy to attract it to Britain in the first place. Would such 

a pledge have been honoured or given had Marathon been British? 

Similarlyp Chryslerq not only having failed to meet pledges 

regarding maintenance of employment and production facilities in 

-Britain made duri ng the 1967 Rootes take-over, was able to ex- 

tract very favourable benefits when it threatened withdrawal 

from its loss-making U. K. operations (although Chrysler did not 

persuade the government to take-over its U. K. operations which 
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it wanted). 
The Chrysler col3apse is a major example of the problems 

posed by disinvestment, actual or potential. A Chrysler with- 
drawal would have been both destabilising to balance of payments 

and employment. The Government stepped in with finance amount- 
ing to E160m. over three years in an effort to get Chrysler to 

stay. Nationalisation was not seen as a serious optiong despite 

the Government of the day. Car production in Britain was al- 

ready excessive. Another ailing car manufacturer to compete 

with British Leylandq and dealers who would no doubt have stayed 

with-Ch. rysler's international products were harLY indicators of 

good future prospects. Not only did the Government finance 

Chrysler'but they allowed fre6r access to the British market for 

French-produced Chrysler cars and the only market that Chrysler 

guaranteed its U. K. operation was the short-lived Iranian one. 
The lack of-stringent obligations on Chrysler were later subject 
to much criticism 

The fourth chapter of the Expenditure Committee's Report on 

Public Expenditure on Chrysler U. K. Ltd. entitled ItA Pistol to 

the Head? " shows that "only if the Chrysler Corporation had be- 

gun to withdraw unilaterally and immediately could they have put' 
the Government in a more exposed position than that which re- 

sulted from the press conference on 290 October "o 1975 (27)- 

At the conference Mr. Ricardog Chairman of the Board of Chrysler 

released his companyts plans to possibly pull out from Britain 

altogether unless assistance was forthcoming. Clearly the 

Government was surprised and shocked by the announcement (28). 

Various statements made by officials of, the company had during 

the previous year indicated that t he company was here to stay 
but the Governmentp it seemsp should have been aware of the 

possibilities of a Chrysler U. K. collapse as a result of the 

"actual events over the preceding year and before; and its con- 

firmation in our MVI report, in the CPRS reporty and in the views 

of the witnesses in our present, 6nquiry. " (29). The Government 

had been placed over a barrely a situation that would have been 

at least in part avoidable if potentially detrimental actions 

could have been predicted and avoided. 

121 



The need for monitoring and information disclosure to 

assist gove: pnment in its industrial strategy appears to exist. 
One place where monitoring receives considerable attention is 

in competitive situations which have on occasion involved 

foreign companies. Of the companies Investigated by the Mono- 

polies and. 11fergers Commission about a third of the investi- 

gations publibhed between 1960 and 1976 involved foreign com- 

panies; These were: 

(1) Supply of electrical equipment for mechanically 

_propelled 
land vehicles. 

HC 21.18 Decemberg 1963. 
Involving Champion Spa3A Plugs. 

I 
. 
(2) Supply of petrol to retailers in the U. K. 

ILC 264.22 Julyq 19650 
Involving Shellj Essop Texacov Mobilq Total, 
Continental (and BP). 

(3) Supply and processing of colour film. 
Eg 1., 21 Aprilt 1966. 
Involving Kodak, Agfa, 3Mt Ferrania 
and GAF. 

Supply of household detergents. 
HC*105- 3 Augustp 1966. 
Involving Unilever and Procter and Gamble. 

Supply of aluminium ýemi-manufactures. 
HC 263.20 December, 1966. 
Involving Alcan. 

second report on the supply of electric lamps. 
4.2 Decemberp 1968. 

Involving Philips. 

Supply of starchest glucoses, and modified 
starches. 
HC 614.18 Octobert 1971. 
i-nvolvinE Brown and Poison. 

(8) Supply of ready cooked breakfast cereals. 
FTC 2.20 Februaryq 1973. 
rnvolving Kelloggs. 

(9) Supply of chlordiazepoxide and diazepam. 
EC- 197- 11 Aprilt 1973. , Involving the Roche Group. 
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(10) Supply of frozen foodstuffs for human 
consumption. 
FIC 674.9 NovPmberq 1976. 
Involving Birds Eyeq Findus (and Imperial 
Foods). 

Foreign companies are not monitored for monopolistic prac- 
tices to any greater extent than are indigenousq and in the 

Commission's Reports the foreign aspect does not receive atten- 
tiong except perhaps when brief historical sketches of the com- 

panies in question are being made. The exýraterritorial aspects 

of the operations of foreign companies under investigation is 

virtually completely ignored and terms familiar to international 

business such as global strategy and transfer price seem to be 

forgotten as pricing policy and the U. K. market are selected out 

and treated as if it is possible to treat these in isolation. 

Worries have also been expressed about the ability of the Mono- 

polies Conudission to investigate multinational conglomerates 

such as Lonrho, where secýor domination is less important than 

the destabilising influence possible from a company with a 

multiplicity of holdings 00). 

, 
The nearest the Commission came to taking a worldwide pers- 

pectiv, e was in case 9 above where the Roche Group was severely 

critic'ised and ordered to. recompense the National Health Service 

in respect of overcharging for the branded drugs Librium and 

Valium. Even -here 
the indiýtment of transfer pricing was skirted 

. -despite- issues being publicly . debated. In case, 6 above, regard- 

ing Philips Industriesp no investigation was made of royalty and 

research , 
and development payments. to thd-Dutch parent -9 the 

Commission being satisfied with the profits being made. And in 

the first case above involving Champion, no inquiry was made into 

the transference of insulators for spark plugs from the United 

States at rates thirty per, cEnt below the customs valuation and 
the. large reverse charges being made for research and develop- 

ment and administration by the parentp similarly went uninvesti- 

gated. 

-In six of the cases above the Monopolies Commission did make 

recommendations and relied on voluntary compliance. In no case 

was the Monopolies legislation enacted to anything like its 
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potentialp and treatment of foreign firms was done wearing kid 

gloves so as to avoid jeopardising present or potential foreign 
investment. 

On the mergers sidep few are referred to the Monopolies 

Commission and of these very few involve foreign firms. As with 
the Exchange Control Actt and the Chrysler case of "black- 

mailing" the government in order to stay in Britain the concerns 

are primarily with balance of payments issues'(31) and to a 
limited extent with job maintenance. 

A lack of interference on the mergers front can be attri- 
buted to the logic behind the Industrial Reorganisation 

Corpo - rat ion which aimed at creating large industrial units 
to maintain or improve competitiveness internationally. - 
TheýIRC, although shortlivedl operating from 1967 to 19709 was 

catalytic in bringing together companies such as G. E. C., I. C. L., 

and Britisli Leyland. T0 some extent' the IAC_---was. '-s_e_tting up' 

companies to compete with the large international-enterprises 

and this aim overrode the desire for these IRC encouraged 

companies to be exclusively British for trans-national mergers 

wer e sought where a British alternative was lacking (32). 

'of-bight --i: E'IRC projects ten involved foreign companies. Ys 
'- ,-I. 

The 1970-74 Conservative government adopted a less inter-, 

ventionary, 'dpproach to'industrial strategy-than the previous 

government. - However'in -some-. cases - foreign investment was - 

encouragedo-for examplet the-bringing-in of the. 
-U. 

S. company, 

Marathon to take over'a*Clydebank shipyard in 1972. On the 

defeat of the Conservatives the'subsequent Labour government 

resurrected and considerably changed its body for industrial 

reorganisation.. The new bodyp the National Enterprise Board 

(ýEB)-ia6, 'givpý. theremit of'eilcouraging-industrial . efficiency 

promoting employment and improving the balance of payments. 

This was to be a different animal from the IRCt although 

theNtBý's propping'up and encouragement of indigenous industries 

could be broadly interpreted as an attempt to provide at least 

, --b, modicum : 6f' indigenous competition, against : G' Ports. ahd foreign 

f irms 
If Indigenous industry is to be maintained then there may 
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be some justification in trying to adopt industrial strategies 

which try to assist the domestic firms. Foreign firms, as we 
have seen In the last chapter have, in general, higher pro- 
ductivity, outputq sales and 'ork records than do indigenous- 

firms. Taken in isolation this would indicate that in the long 

run domestic firms will lose out to the foreign firms com- 

petitively. As suggested in Proposition 4 foreignp and par- 
ticularly multinationalý firms appear to be able to exploit 
inherent advantages of access to capital, world markets, and 
technology that may exipt. The government will logically wish 
to encourage the more efficient and successful foreign firms 

but may be walking the tightrope of catalysing the decline of 

indigenous industry in the processt which if coupled to subse- 

quent disinvestment. by the inward investing firm could lead to 

the economic turmoil of reliance on imports# at least in the 

short term; Examples demonstrating these types of phenomena 

are difficult to document. -but, even when exposed the Monopolies 

Commission has failed to recognise them. In one notable case 
the Monopolies Commission even made things worse for the in- 

digenous competition by-its adherence to examining issues solely 
in terms of price. Even though it may have intended to achieve 
the opposite the Monopolies Commission brought about severe 

problems for Kodak' s,, competit, ors (Case 3 above). -when Kodak was 
told to reduce its prices of colour film by twenty per cent. The 

Commission was successful in its aims on the price front but had 

failed to consider wider implications. Subsequently the only 
indigenous competitor# Ilfordp that had previously only survived 
by undercutting Kodak, was taken over by CIBAy the, Swiss chemi" 

cals company. 
on the aggregate level the various detrimental implications' 

of foreign investment are often ignored. Some bolstering of the 

existing machineryp such as the Monopolies Commissionp could be 

possible, and if achieved with care would be unlikely to be of 

great detriment to future inward investment. 

In examining the Monopolies Commission's investigations 

much reference has been made. to various methods of minimising 
the international. tax burdens of foreign companies. In the U. K. 

0 
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the detrimental effects of such behaviour have been little 

studied. Studies in Austrailia and, Canada have revealed 

examples of host states losing out (33) but Dunning suggests 
there to be only limited opportunities for such activity in 
Britain (34)- However, in terms of exports Table 2.25 showed 
that about half of the exports of foreign controlled firms are 
made to related concerns. Although unquantifiedl, a similar 

situation probably exists regarding imports to foreign enter- 

prises with the U. K. It can be concluded that the scope for 

transfer pricing and taxation manipulation does exist even if 

unused. 
A major difference between the foreign firm and the purely 

domestic firm is the ability to indulge in transfer pricing via 
intra-company transactions. The foreign enterprise is thus able 
to gain a distinct advantage should it so desire. One may even 

reach the situation whereby the value of goods being transferred 

in a transaction is virtually unimportant, for an unrelated, 
internally-determined transfer price will be used to minimise 

overall fiscal burdens. The Steuer Report clearly recognised the 

problem: 

"The resources available to giant international 
companies in calculating and single-mindedly pursuing 
their relative advintage in a world populated with 
national states each running different tax rates are 
immense. " (35)-- 

The. British approach to taxing the multinationals is quite 

simple. Profits are taxed if a company is resident in the U. K. 
(i. e. possess central management and control in the U. K. ) orp if 

a non-residento then on income arising here. To avoid double 

taxation in various states Britain uses over sixty bilateral 

agreements allowing companies freedom from being taxed twice. 

This approach eliminates much incentive for transfer pricing but 

there is still an obvious advantage in declaring profits in 

states with lower taxation than in the U. K. 

The general feeling amongst many relevant individuals 

interviewed-during the course of enquiries was that the skill and 

adeptness ofýthe' Inland Revenue Department ensured the prevention 

of blatant abuses without needing to-invoke heavy handed 
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techniques which could in turn be detrimental to inward invest- 

ment. However, in the last decade there has been a considerable 
bolstering of the Inland Revenue Department's activities 

vis a vis foreign enterprises. Serious oversights have been 

madet the most glaring example being the overcharging of the 

National Health Service for Librium and Valium made by Roche. 

Apparently, despite the Inland Revenue's confidence about con- 
taining blatant transfer pricingg the overpricing by a factor 

of about fifty times the cost of the active ingredients of the 

drugs was only revealed by accident, when a member of the 

Monopolieer Commission happened to buy some of the drugs whilst 
holidaying in Italy, (36)- 

Legislation in recent years has strengthened the Inland 

Revenue's hand. Section 485 of the-1970 Income and Corporation 

Taxes Act allows the Inland Revenue to reallocate profits and 

charge tax on them as if they had been transactions between 

independent persons and not intra, or related company transfers. 

The 1975 Finance Act further enhances the Inland Revenue's 

posItion by requiring greater disclosure of information by 

companies, although a major drawback is that this is kept 

secret to the Inland Revenue Department who cannot even transfer'. 

information on abuses-tcý other potentially interested bodies 

such as the Treasury or Department of Industry. Perhaps the 

greatest benefit of the 1975 Act is that it generates tax 

revenue at little cost for the onus falls on the company con- 

cerned to challenge and prove that the taxation imposedis un- 

fair. 
The strengthened responsibilities were given to what was 

generally referred to and herein called a Special Unit within 

the Inland Revenue,. (37). The main benefit is that this Unit 

can consider situations in depth, building up complete tax 

histories by both fishing out and demanding information if 

necessary., Despite being a small unit of, -around twenty staff 

successes in terms of extra tax generation have been significantp 

even if investigations are slow. The Unit is a substantial 

improvement on de'aling. with tax affairs through local tax 

offices which are inadequately equipped to deal with the tax 

affairs of big business. 
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Loopholesp almost inevitably, will exist and efforts to 

close them all would probably be disproportionate to the 

benefits accruing. Even after the tightening of the methods 

used the Inland Revenue has not employed a heavy handed approach. 

Adjustments have been made by informal discussions varying by 

the particular circumstance of the case at local tax districts 

or head office. As informality prevails data on the number of 

informal adjustments are uravoidable but formal orders were 

only necessary in three cases in two and a half years of 

operation (38). Estimates as to the benefits since the Special 

Unit has been operating cannot be certain for local adjustments 

are not easily measured. Neverthelessp Mr. Denzil Davies, 

Minister of State at the Treasury in the 1974 - 79 Labour 

Government was willing to make an estimate whilst pointing out 

some of the difficulties in changing taxation levels: 

". 1djustingthe prices of multinational companies may 
not immediately increase tax chargeable on the 

company concerned but may offset-available tax 

allowances or reduce ýax losses. Such offsets may 
result in immediate extra liability upon other 
companies within the groupq if not they could 

Ancrease tax liabilities of the group companies in 
later years. The indirect results cannot be 

quantified so a meaningful figure of additional 
revenue resulting from'such adjustments cannot be 

given. Since the beginning of 1974 profits made 
centrally by what has been described as a special 
transfer price unit has been about Z50m-" (39)- 

The generation of such a considerable amount of extra revenue 

serves to prove that special investigations were necessary in a 

situation where the prevailing ethos is the avoidance of paying 

taxes if at all possible. 
The Special Unit came as a response to demands that no-one 

should be able to avoid taxq and the establishment of the Unit 

came as a timely reminder that government demands its pound of 

flesh. The existence of the Unit as it stands seems unlikely to 

mean loss of investment given that such systems have been 

operating in other countries for some time, and as one Labour 

M. P. 1put ito "Indeed it is thought that the treatment of 

United Kingdom based transnationals in the United States and 

West Germany is partly responsible for the setting up of this 
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Unit. " (40)- 

Even if taxation policies have been tightened up the 

foreign firm can still be a destabilising element in terms of 

currency policy. Hedging against impending, currency valuation 

changes is an inevitable capability of foreign direct invest- 

ment when coupled with multinationality. In the prelude'to the 

1967 devaluation Vernon found that in twenty-five American 

subsidiaries he studied in Britain little action -was taken to 

. 
the protect sterling positions against devaluation concluding 

inaction -: o be both in order to naintain a good corporate image 

-and to prevent a destabii ising burden on the British economy (4l)- 

Neverthelessp. hedging must occur. Companies are well informed on 

these matters. Ford's experts claim that they have been right in 

predicting 69 our of 75' devaluations - 
(42). But, although there 

is scope for action it seems that companies do exhibit restraint 

with regard ýo disrupting currency policy. , 

On the balance of payments-front it is difficult to reach' 

definite conclusions as to*the effect of foreign firms, largely 

because the requisite data on imports made by foreign firms is 

unavailable. Table 2.25 showed that a quarter of exports from 

the U. K. are achieved by foreign firms. The other major bonusq 

difficult to quantifyi is the saving on the import bill result- 

ing from manufacturingin the U. K. On the detriment side foreign 

firms will probably incrýase imports and also create a drain on 

foreign exchange by repatriating profits. TakinU into account all 

these-effects Steuer concluded that foreign investment had a 

beneficial effect on the balance of payments in the order of ten 

, --peFcent of the output from foreign companies in the U. K. With 

the high level of exports and the concentration of foreign 

direct investment in export oriented industriesp this conclusion 

seems plausible (Proposition 3 supported). Accurate assessments 

are impossible, given no hard data and even theng transfer pricing, 

royalty and administrative payments would be difficult to inter- 

mesh with statistical evidence. 

on another policy front, that offtegional ; Iolicyp foreign 

investment has come to play a significant part since the war. 

The absolute figures for foreign firms by region and local 

government area (see Tables 2.15 - 2.19) serve to illustrate the 
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concentrations of foreign investment. Although employment in 
foreign'firms is concentrated to a greater extent in the non- 
Assisted Areas as opposed to those that are Assisted (see Table 
2.14) there is reason to believe that the concentration in 
Assisted Areas would hav e been even lower without Regional 
policy, and that foreign firms have been beneficial to the 
development of lagging regions when judged in terms of employ- 
ment generation. Nevertheless a Board of Trade study did show 
that although foreign firms did contribute 18% of new employ- 
ment in Assisted Areas between 1945 and 1965 this was sliChtly 
lower than in the more prosperous regions (19%6_1945 - 65) 
(Table 3.2). Furthermorej the most recent half decade given in 
this studyv 1960. -' 659 is marked by a decline in the percentage 

contribution of foreign firms to new employment when compared to 
the contribution from Unit. ed Kingdom firms. 

TABLE 3.2 Origin and destination of manufacturing establishments. 
1945 - 65o 

Source 
Destination of employment. 

United Kingdom Assisted Areas 
: 9-m-ijo- in ent, i Emý21oymenf in % 

ousjý a 7 0 ný -Thousan s Thoupands 

United King dom 

1945 - 65 467 81 377 82 
1960 - 65 138 86 117 87 

Abroad 

1945 - 65 108 19 82 18 
1960 - 65 23 14 18 13 

Total 

1945 - 65 575, ' 100 459 100 
1960 - 65 161 100 135 100 

Source': Board_of Trade, The Movement of lllanufacturipZ 
Industry in the United Kingdom 1945 - 65, 
H. M. S. O., 1968, P. 40. 

Despite the frequenttassertion that foreign investment has 

been extremely important in terms of Regional policy, steering 
does not. appear to have been as strong. as one might have 

supposed. ' The usual supposition is that it is fairly easy to 
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steer new investmentg particularly if foreign in orif; in as it may 
have fewer preconceptions and commitments to a particular area for 

its location (43). The locational analysis conducted by the serious 
investor tends to contradict thi6l howiver (44). Interviews re- 

vealed that steering was seen as importantg and possiblev but 
ýhat 

"while it is not the case that the foreign firm is simply told to 

locate in a certain spot or nowhereq a choice of Development Area 

locations is often proferred. " (45). 

One. major reason why the role of foreign investmenf in a 

Regional Policy which purports to aim at employment generation 

has to be played downt is that the incentives offered under the 

auspices of Regional Policy have been largely capital based (with 

notable exceptions such as the now defunct Regional Employment 

Premium) and have consequently led to the establishment of 

capital-intensive industries reaping the benefits of grants and 

selective assistance. This has led to many capital-intensive,, 

science-based industries establishing in the Assisted Areas, 

In spite of misgivings about the lack of employment creation 

relative to grants giveng the government's report on the impact 

of foreign investment clearly adopted the view that foreign in- 

vestment had been beneficial to Regional Policyq though doubts 

about the future were expressed: 

"Although the record of (multinationals) in the M, 
is, at preseht very good in respect to policies like 
regional development .... the future may well give cause 
for anxiety. The persuasion costs accruing to govern- 
ments is likely to increase in the future with a 
corresponding reduction in national sovereignty. In 

certain cases costs may become so high as to effective- 
ly preclude national objectives. " (46). 

In all thenp is there a British policy on foreign invest- 

ment? Suggesting that British policy on foreign investment may 

be slunmarised as a "qualified welcome" is misleadingp for al- 

though the adjective "qualified" is strictly correctl it is 

inappropriate in that qualifications as have occurred have been 

specific. There have been few exceptions to the blanket policy 

of "welcome" and the accompanying non-differentiating between 

foreign-and indigenous firms. The exceptions which have been 

discussed earlier in this section do show that sensitivities 

may be sufficiently aroused to bring about what amounts to not 
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allowing inward investment. Such ad hoe refusals or qualifications 
that have no basis in stated policies to inward investment are 
damaging but will no doubt recur. In egntrast, In cases of defence 

relatedindustry at least a potential inward inTestor will be aware 
that a state's National Interest may override business interests. 
Since some favouring of indigenous firms in the oil sector has 

come about foreign firms are now aware that even supposed bastions 

of free trade will seek the maximisation of returns to its own 

nationals when in a position of strength in controlling a finite 

natural resource. 
Despite the specific qualifications the general tenor remains 

as a policy of "welcome" to inward investment* Unfortunately this 

is the only yardstick we can go by in examining policy in terms of 
implementation and evaluation. If the study was considering Canada 

then the guidelines of the Foreign Investment Review Act could be 

taken as a yardstick and an analysis undertaken upon the basis of 
it. In Britain this approach is not possible. More evidence is 

therefore needed to enable the reaching of conclusions as to why 
foreign investment has become a non-issue in policy terms. To 

this end the final section of this chapter focuses on the attitudes 

of politicians to foreign investment and its effects (47)- 

3.2 Politiciansp Political Issues and Foreign Investment 

The major part of the present chapter has demonstrated both 

a lack of a policy that is significantly different from that 

directed towards indigenous firms and a generally low level of 

concern with the potential difficulties associated with foreign- 

controlled firms. By examining actors in the political arena this 

section follows on from these observations by attempting to throw 

light on this situation. 
Political interest was examined by looking at party and 

government documentsl especially Hansardp for the Parliaments be- 

tween 1964 and 1980 (48). The major issues arising during the 

period were identified and a movement from a period of a passive 

"welcoming" policy to the active attraetion of foreign investment 

was evident. The period studied was also one of rapid increase 

in foreign investment in Britain although this has fallen slightly 

in recent years* 
During 1964 to 1980 there was a considerable increase in 
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references to issues relating to foreign investment and it seem- 
ed likely that some of them might have become serious political 
issues on the agenda. The whole subject is interesting in that 
issues were raised but little has been done. In contrast a 
period of questioning the role of foreign investment in Canada 

culminated in the Foreign Investment Review Act within a few 

years. In Britain discussions have been intermittent and tended 

to have been provoked by specific issues involving foreign 

companies reaching the ne-us.. -Thus 
in Britain issues on 

foreign investnent have largely generated hot air and little 

else. 
The previous section of this chapter has already been 

devoted to looking at government policies relating to foreign 

investment and concominantly at government policy on foreign 

investment. From this examination it would appear that the views 
of opposing parties and politicians barely differ in this regard. 
Certainly the political hue of the party in government does not 

seem to make a difference io the overall policy of "welcome". 

This has been shown by declarations of senior Ministers in all 

recent governments: 

"Our general policy is to welcome inward investment 
in this country by United States and other foreign 
countries. " Mr. Callaghan, Chancellor of the 
Exchequer during the 1964 - 70 Labour Government (49)-, 

"In general since 1945 Governments of both parties 
have encouraged international companies to come to 
this country. " Mr. Heath; Prime Minister during 
the 1970 - 74 Conservative Government (50)- 

"Mr. Healey was enthusiastic about the benefits which 
might flow from foreign investment. He referred to a 
"valuable stimulus to industry and employment in 
Britain over the next few years" if there was a 
substantial influx of investment from abroad. " Mr. 
Healeyo Chancellor of the Exchequer during the 1974 
79 Labour Government (51). 

"The UK welcomes inward investment and will continue 
to contribute towards costs where the project would 
not otherwise come here. The Government aims to 
create a stimulating climate which will make the UK 
a more attractive place for foreign companies to 
invests" Sir Keith Josephq Secretary of State for 
Industry in the Conservative Government elected in 
1979 (52)- 
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Government policy has tended to stand firm despite chances 
in political persuasion. The possible detrimental aspects of 
foreign investment have, however# been raised on occasion, 
generally by Labour backbenchers. But despite a few exchanges 
In the Houseg-foreign investment has never become a significant 
political'issue in Britain, and parliamentary consideration 
has generally been low (see Table 3-3) (53)- 

Nearly half of the Parliamentary questions as set out in 
Table 3.3 were asked of the Secretaries of State in the Depart- 

ments of Trade and Industry (485.6,432 N= 90). A sizeable 
proportion were put to Ministers in the Treasury (28, aa, 25p N= 90) 
these mainly being questions-on figures and on the Special Unit 

within the Inland Revenue-, Fourteen questions (16YS, N= 90) 

were asked of Prime Ministers during the period although only one 
has been directed to the Prime Minist 

* er since 1972. Not surpris- 
ingly, those. Departmental Ministers. who- gsked'(jveaiionýý, on foreign 
investment came from the Departments with some responsibility 
for handling foreign firms'as set out earlier in Table 3-1 (54). 

Analysing the questions asked of Ministers reveals the issues 

about which there was backbench concern. A large proportion of 
the questions (27XI 24, N= 90) (see Table 3-4) basically asked 
for figures often as "fed" questions in order to record success 
in attracting foreign firms. Alternatively, the questions on 
figures which became increasingly frequent after 19749 were mere- 
ly to make a point about the behaviour of foreign firms. For 

example, two M. P. swere keen to point out the relatively low 

level of direct investment from E. E. C. countries (55). Two other 
m. P. s wanted details of the import and export records of foreign 

companies (56). Others wanted to show'the seepage of profits 

abroad by asking questions on the profit retention record of 
foreign companies (, 57)- 
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TABLE 3.3 Parliamentary Consideration of Foreign Investment 
1964 - 79. 

Session No. of Hansard 17 to. Of seParately identifiable 
index references 

__ 
questions (2) by party of questioner 

UT 
- 

itten Oral Of which on 
Ion. Lab. Con. Lab. ficures orLly 

64 - 65 1 2 

65 - 66 0 - 
66 - 67 i 
67 - 6s 1 
68 - 69 1 l(lib)3 1 
69 - 70 0 - - 

70 - 71 2 -1 -1 - 
71 - 72' 4 -1 26 - 
72 - 73 5 -4 -3 2 

73 - 74 2 2- - 2 

74 5 -5 -- - 
74 7. - 75 14 1 13 11 12 

75 -. 76 19 3 16 -- 3 

76 - 77 11 - 11 -- 2 

77 78' 6 4 -3 2 

78 79 4 4 -- 1 

TOTALS 76- 7 59 6 18 25 
(1) Index references used were: foreign investment, 

foreign owned companies,, foreign owned investment, 

M 

foreign ovined subsidiaries, foreign industrial invest- 
mentp foreign coml-=ies and subsidiariest foreign entor- 
prises, foreign shareholdings, multinational companies, 
multinational and international companies, multinational 
corporations. This'approach allowed cofisi6 ' 

tency although 
the problems of the possible inconsistency in indexing and 
the nissing of issues indexed elsewhere were overcome by 
adding to the specific references tabulated here by 
following up issues thought pertinent by the author-and 
these are discussed in the text. where relevant. 

(2) In all except the first column the separately identifi- 
able questions are listed. The last 

- 
column indicates the 

number, of szparately identifiable questions bn figures 
only. Henc'e in 1974 - 75,14 Hansard references contained 
16 separately identifiable questionsp 12 of which were on 
figures alone. 

Source: Hansard . 
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TABLE 3.4 Parliamentary Consideration of Poreip_n Investment. 
Subject area of Questions by Governments, 1 64L-ý7-9 l)- 

SUBJECT ARM A ýUID SUBJECT 1964-70 1970-74 1974-79 TOTAL 

NMD FOR M M THER ST= 
Statement on policy wanted. I 
Further study/CBA requested. 2 1 2 5 
NEID FOR IMPHTI-ED M0111TORITIM 
Improved monitoring. 1 4 8 13 

-al Improved inter-department 
handling. 1 2 3 
Special measures needed to 
safeguard against closures. 2 1 3 
More British involvement in 
foreign firms needed. 1 2 
ITEED FCR IMPROVED ATTRACTION 
Improved attraction of 
foreiem investment desirable. 1 1 2 
Running of the economy needs 
to be good. 3 3 
QUESTICN9, ON FINANCIAL POWER 
Request for information on 
Assistance to foreign firms. 1 1 2 
Hedging. 1 1 
Need monitoring to overcome 
transfer pricing. 2 4 6 
Special Unit's operation and 
benefits. 7 7 
IN'TERGOVERIOMENTAL ACTION 
Need intergovernmental 
action.. 1 1 
U. N. involvement. 3 3 
O. E. C. D. information on 
involvement. 4 4 
o. E. c. 1). guidelines on 
implementation.. 4 4 
E. E. C. involvement. 6 6 
FIGURES REQUESTED 
General. 1 4, 11 16 
Foreign firms from E. E. C. 1 1 2 
Profits retention. 4 4 
Exports and Imports. 2 2 

(l)- See note (1)y Table 3-3* 

4 

Source: Hansard. 

136 
1 



Implicit in most other Parliament -ary questions asked on 
foreign investment was the need to pay attention to the poten- 
tial or actual detrimental aýtivities associated therewith. In 
the period 1964-79 questions were asked on the need for studies 

on the costs and benefits of foreign investrient in Great Britain 

on five occasions (58) and one statement of policy was requested 
(59). The need for more monitoring and control provided a con- 

sistent theme of questions throughout the period under study. 
And Government Mlinisters of both political persuasions have also 
been consistent in believing that the surveillance and control 

. 
of foreign investment is adequate (60). Much of thereasoning 

behind keeping minimal surveillance and control is in order to 

make Britain appear favourable to foreign investment. This 

was shown up in a Commons Committee discussion: 

mr. W. Howie (Labour): "The only factor which protects 
a British Government is self interest on the part of 
the international 

, company beyond that point what we 
require is that the firm should be much more closely 
regulated and much more closely controlled than such 
firms are now"..., 
Mr. J. Bruce - Gardyne (Conservative): "Beyond the 
point at which acquiescence in the rules and regu- 
lations of the host 

* country makes sense in terms of 
the international company's commercial self-interesto 
the rules become so onerous that the company will be 
encouraged to move its investments elsewhere-" (61). 

Pragmatism appears to overrule the desires for control. 
On occasion, Members requested action to be taken against 

what they saw as closure-prone foreign companies. Ministers 

often replied that foreign companies actually brought far more 

important employment benefits than costs (62)p and# that special 

measures would not be in keeping with the desire for non-discri- 

minatiorr between British and foreign owned companies (63). 

Interference such as introducing legislation to get Britioh 

management, directors and equity stakes or simply to keep workers 

-informed 
of company plans have in their turn been rejected by 

Conservative. and. Labour Ministers acting pragmatically (64)- 

In general thent-backbench-, proposals for surveillance or con- 

-trol are met by Ministers determined not to discriminate on the 

basis of nationality and eager not to scare off inward 
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investment. 

Questions have occasionally been asked in the House about 
the active attracti6n-of foreign investment regarding techniques 

and departmental responsibilities. Disquiet about the number of 
Departments involved in dealing with foreign firms has been evi- 
dent but not on a large scaleg at least in terms'of the floor 

of the Housep although this has become an issue in recent years 
in Select Committees and outside Parliament. Parliamentary 

answers to questions on Departmental roles and responsibilities 
try to suggest good co-ordination despite apparent detrimental 

multiplicity. For exampleg Mr. Dick Douglas (Labour) asked the 

then Conservative Prime Minister if he was satisfied with the 

degree of co-ordination between the Department of Trade and 
Induatry and the Scottish Office in-the attraction of investment 

to Scotland. Mr. Reginald Maudlingp replying on behalf of the 

Prime Minister merely replied "Yesp Sir. There is already close 

co-ordination between all Departipents concerned with promotion 
in Scotland a's well as other parts of the country. " At a 
later date# Mr. Jim Craigen probed the apparently loose frame- 

work for dealing with foreign companies. Mr. Gerald Kaufman, 

Under Secretary of State in the Department of Industry suggested. 
there was a lack of individuals dealing specifically with foreign 

firms but that: 

I 

"Many officials in the Department are concerned with 
the activities of multinational companies within the 
framework of their functional or Industrial sponsor- 
ship responsibilities. " (Q. 

S 

Such a loosely organised system of dealing with foreign com- 

panies would seem difficult to co-ordinate tightly, and if 

claims about the potential or actual detrimental nature of 

multinational companies are founded then attempts to counter 
foreign firms usingýa flimsy framework for dealing with them 

will not meet with success. Howevery Ministers have rarely 

accepted views on the detrimental aspects. For example: 

Mr. Joseph Ashton (Labour) asked the Prime Minister 
if he was satisfied with the co-ordination between 
the Department of Trade and Industry and the Depart- 
ment of Employment in dealing with multinational 
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companies. "Are not multinational companies now bigger 
and stronger than the British Government? Are they 
not in a position to move jobs, work and. currency 
around and in general to create havoc with the Govern- 
ment's policies? "... 

1.1, r. Edward Heatht "I do not accept these'. statem - ents. 
There is a great deal of interest in multinational 
companiest and they are being widely studied nbt only 
in academic institutions but also in business and 
Trade Unions. If the hon. Gentleman will give me an 
example of a-multinational operating in the country 
which has been damaging to the national interest I 
will study his thesis. 1.1ultinationals are subject to 
the laws of this country just like a home based com- 
pany .... Any company which is trading outside this 
country has a certain scope for currency movement in 
the speed with which it moves its receipts and makes 
the payments which it has to make abroad. That is 
not limited to multinational companies it applies to 
any company which is trading overseas. " 07). 

The potential of multinational companies to create finan- 

cial disruption has often been brought up in Parliament as an 
issue relating to foreign. investment. The survey of Hansard 

un covered sixtee'n (181/op 11 ='90) questions-posed relating " to 

financially disruptive aspects and the need for their control. 

Two questions showed concern that multinational companies could 

exploit Regional Policy. The first (68) elicited the usual 

response that the eligibility of foreign companies for assistance 

were the same as that for indigenous firms. This also meant 

that a question asked about amount of loans and grants going to 

foreign companies could not be answered as figures on foreign 

firms were not kept se parately and so were "not readily 

available. " (ý69). 

Wider disruptive activites have been discussed in Parlia- 

ment. ' Following the disruptive upward movement of the Deutsche- 

mark in the early 1970's some were ready to blame the multi- 

nationals. Mr. Charles Pletcher Cooke (Conservative) saw the 

disruptive potential from companies increasing their currency 

movements in order to arrange profits in a strong currency 

country. Prime Minister Heath agreed that this was a possible 
disruption but he went on to state that there had not necessarily 
been any causal'link between the activities of multinational 

companies and foreign e'xchange difficulties such as that created. 
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by the upward movement of the DeutschemaVIc (70)- 

The issue of transfer pricing, has been another contentiou3 
subject for debate in the 1970's. During the 1974-79 Labour 
administration action was taken on transfer pricing in the 
form of setting up a so-called Special Unit in the Treasury in 
order to investigate companies suspected of avoiding taxation. 
This waL the only case of concern about foreign firms which led 
to unilateral action. 

Many of the issues brought upt it was felt, were best 
dealt with interna tionally. Consequently the British Govern- 

ment has been actively involved in many international organis- 
ations discussing multinationals and the problems of controlling 
international business operations. British involvement in the 
United Nation Commission on Transnational Corporations, the 
O. E. C. D. and the E. E. C. led to seventeen questions (19%, N= 90) 
being asked in Parliament (as identified by the Hansard search) 
between 1974 and 1979 (27N of the questions asked'in that 

period, 11 = 62). No questions on international organisations 
in relation to multinational companies had been asked previous- 
ly largely because it was not until the 1970's that internation- 

al- organisations became active in the field of controlling 
international business. 

Questions to Ministers about international organisations 
tended to be either to check on whether Britain was making 

active contributions to the d. ebate in the, organisations con- 

cerned or, especially in the case of the O. E. C. D. 9to ask how 

Britain would actually implement guidelines. Questioners were 
rarely satisfied as respondents usually said they were either 

awaiting further reports or, that in the case of implementation, 

frameworks were being conaidered. Backbench members were kewn 

to get the Government actively involved in implementing guide- 
linest such as those of the O. E. C. D. t but it was clear that 

"reviews" conducted within the O. E. O. D. would be preferred to 

an inspectorate located in Britain. For examplep Alan Willimms, 

Minister of State in the Department- of Industry stated that "the 

O. E. C. D. Is Committee on International Investment and Multi- 

national Enterprises will be the for= for member governments 
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to keep the guidelines under review for resolving problems. The 

Business and Industry Advisory Committee and Trade Union 

Advisory Committee will be invited to express their views to the 

Committee periodically. " (71). Dealing with multinational 

enterprises at a distances and just talking about multinational 

companies in the context of international fora. was preferred by 

a Government anxious not to discourage foreign investment in 

Britain. Taken cynicallyq the international discussions appear 

to pay little more than lip service to the problems, thus 

achieving little of a substantive nature. Such Paction" did, 

howevert serve to relieve pressure on the Labour Government 

that was coming from the Unions'and the non-Parliamentary 

echelons of the Labour Party (72). The Government was at least 

demonstrating its involvement by its participation in inter- 

national fora even if this probably meant that issues were 

being compartmentalised and avoided. 

In general thenp many Members of Parliament appear to 

exhibit awareness of some of the problems associated with 

foreign investmentp even if in somewhat limited terms. Benefits 

are seen to overwhelm the costs and although some M. P. s were 

only too keen to bring up cases of foreign firms closing or 

taking actions to the detriment of Britainy these opinions 

tended to be those of bdekbenchers who were met by Ministers of 

both political pe rsuasions keen to reiterate the benefits of 

foreign"investment and apparently exhibiting a considerable 

degree of cognitive dissonance. 

We can turn to some of the other studies that have been 

done to compare results. Fayerweather's work (173) on elite 

attitudes towards multinational companies in Britain, France 

and Canada unfortunately does not disaggregate national 

legislators and so his studies are less revealing than they 

otherwise might have been (74) but he does provide some insights- 
(75)- His overall findings indicate that legislators in 

Britain do believe foreign firms to be both beneficial to and 

have a substantial effect on Britain. 

Another writerg Hodges (, 76), Provides further data on the 

views of M. P. s. His survey of the House of Commons Debates 
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(1964-70-) along with the press releases and speeches of 

. Ministers provides additional evidence on the attitudes of 

politicians. Hodges found a marked attitudinal difference 

between the two major parties on the topic of foreign invest- 

ment. Labour M. P. s were much more inclined to cite disadvant- 

ages and the need to take measures to control foreign invest- 

ment than were Conservatives. He also found a marked 

attitudinal difference between Labour ministers and backbench 

colleagues, the former recogmising control rather than 

investment and also favouring existing control rather than 

stricter control. In týe survey of Parliamentary questions on 

foreign investment (1964-79) done for this study conclusions 

much the same as these were reached. Although difficult to 

compare as only thirteen questions of the ninety identified were 

asked by Conservative 1XI. P. sy it appears that there was a marked 

difference between Labour and Conservative M. P. s with regard to 

the advantages and disadvantages of foreign investment and the 

desirable measures in relation to it. Labour Ministers con- 

tinuously mello'wed the views of their backbench counterparts 

and during the Conservative Government of 1970-74 Conservative 

I'linisters were barely different from their own backbenchers 

regarding foreign investmentl although their views tended to 

be opposite to those of the Labour backbenchers who spoke on 

the subject. 

Lhe differencein viewpoints on foreign investment and 

multinational companies prominent during the 1970-74 government 

tended to become more stark as some Labour members became more 

outspoken against foreign investment. 

Examples serve to show this: 

(a) Yx. Stoddart (Labour): "Does the Prime Minister not 
agree that these organisations, which recognise no 

. profitsvtrepresent one role other than maximi6ing- 
of the greatest social evils of the present day and 
have already been responsible for factory closures 
and widespread unemployment (HON. MEM ER "Too Long") 
and that'their activities in under-developed countries 
have viciously e. xploited the poor and'unorganised 
people in these countries. " 

Ur. Edward Heath: "The Hon. Gentleman has made a 
series of unsubstantiated allegations which are 
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completely unjustified .... Many areas of this country, 
especially those which suffer from heavy unemploy- 
ment 

* 
owe a great deal to foreign investment. They 

will not be encouraged by the Hon. Gentleman's atti- 
tude. Similarly, the invisible exports of this 
country benefit very much from our own international 
companies based here. This has a tremendous effect 
on our balance of payments for which the Hon. Gentle- 
man should be grateful. " (77)- 

(b) Iullr. Tony Benn (Labour) "The ansy., ers given by the Right 
Hon. and learned Gentleman to this and earlier 
questions underline the legitimate anxieties felt in 
this, -Cour. try and many others about the power of multi- 
natioýýal companies. They can overcharge and in the 
case of Roche they have overcharged the British N. H. S. 
for drugs. They have power to invest abroad, employ 
people at low wages and then compete unfairly against 
British workers. As the Right Hon. and learned Gentle- 
man confirmed earlierv he does not even have statutory 
power to enforce the provision of information by such 
companies. In the Green Paper on companies legislationg 
will the Government please give serious attention to 
the-power of the multinationals that bring some benefits 
but also tend to erode national sovereignty and affect 
both workers and organisations in the countries where 
they operate? " 

Sir Geoffrey Howe (Conservative) Minister of Trade 
and Consumer Affairs: "Anyorke-4ho tries to take an 
intelligent look at the world trading scene is aware 
of the position of multinational trading companies, 
but in looking at the situation one must take account 
of the extent to which they provide a wide range of 
investmentp sometimes in this country and sometimes 
In the form of British multinational companies being 
able to invest abroad to increase the capacity of our 
country to export. The factors raised by the Right 
Hon. Gentleman ought not to be overlookedp but I think 
that they have to be set alongside other factorss 
including the power - often the impenetrable power 
of state trading monopolies in countries where it is 
impossible to discover anything at all. These things 
must be kept in perspective. " (78). 

Despite huffing and puffing whilst in Opposition the Labour 

members, even as Ministers, have done little to overcome what 
they see as detrimental activities associated Nith forei, -n and 

multinational firms. 

Politicians of all shades in Britain recognise that con- 

siderable benefits can accompany foreign investm"ent. The atti- 
tudes týwards foreign investment and its costs depend on the 
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political premises assumed initially. . 1alembers of Parliament 

are virtually hide bound to be enthusiastic about investment 

be it from a foreign or. British source. Although an implicit 

xenophobic preference for indigenous growth is evident, prag- 

natisra inevitably reigns. In certain instances it has to be 

accepted that indigenous grovith was unlikely to be forthcoming 

or viable. Thus the Heath Government persuaded the American 

oil-rig construction company, Llarathong into the ailing Scottish 

ýFhipbuilding industry with the aid of large amounts of finance. 

A similar recognition was made during 1966 when Imperial Type- 

writers were about to be taken over by the American company, 
Litton Industries. Mr. Peter Shorey a junior Minister in the 

Mnistry of Technology commented: 

"'b's'e have to recognise the deplorable fact .... that 
that section of the industry was alrea4y sub- 
stantially undermined and was not seriously compe- 
titive with its rivals. " (79)- 

The common shared belief of M. P. s throughout the period 1964 - 
79. appeared to be that Britain could hardly avoid the need for 

foreign investment in order to improve her economy... Britain was 

seen as simply not strong enough to undertake a rigorous policy 

on foreign investment which could possibly discourage such 
'investment. In the light of such a view emanating from a 

developed western state one can only despair at the chances for 

much weaker developing states trying to obtain a "fair deal" 

from multinationals and foreign investors. 

Differences in views along party lines have already been 

alluded to but only on the basis of that which M-,. P. s In 

each party have said. On a straight party basis this may 

reflect the thinking within the Coonservative Party as a whole. 

,, Jthough this may also be the de facto case for the Labour 

Party as welly the Parliamentary Labour Party is theoretically 

the implementor of National Executive Committee (NEC) and party 

conference decisions. This means that some heed has at least 

to be paid to policy decided on by Conference. 

Issues regarding foreign investment and multinational com- 

panies and their behaviour have been discussed quite often in 
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Labour-Party --ircles and conference. For in3tanceq the Labour 

Partyts "Into the Seventies" published in 1969 reviewed the 

issues bound up with multinational companies and worthy of 
political attention. However, it was not until 1977 that a 

conference debate on "Industrial Development and International 

Big Business" was instituted (80). The issues discussed were 
those put forward in a 136-page policy background paper (81) 

and conference approved a somewhat condensed statement of this 

put to them by the NEC (82). This statement recognised a number 

of major issues; transfer, pricing and the "fiddling of profits 

and losses"t the power of multinational companies vis a vis 

the state in terms of its high mobilityq the influence multi- 

national c, ompanies, can have on international finance and exchange 

rates, and the ability of multinationals to challenge Trade 

Unions (ý3). In its policy for the future the statement said 
that the aim was not "to place multinational companies in a 

separate categoryg but to isolate the special problems they 

create and to put fonvard the policies to deal with these 

special problems-" (84). The statement indicated a preference' 

for effective international action but in the absence of*binding 

codes coming from the O. E. C. D. and U. N. andq in the light of 

the slow progress in the E. E. C., it was recommended "that the 

Government should concentrate first on what it can do at home. " 

('85)- It is interesting that thinking appeared to have sv=g 
full circle in the*space of a few Years. In the early 70's 

Labour Party hopes were pinned on international action, 

national action being viewed as inadequate: 

"As the Labour Party now recogniseso national policies 
by themselves are not enough: some form of inter- 
national action is essential. In November 1973 the 
C. ommissibn submitted'to the Counýcil of Mihisters-a 
draft resolution which aims at 6stablishing a general 
approach to the problem, as a first step towards 
evolving a concrete common policy. _There 

is no such 
thing as a national solution to the problem of the 
multinationals. " 86). 

The 1977 Conference of the Labour Party approved an eleven 

point plan "for restoring our national economy and economic 

sovereignty. " (87). These were: 
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(1) 
11.1, ultinational companies cannot be considered 
in isolation from the general industrial 
strategy of the Party. 

(2) Britain has a dual responsibility - both as a 
base for a large number of British owned 
mul-ttinational companies, and as the host to 
foreign owned multinationals. 

A Foreign Investment Unit must be set up, as a 
matter of urgency. It should as soon as possible 
form part of the National Plannipg Commission. 
It will be closely Involved with-Planning Agreements. 

Planning Agreements must be obligatory for all 
Category 1 companies (88). 

A general set of guidelines should be laid down for 
all U. K. - owned multinationals. 

In particular casest where necessary in the national 
interests the public ownership of foreign oirned 
multinational subsidiaries or branches should be 
c onsidered. 

(7) We should move towards the situation where new 
inward investment is on a joint venture basis. 

(8) The National Enterprise Board together with other 
public sector companies should own at least one 
viableg large company in each sector of industry. 

Co-operation between British publicly owned bodies 
and foreign governments should be encouraged. 

(10) The Government should encourage international trade 
union links. 

(11) The Government should pursue with other democratic 
socialist governmentsp the creation of 

- 
binding and 

legally enforceable code of conduct for multi- 
national companies 

An overview of the eleven point plan reveals few new ideas.. 

The first two points of the plan are merely pointing out a 

recognition of the situation, whilst the last three points are 
just further-statements encouraging international co-operation. 
The fifth proposalv suggesting guidelines for British multi- 

nationals operating overseas whilst commendable in attempting 
to prevent exploitationj suffers from a lack of enforceabilityp 
this difficulty being recognised earlier in the Statement (90). 

More involvement in Planning Agreements where companies set out 
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their basic strategy for the next few years is one which 

Governments would welcome. The more a Government knows of the 

future plans of firms the more easy it should be for it to plan 
its own strategy but, Planning Agreements have hardly been a 

success in the past, as mentioned earlierp although the sort of 

Planning Agreements suggested in the Labour Party document would 

be stronger than the easily flouted "we pledge to behave as good 

citizens" type used previously. A specific Foreign Investment 

Unit under these proposals would basically be a system for 

monitoring via.. Flanning 
.. 
Agreements andq for these reasons, may 

not be worth establishing both because of cost and the possible 
discouragement of foreign investors simply by virtue of there 

being a special unit in existence. The other plans in the 

eleven point programme, such as increasing public ownership and 

at least achieving joint ventures with foreign firms, whilst 

supposedly part of the Labour Party's ultimate aims under 

Clause IV seem unlikely as alternatives especially when dealing 

with globally integrated multinational companies. 

, One main aspect of the proposals had already been defeated 

in Parliament a few months prior to the NEC statementrt'-(91). . 

Mr. Douglas Hoyle, Labourg had proposed a Bill to establish an 

Inward Investment Board. He claimed the present monitoring 

framework to be inadequate and lacking in sound criteria. He 

even referred back to the Steuer Report that had recommended 

better monitoring. Mr-Hoyle's arguments were defeated by a 

House perceiving the benefits of foreign investment as out- 

weighing the costs and also being prudent in hoping to continue 

to attract foreign investment by making the system look as 

unfettered as possible. 

After the set of proposals was laid down by conference, 

the Labour Government made no movements towards changing its 

strategy on international big business. It merely continued 

involvement in international fora whilst continuing with 

minimal interference with the all too welcome foreign companies. 

A substantial difference on this and other issues exists between 

Parliamentary and non-rarliamentary elements of the Labour 

Party. The Parliamentary Party tends to listen and allow non- 
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Parli=entar4,, r views acý-, ess via backbonches but the Labour 

Government's line has been to repla,:: e idealism with pragmatism. 
Labour Governmentst like Conservative Governments encourage 
foreiGn investment. Government*Ministýrs of either hue tend tq 

pay little more than lip service to elements of. dissention to 

their approach to foreign investment whether from an intra- or 

extra-iarliamentary source. Some Labour back'b'enchers and-the 

non-Parliamentary Labour Party have been particularly keen to 

point out the inherent disadvantages of the state compared to 

multinational companies (Proposition 4 supported)q the ability 

of the multinationals to skirt fiscal policies (Proposition 5 

supported)t"and the ability of multinational companies to play 

off states to"gain better deals (Proposition 9 supported). 
These people point to-the need to control foreign investment as 
they jerceive the activities of foreign investors to be some- 

what-detrimental (Proposition 8 supported). 'Howevert they do 

not go so-far as-contradictin-6, Proposition 3 and saying that. 

costs outweigh benefits. No need for the discouragement of'" 
inward investment is recognised (Proposition 10 supported). 

Some variation in approach by Labour and Conservative 

Governments may be seen. For instance, the 1974 79 Labour 

Government was actively involved in internatiohal*fora since 

recognising that multinationals at least had the scope-to act 

contrary togovernment policies. The Conservatives often 

recognised 
this but saw it as unimportant (Proposition 4 

supported). The Conservative s also rarely saw the ability, c4f 
foreign firms to skirt fiscal policy as important, but the '_ 

Labour Goverrvient did set up a "Special Unit" in the Treasury in 

order to investigate this (Proposition 5 supported). 

The chapter as a whole has provided much support to 

Propositions I to 4 and Proposit 
- 
ions 8 and 10. In general,. 

the presence and activities of foreign firms are seen as 
beneficial to Britain and so desires for control are of low 

priority and a policy of "welcome" 
' 
is-Pur'sued.. -. Although. -inherdnt 

advantages of multinationality are evident and recogriised ap 

occasionally beneficial to foreign firms in dealings with 

government (e. g. Marathon and Chrysler in specific instances, 
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transfer pricing and hedging in general)9 bebaviour is more often 

than not no different from that of indigenous firms. Where 

differentt the tables presentedia the second chapter generally 

show foreign firms to be more successfult and hence more 

beneficial to the economy than indigenous. ones. 

Government policies have generally shown no discrimination 

between foreign and indigenous firms. Although we have seen 

some exceptions to this it would seem that from looking at 

government policies and political attitudes the policy towards 

inward investment is the policy as an intention to welcome foreign 

investment. This chapter has largely answered why this has been 

the case# that isp the benefits greatly outweigh the costs. Left 

with a policy which equals nothing more than "welcome" this is 

the single element requiring further investigation. We can move 

on to see how this is being achieved and who is achieving it. 

We can assess the attitudes and motives of polýcy Xmplementors 

or, as Lindblom calls themy "proximate decision makers" (92). 

Finallyr it can be decided whether efforts match up to the beat 

way in which foreign firms can be attracted to Britain. 

The underlying theme for the rest of the thesis is that we 

have been able to establish a general consensus on the policy of 

"welcome" and with such a consensus it would not be unreasonable 

to expect the implementation of the policy of "welcome"g that is 

the actual attraction and handling of foreign firmst to be well 

developed and coherent. Although the relation between consensus 

and coherence is fundamental to the rest of the study, attention 

to this is somewhat implicity at leastt until the concluding 

chapter whent what the. study has shown and what theoretical 

insights we have gained from it are discussed. 

(1) The list in Table 3.1 shows little differencet apart from 
departmental names (e. g. substitute Board of Trade for 
Departments of Trade and Industry) from the'organisations 

recognised as involved by M. Hodges Multinational Companies 

and National Governmentg Saxon House, 1974t esp. p. 61 - 739 
in his study of multinational companies and the 1964 - 70 
Labour Government. The most significant changes have been 
in the organisations involved in the attraction of foreign 
investmentg discussion of which is left until subsequent 
chapters'(see section 4.1 in particular). 
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(2) M. D. Steuer et. al. The Impact of ForeiEn Investment on the 
U-K-9- R-M-S-0-P 1973t P-. 178. Also confirmed during inter- 
views. 

Department of Industr Investment. Regulations: your 
questions answered"y 

inv"est in Britain, 1978, P- 4- 

(4) M- 110119e, 3 02- cit-9 P. 78. 

(5) Personal interview with author. 

(6) Hansard, 1974 - 759 13 Februarys 75, Col. 183 (Written 
Answer). 

(7) There were in fact only three such cases of undertakings, - 
all in late 1966; Chrysler's take-over of Rootesp Philips 
of Pye and Litton Industries of Imperial Typewriters. Only 
the first of these# the one involving Chryslert was made 
public. 

(8) M. Hodges op. citot p. 80* 

(9) ideme 

(10) Hitachi have subsequently set up in Britain via a "more 
acceptable" joint venture with G. E. C. in South Wales. 

(11) International Management and Engineering Group of Britain 
Ltdo Study of-Potential Benefits to British Industry from 
Offshore Oil and Gas-Developments, j HiM. S. O. for the 
Department of Trade and Industryt 1972. 

(12) The Economistt' 27 1jay, 
-1972,. 'p. jll. 

(13) M. 
' 
Janking British Industry and the North Sea, Macmillant 

1981. 

Britain (14) International Management and Engineering Group u. 
Ltd. op. cit. 9 p. 6. 

(15) M. Jenkin op. cit-t p. 164. 

(16) jbid. t p. 189. 

(17) ibid-P P. 194 and p. 212. 

(18) see ibid,. 9 Chapter 79 especially Tables 7.2 - 7.6. 

(19) The Economist, q 24 Novembert 19799 P. 101. 

(20) M. Jenkin op. cit. 9 p. 213. 

(21) J. J. Boddewyn The Bulletinp New York University Graduate 
School of Business Administration, Institute of Finance 
No. 93 - 96, March 1974t P. 36 - 43. 
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(22) Queens Printer ForeiZ!! Ownership and 
- 
Structure of Canadian 

Industry, Ottawa, 1968, p. 38 - 39. 

(23) Van do Bulcke et. al. Investment and Disinvestment 
Policies of Multinational Corporations in Western EuropA. 
Saxon Housep 1979-- 

(24) D. McAleese and M. Counchan ""Stickers" or "Snatchers"? "g 
Oxford Bulletin of Economics and Statistiesp Novemberp 
1979- 

(25) Van de Bulcke et,. al. op. I cit. t P. 125. 

(26) See Expenditure Committee (Trade and Industry Sub-Committee) 
Public Expenditure on ChrY81er UK Ltd. 9 Session 1975-76, 
Vol- lt H-M-S, O-p 1976. Criticiam by the NEC of the Labour 
Party was also strong. In INEC Statements to Annual 
Conference, Octoberg 1977P P. 41-t the Government was 
criticised using examples such as their shortcomings in 
allowing the research and development Costs of the Chrysler 
Alpine to be charged to the British operation when the car 
was produced in France. 

(27) Expenditure Committee# op. cit. 9 para* 99. 

(28) ibid*t para. 101* 

(29) idem. 

(30) This refers to a question put to the Minister of State in 
the Department of PrIces and Consumer Protectiong Mi.. 
John Frasert by Mr. Frank Hooley. Mr. Fraser felt that, 
p. rovisions under the 1973 Fair Trading Act were adequate. 
Hansardq 1975 - 769 27 Mayp 76, Col- 374 - 5- 

(31) See Board of Trade. Mergers: A Guide to Board of Trade 
Practicet H. M. S. O., 1969. 

(32) IRC. Report and Accounts, 1967 - 68. P. 12 - 13- 

(33) D. Brash, American Investment in Australian Indust=, 
Australian University Press, 1966 and A. E. Safarin 
Foreign ownership in Canadian Industryg McGraw Hill, 
: L966. 

I 

(34) J, Eq Dunning "Foreign investment in the United Kingdom", 
in I. A. Litvak and C-J. Maule Foreign Investment: The 
Experience of Host Countriesp Praegerp 1970t p. 241. 

(35) M. D. Steuer et. al., op. cit-p p. 165- 

(36) The Labour Party International Big Businessp October# 1977, 
p. 28. 

(37) The term Special Unit was not liked by many. In answer to 
a Parliamentary questiont Mr. Robert Sheldong Financial 
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Secretary to the Treasury in the 1974 - 79 Labour adminis- 
tration said "There is no special unit, but. an existing 
head office unit has been given the job of co-ordinating 
the approach of local inspectors of taxes to the assess- 
ment of the profits of multinational ompanies. " Hansard 
1976 - 77v 27 January# 77P Col- 758P ? 

Written Answ_e_rF7-, - 

(38) Hansardq 1975 76y 2 Augusto 769 Col 595 (Written Answer). 

(39) Hansardp 1978 79,9 Novembert 78, Col 315 (Written Answer). 

(40) J. Rooker M. P. in the Labour Party's International Big 
Businessp op. cit-9 P. 105. 

(41) R. Vernon Sovereignty at Bay: The Multinational Spread 
of U. S. Enterprisest Longmant 1971P P- 133. 

(42) C* Tugendhat The Multinationalsp Eyre and Spottiswoodep 
1971t P-37. 

(43) For a discussion of this see G. Me Yannopoulos and 
J. H, Dunning "Multinational Enterprises and Regional 
Development: an exploratory paper"q Regional Studiest 
10t 1976t P- 389 - 399- 

(44) Discussed in Chapter 7. 

(45) Me 3). Steuer et. al. 9 OP- cit.? P. 104. 

(46) Me De Steuer ibid. 9 p. 170. 

(47) Section 5-3 examines the opinions and attitudes of actors 
involved in attracting inward investment, that is, what 
Lindblom calls "proximate decision makers" or those who 
have to deal directly with foreign firms and implement 
government policies see C. E. Lindblom The Policy Making 
Processp Prentice Hallp 1968. 

(48) Unfortunately attempts to build up a picture of the views 
of the political elite was not readily obtainable. Some' 
personal interliews with M. P. s were made but a survey of 
M. P. s conducted in late 1979 was not fruitful. This 
exercise was undertaken in an effort to obtain a large 
enough sample to gain insight into shared attitudes and 
allow comparison of attitudes in relation to party 
affiliationg business background and interestsp type of 
M. P. (Backbench/Xinister)ý geographical regiont and type 
of constituency represented (in terms of the percentage 
of foreign investment and its volatility). A study similar 
to this and covering some of these elements was done by 
Stevenson in Canada. See G. ýtevenson "Foreign Invest- 
ment and the Provinces: A Study of Elite Attitudes" 
Canadian Journal of Political Sciencet7 Wt December 
1974t p. 630 - 647- 

(49) Hansardt 1965 - 669 12 July, 66, Col. 1196. 
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(50) Hansardt 1970 - 71,8 Junet 71P Col- 856. 

(51) The Timest 14 Februaryl 1975P P. 19t referring to a 
speech made by the Chancellor of-the Exchequer to the 
Diplomatic and Commonwealth Writeks Association on 13 
Februaryp 1975. When asked in the House whether this 
represented Government Policy the Prime'Minister said 
it didp Hansard 1974 - 75P 4 March, 75, Col- 366, 
(Written Answers). 

(52) Statement made in a speech made at the opening of a new 
plant in South Wales in Septemberp 19799 and quoted as 
indicative of the Government's view of foreign invest- 
ment by the Conservative Research Department. 

I 

(53) Hodges undertook a similar exercise of searching-Hansard 
for the discussion of foreign investment during the 1964- 
70 Labour Government see M. Hodges op. cit., p. 166. 
His results differ from those shown in Table 3-3 Without 
knowing the criteria he used-for what he categorised as 
'Parliamentaxy consideration and despite an unsuccessful 
atteppt to contact himq it was not possible to replicate 
and expand his Table. Andp furthermoret the survey of 
Hansard done in order to give a tabular over-view of 
Parliamentary consideration between 1964 - 79 did not pick 
up any Debates from index referencest even though Hodges 
refers to thirteen such Debates in 1964 - 70 alone. For 
the present study debates which could be said to involve, 
foreign investment were picked up by searbhing Hansard in 
a fashion hide bound by index referencing and these enter 
the discussion later but to have included these in Table 
3-3 would have led to inconsistencies. 

(54) The remaining eight questions were directed at Depart- 
mental Ministers in Employment (2)9 Prices and Consumer 
Affairs (3)9 Foreign Office (2) and Scottish Office (1). 

(55) Hansardq 1973 - 74t 21 Decembert 73P Col. 491 (Written 
jýswers)(and Hansardq 1974- 75t 30 January# 75P Col- 
497 -8 Written Answers). 

(56) Hansard 1974 - 759 14 Datober, 75j 061.69P (Written.. 
Answersý and HAnsArd9. -l975 -76,: 16 December-, 85i Col. 
617 - 18 (Wri 7tt -enAn; w-ers). 

(57) Hansard 1974 - 75t 11 F*bxuarY,, 75t Col. 89 - 90 (Written 
Answersý and similar questions in three other places. 

(58) Hansard 
'1 

1966 - 67t 12 July, 66, Col. 1169 - go; 
Hansardt 1968 - 69,18 Marcht 69, Col* 205 - 6; 
Hansardq 1970 - 71p 8 June, 719 Col. 856; 
Hansardt 1974 - 759 3 Februaryt 759 Col. 923 - 4- 
(Two stions). 

(59) 
_Hans 

ard,, 1974 - 75P 4 Marcht 75t Col- 366 (Written Answer). 
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(60) For examplev Hansardv 1970 - 71P 18 Februaryt 71t Col- 551 
(Written Answer); 
Hansardt 1978 - 799 2 April# 79P Col. 489 - 90 (Written 
Answery. 

Commons Standing Committee's Official Report Session 
1969 709 Vol. 5v Standing Committee Ht 5 Man 709 Col- 
423 4. 

(62) Mr. Edward Reath# Hansardq 1971 - 72t 2 Decembert 719 Col. 644- 

(63) For examples Mr. Dudley Smitht Secretary of State for 
Employments Hansardy 1972 - 73t 5 December, 72g Col- 359 
60 (Written Answer) and Mr. Clinton Daviest Under Secretary 
of state for Trades Hansardt 1975 - 769 27 Mayo 76p'Col. 
351 (Written Answer)-. 

(64) For examples Mr. Peter Walkers Secretary of State for Trade 
and Industryt Hansardo 1972 - 73t 12 Becemberg-72y Col- 105 - 
6 (Written Answer) and Mr. John Grants Under Secretary of 
state for Employments Hansardt 11 Mayo- 76, Col. 103 (Written 
Answer). 

(65) Hansardt 1971 - 72t 21 Decembert 719 Col- 1304. 

(66) Hansardq 1974 - 75p 13 October, 75P Col- 564 -5 (written 
U-swer). 

(67) Hansara, 1971 - 729 6 JulYp 729 Col- 746 - 7. 

(68) Hansard, 1972 - 73P 12 Decembert 729 Col. 105 -6 (Written 
Answer). 

(69) Hansardt 1976 - 77,6 Decembert 769 Col. 55 (Written 
ýR-Bwa-r-y- 

(70) &Lnsardq 1971 72,6 JulY. 72, Col- 746 7. 

(71) Hansardo 1975 76,1 -TUIY# 76, Col. 294 5 (Written 
Answer). 

(72) These are discussed later. See The Labour Party's 
International Big Business, op. cit. 9 and Statements to 
Annual Conference by the National Executive Committee, 
op-c -9 P- 39 - 46. This was subsequently approved at 
Conference in Brightont see The Labour Party's Report-on 
th_e 76th Conferencet 1977t P. 368. 

(73) J. Fayerweather op. cit. 

(74) For example, in the present study some politicians were 
found to have extreme views on foreign investment thus 
using an average opinion recorded as four on a continuum 
of one to seven as Fayerweather doesy fails to indicate 
the range of opinion. The figure four could have been 
derived from two equal sets of extreme opinion and not 
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necessarily by a clustering at the mid-point. 

(75) The results from four of Fayerweather's questionst two on 
overall opinions and two on specific aspects# are similar 
to those asked in later surveys in the present study and. 
are thus noteworthy. These questions asked of national 
legislators in Britain, are given with the results: 

(i) What do you believe is the net economic result 
of the operation of foreign companies in Britainý? 
They give more than they take = 1; They take more 
than they give = 7; Result: 3-8- 

(ii) How great an affect do you believe the operations 
of foreign companies in Britain have on )3ritain? 
Small =, 1; Large -' 7;, Result 5-0- 

(iii) Do you believe that foreign companies. in Britain 
are more or less willing to recognise. trade, 
unions than British firms are? More willing - 1; 
Less willing - 7; Result: 4-9- 

(iv) How do you believe the treatment of workers by 
foreign companies in Britain compares with that 
by British firms in respect of wages? Foreign 
firms: Better = 11 Worse - 7; Result: 2.6. 

The last two more specific questions do at least point 
to attitudinal positions that could not have been revealed 
by document searches and the like. 

(76) M. Hodges op. cit-9 p. 165 - 177- 

(77) Hansard, 1971 - 729 2 Decembers 71t Col. 644. 

(78) Hansardo 1972 - 739 18 Junet 739 Col- 19 - 21. 

(79) Hansardo 1966 - 67t 13 December, 669 Col, 242. 

(80) The Labour Party Report of the 76th_Conference, op. cit., 
P. 335 - 341- 

(81) The Labour Party International Big Business, op. cit. 

(82) Statements to Annual Conference by the National Executive 
CouLnitteep OP- cit-9 P- 39 - 46. 

(83) 

(84) 

(85) 

(86) 

ibid., P. 40 - 41. 

ibid. 9 p. 41. 

ibid. t P. 45. 

Labour's Programme and Europev The Young European Left, 
1974t p- 5- Underlined sentence is in heavy type in the 
originkl. 
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(87) The Labour Party Statements to Annual Conference by the 
National Executive Committeeg OP--cit-v P- 45- 

(88) category 1 companies are those with an annual turnover of 
over C50m in Britain. 

(89) The Labour Party Statements to Annual Conference by the 
National Executive Committeep Op- Cit-I P- 45 - 46. 

(90) ibid-P P. 43- 

(91) Hansardp 1976 - 77t 21 Junet 779 Cols- 1095 - 1104. 

(92) C. E. Lindblom op. cit-9 See footnote 47 above. 
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CHAPTER 4. THE ATTRACTION OF FOREIG14 IN-VESTY2ANT TO GREAT 
BRITAIN: Organisations and their techniques. 

4-0 Introduction 

It has been established already that the only concrete 

policy objectives of successive British governments has been 

to welcome inward investment.. Politicians have maintained a 
general consensus on this despite a small amount of left wing 
disquiet. With a consensual setting it could be assumed that 

policy would be clearly defined and coherent. In this and 
subsequent chapters evidence is presented in order to test out 
this assumption and to provide basic data on what is actuLIly 
being doneg and by whom, in order to attract foreign invest- 

ment to Great Britain. 

This chapter focuses on the bodies, and the individuals 

within themg that are the implementors of the governmentfs 

policy of welcoming foreign firms. These individuals are what 
Lindblom labels as "proximate decision makers"q that isq those 

who have to deal directly with and also implement government 

policies (1). The main difficulty in undertaking such a study 

is that although the policy of "welcome" is clearg there has been. 

no specification of actors and acts in which they must engage 
in order to achieve the desired results of obtaining foreign 

investment (2). With such a lack of direction the system that 

has actually grown up must be examined and an attempt must be 

made to ascertain and understand the methods being used. 
The initial aim was to Eather empirical : information on 

what various bodies were doing in the effort to attract foreign 

investment. Such findings provide the necessary bed rock for 

the present studyp as well as being of potential interest to 

the agencies concerned (especially in providing information 

as to what others are thinking and doing in terms of provision - 
and promotion)., The study may also be interesting to companies, 

especially foreign companies. They may benefit from indicators 

as to how-the system works, what opinions are held about themg 

and how they may expect to be treatedo par. ticularly in terms of 

assistance and incentives. ' 

To provide the basic datat surveys were undertaken to 
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obtain factual information and to find out the views of the 

relevant individuals in the organisations concerned. Interviews 

and postal questionnaires were us. ed for. this purpose (3). 

Questions used centred on promotional activitiesp structural 
organisational relationships and attitudes towards foreiEn in- 

vestors as held by policy implementors. The results of the 

surveys are spread through this and the next two chapters. In 

the present chapterv firstlyp a summary is madL- of basic 

organisational settings. Secondly, the methodologies used in 

obtaining data are outlined and the last section of the chapter 
begins to look at the results by examining the activities of 

the many bodies involved in attracting inward investment. 

Evaluation of the framework and techniques is a, ýtempted 

throughout this and later chapters. Both implementation and 

evaluation of policy are troublesome in that no explicit goals 

exist against which to judge results. Firstj it is difficult to 

say whether a foreign firm would have established in Britain 

with or without attempts at'attiaction. And 
, secondq evaluation 

in terms of the Government's "welcoming" policy may be hard to 

achieve given that the individual bodies concerned may be 

evaluating success on a basis exclusive to themselves org at 

least, different from an evaluation applicable to the national 

policy of "welcome". 

4.1 Organisational Setting 

In this section a. brief outline of the main bodies involved 

in the attraction of foreign companies is made. The actors 

examined range from the central Invest in Britain Bureau to 

Local Authorities. 

Great Britain 

The national organisation set up to attract. and assist in- 

ward investors is the IBB. This body was formed in 1977 out of 

the relevant sections of the Department of Industry that were 

handling inward investment. It remains part of the Department 

of Industry and so can provide definitive information including, 

on occasiong help in providing incentive packages most appropriate 

to firms. 
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A small staff of about 4,0 is supplemented by a large 

network overseas. It operates through the cOmmercial-sections 

of Embassies, High Commissions and Consulates - Genural, 

although contact can also be direct with the IBB in London. 

The staff in the overseas posts are Foreign Office appointed 
but the need for placing priority on certain countries is 

agreed between the IBB and the Foreign Office. 

The usual pattern of handling interested firms is for-the 

IBB to be informed of any contacts made by Consular offices. 

The enquiry is assessed and the IBB would probably become 

involved with the potential inward investor. A visit to Britain 

may be arranged and this would normally be handled by a regional 

oftice of the Department of Industry. Once an area: has been 

chosen the IBB generally hands over negotiations to the Depart- 

ment's regional office. 

The IBB represents Britain as awhole but has to abide by 

Government policies and so it has to encourage firms to go to 

Assisted Areas in preference to the non-Assisted Areas. Despite 

efforts towards equality of treatment, at least between areas 

receiving the same levels of assistance, the attraction of 

foreign firms is handled by many bodies in Britain (see Table 

4-1). and the existence of many such bodies may lead to im- 

balances in attention paid to various areas by foreign firms. 

Prior to in-depth study their sheer number may also provide a 

high potentiality of incoherence to the consensudl policy frame. 

Buto it would be premature to make judgements and first we must 

continue to look at the organisations concerned before we can 

begin to analyse the ways in which-they operate. 
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TABLE 4.1 Fore gn companies. Main bodies involved in their 
attraction, Lý00- 

Central Departments 

Department of Industry. 

Invest in Britain Bureau. 

Regional Departments 

Regional Offices of the Department of Industry in England. 

Scottish Office (Development and Industry) and Scottish Economic 
Planning Department. 

"Welsh Office (Industry). 

Subsidiary and linked bodies (statutory Development Agencies) 

Scottish Development Agency and Highlands and Islands Develop- 
ment Board. 

Welsh Development Agency (direct promotion mainly by the 
Development Corporation for "Wales) and Development Board for 
Rural Wales. 

Subsidiary and linked bodies (developm6nt associations) 

Devon and Cornwall Development Bureau. 

Yorkshire and Humberside Development Association. 

North West Industrial Development Association. 

North of England Development Council. 

Local Authorities 

County Councils (Regional Councils in Scotland). 

District Councils. 

Inter Local Authority Consortia (e. g. Co=ittees subdividing 
NORV=A, etc. ) 

Local Areas 

New Town Development Corporations. 

British Steel Corporation (Industry). 
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Scotland 

A number of bodies are involved in attempting to attract 
inward investment into Scotland. *The mast important is the 

Scottish Development Agency (SDA) set up in 1975. The main aims 
of the SDA are to develop the economyp secure employment and 
improve the environment. The SDA was given a very high degree 

of operational freedom. Amongst other things the SDA can take 

equity stakes in industryp can buildp lease and rent many forms 

of property and can give grants. In practice many of the 

activities that it can enter into have not been used but, in the 

maing the SDA has been busy making investmentsy building in- 

dustrial premises and improving the landscape. The agency tends 

to see itself as a catalyst to development. To others it is a 

merchant bankg a peans of public sector oyinershipp, and a 

Local Authority. To some extent it has characteristics of all 
three. 

The other development organisation special to Scotlandq 

the Highlands and Islands Development Board (HIDB)i pre-dates 

and is smaller than the SDA The HIDB is generally aiming to 

assist the small-scale industrial and commercial development 

of a region which generally lacks the infrastructure and large 

markets associated with larger scale developments. 

The main Government office dealing with investment and 
industry in Scotland is the Scottish Economic Planning Depart- 

ment (SEPD). Like other government departments the SEPD does-not 

produceglossy brochures. and enter into the marketing game. This 

is left to other bodiesy especially the SDA with which it has 

close links. 

The Scottish Council (Development and Industry) has also had 

an important role to play. Previously supported by government 
funds and now supported by a subvention from the SDA the role of 

the Council in attracting investment has gradually declined as 
the SDA has taken over more of the work previously done by the 

Council. The SDA has moved rapidly from being an organisation 

capable of only responding to enquiries, to be a very active 
body in the attraction of investment, involving itself in 
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missions, exhibitions and the like in an effort to attract 
inward investment. 

Wales 

The principal measures taken in recent years with the aimý 

of improving the objectives of industrial development in Wales 

have been the establishment of a Welsh Development Agency (WDA) 

in 1976 (with a remit very similar to that of the SDA) and the 

establishment of the Development Board for Rural Wales (DBRW) a 

year later. The WDA has been busy building factories, improving 

the landscapeg and providing finance. The "merchant bank" 

function of the IYDA has been particularly prominent. The-DBRW1o. 

activities are much lesser in scale (Just as the HIDB is in ' 

relation to the SDA)q being achieved mainly by building advance 

factories and industrial estates. 

The Iffelsh Office (Industry) oversees the activitiesof the 

subsidiary bodies such as the WDA and MBRW butq its main task 

is to act like a regional office of the Department of Industry 

so it does things such as provide information and datap write 

speeches for Ministersy and administer Selective Financial 

Assistance. 

The active bodies promoting Wales as an industrial location 

are the -tMA and the Development Corporation for Wales (DCW) 

which pre-dates the INDAq being founded in 1958. The XW acts 

as a specialist development association tending to focus its 

attention overseasq whilst the ", TDA focuses its attention moreso 

within the U. K. The DC17's funding comes mainly from the M. A 

(C2409000,1978/79) and the remainder is made up of contri- 
butions from industry and commerce (C55,000) and from Local 

Authorities (E409OOO). Small contributions also come from the 

DBRW (c5pOOO) and the Council for the Principality (E5,000)9 

the latter representing the District Councils in Wales. 

Obviously the IMA will have most say in the affairs of the DOW 

butq neverthelessp the DCVJ has the problem of serving more 

masters than one. This problem does not exist in Scotlandq at 

least in the sense that Authorities and bodies do not become 

members of the SDA9 it being financed centrally. However, the 

problem of many pipers paying for the tune is evident in the 

English development associations. 

, 162 



I 

Enpjand: The North rjest 

No Development Agency exists in the North West and consequent- 
ly local initiative and assistange frorý central government is 

probably greater than it would otherwise be in order to compena- 

ate for this lack. The main government body involved in industrial 

development is the Department of Industry's Regional Office. Its 

role is administrative and responsive leaving the North West 

Industrial Development Association (NOR77IDA)g established in 1931, 

to be the main body for promotion. NORIUDA's role id basically 

to attract investment by promotion and by lobbying centraI 

government, although the latter role is only a minor one. 

NORWIDA's membership consists of County and District 

Councils, Chambers of Commerceý Trade Unionsp infrastructural 

organisations (. e. g. banksg services and developers)y companies 

and M. P. s. Its membership is thus very broadly based and 

indicative of wide ranging contacts. NORWIDA is financed mainly 

by the Department of Industry (E1509000,1978/79)9 with the rest 

coming from Local Authorities (P-859000)t Chambers of Commerce 

and the like W9000). Expenditure is approximately halved 

between domestic and overseas efforts. 

England: The North 

The Department of Industry's Regional Office and the North 

of England Development Council (NEDO) are the two main bodies 

concerned with the economic development of the Northern Region. 

The Department of Industry's role is similar to that in other 

English regions. (that isp passive and responsive) and the NEDC 

does most of the promotional work for the region as a whole. 

The NEDC set up in 1961, is larger than NORVIIDA in terms of 

financep activity and staff (30 + compared to 13). It is active 

in attracting new industryg providing informationg and in 

generating exports by organising trade missions. The bulk of 

expenditure (90%9 1978/79) is on investment promotion activities, 

with trade missions being paid for by the firms themselves. 

Finance comes from the government (E2759000t 1978/79)9 Local 

Authorities (Z190900O)t and commerce and trade unions (C20,000). 
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The main Local Authority involvement is from the County Councils 

in the North East. Cumbriag although part of the Northern 

Standard Region, withdrew membership in 1978, in favour of 
being a member of NORWIDA. 

A division of labour between Organisations in the Northý* 

East has been brought about in recent years. The North East 

County Councils Association (NECCA)q set up in 19789 and con- 

13 isting of the County Councilsq negotiated with the NEDC to 

establish a clear relationship. The working arrangements be- 

tween NECCA and the NEDC gave the latter the role of providing 

publicity and of promotion generally in the effort to Iring 

about new employment opportunities. The working relationship 

NEDC has developed with the regional office of the Department 

of Industry is similar. The NEDC promotes# whilst the Depart- 

ment provides. information and steers. This division of labour 

is logical for the NEDC, it being outside the'eivil service and so 

constrained by government policies allowing_little freedom 

in promotional terms. On the other hand the Department of 

Industry is well placed to negotiatep steer and make deals with 

industry. The NEDC promotesy whilst the Department services. 

Despite apparent clarity of rojesq howeverp these developments 

have only become firmly established in the last few years. 

England - The Other Regions 

Only two other regions receive substantial amounts of 

assistance; Yorkshire and Humberside and the South West. Both 

regions sport development associations; the Yorkshire and 

Humberside Development Association (YEDA) and the Devon and 

, ornwall Development Bureau. (DCDB). The YHDA is similar to the 

. 
NEDC and NORWIDA but it operates along more modest lines. The 

DCDB is really just two counties that have decided to pool some 

activities and divide labour thus making their efforts greater- 

than could be achieved separately. 

The non-Assisted Areas are not without their problemsj and 

there are some bodies in those areas that are concerned with 

industrial development activities. For examplev In the London 

area we see desperate need for developing some inner areas and, 

in particularp the docklands. Consequently, London now has an 
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active Industrial Centre and a Docklands Development Organi- 

sation implementing development proerammese 

Great Britain: The Other Agen6ies 

To counterbalance the powers of the Scottish and Welsh 
Development Agencies with their equity participation and direct 
involvement in companies the National Enterprise Board (NEB), 

set up in 1975p has been given the role of a type of Development 

Agency for Englandq by the Conservative government elected in 

1979- Until then the NEB had possessed a U. K. role especially 
its large scale investments such as BL. However, it has always 
focused on regional investments in the North West and Northern 

regions where it possesses both regional boards and offices. 
The NEB differs from the Development Agencies elsewhere in 

that it is not actively stimulating inward investment and does 

not have a promotional role. It operates along the lines of a 
merchant bank possessing a portfolio of investments org as 
interpreted by some observersq it is an organisation for 

nationalising via the back door. In general its central focus 

is supportive and it assists industry in financiall exporting 

and advisory senses. It is a tool of industrial strategy also, 

and so sees itself as catalytic in the advancement of technology. 

The creation of the INMOS facility for microprocessor production 

and development is part of this remit. The NEB, howeverg has 

not taken an active part in foreign companies and may be seen as 
a body for promoting indigenous industrial advance. 

Another body, British Steel Corporation (Industry) Ltd. 9 
set up in 1974 as a-special- subsidiary of British Steel, had 

considerable interest in the attraction of industry. ESC 
(Industry) is operating in areas where the steel industry is in 
decline: Cambuslang and Motherwellq Hartlepooly Deesidet EbbV7 

Vale, Cardiffl- Irlam, Shelton and Newport with other areas being 

added to the list as further closures and run-downs occur. BSC 
(Industry) is promoting its areas vigorously and offering high 
inducements. Regional Development Grants and Selective 

Financial Assistance are being supplemented by loans from the 

European Coal and Steel Community and from the European Invest- 

ment Bankq as well as by training or re-training grantsv and by 
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the "topping up" of earnings. The BSC is acting as a pro- 

motional agency offering to "cut red tape" by working "hand in 

glove" with the agencies in the. field of industrial development. 

BSC (Industry) has not gone in. for active attraction overseas , 

but has asked the Steel Corporation's international contacts and 

the IBB to keep its interests in mind. 

Great Britain - Local Authorities and New Town 
Development Corporations 

Much of the onus for industrial strategy falls on Local 

Authorities and New Town Development Corporations despite the 

existence of the many active agencies described above. New 

Town Development Corporationsq particularly the more recently 

designated onest often have lar& scale development-plans with the 

concomitant need to attract substantial amounts of industry. 

The New Towns were, in many casest a conscious effort to set up 

growth centres in order to stimulate regional and local re- 

juvenation. 

The role of Local Authorities in industrial development has 

grown in a much less directed manner than that of the New Towns. 

Local Authorities thus vary significantly in the attention they 

pay to this topic. An Authority severely in need of development 

or one which has a projected plan for significant population 

growth is far more likely to be involved than one with relative 

stability. Of their own accord, and in terms of their local 

prioritiest Local Authorities have increasingly engaged in 

industrial development policies. Furthermore#' some directives 

and central government legislative acts have encouraged Local 

Authorities to get involved in industrial matters. Various Acts 

such as the Local Authorities (Land) Act (1963)9 the Inner Urban 

Areas Act (1977) and the various local Acts such as the Poit 

Talbot Act (1972) and the Tyne and Wear Act (1976) have encouraged 

Local Authorities to increase their involvement in industrial 

development. Despite thisq comprehensive studies of the in- 

volvement of Local Authorities have been few although interest 

has recently increased M- Some attempt is made here to redress 

that deficiency although most attention is on foreign investment 

specifically, both in keeping with the rest of the study, and 
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because a study focusing upon this aspect has not previously 
been done. 

4.2 Sources of Information: Interviews and Surveys 

The contents of the rest of this chapter and the two sub- 

sequent chapters rely heavily on a series of interviews and 

surveys undertaken in the summer of 1979. Having outlined the 

array of actors involved in industrial development in the last 

section it should be no surprise that key individuals in these 

bodies'were the subject of the interviews and surveys. This 

section is an interjection that brieflyp but necessarily, out- 

lines the approach adopted for the gathering of information. 

Early in 1979 requests for promotional literature were sent 

out to many Local Authorities in Great Britain(5).. The letters 

sent out also asked about the willingness of the Industrial 

Development Officer or his equivalent to participate in a future 

interview programme. Results were'encouraging and an interview 

programme was arranged for the summer months. Table 4.2 shows 
how many interviews took place, and wherep broken down by region. 

It was decided to concentrate further studies on the 

Assisted Areasp which by very definition need to attract invest- 

ment. lion-Assisted ýr. egions were seen to be much less involved 

in industrial development so only one such regiong the South 

East, received further attention*and became a very rudimentary 

comparative "control" (6). 

TABLE 4.2 Region where interview took place. 
110. Ji 

Wales 9 21 

South East 6 14 

Scotland 10 23 

North Tiest 9 21 

North 9 21 

The majority of interviews (56/G,, ) were with officers in Local 
Authorities (see Table 4-3) but the purpose was to have dis-- 

cussions in as wide a range of agencies as possible. An attempt 
was made to visit the regional office of the Department of 
Industry in each region as well as visiting the main regional 
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quango(s) concerned with industrial development. New Towns were 
also considered as important in that they often appeared to be 

considerably active in the promotion 4nd attraction of invest- 

ment. These bodies and the Local Authorities visitedl were 

chosen from the favourable replies received in response to 

initial enquiries. Those visited were therefore not just the 

most activel but were from amongst those most amenable to 

helping with further research. Stricter controls on selection 

could not be achieved given that time, cost and willingness to 

be interviewed were all constraining variables. 

TABLE 4.3 Type of agency where interview took place. 
ITO. % 

Government Department 4 9. 

Quango 7 14 

New Town Development Corporation 8 19 

Non-Metropolitan County Council 8 21 

Metropolitan County Council 1 2 

Non-Metropolitan, District Council 11 26 

Metropolitan District Council 4 9 

TOTAL 43 100 

Note: Local government in Scotland differs from that 
in England and Iffales. In this table Scottish 
Regions are subsumed under the heading of Non- 
Metropolitan County Councils and Scottish 
Districts under Non-Metropolitan District 
Councils. 

There being no standard title or department for the specific 

officer with responsibility for industrial development in each 

agency the individuals interviewed also varied in terms of their 

job category. In many authorities more than one officer partici- 

pated in the interview but Table 4.4 lists only the main res- 

pondent. A major note of caution that must be recognised at the 

outset is that except on factual questions the respondents could 

only be considered as giving their own subjective views con- 
ditioned both by their functional responsibilities and their 

occupational niche. Factors such as the length of time in the 
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job and the giving of answers that were "expected of them" were 
also problems. By targetting the individual as best possible it 

was usually not too difficult to pick on individuals who, in the 

past, had had direct experience of dealing with foreign companies. 

TABLE 4.4 Job category of interviewee. 

Officer, 1 "o I 

Industrial Development 21 49. 

Planning Department 6 14 

Estates Surveyor Department 8 18 

Public Relations 1 2 

Research and Economics Department 5 12 

Policy Unit 2 5 

TOTAL 43 100 

The interview schedule that was used is set out in 

Appendix A. This schedule of questions was reduced and altered 
for a postal questionnaire (see Appendix B). The reduction of 
the interview schedule to a size suited to postal application 

was achieved with extreme difficulty. The postal questionnaire 

was made easy to complete andq as short as possiblep in an - 
effort to ensure as high a response rate as possible. Some of 
the more interesting questions were consequently omitted as 
they were only Considered suitable for use in interviews. One 

drawback with the shortened questionnaire was the possible 

appearance of superficiality. The in-depth personal approach 

yielded an understanding of local conditions thus putting 

responses into context, but a short postal questionnaire could 

not pretend to do such. Howeverp the postal questionnaire did 

fulfil its aim of data provision. 
In the interview programme questions covered basic in- 

formation on activity in industrial developmentg promotional 

activitiest provision for incoming firms9 views on foreign 

investmentp and a flexible schedule of questions relating to 

specific interviews. Some of the questions as set out in 

Appendix A were not asked as they were inappropriate to 
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particular respondents. The postal questionnaire concentrated 
to a greater extent on promotional activitiesp organisational 

relationships and opinions on foreign -investment. The existence 
of two overlapping surveys means that the results herein often' 
differ in size of sample. 

The full postal questionnaire was sent to all Local 

Authorities and New Town Development Corporations that had not 
been covered in the interview programme in the five regions 

concerned. The only exception to complete coverage was in the 

South East where only a third of the non - Metropolitan Districts 

were sent questionnaires. The interviews and a small pilot 

survey (7) had identified low activity rates in this region. 

TABL@ 4-5- Postal questionnaires sent out. 

New Town 
D. C. , 

Non-Met. -, Viet. 
goRn 2ý. tZ g2untl, 

Non-liet. 

-District. 

Met. 
Diýýt iI 

TOTAL 

Wales 0 6 32 38 

SeEe 
(excl. 
London) 4 10- 32 46 

Scotland 3 7 - 51 61 

N. W. 2 1 1 18 3.3 35 

North 1 3 1 22 3 30 

TOTAL 10 27 2 155 : L6 210 

The response rate from the postal questionnaire was . 
pleasing. A similar but much more general survey on Local 

Authorities and industrial development was recently completed 
by the Urbed Research Trust in conjunction with the Association 

of Industrial Development Officers (8) 
. This study entailed 

the sending out of questionnaires to 300 Local Authorities. 

This generated 119 responses, a response rate of 51%'j' with 39%, 

of the. 119 being-usable. The response rate achieved in the 

present survey was Eood in comparison. The response rate was 
66ý, ', with a usable response rate of 455% (see Table 4.6). A 

certain number of questions were not answered as often as othersl 
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however. For instancev many were cagey about budgets butg even 
herep there were surprisingly few problems. Most questions Were 

answered even if in some cases the lack of involvement of the 

Local Authority concerned meant that questions asked of them 

were somewhat peripheral and obtuse.. 

TABLE 4.6 Responsesi Postal questionnaire to Local Authorities 
I and New Town Development Corporations. 

Total : Numbe Kum eýr - - Returned Used Not us ed Response 
Late Respons "Not involved" 

KtUonje 

Wales 21 17 2 2 55 

S. E. 33 15 2 16 72 

Scotland 46 28 3 15 75 

N. W. 23 20 2 1 66 

North 16 14 2 0 53 

TOTAL 139 94 11 34 66 

When the personal interviews held in Local Authorities and 
New Town Development Corporations (32 cases) are combined with 
the usable responses to the postal questionnaire (93 cases) (as 

was possible for many of the questions) the usable response 

rate climbs to 52/06. Tables 4.7 and 4.8 give details of the com- 
bined results. 
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TABLE 4-7 Responses: Local Authorities and 
New Town Development Corporations. 
Combined results of interviews 
andpostal questionnaires ýy region,. 

Usedresponses Relative Frequency, % 

Wales 23 52 18 

S. E. 20 40 3.6 

Scotland 34 50 27 

N. W. 27 73 22 

North 21 50 17 

TOTAL 125 52 100 

TABLE 4.8 Responses: Local Authorities and 
Nlew Town Development Corporations. 
Combined results of-interviews 
andpostal questionnaires-by 
type of authority. 

- F_ 
No. 

New Town Development Corporation 14 11 

Non-Metropolitan County 18 14 

Lietropolitan County 2 2 

Non-Metropolitan District 77 62 

1,, I, etropolitan District 14 11 

TOTAL 125 100 

The results of the surveys are outlined in this and the 

next two chapters. Results that are presented numerically or 

as a percentage refer only to Local Authorities and New Town 

Development Corporations and they have either been obtained 
by personal interviews (N=32)9 postal questionnaires (N=93) or 

a combination of the two (N=125). The 11 number on each table 

identifies which group(s) of respondents are being referred to. 

The interviews involving other organisations are referred to 

extensively in the text but, are not recorded in the Tables 

presented. They are seen as highly relevant to the analysis 
because they include important central and regional bodies 
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involved in industrial development. 

most of the findings of the surveys are reported herein. 

Some of these are peripheral to the specific focus on foreign 

investment but do give background to overall polisy and settiýg. 

For completeness# findings which provide what may seem rather 

mundane results are reported for the adage that one man's 

platitude is another man's revelation seems-highly relevant. 

In the last analysis much is interpretation relying on the 

author's own judgement. 

4.3 Attracting Inward Investment 

4-3 M General ketivity and Expenditure 

The amount of promotional activity is to some extent 

region related. In the South East region very little activity 

was found except in some coastal Local Authorities. Kent and 

East Sussex Counties and some Districts in these Counties and 

Essex were found to be involved in promotional activites. 

Thesep howeverv are very limited activities and virtually 

always domestic to Great Britain or more, often little beyond 

the local area. The activities comparet nevertheless, to the 

least active Local Authorities in the Assisted Areas. The 

promotional activities of New Towns such as Milton Keynes in 

the South East were, however, on a par with the New Towns in 

the Assisted Regions. Thus certain of the later - desipated 

New Towns in the South East are clearly in a game dissimilar to 

that prevailing in the South East and are more akin to the 

newer New Towns throughout Britain. London and some London 

Boroughs (which were not part of the surveys) are active in 

promotion. A commonly held belief in London and the surrounding 

areas was that Regional Policy was seen to go against their poten- 

tial to actively promote their own development. Certainly this 

area is attractive to firms not least because it is part of the 

golden triangle of downtown Europe (9). Certainlyt frustration 

with not being able to promote the areas fully and having to 

turn away industry was a characteristic commonly found in the 

South East. On the other hand many areas could do very little 

even if completely free to attract for they are subject to acute 
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land shortaaesp limited scope for industrial expansion, and 
restrictions imposed in terms of Structure Plans and the 

Green Belt. 

In the Assisted Areas it is a different story. Promotional 

activities are more common throughout the whole gamut of - 
Authorities and bodies. The Development Agencies and develop- 

ment associations spend much money and effort to this end (see 

Table 4-9)- 

TABLE 4-9 Approximate spending of Development 
Agencies and Development Associations 
on promotional activities. Financial 
year 1278/79 (including salaries). 

NEDC C5009000 

NORWIDA C2509000 

DCW C3509000 

SDA Figure not separable. (. 1) 
"Guesstimate" - C112009000 

WDA C600,000 

The SDA's expenditures for 1979/80 are given as 
C6529000 in the U. S. A. p C197POOO in Europe and 
C14POOO in Japan plus the expenditures leaking 
from other programmes. See Select Committee on 
Scottish Affairs Inward Investmenty Session 
1979-BOP Vol- 19 ho. 769p H. M,. S. 0.925 August, 
19809 para. 5.10. 

In analysing the spending on Promotional-activities it is 

difficult to pinpoint exact expenditure. The figures in Table 

4.9 would probably be considered as inflated by the agencies 

concernedp and salaries are included in the approximations. 
Local Authorities and New Town Development Corporations vary 
in what items they included in their promotional budgets, 
(although salaries are generally excluded) so Table 4.10 

outlining their figures can only give an impression. Taking 

the mid-point figure in each of the categories in table 4.10 
(first category 9500; last 92009000 for ease of calculation) 

we can approximate that the hundred and thirteen Authorities 

and Development Corporations replying to this question spend 
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over two and a quarter million pounds collectively. This means 
that on top of the approximated LEM million pounds spent by 

the main Development Agencies and devqlopment associations the 

Local Authorities and New Town Development Corporations are ' 

probably spending two to three times that much again. When one 

adds expenditure by other bodies such as BSC (Industry)9 the 

Yorkshire and Humberside Development Agency and the Devon and 
Cornwall Development Bureau the figure mounts and this is even 
before the spending of the Department of Industry's Invest in 

Britain Bureau and Consulate work is added. The cost of Con- 

sulate work is practically impossible to separate but the 

direct cost of the IBB was put at C3509000 for 1977 - 789 

including salary costs and an assessment for superannuation, 

accommodation and common services (10). 

TABLE 4.10 Provision made for promoting Local Authorities 
and New Town Development Corporations to 
industrialists. Financial ear 1978/72 
Tor nearest year available). N= 125 

No. ýo Cumulativejý 

No budget to C1,000 35 33 33 
E19001 E59000 13 12 45 
C5,001 E109000 19 18 63- 
C109001 C159000 6 6 68 
E159001 C20,000 7 7 75 
; C20,001 E50,000 16 15 88 
1: 509001 CIOOVOOO 7 7 96 
clootool - E150POOO 0 0 96 
Cl50sOOl and ab. ove 4 4 100 
Question not answered 18 - - 

TOTAL 125 100 100 

The above estimations may be inaccurate in that the 

budgets may cover more than it is possible to call industrial 

promotion. As well as this a common faulty best warned against 

at this junctarep is that once aggregate figures are used in 
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this way the implicit reaction may be to Jump to the conclusion 
that wasteful duplication is occurring without examining what is 

actually being done with the sums being spent. Some may be 

wasteful and duplicatoryg although duplication, by definition, - 

can only become evident when considering more than one case. 
Thus in its own terms an authority cannot be duplicating effort 

ando even if it accepts that others are doing the same thing it 

can always claim to be doing something'exclusive in the context 

of its own spatial concerns and responsibilities. Perhaps the 

more important issue is not whether too many are doing the same 
thing but whether what they are doing is being done well and 

efficiently. These issues are only mentioned here to reduce pre- 

judgement of the situation. The issues of duplication and 

competition are considered later and In much more depth. How 

well industrial development and promotion are being done are 

referred to throughout the study in an effort to reveal how the 

marketing of areas# sites and premises is being achieved and how 

improvements can be made. 
Still referring to budgets it seems useful to give some 

clearer idea of who is spending what and where. On a regional 

basis much smaller budgets are devoted to industrial promotion in 

the South East where BLO/6 of Local Authorities spend less than 

C1,000 annually. In the Assisted Areas the Velsh authorities 

spend the leastp this being largely a function of the snall 

size of Local Authorities and that Wales has only one major New 

Towns Cwmbran. New Towns generally spend most on industrial 

development (see Table 4.11) whichprobably explains why they are 

the most coy about disclosure-on spending. Thirty-five per 

cent of the responding New Towns chose not to disclose the size 

of their budget compared with a fourteen per cent non-response 

rate to that particular question on all usable questionnaires. 
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TABLE 4-11 Promotional Pudget and Authority Type. 
11 = 125 

Development 
Corporation 

CounýZ 
Council 

District 
Council 

No budget to C19000 4 30 
givool - f-59000 1 12 

f, 5tOOl - ElOtOOO 19 
EIOqOOl - E15POOO 1 5 

L15POOl - Z20,000 2 5 
t20fOOl E50,000 2 8 6 
00001 ElOOVOOO 5 2 
ElOOP001 - E1509000 
E150POOI and above 2 1 1 

questions not answered 5 1 13 

TOTAL 14 20 91 

I 

The New Towns in general operate in the top league for 

promotional activities. Some of the most active, such as Milton 

Keynes spend over C350., 000 per annum. The County Councils then 

come behind the New Towns in the spending leaguep most spending 
between Z20pOOl and E50000- One County Council was found to be 

in the top'bracket for spending and surprisingly the respondent 

giving this figure expressed the view that despite high spending 

their record was abysmal. On the other handq some Counties 

barely enter into industrial promotion and these are mainly, 

though not exclusivelyp in the South East. Apart from one 

District whiuh was described as "desperate for development" the 

Districts are generally third order in promotional terms9 many 

virtually opting out of the promotional game. 

In his survey in 1978 Falk (11) asked Local Authorities 

about their annual budget for industrial development, whilst 

the question asked in this study refers to promotional budget 

only. Compared to the present study he found fewer spending 

E5,000 and under (320/o as opposed to 459/ý, in this study) and many 

more spending 91009000 and over (26% as opposed to 4c/j). In 

general it is to be expected that th6lindustrial development 

budget will be higher than the promotional budget and it would 

be wrong to think that the figures in any way indicate a decline 
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in promotional activities. Since Camina (12) asked about 

advertising budgets in 1972 there has been a definite increase 

in expenditure on that aspect. Other indicators such as number 

of Industrial Development Officers and committees for dealing 

with industrial development re-emphasise thiso and are outlined 
later. In all there has been considerable growth in activity 

and, in fact, Forester (13) was making a highly pertinent point 

when in 1979 he described the effort being expended by local and 

regional authorities in trying to attract new jobs to their area 

as possibly "the fastest growth industry in Britain. " 

Llany authorities have been getting into and are planning 

to enter into promotional activities. Converselyp a handful of 

authorities expressed the view that they saw the effort to 

attract industry as outmoded. The strengthening of the existing 

industrial base and supporting and assisting local industry is 

seen 'as the best central focus by the latter group. Nevertheless 

most authorities try to play local support and attraction roles 

simultaneously but the financial restraints placed upon them 

clearly prevents promotional activities in some casesq and 

especially with regard to attracting foreign investment. As 

one Local Authority officer put it: 

"The attraction of foreign investment by a 
borough council with limited resources can be 
both too time consuming and unproductive. In 

order to make best use of resources this council 
is concentrating its efforts on the expansion of 
industryq the encouragement of small firmb and the 

attraction of specific types of industry from out- 
side the boroughp best related to location, 

communicationsv skills and existing industries. " 

Such succinct views on policy were rare in Local Authoritiesq 

many paying little attention to what was in need of doing in 

relation to their specific locality. Often behaviour was seen 

to be imitative and thus related to doing the most visible 

things su,:. -h as advertising. One cause of this, discussed later, 

is that Industrial Development Officers or Industrial Develop- 

ment Committees often feel they have to do something which can 

be seen to have been done. Unfortunatelyp however, newspaper 

advertising and commissioning expensive glossy brochures can 
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soon eneulf budget allocations, which may have been better spent 

elsewhere. 
The view held in many of tho more sophisticated Industrial 

development departments, particularly in the New Towns, was that 

unless there is a preparedness to both spend a lot of money and 

employ individuals with marketing skills then viable promotiont 

particularly overseas, cannot be conducted. It is clear that 

many Local Authorities cannot get involved in such expensive 

activities. Hence there is a tendency by some to leave promotion 

to better endowed agencies covering wider spatial areas than 

themselves. Unfortunately, some Authorities have done this but 

have been so displeased with the outcome that they have turned 

full circle and re-entered the promotional game. (The general 

topic of satisfaction with agencies is a subject for later 

discussion). 

A typology of possible behavlours for New Towns and Local 

Authorities could be summarised thus: 

Level of Industrial Reliance on Other 'Likely Example 
Development Activities Agencies 

Do little or nothing Generally Highest Small Districts. 

Assist and encourage 
local industry 

Attract industry from 

other parts of G. B. 

Attract foreign 
investment Generally Lowest 

Districts 
(especially in 
Assisted Areas)p 
and Counties. 

Counties and 
some Districts 
(both in Assisted 
Areas). 

Counties 
(especially in 
Assisted Areas) 
and recently 
designated New 
Towns. 

This typology is too neat and can serve only as an abstracted 

generalisation. In many cases the attraction of industry is an 

unshakable first priority. The view often held is that advance- 

ment can only be job led. In practicep however, whether 

promotional techniques are employed or not shows considerable 
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variability. Different areas may have extremely similar problems 
yet take very different approaches. For instancet in Creater 

Manchester Countyq Salford doespractigally no promotion, 
whilst Oldham is heavily involved. 9 even going so far ap poster- 

campaigns on the London Underground. The behaviour of other 

authorities is often ad hoc and idiosyncratic: 
. 

"The budget may not be separable but the Chief 
Executive can always get the money for industrial 
promotion if he wants it. " 

"The Managing Director's philosophy is personal 
contact. Money spent on personal contacts is far 
better than indirect promotion. He is it. lie 
sells it. " (14) 

]Priorities, philosophies and budgets vary, but not iieces3arily 

in relation to an objective indicator of need. 

Typical budgets cannot be given accurately butp nevertheless, 

some examples of what might be the major budgetary breakdowns may 

prove useful. Here are a few examples based on actual findings, 

but given hypothetically, in order to retain anonymity: 

Three hypothetical budgets for industrial development 

(A) Five year old New Town in Development Area. E 

Advertising 909000 
Exhibitions/Miscellaneous 40,000 
Literature 30,000 
Direct Mail 5,000 
Travel/Subsistence 55POOO 
Industrial Development Employees 13U9000 

TOTAL. 350,000 

(B) Medium sized County in Development Area. 

Advertising 20,000 
Exhibitions/Miscellaneous 7,000 
Literature 109000 
Direct Mail 19000 
Travel/Subsistence 29000 
Industrial Development Employees 6o, ooo 

TOTAL 1009000 

(C) Medium sized District in Development Area. E 

Advertising 2,500 
Exhibitions 500 
Literature 10000 
Local Directory 500 
Industrial Development Employees 89000 

TOTAL 129500 
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The budgets for industrial development are heavily biased 

towards promotion, although employee costs are also hiah. 

Progressive budgetary restraints'on Looal Authorities in recent 

years, have assisted the movement towards higher expenditure ori 

employees relative to other items of industrial development 

budgets. This may catalyse further movement away from 

promotional activities to more specific non-promotional local 

activities. In many cases-this would be most welcome in that 

professional assistance to the local firm may be the most use- 

ful role that Industrial Development Officers or their equiva- 

lent could fulfil. Certainly some have yet to realise that the 

attraction of industry is only likely to be successful with 

large budgets. Few would claim a small scale programme could 

achieve significant resultap although there have been exceptions 
(15)- 

4-3(11) Promotional Activity: Use of the media, advertising 
and 2romotional documents. 

It is worthwhile examining publicity documents and advert- 

ising as it forms a major part of the expenditure on industrial 

development. The publicity relating to specific areas aboundsp 

yet much of it could be described asp at bestp mediocre. Only 

a few of the larger authorities and Development Corporations 

employ professionals with expertise in marketing and very few 

employ in-house advertising experts. Many Local Authorities 

use advertising agencies (M69 N= 32). but th. e agencies used 

are often not very suitable. Most of those Local Authorities 

employing agencies for purposes of industrial promotion employ 
the agency that the Local Authority uses in generalq and 

advertising agencies are often used because they cost nothing. 
(Advertising agencies often receive a percentage take from the 

media concerned). To overcome the possibility of an agency 

determining policy many authorities restrict the freedom of 

advertising agents to design and layout functions. Other 

problems which may occur when using advertising agencies 

are time lags and low client knowledge. Whilst the advert- 

ising agencies may be quick at exploiting current trends 
, 
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and getting them into campaigns for major clients they are not as 
inclined to do so for a Local Authority or New Town client. 
Unless the Local Authority or Development Corporation seizes 
opportunities and then briefs the advertising agency quickly, 
the opportunities will be missed. In Peterlee New Town, for 

example, one of their companies won the Sunday Times Export 

Award just as Star Wars was majoring in national advertising. 

The Development Corporation seized the opportunityl linked the 

two andt had a spoof advertisement in the press within a week. 

Local Authorities are rarely able to be so flexible and act so 

quickly. The basic restraints on advertising and publicity are 

basically budgetary and with such budgetary constraints it is 

important that the best value for money is achieved. - Thisq once 

again, can only be attained by adopting a professional approach 

with definite and clear views of objectives. Unfortunately this 

is found very rarely and any useful techniques tend to be picked 

up either accidentally or by non-professionals who put them into 

imitative practice. 

Although definitions of marketing varyt'few Local 

Authorities recognise the fundamental tenet of marketing 

recognised by Peter Drucker: 

"marketing is the central dimension of business. *,, 
there is only one valid definition of business 
purpose; to create a customer. " (16). 

The basic inputs to the marketing approach that need to be 

recognised are the need to identify targets, the need to under- 

stand and provide for customer wants and needs in the context 

of what is most suitable and desirable for the areaq all this 

being achieved and understood by market research. With such 

a strategy the customer should be provided with a product which 

almost sells itself. Even the smallest Local Authority should at 

least attempt to avoid waste by clearly understanding what it is 

and should be doing. If it then concludes that it is incapable 

of achieving its aims the Local Authority should make sure some 

other body does it for them. It may be better to let a regional 

body do the spadework and then climb on their backs'. Ana it must 

be remembered that all these points about efficient marketing are 
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even more pertinent when attracting foreign companies. 
Reliance on umbrella bodies for much of the marketing 

whilst conducting actual sales through Local Authorities and 
other local bodies may be a viable organisational. setting. A 
body which purports to represent a. whole region can only really 
be in the marketing game. The region may contain a hundred sites 

or factories suitable for a firm but it only wants one. In an 

effort to represent all and to avoid steering firmsp regional 
bodies-such as the English development associations have to 

restrain themselves from selling. For the Department of 

Industry and the Development Agenciest steering is a possibility 
that is legitimised by Regional Policy. 

In all theny Local Authorities are often making a poor job 

of advertising and-using promotional literature. Financial con- 

straints obviously contribute to many deficiencies. Some of the 

small authorities that have entered into corporate advertising 

are wasting money that should be going on selling specific sites* 
Some of the highly expensivep glossy promotional literature will 

certainly do little to help attract industry. The glossy bro- 

chures that are produced are often pleasing to. local officers 

and councillors and hardly anyone else. Admittedly the glossy 

productions are often not meant to be solely aimed at attracting 
industrialists but are merely a recent manifestation of the old 

style Town Guidest and to be fair to those that do go in for this 

type of documentp the vast majority of respondents viewed them 

as only supportive gloss to accompany specifid information 

tailored to and sent out to the enquiring firm. 

All promotional agencies, most New Towns and many Local 

Authorities produce publicity literature and enter into adver- 
tising. Tho; e generated by the central agencyt the IBB9 contain 

a guide on how to go about investing in Britain and general facts 

on Britain. The Development Agencies and development associa- 
tions send out generally an even wider range of more glossy inior- 

mation which is matched in amount by some New Towns and Local 

Authorities, though in the latter publicity documents range from 

good to abysmal. All document packages tend to cover the same 

topics. Generally the contents include information ont 
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i) Communications 

ii) The environment 

iii) Recreation and ; Leisure fa6ilities 

iv) Housing 

V) Community and e'ducation facilities 

vi) Public utilities 

vii) Details of existing industry 

viii) The incentives availablep useful contacts and 
general facts and figures 

ix) Sites and premises available 

Both advertising and publicity documents seek'*either to 

pass on facts or dispel mythsv sometimes by even creating alter- 
native myths. Merseysidep for instancep tries to overcome the 

reputation of being a hotbed of industrial unrest and an adver- 
tising slogan used by them is: "Merseyside - forget the myths - 
find the facts. " The SDA9 likewise try to overcome the image 

of Scotland's peripherality by emphasising the marketing poten- 
tialities in Scotland? Britain and Europe when working from a 
Scottish base. 

Plagiarism and unoriginality abound in promotional docu- 

ments and advertisingg just as they do in general techniques. 

The better agenciesp for instancet were very secretive about 
their activities and felt they had to keep many steps ahead of 
their imitators. Plagiarism makes similarity of approach so 

common that the impact of advertising (often done in journals 

crammed full of similar advertisements) would seem limited. 

The same could be said for many information packages that are 

sent out to industrialists. They are probably given little 

more than bin room. 
The impact of advertisements can only be very limited and 

much of the effort expended is probably a waste. An individual 

may be familiar with a country and consider setting up a plant 
there but will he have heard of small towns or cities? A Mid- 

, Vest American businessman has probably heard Of little more 
than England, Scotland and London in the U. K. and even the 
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international businessman could probably identify little more 
than a handful of British cities. The argumeni is a rather 
tautological one for the promotional c. ampaign may be aimed at 
getting across a name in the first place. However, it is un- - 
likely to succeed unless done on a large scale and in a pro- 
fessional manner. The numbers of agencies doing the same thing 

is huge and it would be impossible for the businessman to 

assimilate them all presuming that he ever wanted to do so in 

the first placel Only those bodies'prepared to devote most 

effort and finance to promotion would get anywhere. Further- 

moret such advertising on its own would probably be inadequate 

without personal contact with the targets in the context of a 
long term programme. 

It may be legitimate to promote large and readily known 

and identifiable areas such as Britain or Scotland for chances 

are that they have already been heard of. Alsot large areas 

such as these are capable of generating or being provided with 
the necessary finance that is simply not available to smaller 

areas such as Local Authorities. The Industrial Development 

Authority for Ireland with its one contact point and single 

national promotional agency approach is often upheld as the 

ideal modelo Despite these views the case for a multi-agency 

approach may be valid and this is subject to analysis in subse- 

quent chapters. Howeverp the point to be stressed at this stage 
is that much advertising has beeng and continues to beg-rather 

wasteful butt then againt its intrinsic value'cannot be dismissed 

out of hand. Try telling Kellogg's that they no longer need to 

advertise Corn Flakes or try telling Heinz that if "Meanz Ileanz 

Heinz" they also no longer need to keep telling everyone* 

In spite of the drawbacks of advertising it is widely used 
by Local Authorities and Development Corporations. Eighty-nine 

-per cent of Local Authorities and Development Corporations 

(N = 125) responded that they made use of the media for adver- 

tising and promotiono In the South East only 4VI'v were involved 

and so if they were removed from the data set 96016 of responding 

Local Authorities and New Towns in the Regions receiving some 

Assistance were making use of the media. The only Authorities 
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found not to be making use of the media were two non-Yetropolitan 
Counties and twelve non-Metropolitan Districts. The amount of 
advertising being done has increased since Camina's Survey (17) 

in 1971- She found only 559% of County Councils (83ýL in Devel4- 

ment Areas)t 47Yo of County Boroughs (7009 21916 of lower tier 

Authorities (35%) and all the, Development Corporations were 

advertising. Falk's research (18) revealed 77% of all Authori- 

ties to be organising exhibitions and publicity and 74% were 

publicising vacant property. This differentiation is useful for 

many of those using the media for promotion were involved in 

attempting to sell property or sites. The function of this sort 

of advertising, providing it is done properly, is legitimate as 
it serves the purpose of improving the market knowledge for an 
industrialist considering a locational move. Howeverv manyl it 

was found, were involved in "corporate"p blanket or global adver- 
tising in an effort to get or keep names known. Less were in- 

volved in sectoral advertising specific to local needs, Very 

few Authoritiesp it, seemedp had clearly thought through the de- 

tails of advertisingv that isp what was the message to be given, 
how often and to whom. 

The Development Agencies and development associations are 
involved in a considerable amount of promotional activity. They 

and the IBB are most active in foreign promotional activities in 

particular. Half of the Local Authorities said they left all 

overseas promotion to other agencies such as these. This is the 

commonly held logic as one Local Authority Ofhcer put it: 

"We leave overseas promotion to the_DCW. We've 
restricted finance'overseas and have to depend on 
them. 

, 
From a cost point of view we cannot do it; 

we lack the expertise and experience necessary. " 

The impression given by many is that if their Local Authority had 

the finance then it would promote overseas. The limited budget 

was the factor mentioned most often as a reason for not 

promoting overseas and not that they were satisfied with other 

bodies doing the job on their behalf. (Satisfaction with the 

bodies concerned is discussed in Chapter 6). The squeezing of 
Local AuthDrity finances may seem the answer to curtailing action 
but the problem is that such squeezing as is occurring at present 
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actually seems to lead to higher budgets bring allocated to 

industrial development which is so desperately needed in times 

of recession. There may also be increasing impetus to increase 

overseas promotion as fewer opportunities for persuadirg re- 
locations in Britain arise with degeneration of British industry. 

Sixty-three (50%9 N= 125) Local Authorities and New Towns 

said they were aiming promotion at foreign firms specifically 

and using foreign media in the process. Very few of the 

Authorities in the South East were involved. In all the regions 

receiving Assistance over half the Authorities were aiming 

promotion abroad using foreign media (see Table 4.12). 

TABLE 4-12 Local Authorities and New Town Development 
Corporations aiming promotion specifically 
at foreign firms using foreign media by 
region. -N = 125 

Not doing so 
No. jL12w 

Doing so 
No. 

Wales 10 43 13 57 

South East 16 80 4 20 

Scotland 14 41 20 59 

North West 12 44 15 56 

North 10 48 11 52 

TOTAL 62 50 63 50 

The New Town Development Corporations are the most active 

in promoting overseas with thirteen of the fourteen in the 

survey doing so. Seventy-five per cent (15) of the Counties 

were active in this field and although only 32% (25) of the non- 

Metropolitan Districts were promoting overseas 71% (10) of the 

Metropolitan Districts were doing so (see Table-4-13). The 

higher degree of involvement by Metropolitan Districts than by 

ordinary Districts appears to be a reflection of the former's 

more desperate need for industryg consequently allowing higher 

budget allocations. Table 4-14 shows that there is a strong 

relationship between Authority budgets and involvement in 

promotion aimed at foreign companies. 
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TABLE 4 -13 Local Authorities fLnd New Town Development 
Corporations aiminp promotion specifinally 
at foreipn firms and using foreign media 
12. Y-type of 

TLuthority. 
t= 12 5 

Not doiU so, 

. now No. ow 0 
Doing so 

No. 

New Town 17 13 93, 
County 5 25 15 75 
Non-Yetropolitan District 52.68 25 32 

Metropolitan District 4 29 10 71 

TOTAL 62 50 63 50 

TABLE 4.14 Local Authorities and New Town Development 
Corporations aiming promotion at foreign 
firms and using foreign media by size of 
promotional budget. N= 125 

Not 
No. 

doin so 
Row 

Doing so 
No. R2w 

No budget to 1: 19000 33 94 2 6 
ripool - Z59000 8 62 5 38 
E59001 - r-109000 9 47 10 53 
C109001 - E159000 2 33 4 66 
P159002 - C209000 2 29 5 71 
C20,001 - C509000 3 19 13 81 
C509001 - C1009000 1 15 6 85 
C1009001 - Z150POOO 0 - 0 - 

and above 0 0 4 200 

TOTAL 58 54 49 46 

missing cases 4 22 14 78 
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If this survey revealed sixty-three Local Authorities and 
Development Corporations promoting overseas then at a rough 

estimation probably sixty more from outside the survey's remit 
are doing likewise. This approximation is based on the assump- 
tion that those Authorities in non-Assisted Areas are less in- 

volved in promoting overseas than those in the Asisisted Areas* 

If we add the Development Agenciesp development associationsp 

the IBB and BSC (Industry) we probably reach a total of a hun- 

dred and thirty bodies involved in promoting overseas. Only a 
few of the total are involved to any considerable and signifi- 

cant degreet these being mainly central and regional bodies, 

many New Towns and some larger Local Authorities. Furthermorep 

the number involved appears to be declining. A num, 
* 
ýer of 

Authorities said that they used to promote overseas in the past 
but now left it to other bodies. This is particularly the case 
in Scotland and Wales since their Development Agencies have 

grown in importance. A counter trend is occurring; some of the 

Authorities late to get involved in industrial development are 

considering moving into overseas promotion. It seems quite 

common for authorities to get involved and then pull out of 

overseas activities having experienced little success. Many, 

howeverl feel they have to continue attracting foreign investment 

because they have at least-to be seen to be making full efforts 

at attracting industry. And foreign investment does seem to 

have growth potentialg the logic being that British industry is 

in decline and for growth we have to therefore look elsewhere. 

Certainly the results of the study on the amount of new employ- 

ment created in manufacturing industry between 1945 and 1965 

(see Table 3.2) shows that foreign investment accounted for about 

a fifth of the increase. The concentration of foreign investment 

in certain local areasl and especially the New Towns, also gives 

impetus to the view that foreign investment can be an important 

method of achieving development. The perceived possible local 

benefits, rather than the nýtional benefitsp will persuade Local 

Authorities and Development Corporations to try to secure foreign 

investment. 

it is difficult to say what priority is being given to 
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attracting foreign firms by various bodies. To some extent 
the Development Agencies and development associations treat it as 
high priority, this being due largely to their self image of 
their role as performing this task on behalf of the Local 

Authorities in the -area. Promotion overseas is expensivep and 

even if afforded a higher budget than for indigenous Promotion 

this does not necessarily mean higher priority. The attraction 

of a large multinational company does bring more public glory 

than the setting up of a local small business but despite a 

certain amount of backbiting between ihdividuals and agencies 

wishing to take the credit the prevailing mood seems to be that 

any growth in investmentg no matter how achieved, is welcome. 

4.3(111) 'Promotional Activity: TechniýLues used iTi attractin 
foreign firms compared to activity in Britain 

Having taken an overview pf some promotional activities, 

it seems necessary to try and find out who is advertising what 

and wherej and compare indigenous with foreign activities* The 

first differentiationt as already mentioned, is that many more 

authorities involved in advertising were doing so in Britain 

than they-were overseas. Within Britain a higher degree of 

selectivity regarding the medium to use in relation to the tar- 

get to be reached seemed evident, but this is probably just a 

reflection of being more able to understand the possibilities in 

Britain in comparison to overseas. Some of the bodies were able 

to understand both indigenous and overseas advertising and mar- 

keting frameworks although this understanding often required 

overseas officerst agents or advisers in order to overcome the 

all too easy trap of replicating methods successful in Britain 

that are not necessarily capable of transfer into the overseas 

context. 
Press advertising has been used by 7(YZ (78v N= 125) of the 

authorities making use of the media in general for advertising 

purposes yet only 21ýj (13) of authorities using foreign media 

have used the overseas national press. Although the tendency 

is to use only the quality press such as the Financial Timesj 

The Times or Die TIelt9 there is a problem of whether selectivity 
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is sufficient, which is even more important in relation to the 

high cost of national advertising (19). 

TABLE 4.15 Local Authorities and New Town DevelODment 

Corporations making use of the national press 
for promotion. N= 125 - 14 (not using media 
for promotion) therefore N= Ill and for 
foreign N= 125 - 62 therefore N= 63. 

Pational Press Foreipn National Press 
Not Using Using TuUsing Not Usin Using %Using 

Development 
Corporation 2 12 86 6 7 54 

Counties 2 16 89 13 2 13 

Non-Metro. 
District 26 39 60 21 4 16 

Metro. 
District 3 11 79 10 0 0 

TOTAL 33 78 70 50 13 21 

The national press in foreign countries is only used by some 

authoritiesp and all of these spend over C209000 annually on 

promotion. Thus, using the foreign national press is largely 

the domain of the Development Agenciesp development associations, 

and New Towns. All the bodies advertising in the foreign 

national press indicated a preference for the respectable and 

specialist financial press though most saw advertising in trade 

journals as more beneficial. 

The local press is widely used in Britaing usually for 

advcrtising sites or premises. Eighty-eight (79%, 11 = 111; 

70/0'og N= 125) Local Authorities and New Town Development 

Corporations using the media for promotion were usinG the local 

pressq although only eight (13%, N= 63; 6%, N= 1251, of the 

agencies using foreign media for promotion made use of the local 

press abroad., These eight authorities were again amongst those 

spending over C20,000 annually. Their approach see-led to be to 

target specific industrial areas or to promote an impending 

visit by an agency. 
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TABLE 4.16 J, ocal Authoritien and New Torn Developnent 
Corporations making use of the local 'Press for 
promotion. 
N= 125 - 14 (not -using madia for promotion) 
therefore N= Ill and for foreign N= 125 - 62 
therefore N= 63. s 

British 

NLt Usia 

local 

_L 
Ls n 

press 
%Using 

Foreign 

Not Using 

local p 
E2inj 

ress 
ý. U_ejnE 

Development 
Corporation 3 11 79 9 4 31 

Counties 3 15 83 14 1 7 

Non-Nietro. 
District 16 49 75 23 2 8 

Metro. 
District 1 13 93 9 1 10 

TOTAL 23 88 79 55 a 13 

Trade and specialist journals are widely used for the 

promotional activities of Local Authorities and New Towns in 

Britain (90 cases; 81%9 N= 111; 720%) N= 125). The reason for 

concentrating advertising here is that the targets are found to 

be more specific than advertising in the press andv the costs are 
often lower. Many authorities were content to advertise in the 

-business location journals such as the Estates Gazette 

or the Business Location File although many felt that the more 

specific trade journals were more fruitful because the ceneral 

location journals were not read so often by businessmen as were 
the specific Journals with which a businessman needs to remain 
familiar. An indicator of the perceived utility of advertising 
in trade journals is that advertising in journals is the media 

most widely used by bodies advertising overseas (31 cases; 49ýj', 

N= 63 25% N= 125)- However, the journals most widely used 

were the more general business and business location journals 

such as Business 'Veek and Area Development. The bodies with 

specific targetting policies were most likely to use journals 

with narrower and more specific readerships. Such an authority 

would be more likely to advertise in a West German pharmaceutical 

journal than a general business news publication. 
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TABLE 4-17 Local Authorities and New Town Development 
Corporations making use of trade and 
specialist journals for promotion. 
14 =125 - 14 (not using me41a for promotion) 
therefore 11=111 and for foreign N=125 - 62 
therefore 11=63- 

British trade and 
specialist journals 

Not Using Using %Using 

Foreipn trade and 
specialist journals 

Not Using Using %Using 

Development 2 12 85 3 10 77 
Corporation 

Counties 4 14 78 8 7 47 

Non-Metro, 13 52 80 15 10 40 
District 

Yetro. 2 12 86 6 4 40 
District 

TOTAL 21 90 81 32 31 49 

Camina's study (20) in 1971 asked Local Authorities about 
their use'of Press advertisiAg for promotion in Britain. She 

found 62% to be using the national pressr 52Yo the local press 

and 60,04 trade journals. Although in the intervening period 
there probably has been an increase in those using such adver- 
tisingg the increase in use has not been great in terms of the 

number of authorities engaged in the activity, howeverp the 

amount being done by each one has probably increased con- 

siderably. Camina did not separate British and foreign adver- 
tising although the latter probably increased to a far greater 

extent than the former for she only found a few councils making 

specific reference to the foreign press in questionnaire res- 

ponses (21). 

The use of television and radio for promotional purposes is 

rare. Indigenously use of such media was found to have been 

made by only nineteen Local Authorities and New Town Development 

Corporations (17%f N= 111; 15ý5' N= 125). Most of the authori- 

ties were using local radio and mainly as'a Public Relations 

exercise. Thus some relatively low spenders were involved in 

this activity. On the other hand only a few authoritiesp all 
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from amongst the large spendersp were found to have used tele- 

vision. For Instancep Strathclyde Region used a television 

campaign in the London areat whilst NQRWIDA used a series of 

sixteen thirty-second slots on the North west's regional 

stationp Granadaq in January, 1979 (22). Using television and 

radio overseas has been rare and only two casesp both New Towns 

with large budgetsp were found. 

TABLE 4-18 Local Authorities and New Town Development 
Corporations making useof television and 
radio for promotion 
T1 = 125 - 14 (not u; ing media for promotion) 
therefore N= Ill and for foreign N= 125 - 62 
therefore N- 63- 

British T. V. and Radio Foreign T. V. and Radio 
Not Usin Using %Using Not Using Using %Us 

Development 12 2 14 11 2 15 
Corporation 

Counties 13 5 2P 15 0 0 

Non-?. ', e tro 56 9 14 25 0 0 
District 

Metro. 11 3 21 10 0, 0 
District 

TOTAL 92 19 17 61 2 2 

Camina found that television and radio played very little 

part in advertising (23). This has been changed by the advent 

of local radio although the use of television-is still rare* 

The use of television and radio. overse'as has'not been'explored 

greatly and although expensive should not be overlooked by the 

wealthier bodies involved with promotiong for it can have great 

impact particularly if it is combined with other promotional 

techniques* 

At the other end of the scale direct mailing is a highly 

selective method of disseminating information that is often 

used. Sixty (54%9 N= 111; 4E% N= 125) authorities said they 

were using direct mailing techniques in Britain. Direct mailing 

overseas is used almost as often as advertising in foreign 

journals. Twenty-eight (44%t N= 63; 22%, N= 125) cases of 

using direct mail to companies abroad were recorded. 
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TABLE 4-19 Local Authorities and New Town Development 
Corporations making use of direct mail for 
promotion. 
Ny = 125 - 14 (not using media for promotion) 
therefore N= 1119 and for foreign N= 125 - 62 
therefore N= 63. 

Direct Mail in Britain Direct Mail Overseas 
Not Usin %Using Egin Not Using Rsin Usin& 2ý__ 

Development 2 12 86 3 10 77 
Corporation 

Counties 7 11 61 9 6 40 

Non-Metro. 36 29 45 17 8 32 
District 

Metro. 6 8 57 6 4- 40 
District 

TOTAL 51 60 54 35 28 44 

The usefulness of direct mailing as a technique provoked 

mixed feeling amongst respondents. The key variable seemed to 

be the quality of the mailing list. Those who were merely 

using undifferentiated lists of all companies in an areaq or 

listings such as the top five-hundred companies in a country 
tended to find the technique not to be useful* Such approaches 

yield few responses. Companies often regard the letters and 
documents as junk mail which receives little more than a cur- 

sory glance on its way to the bin. One County Officer said 

that his authority had sent out a thousand mailings to U. S. 

companies on one occasion and that the exercise had yielded 

only two repliesy one of which was a request to be taken off 

the mailing list! Howevert there can be no general rule* 

Another County used direct mail shots on a similar general 

list yet were not displeased by lo w returns for if of the few 

returns one eventually led to a company establishing then the 

whole exercise had been successful. 

Direct mail needs precise targetting. The sophisticated 

and precise listing of targets is the major prerequisite to 

optimum success. Many larger authorities, New Torns and agen- 

cies go to great lengths to produce-such lists so these bodies 

are often the ones that are most successful in using direct 
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mail. The success is only partially dependent on hitting the 
target for the next most important factor is the quality o, f the 
information sent. The key is to senda relevant messac; e and 
proposition irrespective of whether the aim is long term % 
awareness or the sale of a specific property. 

Overseas direct mail is often essentialp particularly to 

advertise visits, exhibitions and seminars. Selection of 
targets will be spatially related and a route often used is 

to work with local Chambers of Commerce. Surprisingly less 

rigour in compiling listings for overseas targets than for 

indigenous ones was often evident: 

"Yest we use direct mail overseas. Which ones? 
well it's an ad hoe system. We use lists that 
appear in overseas directories with cut off 
criteria relating to jobs and product. We don't 
use concerted sector campaigns - just manu- 
facturing and engineering. " 

"'We just get names from the Compass trade 
directory and base mail on size of company 
and non-heavy industry. " 

These comments made by members of large development organi- 

sations during interviews indicate a general lack of rigour 
in selection. Better selection may entail more effort but this 

is more beneficial than wasted effort at a later stage. Certain 

New Townsq in particular# were much more rigorous in their 

approach to direct mailing. They often linked the present 

industrial setting to future needs and undertook searches for 

industry with links to existing industry and also searched for 

particular types of industry narrowing them down by meeting 

criteria such as certain profit levelst export levels to Europe 

and Britain and so on. This approach in Peterlee New Town is 

obviously beneficial; 

"Every subsequent direct mail operation has learnt 
from its preceding one. Our response rate has 
improved every time we have done a direct mail 
operation as we have statistically compared results 
and improved on the basis of them. And, of course, 
as we have built up contacts, revisited and revisi- 
tedp so our mail order needs have declined. " (24). 

The only learning done by some authorities is that the 

: L96 



failure of a poorly executed direct mail shot has ensured that no 

more are attempted. Howeverv with improvements direct mail can 
be useful and an extremely good way of. building up a one to one 

relationship which is difficult with the more general advertis-* 
ing approaches. 

An alternative route to building up contacts is via 

exhibitions and seminars as a form of promotion. Very few 

Local Authorities and Vew Towns set up their own exhibitions or 

seminars but they often participated in those organised by the 

IBBt the Development Agencies and development associations. 

Within Britain thirty-four (31%, N= 111; 275,66t 14 = 1ý5) Local 

Authorities and New Towns were active in exhibitions and nineteen 
(17%ut N= 111; 15%, N= 125) in seminars. Overseas the 

respective numbers are eighteen (29ciL, N= 63; 14yop N= 125) 

and four (6%9 N- 65; 3OX9 N= 125). 

TABLE 4.20 Local Authorities and New Town Development 
Corporations inaking use of exhibitions for 
promotion 
N= 125 - 14 (not using media for promotion) 
therefore N= 111 and for foreign N= 125 - 62 
therefore N= 63- 

Exhibitions in 'Britain Exhibitions Overseas 
Not Usin Using ýMsing Not Using Usin 5. Using 

Development 
Corporation 5 9 64 8 9 39 

Counties 10 8 44 9 6 40 

Non-Metro. 
District 51 14 22 19 6 24 

Metro. 
District 11 3 21 9 1 10 

TOTAL 77 34 31 45 18 29 
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TABLE 4.21 Local Authorities and New Town Development 
CorporatiOnsmakinC use of seminars for 
pronotion 
14 = 125 - 14 (not using media for promotion) 
therefore N= Ill and for-foreign 11 = 125 - 62 
therefore N= 63. 

Seminars 
Lot_i! gin 

in Britain 
Es ing 5Wsing 

Seminars 
Lot Usip 

Overseas 
sla 21sin;, 

Development 
Corporation 7 7 50 11 2 

. 
15 

Counties 14 4 22 13 2 13 

Non-Yetro. 
Districts 59 69 25 0 0 

Metro. 
Districts 12 2 14 10 0 0 

TOTAL 92 19 17 59 4 2 

Exhibitions are often marred by "too many fishing after 
too few fish" as one Local Authority Officer described the 
Sunday Time "Business to Business" exhibition. Foreign 

exhibitions such as the Hanover Fair were mentioned as being 
just as susceptible to such problems. 

Seminars tend to mean those organised by the Department 

of Industry which often relate to particular industries or in- 
dqstrial applications such as the use of microprocessors in 

manufacturing. Overseas seminars tend to mean those organised 

specifically by the IBB. All the regional agencies and 

associations are invited to participate in th6se and represent- 

atives of these bodies usually attend themselves ort on 
occasion, send along representatives of Counties or Districts. 

The seminars-are usually wfth businessmen often invited in co- 
operation with a local Chamber of Com; merce. (One general 

exception to the usual routes of contact is Japan where the usual 

route is through banks who are interested in companies consider- 
ing moving overseas for they want to be involved in financing 

the operation). At the seminars the main speakers are often 

ofMinisterial rank who are sometimes followed by other individ- 

uals cone 
* 
erned from particular organisations. The whole process 

is an attempt to 
. 
dispel myths and build contacts, -the latter beine 
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followed up by invitations for further discussions and visits 
to Britain. 

Considered on a regional basis (see Table 4.22) the type of 
media being used varies quite substantially. For promotion * 

within Britain the aggregate figures indicate that over 95% of 

respondents in the Northy North West and Scotland are using the- 

media for promotiong with 'Wales 87% and the South East 40/%. 

Unfortunately these figures do not indicate the range of activi- 
ties in which the authorities are involved. In other words some 
authorities may be using the media just in terms of the local 

pressy whilst others are using several different types of media, 

so if the percentage using each form of media are combined and 
then divided by the number of response categoriesq we obtain 

some indication of the actual relative level of the use of the 

media (25). By this disaggregationt recombination and division 

technique we find the authorities in Scotland and the North West 

to be the most active with scores of 60 and 59 respectively, 

then Welsh and Northern authorities with scores of 46 and 47, 

and lastly the South East with 28. These figures give an indi- 

cation of the quantity of advertising and promotion emanating 

from each region's Local Authorities and Development Corporations. 
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TABLE 4.22 Type of inedia used for promotion in Great Britain 
and overseas by Local Authorities and I'lew Town 
Development 6orporations by region of authority. 
N= 125- 

Percentage making use of media. 'Overall 
Wales S. E. scot. N. W2 N 

-Within Britain 

Media used for 
promotion 87 40 97 100 95 ill 
National press 6o 46 88 78 55 78 
Local press 65 45 85 85 95 88 

Trade journals 75 64 85 90 80 90 
T. V. /Radio 10 18 12 33 10 19 
Direct mail, 60 36 58 56 50 60 
Exhibitions 25 0 46 37 20 34 
Seminars 5 0 30 26 5 19 
Other 20 9 - 18 ý1 15 17 
Combined 320 198 422 414 330 
Activity Ratio(l ) 46 28 6o 59 47 
Overseas 
Media used for 
promotion 48 15 47 44 38 63 
National press 25 13 31 20 8 13 
Local press 25 13 6 7 17 8 
Trade Journals 50 38 63 40 50 31 
T. V. /Radio 0 0 '6 7 0 2 
Direct Mail 42 13 69 33 50 28 
Exhibitions 25 38 50 20 6 is 
Seminars 0 0 18 7 0 4 
Other 8 -0 19 27 8- 9 
Combined YO 175 115 262 171 141 
Activity Ratio(l ) 25 16 37 24 20 

(l) See text for explanation of how this is derived. 
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For foreirri promotion, in particularg the disaCCregation, 

_, 
recombination and division technique reveals findings that 
differ to some extent from the original set of figures obtained 
from the question on the use of foreign media for promotion. 
By the recalculation method we find Scottish authorities to be 

, most active with a score of 37Y followed by Wales (25)y the 

North West (24)9 the North (20) and the South East (16). This 

gives some indication, although only in an approximate sense, 
of the relative amount of promotion from each region's Local 
Authorities and New Towns that is being received abroad. 

There is considerable variation in the use of individual 

media types or techniques by region as set out in Table 4.22. 

Numbers involved are often quite small and so it would be mis- 
leading to use significance tests but, neverthelesso general- 
isations can be made even if somewhat tentatively. Table 4.22 

sets out the findings and only a few of the more outstanding 

points require comment. In generalt authorities in the South 
East are least active so comparisons here are confined to the 
four Regions where Assistance is given that are being consider- 

ed. First then, for promotion in Britain advertising is most 

strongly orientated locally in the North and least in Wales. In 

all cases in Britain advertising in the local press is more 

widely made use of than the national press, except in Scotlandp 

and this result may be due to a questionnaire fault in that by 

"national" the Scottish respondents equated this with Scotland 

not Great Britain. Television and radio are used more in the 

North West than elsewhere and this seems to be due to the 

importance of commercial : radio locally. It is difficult to 

see why exhibitions and seminars are more widely mentioned in 

Scotland and the North West. Localised imitations as was seen 

with aspects of industrial development may be important. One 

specific possibility is the SDA's and NORWIDA's readiness to 

involve local Authorities in their own activities. 

The number of authorities involved in foreign promotion are 

even smaller and so findings are even more liable to interpreta- 

tive error. Perhaps the most notable factors are the high use 

of trade and specialist journals and direct mail (particularly 
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, 
in Scotland) and the concentration on these methods Plus exhi- 
bitions when compared to the figures for promotion within Great 
Britain. 

4-3(iv) The Targets of Promotional Activity Overseas 

We have seen what techniques have been used in promotiong 
now we can see where efforts are being directed In terms of 

countries and. sectors. 
Just over half the Local Authorities and blew Town Develop- 

ment Corporations said they were focusing attention on specific 

aI ountries(see Table 4.23)- Of these most focused attention on 
the U. S. A. This reflects the historical tendency for large 

amounts of investment to emanate from the United States and may 
be some indicator of the relative ease and suitability of an 
American focus in that they use the same languagep or, should 

we say, nearly the same languagep for some authorities such as 
the NEDC9 have produced American versions of their publicity 
documents and advertisements. Most other attention is on Furopep 

Scandinavia and Japan. 

TABLE 4.23 Local Authorities and New Town Development 
Corporations focusing promotional attention on 
specificcountries. Nm 125 

Number % of total N ý6of those using 
Using foreign media 

one or more states 63 50 100 

U*S*Ao 37 30 57 

France 12 10 19 

Germany 26 21 40 

Other E. E#C. 13 10 20 

Scandinavia 17 -14 26 

Other European 
State(s) 4 3 6 

Japan_ 17 14 26 

Other state(s) 4 3 6 
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The Development Agencies and development associations tend 
to have similar promotional foci overseas. These bodies and the 
better organised Local Authorities and-Development Corporations 

also tend to enter into sector-specific activities. 
-arid. not jus; 

country specific ones. Unfortunately many bodies are ill- 

equipped both in terms of staff and expertise to concentrate on 
a, country or sector-specific activities. One Industrial Develop- 

ment Officer focusing attention on the U. S. A. or Japan can hardly 

cover all possibilities and so there has to be a balance struck 
between spreading and concentrating activities. The more pro- 
fessional agencies do botht but place a definite emphasis on 

concentration. They tend to choose targets by countryg indus- 

trial sectorp and then the firm and the specific inaividual to 

be contacted. This choice can either involve intense study and 

ground work or just involve an ill-considered and often emula- 
tive decision to try a few targets. In the case of the care- 
fully considered the needs of the area in particular relation 
to what it has already got in industrial terms is the crucial 
first order concern. The sectors most often avoided thus turn 

out to be heavy industry and industries in an uneasy state such 

as textilese Most authorities were interested in electronics, 

computing, and chemicals-based and related industriesp although 

general engineeringg service industries and foodg drink and 
tobacco were also mentioned. 

Many of the smaller agencies were only following the trends 

evident to them by past inward investment. In some cases res- 

pondents felt their options to be foreclosed. A Scottish civil 

servant suggested: 

"There can be no focusy we just follow the trends. 
Europe is pretty much saturated by British organi- 
sations trying to attract firms and German and 
French firms are concerned with proximity factors 

such as South Wales and Heathrow. The U. S. we 
hammer hard to follow up what we have alreadyl and 
we're making inroads into Japan. " 

Predicting future investment patterns is an important con- 

sideration for knowing which countries and sectors to concentrate 

upon. Prediction cannot be totally scientific and so speculation 

2"03 



is inevitable. Many stick to their past success. For examplep 
Scotland's foreign investment is three quarters American (see 

Table 2.16) and so there is a conscious effort to continue to 

attract more. Other agencies do this for other states such as* 
Japan even though in this case past investment is minimal (see 

Table 2.1), and in no region does it exceed more than 2% of 

ýtotal foreign investment. 

Most attention is paid to the U. S. A. by the various authori- 
ties in Scotland and Wales (see Table 4.24). The SDA and DCW 

are also working hard in the U. S. A. and spend a good deal of 
time pushing forward their "national" identities. Both agencies 

are heavily involved in promotion and visits to the U. S. and 
both employ agents there. NORWIDA and the NEDC are"involved in 

similar, if less adventurous activities in America and the 

Local Authorities and Development Corporations in these regions 

are not as highly involved as their Scottish and Welsh counter- 

, parts. 

TABLE 4.24 Local Authorities and flew Town Development 
Corporations focusing attention on specific 
states by region.. -N= 125. 

I Wales S. E. scot. N. 71. N. TOTAL 

Vocusing 
attention 
on specific 
states 10 6 20 19 10 65 

U. S. A. 8 1 15 9 37 

France 3 3 1 4 1 12 

GermanY 4 2 9 8 3 26 

Other E. E. C. 3 3 2 4 1 13 

Scandinavia 2 0 5 5 5 17 

Other Europe 0 0 3 1 0 4 

Japan 2 1 5 6 3 17 

other State(s) 2 0 1 1 0 4 

Attention on the U. S. still continues even though there has 

been only slow growth in investment from America since the mid- 
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2960's (see Tables 2.2 and 2-3), but neverthelessv in volume terms 

U. S. investment still continues to be very important to Britain 

although severe do,. imturns in the dollar, high unemploymentr and 

cheaper exports from the U. S. have contributed to a stay at home 

mentality of late. 

Attention to investment from the E. E. C. has increased 

, rapidly over the last decade as have investments(see Tables 2.1 to 

2-3). Paying attention to European states is important because in 

contrast to Briti'sh and American practice "the foreign sub- 

. sidiaries of Continental enterprises in 1971 were located first 

and foremost in Europe" (26). All the major agencies concentrate 

, candderable effort on European states and Table 4.24 indicates 

that the states in question are also the concern of the Local 

Authorities and New Towns. In terms of the number of these 

authorities involved the most -p6pular- single. Zuropean state 
is Germany (mentioned by 40 authorities)*followed by other E. E. C. 

states (20) and France (19). '-The-sheer-economic success of Webt 

Germany tends to be the major factor attracting agencies and 

authorities to Germany* Howevert Germany has been exporting over 

2.5 billion dollars of direct investment annually over the last 

six or seven years (27) and Britain has failed to secure much of 

this. Most respondents suggested that the Germans exhibit caution 

over British labour relations problems and one respondent was 

particularly despondent regarding his authorityts failure to 

. secure German investment concluding that the "Germans are too 

cautious to invest in the Western outreaches. "* 

The concentration on France and other E. E. C. states is much 

lower than that on Germany (Table 4.24) and tends to exhibit some 

regional variation in terms of the Local Authorities and New Towns. 

The attention to France and other E. E. C. states is highest in the 

South East, Wales and the North Test (Table 4.24). Little atten- 

tion is paid to these states by those authorities in the Nor- 

thern Region and Scotland (Table 4.24). Geographical relation 

probably has a bearing on this with Germany obviously being made 

the exception as a result of its elevated economic status. The 

attention paid to Scandinavian states also probably exhibits 

some distance decay as indicated by the present locational 
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concentration of Scandinavian firmsp with IlYv of all foreign 
investment in the Northern Region (Table 2.18) and 5% in Scot- 
land (Table 2.19). This goes fa; towa2ýds explaining why acen- 
ciesp associationst and authorities in these two regionst and - 
to a lesser extent in the North Westp are concerned with attract- 
ing Scandinavian firms* 

The first ripples of investment from Japan have caused 
many authorities and agencies to move into promotion activities 
with regard to Japan. Attracting firms from Japan has become 
important to authorities that have already gained Japanese firms 

'and 
many of the New Towns are also involved (see Table 4.25). 

The view held by many is that Japanese firms fear European pro- 
tectionism and consequently wish to seý., up in the E. E. C. The 

low cost of Britain appears to hold most appeal but the labour 

relations problems have to be played down as much as possible. 
Making contacts with Japanese firms via the media has proved 

very difficult. The usual approach is to meet and discuss 

opportunities with Japanese businessmen. To get such a meeting 
the contact channel has usually been the banks who set up meet- 
ings as they are keen to become involved in financing. 

TABLE 4.25 Local Authorities and New Town Development 
Corporations focusing attention on specific 
states by type of authority. 11 = 125. 

New Town 
Dev. Eorp. 

Count Non-Met. 
Dist. 

Yet. 
Dist. 

TOTAL 

Focusing attention 
on specific states 12 14 28 11 65 

U. S. A. 12 8 15 2 37 

France 3 3 4 2 12 

Germany 9 6 7 4 26 

Other E. E. C. 5 2 6 0 13 

Scandinavia 5 5 5 2 17 

Other Europe 1 1 2 0 4 

Japan 8 4 4 1 17 

Other state(s) 1 0 2 1 4 
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Attention to other states in the E. E. C. tends to be on the 
Netherlands, Belgiump Denmark and, occasionallyp Italy. Outside 
the E. E. C. Spain, Finland and some Middle East states are often 
mentioned. Little interest is directed elsewhere despite in- 

creases in foreign investment from many other states such as 
those in the Commonwealth (see Tables 2.1 - 2-3). 

The New Towns tend to be the best endowed and most capable 
of the authorities surveyed and the countries upon which they 
focus attention are some indicator of which countries provide 

'the most potential (see Table 4.25). Quite often bodies have 
found themselves with readily exploitable benefits. Peterlee 
has used its contact with the Japanese company NSR to set up 
200 contacts in Japan. Likewise the DCW has found many contacts 
in Japan and agencies in the Northern Region have built upon 

. close links with Scandinavia. Other authorities tend to follow 
the lead or decide independently to focus attention on the same 
group of states. A handful of authorities decide consciously 
to avoid the lemming like approach by targetting different 

countries and sectors and so they want to know what their com- 
petitors are doing. This contributes to a general uneasiness 
about secrecy and confidentiality as witnessed previously with 
regard to promotional campaigns. 

Further indications of where attention is focused may be 

given by considering the 69 (N = 125) authorities that produce 

publicity documents and literature in foreign languages. (Most 

other authorities rely on making tailored translations as and 

when necessary). In generalp the most used language for pro- 

motional literature from Local Authorities and New Towns is 

German (48 cases) (see Table 4.26)t with French next (35)9 this 

probably reflecting the traditional approach to translating into 

French as a second language rather than relating to the degree 

of concentration of promotional activities on that state. 

French, neverthelessq is useful in other European states and in 

Canada. Japanese literature is rapidly increasing in use and is 

currently used by fifteen of the Local Authorities and New Towns 

in the survey. Scandinavian language documents are produced by 

nine such authoritiesq these being mainly in the Northern Region. 
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Other languages used in documents include Spanish, Italian, 
Russian and Arabic. The Development Agenciesp development 
associationsp and the IBB use a wide range of languages in their 
promotional materials* 

TABLE 4.26 Local Authorities and New Town Development 
Corporations using foreign languages in 
promotional materials. N= 225 

Number 
Using 

Relative 
Frequenc 

Adjusted 
Frequency 

One or more 
foreign language 69 55 100 

French 35 28 51 

German 48 38 70 

Danish 2 2 3 

Other, E. E. C. 
language 8 6 12 

Scandinavian 
language 9 7 13 

Japanese 15 12 22 

Other lang7uage 2 2 3 

Languages used and comments on attentional focus are useful 
indicators of activity. Some of the most active bodiesp how- 

evert go much further and employ overseas officers or agents. 
The IBB# howeverv do not need to be involved with agents and 
officers because the framework for such activities already 

exists. The British Consular Offices do the overseas repre- 

sentation for the IBB. Unfortunately most Consular staff 

cerned with attracting firms to Britain are only involved on a 

part-time basist and the desire for full-time professionals 

employed overseas is strong within the I-BB. The I. D. A. of Ire- 

land with nine offices in Europep five in North Americat one in 

Japan and one in Australia, is equipped as a completely autono- 

mous body. It is unlikelyt. though perhaps desirablej that the 

IBB would become similar but even within the existing set up 
the IBB's framework could sýon be improved. Nevertheless9 the 

208 



Foreign office desires to maintain its say in activities abroad 
and how the system is operated. The Foreign Office often seems 
somewhat wary of the increasing ; Ole of Consular staff as pro- 
motion men. For instances in the United States the staff in the 
twelve Consular Offices located in the main cities spend as much 
as half their time on promotional activitiesp as does the British 

Consul General in the U. S. A. Whether such individuals are suited 
to the task was questioned by many individuals in other agencies 

and authorities in Britain. Many felt that career diplomats 

and civil servants were not well suited and that marketing men 

were needed in order to match the expertise of the agencies of 

other countriesp particularly the I. D. A. of Ireland. 

The Development Agencies and development associations have 

set up overseas offices and/or employ overseas agents of their 

-own* 
The main aim ist of courses to promote their own area 

which they feel no-one else will do for them# Secondary aims 

are to combat the challenge of authorities such as the Irish 

I. D. A. 9 to overcome problems they see with the central govern- 

ment's operation andp particularly in the case of using agents9 

to ensure that each country is approached in the most suitable 

way preventing the overlaying of methods appropriate in Britain 

but inappropriate elsewhere. Despite this overseas officers are 

still a rare thing. The SDA has two such officers in New York 

and beyond that only one authority, a New Town, reported employ- 

ment-of an officer overseas. 

An alternative to officers is to employ o-ýerseas repre- 

sentatives and consultants. The Development Agencies and de- 

velopment associations all have representatives. Amongst these 

the SDA and DCW are most involved in this activity. NORIVIDA has 

only one representatives in New Yorks whilst the NEDC has them 

in New York, Los Angelest Tokyo andv until recentlyl in West 

Germany. The DC17 has three American representatives, four in 

Europe and one in Tokyo. The SDA is still building up its re- 

presentation but by 1979 had at least three representatives and 

consultants in the U. S, and two in Europe. 

The surveys uncovered seven Local Authorities and New Towns 

as having representatives. Six were New Town Development I 
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Corporations and the other one was a non-Yetropolitan county. 
All have large budgets. There wasp howeverp a certain amount 
of disdain for overseas representatives even amongst respondents 
in authorities engaging representatives. One Industrial Develbp- 
ment Officer described their overseas consultant as barely used 
and as little more than a Public Relations image builder within 
the Development Corporation itself. Another revealed that des- 

pite employing active overseas consultants on an annual retainer 
exceeding E509000 their authority had never gained an establish- 
ment through this route even though contacts had been set up. 

The cost of consultants and representatives was an obvious 
deterrent to many authorities. Many preferred to lean heavily 

on the government and regional bodies, whilst others chose to 

, rely on frequent-visits to retain. contact &ven if lacking reý 

presentation. The costs of making visits can be high. Making 

contacts via banksy Chambers of Commercep other organisationsp 

or by direct mail is expensive and can be costly let alone the 

costs of the actual visits and their arrangement. Single visits 
are rare and considered a waste by the more professional bodies 

so multiple visits are used and this further multiplies the cost, 

'One New Town officer calculated that a week long visit to Japan 

for one person cost E39500 , at 1979 pricesy excluding the cost 
for the general arrangement and organisation of the visit. The 

Corporation in question made two such week-long visits to Japant 

,, visiting about sixty companiesq sending two men each yeart so 
these visits alone would cost nearly f30POOO- ' If such visits 

are also undertaken in North America and Europe then the scale 

of the costs begin to become evident. 
Thirty (N = 125) New Towns and Local Authorities said that 

they made overseas visits. This varied by authority (see Table 

4.27) and. also by region (Table 4.28). The most active by far 

are the New Towns (129 859o) followed by the Counties (79 MOP 

especially those with the severest unemployment and industrial 

problems. There seems to be some relationship between region 

and authorities making overseas visits. Fully half (17) the 

Local Authorities and New Towns in Scotland said they were in- 

volved in overseas visits compared to only one in W-alesl four 
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in, the North Test and five in the Northern Region. The variatioli 
is quite substantial. The high level of involvement in overseas 

visits by Scottish authorities reflects the existence of five 

, 
New Towns and the SDA's policy of takiýg Local Authorities 

'along with them on overseas missions. The SDA only take the 

"Regionst howeverg mainly because involving the Districts would 
escalate the numbers involved to unmanageable proportions. Dio- 
tricts in Scotland and elsewhere dop neverthelessq make overseas 
visits althoughp in the maing these activities are extremely 

, limited and may involve little more than a trip of the Chief 

, Executive to Scandinaviag Europe or, occasionallyq the U. S. 

, 
Unlike the sophisticated arrangements of the Development Agencies, 
development associationsq and New Towns, these visits are often 
poorly organised and implementedp becoming of little more value 
than a "trip for the boys". A certain amount of "Sour grapes" 

was mentioned in this regard by authorities looking at their 

neighbours having "free trips on the rates". 

, TABLE 4.27 Local Authorities and New Town Development 
Corporations making overseas visits to attract 
industry* V= 125. 

Number 

Development Corporation 12 86 

Counties 7 35 

Non-Nile tropol i tan District- 9 35 

Metropolitan District 2 14 

TOTAL 30 24 
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TA13LE 4.28 Local Authorities and Ner Town Development 
Corporations making overseas visits to attract 
industry by region. N= 125. 

Number IL 

Wales 1 4 

S. E. 3 15 

Scotland 17 50 

N*IVI 4 15 

North 5 24 

TOTAL 30 24 

I 

In summaryq visits overseas tend to be the remit of New 

Townst Scottish Regions (usually under the. guidance of the SDA), 

a handful of English Counties (especially those with severest 

problems) and a few Districts wishing to do their own promotion. 
The visits differ in approach... lJost are either company liaison 

and visits or dinnerst receptions and seminars for industrialists. 

Company visits are used by Local Authoritiesq New Townso Develop- 

ment Agencies and development associations. Seminars andq some- 

,. 
timesp receptions are usual for the IBB and some regional bodies. 

The SDA on its visits to the U. S. hasp for Instance, held a 

series of luncheons and receptions in a number of citiest each 

one attracting about a hundred guests who can meet a team of 

SDA men and perhaps twenty-five others from the Scottish Regions 

and other bodies. 

Overallp this chapter has given a picture of the actors and 
the techniques they are using in an effort to attract foreign 

,, firms to Britaing or in other wordsp in order to implement the 

consensual "welcome". By outlining the general activities em- 

ployed towards this end we have begun to expose an apparent 

failure to translate a policy of consensus into a coherent frame- 

work for implementation. This theme is mentioned here in order 

to forewarn of its subsequent development. Pirstf howeverp it 

is necessary to continue with presenting findings. Having 

looked at organisations and the techniques they employ in the 
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effort to attract foreign investment we move on to assess how 

well this is being done. 

In the next chapter we begin to sQe how relevant actors 

view their own efforts and we also consider their attitudes to-* 

wards foreign firmst in an attempt to uncover fundamental reasons 
for the methods employed and to. assess-the extent of the value 

placed on obtaining foreign investment. The separation of the 

survey results into the present and the next chapter is made in 

order to split "factual" information from that based largely on 

opinion. 

I C. E. Lindblom The Policy Making Processp Pi? entice Hall, 
196sO ' 

(2) H. Pressman and A. Wildavsky Implementation, University of 
Californiap 1973 P- XIII - XIV. They discuss issues of 
whether it is possible to study implementation. Strictly 
speakingv they claim that it is not possible to study 
implementation in the case discussed herein for policy 
is not being translated into techniques for its attainment, 
I. e. actors and acts are not specified. This author views 
their opinion as too idealistiep especially in the British 
caseq where pragmatism tends to Prevail over vigorous 
policy analysis in the government arena. 

(3) These are set out in Appendices 1 and 2. 

(4) Until recently the only studies available were M. P. FoCarty 
Plan your own Industries, A Study in Loo-al-ayid Re!, ional 
Development Organisationsg Blackwell, 1947, and Camina 
Local Authorities and the Attraction of Industry, Pergamon, 
1974. More recently work has been done by Urbed (see 
11. Palk Local Authorities and Industrial Developnent, 
Urbedq 1974T and the Centre for Advanced Urban Studies 
(see M. Boddy and S. Barrett local Government and the 
industrial development process CAUS, Bristol, 1979, and 
G. Bramley, M. Stewart and J. Underwood Local Economic 
Initiatives, CAUS, Bristoly 1979)- 

(5) Requests were sent to those who were obviously activet as 
demonstrated by journal advertising campaigns and to a 
sample of other authorities selected from the Municipal 
Yearbook, Municipal Journal Ltd., 1978- 

(6) The South East was chosen because of ease of visiting the 
area given that a certain amount of interviewinf; of M. P. z 
and civil servants had to be done in London in any case. 
The inclusion of the South East region could only be as L 
partial control as the region is not necessarily typical 

of the non-Assisted Regions. 
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M' The pilot survey was a 10/16' sample of the whole, i. e. 21 
postal questionnaires sent out. The results of the pilot 
survey are includedin the overall results. Its Purpooe ras to test responses and wording. Consequentlyp a few changes 
were made and this would explain why the questionnaires sent 
. 
to some bodies differ slightly from the format given in 
Appendix B. 

(8) N. Falk op. cit. 
(9) See P. Odell "London and the Golden Triangle" Rew Society,, 

No- 398,14 May, 1970P p. 821 - 823. 

(10) Parliamentary answer by Mr. Bob CrYer Hansard. 1977 - 789 
10 Novembdro 779 Col. 726. 
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(22) M. M. Camiha op. cit. 9 p. 122 - 125. 

(13) T. Forester.. "The great jobs hunt: trying to beggar thy 
neighbour"O New Societyp 3 Mayq 1979, p. 252. 

(14) Personal interviews with author. 

(15) For example in 1979 the Borough of Afan had to call a halt 
to its modest programme of attracting industry being over- 
whelmed with enquiries. 

(3.6) P. F. Dru--ker Yanagement: Tasks, Responsibilities. 
Practicesq Heinemann, 1975- 

(17) 14.11. ' Camina op-cit., p. 120 - 123. 

(18) N. Falk op. cit. 9 P. 4. 

(19) For example in 1979 the smallest adver tisement in the 
Financial Times cost E370t half a page cost t5tOOO and a 
full page 910,000. 

(20) 11. M. Camina op. cit. , p. 127. 

(21) 11. M. Camina ibid-O p. 128. 

(22) This focused on the regional incentives and assistance 
available and yielded over six hundred responses for 
information. The cost of over five and a half thousand 

pounds put the average cost per reply at just under nine 
pounds. This resulted directly in a number of applications- 
for financial and other assistance and served to increase 

awareness of 11"v'R', ', IDA. 

(23) M. I. I. CaTina op-cit., P- 128. 
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(24) 1). stevenson, Chairmang Aycliffe and Peterlee Developmcnt 
Corporations. From a speech made in summer 1979 on the 
professional approach to inward investment. 

(25) We are still left with the probleý of not knowinf; the 
level of use of each medium. A qualitative distinction 
is not made between the occasional use of the press and 
concerted campaigns, for instance. 

(26) 1. Thomas U. S. Banks in 'Britain, unpublished Ph. D. 
thesisv University of Walesp 1976. 

(27) German 1,11inistry of Economic Affairs figures. 
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