MULTINATIONAL ENTERPRISES
Multinational Enterprise [MNE] :
· A firm that owns or controls 

· Business activities in 2 or more countries

· MNE comes into existence because of FDI

EVOLUTION OF MULTINATIONAL ENTERPRISE

	PHASE 1
	International inquiries

Company receives inquiry about 1 of its products

From foreign business person or independent importer /exporter

	
	

	PHASE 2 
	Appointment of Export Manager

If company exports continue to expand and management decide to take export management in own hands and no longer rely on unsolicited inquiries from abroad

They assume to a proactive rather than reactive position on exports 

Export manager is appointed to actively search for foreign markets for companies products

	
	

	PHASE 3
	Export department and direct overseas sales


	
	

	PHASE 4
	Overseas branches and subsidiaries

Further growth in export sales requires establishment of sales branches abroad to handle sales and promotional work



	
	

	PHASE 5
	Overseas assembly

3 reasons for assembly abroad:

Cheaper shipping costs for unassembled products

Lower tariffs

Cheaper labour

	
	

	PHASE 6
	Overseas manufacturing

3 methods for commencing foreign production

Contract manufacturing

Foreign producer produces and sells companies product in foreign market

Company continues to promote and distribute

Licensing

Foreign company pays a royalty to international company for its patent, trademarks and trade secrets

Direct investment in manufacturing facilities

Company now has total business to manage in foreign country

	
	

	PHASE 7 
	Integration of overseas subsidiaries




