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MECHANISM OF RECONCILIATION OF MULTINATIONAL
ENTERPRISES’ INTERESTS IN THE CONTEXT OF GLOBALIZATION

Introduction. When distinguishing groups of countries
with emerging markets, it should be emphasized that they
are characterized by the acceleration of economic devel-
opment after the crisis period of the planned system, the
creation and development of new forms of economic enti-
ties, raising the standard of living, wages, elimination of
commodity deficits, etc.

The economy becomes more open both internally and
externally; this means that resident entrepreneurs are given
a greater degree of freedom in creating and developing
their own businesses, foreign entities have the opportunity
to invest their available funds in facilities and enterprises
that are in the country. As a rule, emergent economies
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The concept of internationalization of countries with emerging economy in the conditions of globalization has
been formed. It is substantiated that MNEs gain unmatched competitive advantages outside their parent compa-
nies’ countries of origin as a result of large-scale investments. The formation of the investment climate in coun-
tries with emerging markets is influenced by a number of factors. Ten main factors influencing the intensification
of FDI involvement have been identified. At the same time, the political climate, inflation, tax regulation and
corruption are crucial. In the second stage, a regression model was developed. The methodology used to assess
the impact of the national investment climate on the volume and intensity of foreign direct investment inflows.
The results of the implementation of this model are adequate and can be recommended to solve the problems of
forecasting the process of foreign direct investment in the national economy of countries with emerging markets.

Key words: emerging markets, multinational enterprises, internationalization, globalization.

attract increased attention from foreign entities that want
foreign direct investment in the economies of these coun-
tries. The reason for such increased interest is the possi-
bility of a higher level of return on investment, which is
conditioned by the laws of supply and demand.

The limited investment opportunities of business enti-
ties in Central and Eastern Europe (CEE) remain an urgent
challenge to the socio-economic development of the region.
Lack of investment potential for the implementation of
large-scale production modernization projects is observed
even in groups formed around leading international banks.

However, the dependence on foreign investment on the
“investment triad” of the political regime, economic envi-
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ronment and national security should be distinguished.
Instead of increasing production rates in the home country of
the parent company in order to further export products to the
host countries, a network of subsidiaries of different special-
ization (manufacturing, marketing, service, etc.) is created.
In this case, this form of expansion is more promising com-
pared to the increase in exports, which must be confirmed by
the effectiveness of various forms of expansion.

Purpose of article. The purpose of the research is to
develop mechanism of the internationalization process
countries with emergent economies and forming predictive
indicators of the effectiveness of their interaction in the
context of globalization.

The following methods were used to achieve the goal
and to solve the research objectives: dialectical method;
systemic structural analysis of economic processes and
phenomena; analysis and synthesis; method of quantitative
and qualitative comparisons.

Theoretical basis. The institutional foundations of glo-
balization integrate the international aspects of regulating
MNE activity, the imperatives of realizing the potential of
FDI, the transformation of international economic relations
and the need to optimize the interests of donor and recipi-
ent countries. The integration aspects of globalization have
been explored by leading scholars and practitioners.

Paula Esteban-Jardim and Ana Urraca-Ruiz (2018)
have explored the process of internationalization of the
Brazilian economy in the context of innovation. The
authors argue that the level of internationalization inten-
sity is directly dependent on the level of technical, organ-
izational and marketing innovation implemented by large
corporations.

Ozawa T. (2018) has built the theoretical foundations
of a new paradigm of an interactive world managed by
MNCs. The leading positions of globalization belong to
the close interaction of developed countries and countries
with emerging economy. In its own right, this is a try to
enter the global MNC market in a liberal global order. The
author has pointed out that the national Emergencies Min-
istry plays a key role in the process of increasing compet-
itiveness in the world market of the national economy, so
the state plays a leading role in their global integration.

Bartley T. (2018) has compiled research into the
diverse ways, in which transnational and multinational
corporations shape global governance, paying attention to
the contours and boundaries of corporate power. It focuses
on the multifunctional impact of MNCs on the economy of
the recipient industry in the context of globalization. The
author has noted that corporations can be seen as an inves-
tor, as an inhibitor, or as a generator of the basic rules of
global management. In this context, attention is drawn to
the need for a comprehensive approach in analyzing the
role of MNCs for the recipient country.

Results. The choice of the host country in the process
of international economic activity by multinational enter-
prises (MNE) is made on the principle of criterion selec-
tion or on the basis of rating of potential candidates. The
process of internationalization begins from transforming of

national financial and industrial groups (FIGs) into MNE.
Exsactly MNEs’ activities have a pronounced international
character with all the characteristics: international produc-
tion, international marketing, service, marketing, etc. As
a result of the global nature of MNE activities, specific
competitive advantages will be gained if they use certain
techniques and technologies in their process functioning.

By integrating into the economies of countries with
emerging economics, MNEs, originating from a rather
aggressive competitive environment, have continued to act as
market leaders, i.e. gaining leading positions in the main sec-
tors of the economy. Thus, MNEs control 40% of all indus-
trial production in these countries and 50% of their foreign
trade. MNEs have involved many local businesses, including
small and medium-sized businesses, in their field of activity.
In this regard, the dependence of small business enterprises
on MNE:s is increasing, which is increasingly based on direct
functional links, i.e. on the basis of the development of pro-
duction technology, specialization, cooperation, sales organi-
zation, transfer of know-how etc. (Figure 1).

1 political stability

6 infrastructure

Figure 1. Ten-dimensional simplex assessment of the
investment climate of Central and Eastern Europe and
the Commonwealth of Independent States (CIS), 2017

Source: developed by the authors using (Hirst, P &
Thompson, G., 2009)

In cases where the interests of MNEs objectively over-
lap with those of certain nation-states, this can provide
significant and even decisive advantages in competition
between countries. But in the modern world, the role of
MNEs is increasing and the role of nation-states is weak-
ening, leading to the subordination of the interests of the
state to the more powerful interests of transnational cor-
porations. Therefore, finding compromise solutions in the
process of identifying market and economic problems and
challenges will be relevant.

As a result of the analysis of the current state, the
available data characterizing the investment potential
of emergent economies gave been selected to develop a
model of the FDI process: t, , — level of political stability;
t;,— foreign investment policy; ¢, — probability of re-pri-
vatization; 0y, — the probability of devaluation of the na-
tional currency; 0;, — balance of payments of the country;
0Oss — the degree of state intervention in the economy;
0,1, — economic growth; mind — convertibility of the na-
tional currency; y, — complexities related to national pecu-
liarities of the country (linguistic, cultural).
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This is achieved by introducing into the model factors
that take into account: &,,y, — cost of labor (taking into
account labor productivity); 0 ,,y, — availability of highly
qualified labor resources in the country; 05 ¢ y,— state of the
infrastructure (transport, communication, etc.); Og o Vm —
estimation of the number of national companies — poten-
tial partners; s,y — the possibility of short-term lending;
0Os.sVm — the possibility of long-term lending.

The developed model provides a set of interdependent,
scientifically substantiated indicators of the country’s in-
vestment climate, which allow for the intensification of the
process of foreign direct investment. The main software
tool has been the Statgraphics software package. The linear
model describing the level of intensity of the FDI process,
constructed according to the data (Table 2), has the form
(formula 1):

y=57,473 40,6631, , + 0,605, , — 2,66¢5 ¢ +
+0,3610,,,—1,1280;,+ 0,1530; 4 — 0,0360,,_, —
— 3,542y, + 59,557y, + 0,0560; 4, — 0,53105 100 —
—0,10105 3y, + 0,0290, 9y, + 0,0070; ,v,, + 0,00205 ¢ y,.. (1)

A stepwise regression method has been used to solve
this problem. The results of the calculations show good
quality and a high degree of adequacy of this model, which
includes a small number of independent variables (Table 1;
formula 1). For the given model, the coefficient of multiple
correlation is obtained at the level of 0.97 at the value of
the F-criterion = 59 (Table 1).

It should be noted that these equations characterize
only the very possibility of constructing a mathematical
model of the foreign direct investment process. In the pro-
cesses of modernization of the economies of the countries
with emergent markets, the mechanisms of exogenous
transnationalization still prevail, while at the same time the
low level of internationalization of financial and economic
operations of national industrial-financial groups.

Conclusion. The mainstream of internationalization
is global conditions of functioning of multinational cor-
porations. The analytical and forecasting toolkit for eval-
uating the effectiveness of this process involves three

steps. Firstly, the main stages of the internationalization
process are formed, which are based on the transformation
of national financial and industrial groups into MNE. The
key factors that influence the optimization of the interests
of MNE and the national economy of the recipient coun-
try in the framework of international business are high-
lighted. The main tool of internationalization is the level of
activity of the foreign direct investment (FDI) movement.
The formation of the investment climate in countries with
emerging economies is influenced by a number of fac-
tors. 10 main factors influencing the intensification of FDI
involvement have been identified. At the same time, the
political climate, inflation, tax regulation and corruption
are crucial.

The regression model has been used to assess the impact
of the national investment climate on the volume and inten-
sity of foreign direct investment inflows. Indicators (level
of political stability; foreign investment policy; probability
of re-privatization; the probability of devaluation of the
national currency; availability of highly qualified labor
resources in the country; state of the infrastructure; estima-
tion of the number of national companies — potential part-
ners etc.) are factors that shape the intensity of the process
of attracting FDI and determine the internationalization of
the national economy in the context of globalization.

A correlation matrix has been formed, which has con-
firmed the primary dependence of foreign investment on
the “investment triad”: political regime, economic envi-
ronment and national security. The highest efficiency of
foreign investments into the Baltic economies and the pre-
dominant orientation of FDI MNCs in Central and Eastern
Europe and the CIS on low-tech industries and sectors of
the third and fourth technological structures. The process
of internationalization of countries with emerging mar-
kets is due to the influence of factors that shape a healthy
investment climate of the national economy. At the same
time, according to the results of the study, the internation-
alization of the studied countries has a supporting character
for MNCs and is aimed at extending the life cycle of corpo-
rate investment strategies.

Table 1

Outcome regression for dependent variable FDI in region (s)

R2=0,9881 RI=0,9725 F(9,15)=58,839 p=0,00000 statistical error of estimation = 6,5042
Indicators | statistical regression | statistical error | regression coefficient | statistical error | F- criterion | level of significance
fo,10 0.1331 0.2390 0.3759 0.6753 0.5587 0.5859
03.4)0 1.8549 0.5782 0.1101 0.0385 2.8618 0.0119
1234 0.1516 0.0591 0.0709 0.0277 2.5645 0.0216
0234 -0.5389 0.1913 -0.0029 0.0010 -2.8071 0.0133
Oss 1.5631 0.6354 0.1872 0.0761 2.4601 0.0265
153058 -1.4051 0.6649 -0.0096 0.0046 -2.1133 0.0517
O -0.2338 0.0919 -0.00063 0.0001 -2.5423 0.0225
0Oo.10 0.2430 0.1158 0.0959 0.0459 2.0989 0.0532
03,4V -5682 0.4304 -0.0022 0.0017 -1.3201 0.2086

Source:developed by the authors
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MEXAHI3M BPEI'YJIIOBAHHS IHTEPECIB
BATATOHAIIIOHAJIbHUX MIJIMTPUEMCTB B YMOBAX INIOBAJI3AIIIL

Cehopmosaro Konyenyiro inmepHayioHanizayii Kpain 3 eMepo’ceHmMHOI eKOHOMIKOI0 8 ymosax 2nobanizayii. ObrpyH-
mogaro, uwjo MHII 3006y6atome HenepegepuieHi KOHKYPEHMHI nepeeazu 3a Mexcamu KpaiHn 0a3yeanHs MAmepuHCoKUx
KOMNAHitl 8 pe3ynvmami 30iiCHen s genukomacumabnux insecmuyiti. Chopmosano ananrimuko-npoecHOCMU4HULL iHCmpy-
MeHmapill OYiHKU egheKkmusHocmi 0ano2o npoyecy 01 KpaiH-peyunienmis, axuti nepeobauae mpu emanu. Ilo-nepuie,
chopmosano ocHosHi emanu npoyecy IHMepHAYioHANi3ayii, 6 0CHOBY K020 NOKIAOCHO MPAHCHOPMAayilo HAYIOHATb-
Hux ginancoso-npomucnosux epyn y BHI1. Obtpynmosano, wjo inmepHayioHanizayisi HAayioHaibHOI eKOHOMIKU 6 YMOBAX
2n00anizayii 30amna GUCMYNUMU 20106HOK PYULITIHOIO CUTIOI0, WO 00360JI8€ KPAIHI 3aUHAMU NPOGIOHI no3uyii 6 cyuac-
HUX MIJICHAPOOHUX eKOHOMIYHUX i0OHocunax. [Ipiopumemuicmo exonomiunux inmepecie BHII mooicha poszensoamu sk
suugy cmaoiro iHmeepayii HAYIOHATLHOI eKOHOMIUHOT cucmemu 8 2100anbHy cucmemy. Budineno karouosi pakmopu, uo
snausaome Ha onmumizayiro inmepecie BHII i HayionanbHOi eKOHOMIKU KPAIHU-PEYUNIEHMA 8 PAMKAX MIHCHAPOOHO20
0iznecy. OCHOBHUM THCIMPYMEHMOM THMEPHAYIOHANI3ayii € piBeHb AKMUBHOCMI PYXy NPAMUX THO3EMHUX [THEeCUYill.
Dopmysanns iHEeCMUYITIHO20 KAIMAMY 6 KPAIHAX 3 eMepOANCeHMHUMU PUHKAMU GI00Y8AEMbCSL NIO 6NAUBOM HUZKU (aK-
mopis. Buokpemuneno 10 ochosnux ¢haxmopis, uwjo sniusaioms Ha inmencuixayiio sanyuenns 111 Ipu yoomy nonimuu-
HUll KIimam, pieeHs iHuayii, nooamkoge pe2yio8anHs ma pieeHs Kopynyii maroms supiwianvhe 3Havenns. Ha opyeomy
emani 6yna pospobdnena pezpeciiina modens. Ilpu ybomy Oyna UKOPUCMAHA MEMOOUKA OYIHKU 6NIUBY HAYIOHATbHO2O
iHgeCmMUYIIHO20 KimMamy Ha 06csa2u ma iHMeHCUBHICIb NPUMOKY NPAMUX [HO3eMHuXx ineecmuyiti. Ha mpemvomy emani
oyna cghopmosana Kopenayiuna mampuys, aKa niomseepouna Nepuloyepeo8y 3aiexcHiCme iHO3eMHO20 THEeCm)y8aHHs 8i0
CIHBECMUYIUHOT Mpiaduy — NONIMUYHO20 PENCUMY, eKOHOMIYHOL KOH TOHKMypu ma HayionaisHoi besnexu. Josedeno,
iHmepHayionanizayis 00CIONCYBAHUX KpaiH mae oonomigicHull xapakmep onsi MHK ma cnpsamosanuii Ha n0008iCeHH s
ACUMINEBO2O YUKTLY KOPNOPAMUBHUX THBECMUYIUHUX CIpamezii.

Knrouosi cnosa: punku, wo po3eusaromscs, 6a2amoHayioHa bRl NIONPUEMCMEd, ITHMepHAYioHaNizayis, enooanizayis.

MEXAHU3M YPEI'VVIMPOBAHUS UHTEPECOB
MHOTI'OHAIIMOHAJIBHBIX ITPEANPUSATHI B Y CJIOBUSIX NIOBAJIU3ALIUUA

Chopmuposana KoHyenyus UHMePHAYUOHATUZAYUY CIIPAH C PA3BUBAIOWEUCS IKOHOMUKOU 8 YCL0BUAX 2100ATU3AYUU.
ObocHosano, Ymo MHO2OHAYUOHANbHbIE NPEONPUAMUS NOLYHAIOM OONONHUMENbHbIE KOHKYDEHMHbIE NPEeUMYUecmsa 3d
npeoenamu Cmpan nPoUCXoAHCOEHUs COUX MAMEPUHCKUX KOMNAHULL 8 pe3yibmame macuimabnslx uneecmuyuu. Ha gop-
MUposamue UHEECTIUYUOHHO2O KAUMAMA 8 CIPAHAX ¢ PA3GUSAIWUMUCS PLIHKAMU 61usdem pao @axmopos. Buisereno
10 ocnosuwix haxmopos, 06ochosvlealowux Ounamuxy npueievenust [IUU. B mo sice epems pewarowjee 3HaveHue umeom
ROMUMUYECKULl KAumam, UH@Aayus, Haio2o0eoe pe2yiuposanue u koppynyus. Ha emopom smane 6vina paspabomana
pezpeccuonnas mooens. Memooono2us, UCnonb3yemas Oisi OYeHKU 8030eUCmEUs. HAYUOHATLHOLO UHBECMUYUOHHO20 K-
mama Ha 0dvbem U UHMEHCUBHOCMb NPUBTEUeHUs NPAMBIX UHOCTNPAHHBIX UHeecmuyul. Pesynomamol peanuzayuu oan-
HOU MOOeU a0eK8amubl U MO2Ym Oblimb PeKOMEHO0BANbL 05l peUenUs 3a0ay NPO2HO3UPOBANUS NPOYeCcd NPAMbIX UHO-
CMPAHHBIX UHBECMUYULL 6 HAYUOHANLHYIO IKOHOMUKY CIPAH C PA3GUBAIOUWUMUCS DLIHKAMU.

Knroueswie cnosa: pazsusarouuecs polHKi, MHOCOHAYUOHATbHbIE NPEONPUSIIUS, UHMEPHAYUOHATUZAYUSL, 2100ATUZAYUSL.

30| Tom 31 (70). N2 5, 2020



