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The Role and Operations of Multinational
Organizations

Sarwar A. Samad

INTRODUCTION

Multinational organizations are not a new phenomenon. They
can be traced to early times, where businesses were involved in
international trading [3]. American leadership of multinationals
grew rapidly during the late 1950s and 1960s. During the 1970s,
multinationals emerged as the most influential business
organizations in the world economy. In the construction industry,
the multinational organizations are those involved in planning,
design, construction, or consulting activilies on an international
level in two or more countries. They creale jobs in their couniries
and export services and goods to foreign countries. The
multinationals engage in projects that are beyond the abilities of
less industrial countries—generally, large construction projects such
as the creation of industrial cities, defense, and infrastructures.
The government is usually the client and multinationals
headquartered abroad are contractors.

In 1992, the 225 top multinational contractors shared over
$146 billion of construction work, and 200 top multinational
design firms shared over $12 billion. Seven out of the top 10
multinational construction and design firms are from the U.S. The
U.S. has the largest number of multinational design and
construction firms procuring intermational projects. Of the top
multinational contractors in 1992, 72 American {irms gamered 49.2
percent of available multinational construction work (worth over
$72 billion), followed by Europe and Japan with 35.7 percent (over
$52 billion) and 8.4 percent (over $12 billion), respectively. In the
same year, among 200 design firms, 80 U.S. multinationals led by
procuring 51 percent of all design work, worth over $6 billion.
Europe and Canada procured 38.8 percent (over $4.6 billion) and
4.4 percent (over $530 million), respectively.

OPERATIONS
Background

After World War 1I, Europe and Japan were involved in
rebuilding, but Britain, with a smaller need for reconstruction,
could concentrate its efforts on commonwealth markets. The U.S.
emerged as a leader in the multinational firms due to its growing
defense and economic base. However, after the fall of
communism, things have changed.

More multinationals are competing for inlernational projects
due to weaker domestic economies. The U.S. is facing its own
economic problems. However, the U.S. is slill maintaining its
leadership position (see Figure 1).

Multinational firms from Korea and Taiwan are very
competitive on projects in the Middle East and in Asia, due to their
lower labor costs, familiarity with local bureaucracy, and excellent
knowledge of construction techniques. The following table
presents the specialization of some major industrialized countries.

Table 1—Specializations of Some Industrialized Countries

Country Specialization
USA Sophisticated infrastructure,
industrial, nuclear, petroleum/

petrochemical, and hazardous waste,
Infrastructure—transportation,
communication, utilities, etc.

United Kingdom Bridges, some infrastructures.

Italy Dams, some transportation.

Europe and Japan

However, due to domestic and international economic
conditions, firms do not tend to stick to one specialization.
According to an Engineering News Recond survey, petroleum and
petrochemical projects continue to increase their dominance in the
international market (see Figure 2).

Governments are supporting their multinationals by
encouraging corporations and also by identifying potential projects
abroad, and arranging partial financing, low interest loans, and
other incentives. Due to vigorous competition among
multinationals, profit margins have been shrinking. Multinationals
concentrate in the regions of the world where foreign aid from
industrialized countries is concentrated. Usually, large international
firms are involved in foreign contracts. Of the 400 largest
contractors and the 500 top designers in the U.S., a large percent
are working on international projects.
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Figure 1—Percent of Work Awarded to Various Countries {1, 2]

Because of greater resources, they
have an edge over smaller firms as they
can take the greater risks that are associated
with the foreign projects. The structure of
a firm largely depends on the nature of the ;
project and its operations. Most firms are |
trying to do design and construction both il
for economic purposes and also to diversify !
their services. E

In the past, multinationals would set-
up temporary offices in the developing i
country after the award of the work; these
offices operated until the completion of the |
project. Presently, the trend is changing.
Some firms are seiting up permanent
offices, even after completion of particular
projects, in order to market future projects.
Important positions are even being filled .
with local personnel, and some of the work J
is done locally rather than at the home !
office abroad. :

Figure 2—Muitinational Construction Contracts by Specialty [2].
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