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ATHEORYOFINTERNALISATION

BYMULTINATIONALCORPORATIONS

PartII

≪Summary≫

KiyoshiKojima

lnordertodeveloptheReadingSchool'stheoryofinternalisation,

amodelofsunk-costwithminimum optimalscaleisintroducedin

Partlofthepaper.SectionIV inthisPartIIevaluateshow the

ReadingSchoolconceptualisesthegainsfrom internalisationthe

MNCexploitsfromitsvarietyofactivitiesoverseasbycomparingit

withtheKojimacriterion.

ItistheMNC'svirtuetoincreasesocialwelfarewhenitproduces

usefulgoodsandservicesatlowercost(thatis,tooperateunder

decreasingcostconditions),whereasitistheMNC'ssintoadopt

monopolisticbehaviourthroughinternalisationandmaximisesquasi-

rent.SectionVlooksatthisdualcharacteroftheMNC.

InternalisationistsstressthatitisprofitablefortheMNC to

switchfrom exportingtooverseasproduction.Thishypothesisis

criticallyexaminedinSectionVI.Itisshownthatsuchaswitchis

supportablefrom asocialwelfarepointofview onlyifoverseas

productionleadstoasuperiormodeofproductioninlinewithlcall

"pro-tradeorienteddirectforeigninvestment(DFI)".However,the

DFIinducedbytheexistenceoftariffsandothertradebarriers

normallyresu一tsinaninferiormodeofproduction,facilitatingonly

market-share-seekingmonopolisticbehaviouri.e.,itbecomes"anti-

tradeoriented."


