“Describe and explain the advantages and disadvantages of TNC’S”

8 marks

Transnational Corporations are companies that have their research and development in MEDC’s and the manufacturing in LEDC’s. I aim to look at how Fiat locating in Brazil has brought both advantages and disadvantages to the country. 

The advantages and disadvantages of TNC’s locating in Brazil.

When Fiat opened its branches in Berim, the industrial belt of Belo Horizonte, South East Brazil it created jobs in the area employing over 12,000 workers. This has benefited the area because the many local people who did not have jobs or a stable wage will now have the chance to work in the factory, earn a living and have a better lifestyle. This in term provides the area with more money as taxes will be paid to the government which will use the money to improve infrastructure and general community services. However, not all of the jobs went to locals; instead a large percentage of the higher paid jobs were given to people from Italy because they were the ones with the qualifications and the knowledge to run the factory. In addition the pay was minimum because which is why Fiat moved there; to make as much profit as possible. This meant that the local people will not be able to have a greater lifestyle as originally thought because they are being exploited because they have no other opportunities and are happy to work for these prices as there is nothing else. The fact that Fiat is a TNC means that a large majority of the profits end up going back to Italy where the Research and Development is. This means that the Belo Horizonte region of Brazil will not develop because only a small portion of the money made by the factory goes to improving the factory facilities and the immediate area so the government does not receive any money to improve the area and make it better for everyone else who lives and works in the village; infrastructure will not be improved. Infrastructure Improvements made by Fiat in their own factory may increase the profits coming out of the factory, but this is a disadvantage to the area if the factory moves out because all the money will be taken with it. No money would remain in the area if they moved out because it belongs to business, not the local government and the area would therefore be the old, unemployment area it used to be before Fiat moved in. If Fiat moved into the area, they would be looking for skilled workers to build their cars and mechanics to adjust them and build the complicated bits, this may lead to the fact that the area does not have many people like this so the company provides some training to get them started in the factory; they may learn some new skills and how to use new technology to do their jobs. This may be bad for the area if the company moves out because they will not be able to use their skills for other industries, like hi-tech because they only have the skills applicable to car manufacturing. The area may also benefit from the coming of new universities and study skills courses to help train the people going into the factory. This will help the area as money will be spent to make it nicer and more attractive, like at Cambridge Science Park to make it more attractive for the workers to go to. Trade in the country could increase but this would in turn mean a higher import and export tax to goods going into and out of the country to Europe and other parts of the world where the products will be sold. The Multiplier Effect may begin, attracting more businesses into the area like a tyre company which supplies the tyres to the Fiat garage. This would help the local area and the environment because they would receive more money from taxes so they could improve the area in other ways, such as the attractiveness and infrastructure and the emergency services however if this were to happen, the companies situated in this area would start to loose profit because there are more jobs available and the salaries would go up because people realise that other places may give them a better pay so they would leave and go to that company. The other companies start to increase their pay until it becomes unprofitable so they move out of the area/country and the local environment, Berim would once again become derelict and full of unemployment.







