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Abstract - In the last decade of the 20th century the human society reached the new stage of development called 
globalization. According to one of the studies, globalization is the continuous process which makes markets more efficient, 
provides benefits to independent economies in the world, enables technologies to boost, increases investments and in general 
spreads wealth around the globe. This process is one of the unique opportunities for the individuals and corporations to be 
involved in business transactions at the minimal cost possible and find business partners around the globe[1].It is apparent 
that most corporations are interested in having diversified global resources and product markets, access to new ideas and 
technologies and so on. And not only big corporations are referred to have such interest but small and medium enterprises as 

well, which strive to have access to international contractors in order to have and share new ideas, resources and 
technologies. This article tries to investiagate and explain why corporations are interested in the globalization of their 
operations. 
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I. INTRODUCTION 

 

Any company that is registered in one counry and 
operates in more than one country at a time is 

regarded as an international company.Its activities are 

regulated by commercial agreements signed by 

individual companies or public organizations at 

regional or international levels[2]. International 

companies are also referred as multinational, global 

or transnational companies. 

 

The term “multinational corporation” is used to 

indicate a company which is actively involved in 

international business. Multinationals are busy with 

direct foreign investments, own subsidiaries which 
are located in different countries and control their 

operations. Besides having controlling functions over 

subsideries, multinational corporations purchase 

resources and produce goods and services in various 

countries and then sell the products globally. The 

activities of multinational corporations are 

coordinated by the headquarters. 

 

In recent years the most influential companies have 

emerged which have made dramatic influence on global 

sales, profits, assets and market value. They have 
subsideries worldwild. The total sale by these 

companies is huge. If by 1990 their number was 200 

and total sale was 24% of the world’s overall trade, 

according to more recent data the number of those 

multinationals which have tremendous influence on 

the global business has increased and the same 

happened to the total volume of their global sales. 

According to Global 2000 [3] publicly-traded 

corporations from 60 countriesaccount for $39.1 

trillion in sales, $3.2 trillion in profit, $189 trillion in 

assets and $56.8 trillion in market value. All metrics 

are up double-digits year-over-year, with profits up 

an impressive 28%.The U.S. still dominates in terms 
of the amount of companies on the overall list, 

boasting almost 30% of the total. China and Hong 

Kong’s 291 companies are up from 262 in 2017. On 

the inaugural list in 2003, there were just 43 

companies from China-Hong Kong. Meanwhile, 

Japan, the United Kingdom and South Korea also 

broke into the top five countries with the most 

companies.Among the leading corporations there are 

ICBC, China Consturction Bank, JPMorgan Chase, 

Berkshaire Hathaway, Bank of America, Apple, 

Royal Dutch Shell, Toyota Motor, Samsung 

Electronics and so on. 
 

As we mentioned, in various economic literatue 

multinational, international, global and transnational are 

interchangeably used to indicate companies operating 

globally. The most commonly used form is“a 

transnational company”.  

 

Any kind of transnational company has the below 

given common characteristics:[4] 

 Possesses subsidiaries units operating in different 

countries. Each of them may be at a different 
stage of development;  

 Owns private industrial and/or trade 

organization;  

 Employes management team which in most cases 

are staffed by host countries nationals; 

 Encourages diversity at the top management 

level; 

 The company ownership is shared by citizens of 

different countries. 
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The emergence of transnationl companies became 

remarkable by the 1940s. That time there were 300 
transnational companies in the world, since the end of 

the 1980s suchcompanies have been spread widely 

across the globe. Now, they are the main driving 

force of the world’s financial capital. 

 

By the beginning of the 21st century the number of 

international corporations reached 63 000 (830 000 

subsidiaries) [5].Most of them are located in the 

USA, China, Germany, Japan and Switzerland. 

 

The history of transnational companies dates back to 

the 17th century. It was the Indian company called 
`Fast India company~. This company went through 

several stages of transformation. At the beginning it 

was only Indian legal entity registered in India. At the 

second stage the company started revealing first signs 

of an international corporation, namely it became 

involved in producing goods in foreign countries, the 

organizational structure was also characterized by the 

signs of an international corporation. At the third 

stage company’s presence in the global arena 

increased and it started using international resources 

in manufacturing goods and the company started 
allocating production facilities in those countries 

where production cost was relatively lower than in 

India[6]. 

 

Today transnational companies control about 50% of 

the world production, 60% of exports, own 80% of 

patents and licenses, 90% of wheat, corn and wood 

businesses. 

 

There are 2 types of international corporations: 

1. A transnational company (which is registered in 

one country and operates in more than one 
country at a time). 

2. A multinational company (which belongs to two 

or more countries and invests worldwide) 

According to the Transnationality Index developed by 

the UN conference on Trade and development, there 

are number of characteristics common for 

transnationals: [7]  

 

 Total sale of a company is more than 1 bln. 

Dollars; 

 A company possesses subsidiaries in more than 6 
countries; 

 A company owns foreign assets which is 

minimum20-25% of total assets; 

 A company’s market share at global level is 

minimum 20-30%. 

 

Most transnational companies operate in the 

developing countries. The Transnationality Index 

(TNI) is one of the valuable mean to assess activities 

of transnational companies. It ranks the multinational 

companies which has global presence.  It is calculated 

as the arithmentic mean of the following three 

ratios:[8] 
 

1. Ratio of foreign sales to total sales; 

2. Ratio of Foreign assets to total assets; 

3. Ratio of foreign employment to total 

employment. 

 

The higher the index the more importance a 

transnational corporation places on foreign subsidiaries, 

assets and employment. Among the world’s top 

multinational corporations by TNI there are Xstrata 

(UK), ABB Ltd. (Switzerland), Nokia (Finland), Pernod 

Richard SA (France), Vodafone Group Plc and etc. [9] 
According to global corporations’s perspective the 

world is viewed as one common market, with no 

national boundaries. Each global corporation has 

access to huge pool of resources, produces goods and 

services and manages global markets at minimum 

available cost. Among the world’s largest 

corporations most companies are registered in the US, 

China, Japan, the UK, France, Germany, Canada, 

Switzerland, Holland, The South Korea Italy. So, in 

total about 11 countries own 85% of multinational 

companies with about 428 subsideries worldwide 
[10]. The ranking of multinational companies 

changes every year mainly according to the annual 

turnover.  

 

II. CASE OF GEORGIA 

 

There are number of transnational companies 

operating in Georgia, including McDonalds, Coca-

Cola, Toyota, BP. Even though Georgia itself does 

not possess any transnational companies so far, there 

are strategic alliances with foreign corporations. 

 The aim of such strategic alliance is to form 
relationship whereby two or more entities cooperate 

to achieve the strategic goals of each partner. This 

kind of partnerships can be called “a joint go-to-

market approach”. In other words “strategic alliance 

is a long-term partnership aiming to share resources, 

know-how, technologies, to mitigate risks and all in 

all to gain competitive advantage in the global 

market”. [11] One of the attractive benefits of 

forming strategic alliances is increased opportunity to 

enter new markets and enjoy the low barriers to entry. 

Each partner in the strategic alliances is interested in 
their own business objectives but view the alliance as 

the best available mean to realise their global 

ambition. 

 

More and more companies are gaining experience in 

building strategic alliances. Their business 

relationship may be compex and broad (to collaborate 

in all operations) or narrow and specialized limited to 

form alliances in functional areas such as marketing, 

production, finance, technology or R&D. Marketing 

alliance helps partners to collaborate in marketing 

activities via delivering resources, sharing experience 
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and knowledge in this field, helping to solve 

problems in a highly competitive field of marketing.  
Those companies whichform production alliances 

manufacture and sell certain goods and services 

inexclusive geographical areas. It is a lower-risk way to 

produce an expand the reach of the product compared to 

building own manufacturing and distribution channels.  

Financial alliances aim to share financial resources and 

mitigate risks associated with implementation of 

particular projects. Besides financial help partners share 

experience. “To secure associated risks partners 

mutually agree about the contract conditions which can 

be revised and changed according to 

contingencies”.[12] 
 

Technology alliance is “the case when trade marks, 

intellectual property and other trade secrets can be 

licensed to an external firm (partner)”[13]. Each partner 

has access to shared technologies and scientific 

works. Japanese companies pioneered in this 

direction. 

 

Strategic alliances based on R&Dbenefit from 

conducting shared researches, skills and expertise. 

Choosing partners,defining forms of ownership, 
understanding a partner’s business model and defining 

who owns the relationship development capability 

within the newly created strategic alliance, all these 

factors togetherare considered as key success points 

while forming any types of strategic alliances. Partners’ 

experience and resources have to match and 

complement each other rather than create competition in 

different markets. Successful alliances create the 

environment of mutual trust and professional 

development. [14] 

 

In order to avoid threats from forming strategic alliances 
it is necessary todefine all the expacted outcomes from 

the relationship. This can be done through analysing all 

weak and strong sides of each partner,investigatingeach 

partners’ experience in previous strategic alliances,  be 

certain that partners’ strategic views and plans 

correspond one another.  

 

There are number of challenges which make companies 

struggle to convert the potential of strategic alliances 

into reality. The most reported reasons are 

disagreements among partners,  unclearly defined 
income distribution channels, loss of independence and 

changes in business conditions.  

 

In most cases sources ofdisagreement among partners 

can be incompatibility of corporate cultures, different 

goals and objectives and different business models. 

To avoid the clash among partners the degree of 

decision-making authority, the new shared strategy, 

organizational structure and staffing procedures have 

to be agreed upon. [15] Income distribution problem 

may arise if partners in a strategic alliance do not 

have a common view and documented precedures 

about income distribution and sharing risks from joint 

activities. In such case a strategic alliance may not 
have enough money to reinvest back in activities of 

the strategic alliance.  

 

If managed incorrectly and unfairly one of the 

pratnersmay be exposed to the risk of being aquired 

by the stronger partner and in this way it will lose 

autonomy. Unfortunately there is evidence that 75% 

out of 150 strategic allliances ended up with having 

one of the partners aquired.  

 

Any positive and negative changes in business 

environment will always be reflected on activities of 
strategic alliances. The terms of collaboration may 

become more attractive or outdated due to changes in 

business, technological and legal environments.  

 

III. CONCLUSION 

 

Good governance of international corporations and 

strategic alliances is an ideal which is difficult to 

achieve. There are a lot of direct and indirect factors 

which influence the content and structure of the 

problems faced by international companies and 
strategic alliance.The main problems arise when each 

entity in the strategic alliance has own goals, 

objectives, motives and organizational culture which 

are totally incompatable to another partners’ goals 

and culture. This incompitability hinders success of 

strategic alliances at the global level. To solve the 

mentioned problems international companies need 

strong and ethical corporate governance. For the 

implementation of good governance companies have 

to come together at regional and international level 

and draft corresponding guidelines.International 

corporations interact in various ways in the global 
market. Each corporation has own and at the same 

time mutual rights and responsibilities which have to 

be indicated in the commercial contract and protected 

by the domain of law. Following rules and terms are 

critically important in doing business globally. The 

stronger the legal framework of business relationships 

the higher the commitment of international 

companies is to develop the global market in the right 

direction.[16]. 
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