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T h e  r a p id  g ro w th  o f  fo re ig n  d ire c t in v e s tm e n t h a s  b e c o m e  o n e  o f  th e  m o s t 
c o n tro v e rs ia l  top ics o f  d e b a te  in  r e c e n t  d e c a d e s . T h e  p ro b le m  a t  th e  
te c h n ic a l  leve l is th a t  e c o n o m ic  th e o ry  to  d a te  h a s  b e e n  u n a b le  to  p ro v id e  
a  u n if ie d  th e o ry  o f  th e  m u lt in a t io n a l  f irm . C o n s e q u e n t ly  th e  th e o ry  o f  th e  
m u l t in a t io n a l  f irm  re m a in s  effec tiv e ly  a n  ec le c tic  o n e , d r a w n in g  la rg e ly  
o n  tw o  b ra n c h e s  o f  e c o n o m ic  th e o ry , in d u s t r ia l  o r g a n iz a t io n  a n d  
in te r n a t io n a l  tr a d e  th eo ry , respectively . B u t th e  b e h a v io u r  o f  in te r n a t io n a l  
in v e s tm e n t  th ro u g h  m u lt in a t io n a l  f irm s  im p in g e s  o n  m o s t a r e a s  o f  
e c o n o m ic  b e h a v io u r , a n d  a t  t im e s  w ell o u ts id e  th e  e c o n o m ic  re a lm . 
C o n s e q u e n t ly ,  re s tr ic t in g  th e  c o n c e p tu a l  p e rsp e c tiv e  fo r  e x a m in in g  th e  
m u l t in a t io n a l  f irm  to  in d u s t r ia l  o r g a n iz a t io n  a n d  in te r n a t io n a l  t r a d e  d o es  
n o t  co n v e y  th e  fu ll e x te n t o f  .th e  ‘e c le c tic ism ’ a c tu a lly  invo lved .

I n  a d d i t io n  to  th e  a b sen c e  o f  a  u n if ie d  th e o ry  o f  th e  m u lt in a t io n a l  f irm  
th e r e  is th e  la rg e r  p e rsp e c tiv e  o f  th e  c o n t r ib u t io n  o f  fo re ig n  d ire c t  
in v e s tm e n t  to  o v era ll e c o n o m ic  a n d  so c ia l d e v e lo p m e n t. F ro m  th is  
p e r s p e c t iv e  th e  b e h a v io u r  o f  th e  m u l t in a t io n a l  f irm  re m a in s  o n e  o f  th e  
m o s t  e m o tiv e  to p ic s  w ith in  th e  r e a lm  o f  p u b lic  p o lic y  d isc u ss io n , a n d  
n e g o t ia t in g  th is  id e o lo g ic a l m in e - f ie ld  is e x tre m e ly  h a z a rd o u s .  
T h i s  p a p e r  n e i th e r  a t te m p ts  to  sy n th e s iz e  th e  e x t r a o r d in a r y  d is p a ra te  
l i t e r a tu r e  o n  fo re ig n  d ire c t in v e s tm e n t n o r  to  a r b i t r a te  b e tw e e n  th e  
c o n f lic t in g  id eo lo g ica l v iew s o f  th e  m u l t in a t io n a l  f irm . I ts  a im s  a re  
a l to g e th e r  m o re  m o d e s t. T h e  c e n tra l  o b je c tiv e  is to  p ro v id e  a n  e c o n o m ic  
o v e rv ie w  o f  fo re ig n  d ire c t  in v e s tm e n t in  th e  I r is h  eco n o m y , fo llow ed  b y  a  
m o r e  sp e c u la tiv e  d isc u ss io n  o f  w h a t w e d e e m  to  b e  th e  m o re  s ig n if ic a n t 
is s u e s  v ie w e d  f ro m  a n  e c o n o m ic  p e rsp e c tiv e . B y  w ay  o f  h is to r ic a l 
p e r s p e c t iv e  we p ro v id e  a  b r ie f  a c c o u n t o f  th e  b a c k g r o u n d  to  fo re ig n  d ir e c t  
in v e s tm e n t  in  I re la n d .  T h e  s t r u c tu re  o f  th e  p a p e r  re f lec ts  th e se  o b jec tiv es .

* T h e  a u th o rs  are, respectively, L e c tu re r and  P ro fessor in  the  D e p a rtm e n t o f  E conom ics , U n iv e rs ity  

C o lle g e  G alw ay.

A n  exte n de d  version o f  th is  p ap e r was firs t d e live re d  to  th e  J e ffe rs o n -S m u rfit C on fe re n ce  on 
M u lt in a t io n a ls  in  Ire la n d , he ld  at U n iv e rs ity  C o llege, G a lw a y  o n  6 th  J u n e  1986.
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Major Phases of Foreign Investment
T h r e e  p h a se s  o f  in v e s tm e n t by  fo re ig n  f irm s  in  I r e la n d  h a v e  b e e n  
id e n tif ie d  b y  O  ’M a lle y  (1986). T h e  firs t p h a se  w as u p  to  1950 w h e n  f irm s  
lo c a te d  in  I r e la n d  to  sell to  th e  I r is h  m a rk e t w h ic h  -then  e n jo y e d  
c o n s id e ra b le  p ro te c tio n  f ro m  o u ts id e  c o m p e ti tio n . T h e  s e c o n d  p h a s e  w as 
b e tw e e n  1950 a n d  th e  la te  1960s. T h e se  f irm s  sp e c ia lise d  in  “ te c h n o lo g ic ­
a lly  m a tu r e ”  p ro d u c ts  w h ic h  w ere  la b o u r  in te n s iv e  a n d  d id  n o t  r e q u i r e  
c o n ta c t  w ith  a d v a n c e d  in d u s t r ia l  a re as . -T he th i r d  p h a s e  w h ic h  
c o m m e n c e d  in  th e  la te  1960s a n d  still c o n tin u e s , invo lves n e w e r  a n d  m o re  
te c h n ic a l ly  a d v a n c e d  p ro d u c ts .  T h e  fac t th a t  they  la c k  m a n y  o f  th e  k ey  
te c h n ic a l  a n d  b u s in e ss  fu n c tio n s  h a s  g iv e n  rise  to  s ig n if ic a n t d is c u s s io n  in  
th e  T elesis R e p o r t  (1982) a n d  its a f te rm a th . T h e  fo re ig n  f irm s  in  I r e la n d  
to d a y  a re  d o m in a te d  b y  th o se  w h ich  b e lo n g  to  the  se t w h ic h  fo rm s  th e  
th i r d  p h a se .

Nationality and Employment of Foreign Firms
T h e r e  a r e  883 fo re ig n  f irm s  in  I r e la n d  e m p lo y in g  7 8 ,0 0 0  p e r s o n s  o r  4 2 %  
o f  to ta l m a n u f a c tu r in g  e m p lo y m e n t (T ab le  1), w ith  U .S . f irm s  b e in g  th e  
m o s t s ig n if ic a n t in  te rm s  o f  n u m b e rs  a n d  e m p lo y m e n t, a c c o u n t in g  fo r  
4 6 .6  p e r  c e n t o f  to ta l  fo re ig n  e m p lo y m e n t. T h e  U .K . a n d  W . G e r m a n y  a r e  
in  se c o n d  a n d  th i r d  p o s it io n , respectively . T h e s e  th re e  c o u n tr ie s  a c c o u n t  
fo r  76  p e r  ce n t o f  e m p lo y m e n t by  fo re ig n  f irm s  in  I re la n d . T h e r e  h a s  b e e n  
a  s ig n if ic a n t sh ift in  th e  s t r u c tu re  o f  fo re ig n  f irm  e m p lo y m e n t s in c e  1973. 
T h is  re f lec ts  th e  c h a n g in g  c irc u m s ta n c e s  a n d  th e  d o m in a t io n  b y  U .S . 
f irm s  o f  th e  th i r d  p h a s e  o f  fo re ig n  f irm  lo c a tio n  in  I r e la n d  r e f e r r e d  to  
ab o v e . I n  1975 th e  U .S . a c c o u n te d  fo r  o n ly  25 .3  p e r  c e n t  o f  f o re ig n  f i rm  
e m p lo y m e n t w h ile  U .K . f irm s  em p lo y e d  45 .7  p e r  c e n t  o f  th e  to ta l .

A lth o u g h  th e  n e t  jo b  in c re a s e  in  fo re ig n  f irm s  since 1973 h a s  b e e n  o n ly  
19 ,000  th e  g ross in c re a s e  h a s  b e e n  c o n s id e ra b ly  m o re . B e tw e e n  1978 a n d  
1984, fo r  e x a m p le , th e  to ta l  jo b  g a in s  in  fo re ig n  f irm s  w as  5 5 ,6 0 0 .
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T a b le  1: Foreign F irm s by N ationality and Employment, 1 9 8 5

N ationality No. o f F irm s Em ploym ent % E m p lo y m en t

U n ite d  States 327 36,000 46 .6
U n ited  K ingdom 202 14,000 17.9
W est G erm any 129 9,000 11.5
N etherlands 38 3,000 ■ 3 .8
Sw eden 26 2,000 2 .6
F rance 23 1,250 1.6
J a p a n 9 1,200 1.5
O th e r 129 11,150 14.2

T O T A L 883 78,000 100.0

Source: White, P., 11985



C o n s e q u e n t ly  th e re  have  also  b e e n  v e ry  s ig n if ic a n t jo b  losses in  fo re ig n  
f irm s . S in c e  1981 jo b  losses h av e  e x c e e d e d  jo b  g a in s  b y  5 ,0 0 0 . T h is  
v o la til i ty  o f  e m p lo y m e n t by  fo re ig n  f irm s  h a s  a lw ay s b e e n  v iew ed  w ith  
c o n c e rn .  H ow ever, w h e n  th e  losses ex c ee d  th e  g a in s  th e re  m u s t  b e  c a u se  
fo r  a la rm .

Sectoral Employment
F o re ig n  f irm s , a l th o u g h  e n g a g e d  in  a  w id e  r a n g e  o f  s e c to ra l a c tiv itie s , a r e  
c o n c e n t r a te d  in  a  sm all n u m b e r  o f  se c to rs  w h ic h  th e y  te n d  to  d o m in a te . 
T h e s e  a r e  th e  sec to rs  p r o d u c in g  th e  n e w e r  a n d  m o r e  te c h n ic a l ly  a d v a n c e d  
p r o d u c ts .  A t p re se n t 46  p e r  c e n t o f  to ta l  fo re ig n  f irm  e m p lo y m e n t is in  
th e  m e ta ls  a n d  e n g in e e r in g  se c to r  a n d  it a c c o u n ts  fo r  61 p e r  c e n t o f  
e m p lo y m e n t  in  th a t  sector. W ith in  m e ta ls  a n d  e n g in e e r in g ,  fo re ig n  f irm s  
a c c o u n t  fo r  90 p e r  c e n t o f  to ta l e m p lo y m e n t in  th e  c o m p u te r s  a n d  office 
m a c h in e ry  su b -sec to r; 74 p e r  c e n t in  e le c tr ic a l e n g in e e r in g  a n d  9 4  p e r  
c e n t  in  in s t ru m e n t  e n g in e e rin g .

C h e m ic a ls  a n d  a r tif ic ia l f ib re s  is a n o th e r  h ig h  te c h n o lo g y  a r e a  w h ic h  is 
d o m in a te d  by fo re ig n  f irm s  a n d  w h ic h  a c c o u n ts  fo r  74  p e r  c e n t  o f  
e m p lo y m e n t  in  th a t  sector.

I n te re s t in g ly ,  foo tw ear, w h ic h  is a  m o re  t r a d i t io n a l  s e c to r  is a lso  
d o m in a te d  by fo re ig n  f irm s  (7 4  p e r  c e n t o f  e m p lo y m e n t) ,  w h ile  food ,
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T a b le  2: Numbers Employed by Foreign F irm s and  as a Percentage o f  Total 
Employment by Sector, 1 9 8 5

S ector No. Em ployed % of Total

M eta ls  & E ngineering 35,900 61
o f w hich: C om puters & Office M ach inery 11,018 90

Electrical E ngineering 8,610 74
In strum en t E ng ineering 7,064 94
M echanical E ng ineering 3,307 . 52
M otor Vechicles & P arts 2,214 58
M etals 756 68
O th er 2,931 13

C hem ica ls  and A rticifical F ibres 8,989 74
F oo tw ear 1,166 73
R u b b e r  P roducts 1,721 86
F ood 6,350 17
T ex tiles 4,300 39
O th e r 19,574 18

T O T A L 78,000 42 •

S o urce : D erived  from  T ab le  1, W h ite , P .,  1985. T ab le  2, O ’M alley , E ., 1986 and 
C e n tra l S tatistics Office 1986.



a n o th e r  t r a d i t io n a l  se c to r  h a s  o n ly  17 p e r  c e n t o f  its  e m p lo y m e n t  in  
fo re ig n  f irm s.

Direct Contiibution to Economic Activity
T h e  re s u lts  of a  su rv e y  c a r r ie d  by  th e  In d u s tr ia l  D e v e lo p m e n t A u th o r i ty  
(1985) o f  m a n u f a c tu r in g  f irm s  p ro v id e  a n  im p o r ta n t  s o u rc e  o f  in f o rm a t io n  
to  e v a lu a te  the c o n t r ib u t io n  o f  b o th  fo re ig n  a n d  I r is h  f irm s  to  e c o n o m ic  
a c tiv i ty  in  I re la n d .  T h e  su rv ey  co v e r in g  th e  1983 a c c o u n t in g  y e a r  
in c lu d e d  all m a n u f a c tu r in g  f irm s  h a v in g  m o re  th a n  30  e m p lo y e e s . T h e  
p o p u la t io n  su rv e y  a c c o u n te d  fo r  86  p e r  cen t o f  m a n u f a c tu r in g  
e m p lo y m e n t  w ith  7 6 ,0 0 0  em p lo y e d  b y  fo re ig n  firm s a n d  9 6 ,0 0 0  e m p lo y e d  
b y  I r is h  f irm s. T h a t  is, th e  r a t io  o f  fo re ig n  to  I r is h  f irm s  e m p lo y m e n t  w as 
0 .79 .

T h e  g ross o u tp u t  p e r  e m p lo y e e  is a b o u t 11 p e r  ce n t h ig h e r  in  fo re ig n  th a n  
in  I r is h  f irm s  w ith  fo re ig n  f irm s  p r o d u c in g  £4 .5  b ill io n  a n d  I r i s h  f irm s  
p ro d u c in g  £ 5 .2  b ill io n  w o rth  o f  o u tp u t  (T ab le  3). A  m o r e  a c c u r a te
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T a b le  3: Gross Output, Gross Value A dded and Wages and  Salaries f o r  
Foreign and  Irish  F irm s in M anufacturing Industry, 1 9 8 3

Foreign Irish F o re ig n /Irish

(£m) (£m)
G ross O u tp u t 4,549 5,190 0 .88
G ross V alue A dded 1,627 1,327 1.23
W ages & Salaries 738 978 0.75

Source: D eriv ed  from  T ab le  1 a n d  A ppend ix  II , In d u stria l D ev elo p m en t A u th o r ity , 1985.

m e a s u re ,  how ever, o f  th e  c o n t r ib u t io n  to  e c o n o m ic  a c tiv i ty  is  v a lu e - a d d e d  
a n d  h e r e  w e see th a t  th e  c o n tr ib u t io n  o f  fo re ig n  f irm s  is  s ig n if ic a n t ly  
g r e a te r  th a n  I r is h  f irm s . T h e  ra t io  o f  fo re ig n  to  I r is h  f irm s  g ro ss  v a lu e  
a d d e d  is 1.22 d e s p ite  th e  fa c t th a t  th e  e m p lo y m e n t r a t io  is a lm o s t th e  e x a c t 
in v e rse  o f  th is .  H o w ev er, r e c o g n is in g  th e  fac t th a t  a v e ry  la rg e  p e r c e n ta g e  
o f  p ro fits , a n d  p e r h a p s  e v e n  c a sh  flow, is r e p a tr ia te d  b y  fo re ig n  f irm s , th e  
w ag e  a n d  s a la ry  p a y m e n ts  a re  a  m o re  a c c u ra te  m e a s u r e  o f  d i r e c t  
c o n t r ib u t io n  to  e c o n o m ic  ac tiv ity . H e r e  w e see th a t  th e  c o n t r ib u t io n  b y  
m a n u f a c tu r in g  f irm s  to  w ag es a n d  sa la r ie s  is g e n e ra lly  in  p r o p o r t i o n  to  
th e ir  e m p lo y m e n t  sh a re . I t  is in te re s tin g  to  n o te , how ever, th a t  d e s p i te  th e  
p r e d o m in ia n c e  o f  fo re ig n  f irm s  in  w h a t m a y  b e  ca lled  th e  h ig h  te c h n o lo g y  
sec to rs , r e q u ir in g ,  b y  im p lic a tio n ,  a  h ig h e r  level o f  sk ill f ro m  its  l a b o u r  
fo rce , th e  a v e ra g e  w ag e  p a id  by  th e se  f irm s  is a p p ro x im a te ly  f iv e  p e r c e n t  
below  th e  a v e ra g e  w a g e  p a id  by  I r is h  f irm s. T h is  p e r h a p s  is p a r t ly  
e x p la in e d  b y  tire a b s e n c e  o f  so m e  o f  th e  m o re  h ig h ly  p a id  te c h n ic a l  a n d  
b u s in e ss  fu n c tio n s  f ro m  th e  fo re ig n  su b s id ia r ie s  lo c a te d  in  I r e la n d .



Inter-Industrial Linkage
O n e  o f  th e  m o s t s ig n if ic a n t d iffe ren ce s  b e tw e e n  fo re ig n  a n d  I r is h  f irm s  is 
th e  leve l o f  in te r - in d u s tr ia l  lin k ag e . D e sp ite  h a v in g  a  level o f  g ro ss  o u tp u t  
w h ic h  is o n ly  12 p e r  c e n t less th a n  I r is h  f irm s , fo re ig n  f irm s  p u rc h a s e  o n ly  
o n e - th i rd  th e  a m o u n t  o f  I r is h  ra w  m a te r ia ls  (o r  in te r m e d ia te  p r o d u c t)  
p u r c h a s e d  b y  th e ir  I r is h  c o u n te r p a r ts  (T a b le  4). T h is  a r ise s  f ro m  th e  fac t
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T a b le  4: Linkage o f  Foreign and Irish M anufacturing Firms, 1983

Foreign F irm s Irish  F irm s F oreign /Irish

(£m ) (£m )
Irish  R aw  M ateria ls 745 2,379 0.31
% of T o ta l R aw  M ateria ls 0.36 0.77
Irish  Services* 526 732 0.72
% o f T o ta l Services 0.63 0.93

S o urce : D e riv ed  from  T ab le  1 an d  A ppendix  I I ,  In d u s tria l D ev elo p m en t A u th o rity , 1985. 
* In c lu d es fuel and energy.

t h a t  th e y  p u rc h a s e  o n ly  36  p e r  c e n t o f  th e i r  ra w  m a te r ia l  r e q u ir e m e n ts  
f ro m  I r is h  f irm s  c o m p a re d  w ith  77 p e r  c e n t in  th e  ca se  o f  I r is h  f irm s. H e r e  
t r e m e n d o u s  p o te n tia l ex is ts  fo r  th e  e x p a n s io n  o f  th e se  lin k a g e s  w h ic h  is 
a  m a jo r  c o n c e rn  o f  c u r r e n t  in d u s t r ia l  policy . R a is in g  in te r - in d u s t r ia l  raw  
m a te r ia ]  p u rc h a s e  b y  te n  p e rc e n ta g e  p o in ts  w o u ld  t r a n s la te  in to  a n  
a d d i t io n a l  £ 2 0 6 m  in  a c tu a l  p u rc h a se s .

T h e r e  is c o n s id e ra b ly  less im b a la n c e  b e tw e e n  fo re ig n  a n d  d o m e s tic  f irm s  
in  th e  p u rc h a s e  o f  I r is h  serv ices . F o re ig n  f irm s  p u rc h a s e  £ 5 2 5 m  w o rth  o f  
I r i s h  se rv ic es  w h ich  is £ 5 3 m  less th a n  m ig h t  b e  e x p e c te d  o n  th e  b a s is  o f  
e m p lo y m e n t  sh are . H o w ev er, fo re ig n  f irm s  s p e n d  a b o u t  20  p e r  c e n t m o re  
o n  se rv ic e s  in  to ta l th a n  I r is h  f irm s. H o w ev er, th e y  p u rc h a s e  o n ly  62 p e r  
c e n t  o f  th e i r  se rv ices in  I r e la n d  c o m p a r e d  to  93  p e r  c e n t b y  I r is h  firm s. 
A g a in  th e r e  ex ists th e  p o ss ib ility  to  e x p lo it  m o r e  su ccessfu lly  th e  se rv ice  
n e e d s  o f  fo re ig n  f irm s. T h is  m ig h t b e  m o re  d if f ic u lt  how ever, s in ce  m u c h  
o f  th e s e  se rv ice  p a y m e n ts  a re  to  o th e r  su b s id ia r ie s  o r  to  th e  p a r e n t  
c o m p a n ie s  in  r e tu r n  fo r  a  te c h n ic a l o r  b u s in e s s  fu n c t io n  c o n tr ib u tio n .

Contribution to Trade and the Balance of Payments
O n e  o f  th e  m o st c o n tro v e rs ia l to p ic s  in  r e c e n t  t im e s  in  r e s p e c t  to  fo re ig n  
f irm s  h a s  b e e n  in  re la t io n  to  th e ir  c o n t r ib u t io n  to  e x p o r ts  a n d  th e  b a la n c e  
o f  p a y m e n ts .  O n  th e  face  o f  it, it w o u ld  a p p e a r  th a t  fo re ig n  f irm s  m a k e  
a  v e ry  s u b s ta n tia l  c o n tr ib u t io n  to  e x p o r ts ,  £ 3 .7  b ill io n  in  1983, w h ic h  is 
o v e r  tw ic e  th e  c o n tr ib u t io n  m a d e  b y  I r is h  f irm s  (T a b le  5). H o w ev er, 
im p o r t s  b y  those  sa m e  f irm s  is 44  p e r  c e n t  o f  e x p o r ts ,  le a v in g  a  n e t  t r a d e  
b a la n c e  o f  £2.1 b ill io n . I t  is in te re s t in g  to  n o te  t h a t  th is  r a t io  o f  im p o r ts  
to  e x p o r ts  a lso  h o ld s  fo r  I r is h  f irm s . A lth o u g h  th is  c o m m o n  ra t io  is



T ab le  5: N et Trade and  N et Foreign Balance fo r  Foreign and Irish  
M anufacturing Firms, 1983
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Foreign Irish F o re ig n /Irish

(£m) (£m)
G ross E xports 3,730 1,765 2.11
Im ports 1,651 752 2.19

N et T ra d e  B alance 2,079 1,013 2.05
P rofits R e p ra tr ia ted

(M axim um ) 731 — —

N et F oreign B alance 1,348 1,013 1.30

S ource: D erived  from  T ab le  1, C h a rt 7 a n d  A ppendix  II , In d u s tr ia l D e v e lo p m en t 
A u th o rity , 1985.

c o in c id e n ta l  i t  d o es  su g g e st a  w ay  o f  a p p ro x im a tin g  th e  d e g re e  o f  t r a n s f e r  
p r ic in g  p ra c tis e d  b y  fo re ig n  firm s. I t  m ig h t b e  e x p e c te d  t h a t  h a v in g  
a d ju s te d  fo r  p r o d u c t io n  m ix  a n d  th e  e x p o r t sh a re  o f  to ta l  sa les  t h a t  th e  
tw o  ra tio s  w o u ld  b e  a p p ro x im a te ly  e q u a l. D e v ia tio n s  aw ay  f ro m  th is  
w o u ld  in d ic a te  th e  d e g re e  o f  t r a n s fe r  p r ic in g  b e in g  p ra c tis e d .

I t  is t r u e  th a t  m u c h  o f  th e  p ro f its  a c c ru in g  to  fo re ig n  f irm s  is r e p a t r i a te d .  
I f  th e  m a x im u m  fo r  1983 w h ic h  w as £ 7 5 9 m  ( th e  a c tu a l a m o u n t  a p p e a r in g  
in  th e  b a la n c e  o f  p a y m e n ts  fo r  1983 w as £ 6 2 5 m ) w a s  r e p a t r i a t e d  th is  
w o u ld  leave a  n e t  fo re ig n  b a la n c e  o f  £1,318. T h is  is th e  n e t  c u r r e n t  
c o n t r ib u t io n  o f  fo re ig n  f irm s  to  th e  e a rn in g s  o f  fo re ig n  c u r r e n c y  w h ic h  is 
p a id  to  I r is h  l a b o u r  a n d  fo r  g o o d s a n d  se rv ices p r o d u c e d  in  I r e la n d .  I t  is 
in  fac t 30 p e r  c e n t g r e a te r  th a n  th e  n e t  fo re ig n  e a rn in g s  o f  I r i s h  
m a n u f a c u r in g  f irm s . T h is  c o n tr ib u t io n  b y  fo re ig n  f irm s  to  th e  I r i s h  
e c o n o m y  is e x tre m e ly  s ig n if ic a n t a n d  in d is p u ta b le .

The Regional Impact of Foreign Firms
T h e  re g io n a l d is t r ib u t io n  o f  e m p lo y m e n t in  fo re ig n  f irm s  fo llow s fa ir ly  
clo sely  th e  u r b a n  h ie ra rc h y . T h e  E a s t  re g io n  w h ich  in c lu d e s  D u b l in  h a s  
o n e  th i r d  o f  fo re ig n  f irm  e m p lo y m e n t (T ab le  6). T h e  S o u th -E a s t ,  w h ic h  
in c lu d e s  C o rk ,  h a s  th e  s e c o n d  h ig h e s t p e rc e n ta g e , w h ile  th e  M id -W e s t,  
w h ic h  in c lu d e s  L im e r ic k ,  h a s  th e  th ird  h ig h e s t p e rc e n ta g e . N e v e r th e le s s ,  
th e re  h a s  b e e n  s ig n if ic a n t d isp e rs a l to  th e  less u r b a n is e d  r e g io n s . T h e  
p o lic y  to  re g io n  a lise  in d u s t r ia l  e m p lo y m e n t h a s  d e p e n d e d  v e ry  h e a v i ly  o n  
th e  d isp e rsa l o f  fo re ig n  f irm s . F o re ig n  f irm s  a c c o u n t fo r  th e  h ig h e s t  
p e rc e n ta g e  o f  to ta l m a n u fa c tu r in g  e m p lo y m e n t in  th o s e  r e g io n s  w h ic h  
sh o w e d  th e  fa s te s t r a te  o f  g ro w th  in  in d u s t r ia l  e m p lo y m e n t o v e r th e  p a s t  
20  y ears . T h u s  th e  M id -W e st, W est a n d  N o rth -W est re g io n s  h a v e  th e  
h e a v ie s t d e p e n d e n c e  o n  fo re ig n  f irm s  fo r  th e ir  to ta l e m p lo y m e n t.



T a b le  6: Employment by Foreign Firms and  Percentage o f  Total M anufacturing  
Employment by Region, 1981
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N um bers % o f Total

D onegal 1,054 16.1
N o rth -W est 2,287 46.8
W est 7,344 48.1
M id -W est 10,798 52.6
S ou th -W est 14,032 37.3
S ou th -E ast '7 ,2 9 5 25.3
E ast 28,171 30.1
N o rth -E ast 6 ,684 36.8
M id lan d s 5,463 36.7

Ire lan d  83 ,128  34.6

Source: O ’Suilleabhain , M .,  1982.

T h e  h e a v y  d e p e n d e n c e  o f  a  re g io n  o n  fo re ig n  f irm s  h a s  so m e  im m e d ia te  
im p l ic a tio n s .  T h e re  is f irs t o f  all th e  s ta b il i ty  o f  e m p lo y m e n t, p a r t ic u la r ly  

\  in  s i tu a t io n s  w h ere  th e  f irm  h a s  l im ite d  its o p e r a t io n s  to  a n  a s s e m b ly  ty p e  
o p e ra tio n .^ S e c o n d ly ,  th e re  is th e  im p a c t  w h ic h  th ese  f irm s  h a v e  o n  
g e n e r a t in g  re g io n a l e c o n o m ic  a c tiv i ty  th r o u g h  th e  p u rc h a s e s  o f  
p r o d u c t io n  m a te r ia ls  a n d  serv ices . I t  is c lea r, f irs t o f  all, t h a t  w h e re  th e re  
is a  h e a v y  c o n c e n tra tio n  o f  fo re ig n  f irm s  in  a  r e g io n  th e re  w ill b e  a  low  
leve l o f  th e se  p u rc h a se s  b e c a u se  o f  th e  g e n e ra lly  low  level o f  in te r ­
in d u s t r ia l  p u rc h a se s  in  I re la n d  b y  su c h  f irm s . B u t i t  is a lso  c lea r, how ever, 
th a t  th o se  less d ev e lo p e d  re g io n s  w h ic h  h a v e  e x p e r ie n c e d  r e c e n t  
in d u s t r ia l is a t io n  h av e  a  lo w er c a p a c ity  to  c a p tu r e  th o se  lin k a g e s  th a n  th e  
m o r e  d e v e lo p e d  reg io n s . F o r e x a m p le , w h ile  th e  c h e m ic a l a n d  m e ta ls  a n d  
e n g in e e r in g  sec to rs, w h ic h  a re  d o m in a te d  by  fo re ig n  f irm s , s p e n d  a n  
a m o u n t  e q u a l  to  27 .0  p e r  c e n t a n d  25 .3  p e r  c e n t  o f  to ta l sa les, re sp ec tiv e ly , 
o n  th e  p u rc h a s e  o f  m a te r ia ls  a n d  se rv ic es  in  I r e la n d ,  g en e ra lly , th e  p ic tu r e  
is q u i te  d if fe re n t  a t  th e  re g io n a l level (T a b le  7). P u rc h a s e s  b y  th e  c h e m ic a l 
s e c to r  is o n ly  2 .0  p e r  c e n t  o f  sa les in  th e  N o rth -W e s t re g io n  a n d  5 .5  p e r

T a b le  7: Inter-Industrial Linkage in W est,1 Northw est2 and Ireland3 in 
Chemical and M etals and  Engineering Sectors

N orth -W est W est Ire land

C hem icals 0 .0204 0.055 0.270
M etals & E ng ineering 0.088 0 .194 0.253

'1 9 8 0  S o urce : B oylan, T . an d  C u d d y , M . (1983)
21983 S o urce : C u d d y , M . (1986)
31983 S o urce : D erived  from  In d u str ia l D ev elo p m en t A u th o rity  (1985) a n d  C e n tra l 

S tatistics O ffice (1983).
^P ro p o rtio n  of total sales.



c e n t  o f  sa les in  th e  W e st re g io n  w h ile  p u rc h a se s  b y  th e  m e ta ls  a n d  
e n g in e e r in g  se c to r  is 8 .8  p e r  ce n t o f  sa les in  th e  N o rth -W e st a n d  19.4 p e r  
c e n t  in  th e  W est. I t  is e v id e n t  th e re fo re , th a t  th e  in d ir e c t  e ffec t o f  fo re ig n  
f irm s  lo c a te d  in  th e  less d ev e lo p e d  re g io n s  is g e n e ra lly  m o r e  im p o r ta n t  to  
o th e r  re g io n s  th a n  to  th e  re g io n s  th em se lv es .

T h e  e x a m p le s  g iv e n  h e r e  h ig h lig h t th e  fac t th a t ,  d e s p ite  th e  c o n c e n t r a t io n  
o f  e ffo rts  b y  th e  I n d u s t r ia l  D e v e lo p m e n t A u th o r i ty  to  d e c e n tra l is e  
in d u s t r ia l  a c tiv i ty  in  I r e la n d ,  th e  m o re  d ev e lo p e d  r e g io n  a n d  in  p a r t i c u la r  
th e  E a s t  re g io n  c a p tu r e d  a  su b s ta n tia l p a r t  o f  th e  sp in -o f f  g e n e r a te d  in  th e  
less d ev e lo p e d  re g io n s .

Summary and Conclusions
F o re ig n  f irm s  h av e  c o n t r ib u te d  v e ry  s ig n ific an tly  to  th e  I r is h  in d u s t r ia l  
b a s e  b o th  d ire c tly  a n d  in d ire c tly . T h e y  em p lo y  d ire c tly  7 8 ,0 0 0  p e r s o n s  o r  
42 p e r  c e n t o f  m a n u f a c tu r in g  e m p lo y m e n t a n d  c o n t r ib u te  £ 7 3 7 m  

..a n n u a lly  in  w ag e s  a n d  sa la rie s . T h e y  d o m in a te  th e  m o r e  te c h n ic a l ly  
a d v a n c e d  se c to rs  w h ic h  b e g s  th e  q u e s tio n  as to  w h e th e r  I r e la n d  c o u ld  h a v e  
p a r t ic ip a te d  to  a n y  s ig n if ic a n t e x te n t  in  th ese  se c to rs  in  th e  a b s e n c e  o f

, fo re ig n  f irm s . I t  is  n o t  o f  co u rse  s u rp r is in g  th a t  U .S . f irm s  s h o u ld  b e  a t
th e  fo re f ro n t o f  - 'fo re ign  d ire c t in v e s tm e n t g iv e n  its  te c h n o lo g ic a l  
s u p e r io r i ty  a n d  its  d e s ire  to  h av e  a  fo o th o ld  in  E u ro p e a n  m a rk e ts .

Tw o im p o r ta n t  in d ire c t  c o n tr ib u t io n s  to  th e  I r is h  e c o n o m y  a r e  m a d e  b y  
fo re ig n  f irm s. ^Firstly, th e y  p u rc h a s e  a p p ro x im a te ly  £1.3 b il l io n  o f  I r is h  
g o o d s  a n d  se rv ic es  in to  th e i r  p ro d u c t io n  p rocess. T h is  r e p r e s e n ts  a  m a jo r  
s t im u lu s  to  th e  I r is h  e c o n o m y  d e s p ite  th e  fa c t th a t  s ig n if ic a n t  
im p ro v e m e n ts  c a n  s till b e  m a d e  in  in c re a s in g  it.^S econd ly , th e r e  h a s  b e e n  
a  s u b s ta n tia l  im p e tu s  g iv e n  b y  fo re ig n  f irm s  to  te c h n o lo g y  t r a n s f e r  a n d  
in n o v a t io r b j l t  is d if f ic u lt  to  q u a n tify  th is  la t te r  c o n t r ib u t io n .  H o w e v e r , 
th r o u g h  th e  d e m a n d  fo r  in p u ts  in to  th e ir  p ro d u c t io n  p ro c e ss  sp e c if ic  
r e q u ir e m e n ts  a n d  s ta n d a r d s  h av e  to  b e  m e t by  I r is h  f irm s  w h ic h  v e ry  
o f te n  r e q u ir e  th e  e n h a n c e m e n t  o f  te c h n o lo g y  levels a n d  a  c e r ta in  lev e l o f  
in n o v a tio n . T h e  sk ills o f  w o rk e rs  in  th e  fo re ig n  f irm s  h a v e  b e e n  
s ig n if ic a n tly  e n h a n c e d . M a n y  fo rm e r  em p lo y ees o f  fo re ig n  f i rm s  n o w  
fo rm  a n  im p o r tn t  s e g m e n t o f  o u r  s to ck  o f  in d ig e n o u s  e n t r e p r e n e u r s .  
T h e r e  h a s  a lso  b e e n  a n  im p o r ta n t  “ d e m o n s tr a tio n  e f fe c t”  o n  I r i s h  f irm s  
w ith  re sp e c t to  ‘b e s t p r a c t ic e ’ in  th e  v a r io u s  te c h n ic a l  a n d  b u s in e s s  
fu n c tio n s  o f  f irm s . T h e  d e m o n s tr a t io n  effect h as  a lso  sp ille d  o v e r  in to  
e d u c a t io n a l a n d  t r a in in g  in s t i tu t io n s  w h ich  have r e s p o n d e d  in  th e i r  
p ro g ra m m e s  to  th e  m o r e  s o p h is tic a te d  n e e d s  o f  fo re ig n  f i r m s j  A  f in a l 
s ig n if ic a n t a n d  v e ry  p o s it iv e  e le m e n t h a s  b e e n  th e  c o n t r ib u t io n  o f  f o re ig n  
f irm s  to  o u r  f o re ig n  e x c h a n g e , e a rn in g s ;  th e  m in im u m  n e t  f o re ig n  
e a rn in g s  b e in g  o f  th e  o r d e r  o f  £1.3 b ill io n  p e r  a n n u m  o n  c u r r e n t  a c c o u n t .
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T h is  is o f  co u rse  30  p e r  c e n t g re a te r  th a n  th e  n e t  c o n t r ib u t io n  b y  I r is h
f irm s  to  o u r  b a lan c e  o f  p a y m e n ts .
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^ J T h e r e  a re , how ever, a  n u m b e r  o f  p ro b le m s  in  r e la t io n  to  fo re ig n  f irm s.
| T h e r e  is th e  q u e s tio n  o f  o u r  h ig h  level o f  d e p e n d e n c y  o n  th e se  f irm s , 
j c o m b in e d  w ith  th e  p ro b le m  o f  th e  in s ta b il i ty  o f  th e se  f irm s ’ p r o d u c t io n  
[^ d e c is io n s . T h e r e  h a s  b e e n  a  v ery  h ig h  r a te  o f  jo b  tu rn o v e r  o r  a  v e ry  h ig h  

leve l o f  g ro ss  to  n e t jo b  c re a tio n  in  fo re ig n  f irm s . T h is  r a t io  h a s  b e e n  
g ro w in g  a n d  over re c e n t y ea rs  h a s  b e e n  less th a n  one . T h e r e  h a s  b e e n  
in c re a s in g  c o m p e ti tio n  fo r  a  d e c re a s in g  v o lu m e  o f  fo re ig n  in v e s tm e n t 
w o rld  w id e . A m o n g  o u r  E E C  p a r tn e r s  w e a re  lo s in g  g r o u n d  n o t o n ly  o n  
th e  a b s o lu te  level b u t  in  o u r  sh a re  o f  n e w  fo re ig n  in v e s tm e n t ( O ’M alley , 
1986). T h is  s itu a tio n  w ill b e c o m e  in c re a s in g ly  c r it ic a l i f  th e  E E C  
c o n t in u e s  its  p u sh  to w ard s  th e  h a r m o n is a t io n  o f  c o m p e ti t io n  th r o u g h o u t  
th e  C o m m u n i ty  in  th e  a b se n c e  o f  a n  effec tiv e  E E C  R e g io n a l Policy. I f  th e  
d ia g n o s is  o f  a  sh o r te n in g  o f  th e  life cycle o f  fo re ig n  f irm s  is c o r re c t  th e n  
th e r e  w ill b e  an  in c re a s in g  sh o r tfa ll in  th e  n e t  j o b  c r e a t io n  by  fo re ig n  

[ " f irm s . C a n  I r is h  f irm s, w ith  th e ir  n e w ly  a u g m e n te d  c a p ita l a n d  h u m a n  
te c h n o lo g y , rise  to  th e  ch a lle n g e  o f  m a k in g  u p  th is  sh o rtfa ll?

T h e  a d d i t io n a l  m a jo r  p ro b le m  w ith  re s p e c t  to  fo re ig n  f irm s  h a s  b e e n  
p r o f i t  r e p a t r ia t io n  w h ich  h a s  b e e n  a s c r ib e d  th e  te r m  “ b la c k  h o le ” m a in ly  
b e c a u s e  o f  id e n tif ic a tio n  p ro b le m s  in  th e  b a la n c e  o f  p a y m e n ts . T h e  
p r o b le m  is n o t  th e  r ig h tn e s s  o r  w ro n g n e s s  o f  th is  a c tiv ity  o n  th e  p a r t  o f  
fo re ig n  f i rm s  since  th e y  a re  r e s p o n d in g  to  o p p o r tu n i ty  o f  in v e s tm e n t o r  
o th e rw ise . T h e  p ro b le m  is th e  fa ilu re  o f  th e  I r is h  e c o n o m y  to  r e ta in  th is  
p o te n t ia l  so u rc e  o f  in v e s tm e n t. A  c e r ta in  a m o u n t  is r e m a in in g  in  I re la n d ;  

r " i n  1983 fo r  ex a m p le , th e  p ro f its  m a d e  b y  fo re ig n  f irm s  w as £7 5 9  m illio n  
I w h ile  th e  c o r re s p o n d in g  o u tflo w  in  th e  b a la n c e  o f  p a y m e n ts  w as o n ly  £625  
1 m illio n . T h e r e  w as th e re fo re  a  r e te n t io n  o r  n e t  in v e s tm e n t b y  fo re ig n  

f i rm s  ( a p a r t  f ro m  a  n ew  firm s  se tt in g  u p )  in  I r e la n d  th a t  y e a r  o f  £134 
m illio n . A s to  how  w e c a n  a t t r a c t  m o re  o f  th is  p o te n t ia l  in v e s tm e n t is 
n a tu r a l ly  a  q u e s tio n  to  w h ic h  th e  g o v e rn m e n t a n d  th e  I n d u s t r ia l  
D e v e lo p m e n t  A u th o r ity  is d e v o tin g  c o n s id e ra b le  en e rg y .

A  f in a l p ro b le m  w h ic h  e m e rg e s  is th e  in h e r e n t  w ea k n ess  in  th e  
o v e rd e p e n d e n c e  o n  fo re ig n  m a n u f a c tu r in g  in d u s t r y  as a  v eh ic le  fo r  

^ - .re g io n a l d e v e lo p m e n t. A lth o u g h  it is e v id e n t  th a t  th e  d isp e rs a l o f  fo re ig n  
f irm s  to  u n d e rd e v e lo p e d  re g io n s  h a s  a n  im p o r ta n t  d ir e c t  im p a c t ,  i t  is c le a r  
a lso  th a t  in d ig e n o u s  f irm s  in  th ese  r e g io n s  h a v e  b e e n  u n a b le  to  re s p o n d  
a b s o lu te ly  in  m e e tin g  th e  lin k a g e  d e m a n d s  o f  th e s e  f irm s. T h e  slow ing  
d o w n  o f  fo re ig n  in v e s tm e n t w ill c e r ta in ly  n o t  b e  o ffse t b y  th e  e x p a n s io n  
o f  th e  in d ig e n o u s  f irm s  in  th e se  re g io n s . A n d  th e  fo re ig n  f irm s  th a t  w ill 
lo c a te  in  I re la n d  a re  u n lik e ly  to  b e  a t t r a c te d  to  th e s e  less d ev e lo p  re g io n s
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g iv e n  th e  r e o r ie n ta t io n  o f  in d u s tr ia l  p o licy  a n d  th e  w e a k e n in g  o f  th e  
r e g io n a l  d im e n s io n  o f  th is  policy. T h e  h a rm o n is a t io n  o f  E E C  c o m p e t i t io n  
p o lic y  w ill h av e  its  im p a c t ev en  m o re  fo rce fu lly  in  th e se  le s se r  d e v e lo p e d  
r e g io n s  o f  I re la n d . T a k in g  th e se  v a r io u s  s tr a n d s  to g e th e r  th e  
im p le m e n ta t io n  o f  e ffec tive  re g io n a l p o licy  a t  E C  a n d  n a t io n a l  lev e l 
b e c o m e s  im p e ra tiv e  fo r  th e  e c o n o m ic  su rv iv a l o f  th e  less d e v e lo p e d  
r e g io n s  in  I re la n d .

[ O v e ra l l  th e  c o n t r ib u t io n  o f  fo re ig n  d ire c t in v e s tm e n t m u s t  b e  j u d g e d  to

Lh a v e  m a d e  a  c o n s id e ra b le  c o n tr ib u t io n  to  I r is h  p o s t-w a r  e c o n o m ic  
d e v e lo p m e n t,  b o th  d ire c tly  a n d  in d ire c tly . A s we h av e  d e m o n s t r a te d  in  th e  
p re v io u s  se c tio n  m u l t in a t io n a l  f irm s  h av e  c o n tr ib u te d  s u b s ta n t ia l ly  to  
m a jo r  a sp e c ts  o f  o u r  e c o n o m ic  d e v e lo p m e n t, be it  in  in d u s t r i a l  e x p o r t  
g ro w th , o r  n e t  fo re ig n  e a rn in g s ,  o r  n e t  e m p lo y m e n t c re a tio n .

N o tw ith s ta n d in g  th e  o v e ra ll p o s itiv e  view , w h ich  w e h a v e  ta k e n  to w a rd s  
th e  c o n t r ib u t io n  o f  fo re ig n  d ire c t in v e s tm e n t to  I r is h  p o s t-w a r  e c o n o m ic  
d e v e lo p m e n t, th re e  q u a l ify in g  c o m m e n ts  a re  w a r ra n te d .  F irs tly , I r e l a n d  
in  c o m m o n  w ith  m o s t c o u n tr ie s  w h ic h  h av e  b e e n  h o s ts  to - f o r e ig n  d i r e c t  
in v e s tm e n t, h a s  u n d o u b te d ly  e n te r e d  in to  a  n ew  se t o f  d e p e n d e n c y  
r e la t io n s h ip s  w ith  fo re ig n  m o b ile  in v e s tm e n t, w h e re  a  g r e a t  d e a l  o f  th e  

^ d e c is io n -m a k in g  is to ta l ly  o u ts id e  o u r  c o n tro l. T h is  ca lls  in to  q u e s t io n  th e  
a d e q u a c y  o f  th e  s t r u c tu re s  a v a ila b le  to  th e  n a t io n - s ta te  to  e n c o u n te r  a n d  
m a n a g e  a  p ro c e ss  w h ic h  h a s  c le a rly  tr a n s c e n d e d  su c h  s t r u c tu r e s .  I r e la n d  
b e in g  a  p a r t i c u la r  su b -sp e c ie s  o f  th e  n a t io n -s ta te , i.e. a  s m a l l - o p e r
eco n o m y , is p a r t ic u la r ly  v u ln e ra b le  in  th is  re g a rd . O u r s  m a y  n o t  b e  the 
d e p e n d e n c y  as a r t i c u la te d  w ith in  th i r d  w o rld  c o u n tr ie s , b u t  t h a t  is  s u r e ly  
a  m a t te r  o f  d e g re e  r a th e r  th a n  o f  k in d . S econd ly , it w o u ld  b e  n a iv e  o f  u s  
in  I r e la n d  to  ex p e c t th a t  m u lt in a t io n a l  f irm s  o p e r a t in g  in  I r e l a n d  w o u ld  
n o t e n g a g e  in  w h a t  m u s t  b e  r e g a rd e d  a s  n o rm a l  p ra c tic e  fo r  s u c h  f irm s . 
T h e  fa c t t h a t  w e sh o u ld  n o w  b e la te d ly  r e g a rd  su c h  p ro c e sse s  a s  t r a n s f e r  

^ Ip r ic in g  o r  r e p a t r i a t io n  o f  p ro f its  as  p ro b le m s  is a n  in te r e s t in g  m e a s u r e  o f  
o u r  la c k  o f  u n d e r s ta n d in g  o f  how  su c h  f irm s  o p e ra te . I n  th e  a b s e n c e  o f  
so m e  f u n d a m e n ta l  r e th in k in g  o n  th e  p a r t  o f  I r is h  p o lic y  m a k e r s  s u c h  
p ra c tic e s  b y  m u l t in a t io n a l  f irm s  m u s t  b e  r e g a rd e d  as  b e in g  p e r f e c t ly  
c o n s is te n t w ith  th e  te rm s  a g re e d  w ith  th e se  f irm s  f ro m  th e  o u ts e t .  F in a lly , 
th e  w isd o m  o f  c o n t in u in g  to  re ly  o n  fo re ig n  d ire c t in v e s tm e n t in  th e  f o rm  

J  in  w h ic h  w e h a v e  to -d a te  h a s  b e e n  ca lle d  in to  q u e s tio n  in  th e  p o st-T e le s is  
e x a m in a t io n  o f  in d u s t r ia l  policy. T h e  re sp o n se  o f  p o l ic y -m a k e rs  in  r e ­
d ir e c t in g  in d u s t r ia l  p o lic y  to  e n g a g e  th e se  p ro b le m s  w ill b e  o f  im m e n s e  
a n d  lo n g - te rm  s ig n if ic a n c e  to  th e  f u tu re  o f  I r is h  e c o n o m ic  d e v e lo p m e n t .
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