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Abstract 

 

The subject of the paper is the technology strategy of 

transnational companies. In the terms of globalization, transnational 

companies have the main role in global development, innovation 

activities and in technology transfer. Because of that, the success of 

transnational companies depends on the choice of transnational 

strategies. At the beginning, the aspects which should be taken in 

consideration are analyzed, together with the conditions for choosing the 

determined strategy. After that, the phases of technology transfer are 

explored. 

From the many technology strategies, the strategy of research and 

development and the strategy of diversification are specially analyzed.  

The aim of this paper is to show the big influence of technology 

strategy of transnational companies over the host economy, together: the 

external and internal. 

In order to achieve the aim of the research, the methods of 

induction, deduction, synthesis of systematic analyses, comparison, as 

well as combination of qualitative and quantitative analyses of the results 

have been used. 
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Introduction 
 

In the terms of globalization, transnational corporations (TNCs) 

have the main role in reaching global growth and development. They are 

the main engine of globalization and internationalization. Transnational 

companies consist of a group of geographically dispersed organization 

parts which act together and are oriented to various goals.   

Each part can be founded like an internal network which is built 

in an external network together with all other organizations, such as 

consumers, suppliers, regulative. All these parts of TNCs must 

collaborate. 

TNC are an important factor in the transfer of contemporary 

technology and contemporary processes.
2
The biggest 500 TNCs are the 

leaders in the world business. 

When choosing a particular strategy, TNCs have to consider the 

following: 

 The position of their own market and the life cycle of the 

technology used, 

 The position of the competition in the same market and  

 Macro environment (social and political) in the country which 

appears like a buyer.   

TNC has a main role in innovations and in the growth of 

productivity. In this context, it is important to understand which types of 

innovation activities foreign TNCs located in their own country and 

which in other countries.(Alan M.Rugman, 2007:4). 

Research shows that in the base of the formulation of strategies of 

TNCs is the knowledge management, which can be used outside the 

home country.
3
 To select an appropriate technology strategy, a capacity 

for combining internal, external, local and international technological 

knowledge is necessary. With combining these four types of knowledge 

it is possible to get larger effects of innovation activities. (John Cantwell, 

2010: 6).  

For successful functioning of the TNCs, the strategies of research 

and development and the diversification strategies have great importance. 

(Oscar Franklin, 2010: 39). 

                                                 
2
 OECD. 2008. Guidelines for Multinational Enterprises. p.10. 

3
 Mark Lorenzen, Volker Mahnke. (2002), “Global strategy and the acquisition of local 

knowledge: How MNCs enter regional knowledge clusters”, Copenhagen/Elsinore, 6-8 

June, p.2. 
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1. Strategy of research and development 
 

The strategy of research and development is the basic component 

for long life development of the companies. Especially, the activities of 

TNCs in research and development are significant, respectively 98% 

from 700 leading companies in research and development are TNCs. 

They have 69% share in the total research and development business. 

Some of them, such as: “Ford”, “Daimler Chrysler” and “Siemens”, 

individually invest in research and development more than the total costs 

of some developed countries like: Spain, Switzerland or Israel.  

Certainly, their growth in innovation activities is not concentrated only in 

the home country, but also in external activities. 

For example, according to the research done in 30 countries 

(developed and developing), the share of foreign companies in total 

investments in research and development in the monitoring country has 

grown from 10,3% in 1993 to 15,9 in 2002. In Ireland, Hungary and 

Singapore that share of foreign companies reached 50% from total 

investments in research and development of those countries.
4
 

 

Table 1: Strategies of research and development 
 

Strategy Technology 

Strategy 1 Oriented to foreign direct investments in research and 

development 

Strategy 2 Use the host’s strengths for investments in research and 

development 

Strategy 3 Focusing technology in company with technology 

advantage at home and in the host country  

Strategy 4 Market oriented technology strategy concentrated on 

foreign direct investments 
 

Source: Adapted by Christian Le Bas, 2007: 3-9. 
 

With the focus on location of activities of research and 

development, a simple matrix is developed.  In this matrix, the strengths 

and weakness are taken in consideration, according to foreign direct 

investments and research and development, based on the characteristics 

of the domestic country, also including the technology of domestic 

companies.  

                                                 
4
 D. Castelani, A.Zanfei. (2006) “Multinational Firms, Innovation and productivity”, 

Edward Elgar Publishing Inc. p.1. 
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Based on these aspects, four types of strategies are defined, 

shown in Table 1 above: 

These strategies are explained as follows: 

 Strategy 1: The first strategies are oriented to foreign direct 

investments in research and development. This type of strategies 

is oriented to neutralizing the weaknesses of the domestic country 

of a particular kind and in particular field of technology. This is 

realized by choosing a host country with proven strengths in the 

desired technology. 

 Strategy 2: This type of strategies use the domestic strengths for 

investing in research and development. These are completely 

opposite strategies to the first ones. The focus is to invest home, 

but to use the existing corporative specifics in foreign 

environment, especially in regions that lack in the particular 

technology field. 

 Strategy 3: This type of strategies are focused on technologies in 

the company which has technology advantage home and in the 

host country. These type of strategies correspond to dynamic 

learning. The companies take into account time which is 

necessary to build their own technology capital.  

 Strategy 4: These are the market oriented technology strategies 

which are oriented to foreign direct investments in research and 

development. These respond to the situations in which companies 

invest in technology activities outside their home country. The 

home country lacks these technologies, but no more than the 

foreign country. In other words: there are no technology 

advantages, neither in the home country, nor the host country. 

These strategies are not technology oriented and they are mostly 

result of mergers and acquisitions. 

 

 

2. Diversification strategies 

 

Diversifications strategies are used in the following situations: 

- When there is a risk of reducing the growth in the existing 

business, 

- When there is a possibility of enlarging in the industries which 

technologies complement the existing business and 
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- When the TNC has a famous name and intends to transfer in 

another business. 

 

Table 2: Characteristic of diversification strategies  
 

Object of 

diversification 

Characteristic 

Location Production in various countries 

Technology Various technology 

Manufacturing New technology lines 

Multinational New products with new technologies at new 

locations 
 

Source: Jiatao Li Deborah R. Yue, 2008:670- 672. 

 

From the diversification strategies we will mention the strategies 

in the Table 2 above. These strategies are characterized with the 

following: 

 Diversification of the location of manufacturing. These strategies 

are strategies for internationalization of manufacturing, i.e., 

locating the manufacturing in various countries.  

 Technology diversification. These strategies keep the same 

products, but manufacture them with various technologies. 

 Manufacturing diversification. These strategies represent 

manufacturing the products with new technology lines, but with 

the same technologies. 

 Strategies for multinational diversification. These strategies 

enable the manufacturing of new products with new technologies 

at new locations.  

 

 

 

 

 

 

 

 

 

 



Economic Development No.1-2/2015 p.(361-370) 

366 

Table 3: The activities of the transnational company EVN Group  
 

Production Grid 

infrastructu-

re Austria 

Energy 

trade and 

supply 

Supplying of 

Southeast 

Europe 

Environmen

tal services 

Heat energy Regional 

electricity 

and natural 

gas grids 

Electricity 

supply and 

primary 

energy 

sources 

Electricity 

grid and sales 

(BG and 

MK) 

Drinking 

water 

Hydropower Cable TV/ 

Telecom 

networks 

Wholesale 

and retail 

Production 

and sales of 

heat energy 

(BG) 

Waste water 

Wind  Production 

and heat sales 

Gas grid 

(Croatia) 

Waste 

burning 

Other   Trade energy 

(Southeast 

Europe) 

 

Austria, 

Germany, 

Albania and 

Bulgaria 

Austria Austria and 

Germany 

Bulgaria, 

Croatia,    

MK and 

Serbia 

Austria, 

Croatia, 

Cyprus, 

Denmark, 

Estonia, 

Germany, 

Hungary, 

Latvia, 

Lithuania, 

Montenegro, 

Poland, 

Slovenia, 

Slovakia and 

Turkey 
 

Source: http://www.evn.at/SpecialPages/Kapitalerhoehung/Prospekt.aspx 

 

As an example of a TNC, the company EVN is analyzed. As a 

transnational company, EVN uses a multinational diversification 

strategy, i.e., activities that are located in various countries. 

In the Table 3 above, the activities in various segments and 

countries of acting of EVN Group are presented.
5
 The multinational 

strategies of EVN Group are analyzed, as follows: 

                                                 
5
 http://www.evn.at/SpecialPages/Kapitalerhoehung/Prospekt.aspx p.2. 

http://www.evn.at/SpecialPages/Kapitalerhoehung/Prospekt.aspx
http://www.evn.at/SpecialPages/Kapitalerhoehung/Prospekt.aspx
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The production of energy from thermal power plants and from 

renewable energy resources predominately is located in Austria and in 

Germany, through the Production segment. Apart from Austria and 

Germany, EVN Group is involved in the distributive network in 

Macedonia and Bulgaria, through the Segment for supplying with energy 

of Southeast Europe.  Through the Service segment, EVN Group 

participated in activities for drinking water supply and for industrial 

needs in Southern Austria and in 14 countries.  With its strategy, EVN 

Group is a famous brand in many energetic fields in Europe. 

The increase or decrease in the technology diversification always 

has a trend of increasing or decreasing of funds for research and 

development. It confirms the importance of an active process of 

technology diversification.  

 

 

3. Technology transfer 
 

The role of TNC in technology transfer is especially important. 

The transfer of technology enables direct access to modern ways of 

production and knowledge. In a commercial sense, the transfer of 

technology provides documentation, knowledge, experience or 

equipment under determined conditions to the technology buyers. It can 

include one or more stages of production or stages in the selling process.  

When choosing a technology, subjects can use home or foreign 

sources of technology. The home sources encompass the own research 

resources of technology users or research achievements of other home 

researches, which are primary concentrated in research institutes at high 

education institutions. TNCs have the main role of connecting systems in 

the transfer of technology. . 

The most important ways of transferring technology are: licenses, 

joint ventures, production cooperation, carrying out investment activities 

and franchises. (Zlatka Popovska, 2000: 446-448). 

For the Macedonian economy, joint ventures have the greatest 

importance in development. Joint venture is an investment of two or 

more business entities in a new or existing company where the partners 

together invest capital, manage the company and divide the profit. The 

influence of joint venture and their motives can be analyzed from the 

foreign and the home partner. 

In the literature the following phases in technology transfer are 

accented (Petra Kranikikj, 2006, p:6): 
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 Phase 1: Defining the needs; 

 Phase 2: Defining the criteria for assessment of solutions; 

 Phase 3: Analyzing of technical solutions; 

 Phase 4: Selecting an optimal technology;  

 Phase 5: Negotiations for technology transfer;  

 Phase 6: Establishing the contract for technology transfer; 

 Phase 7: Technology supplying;  

 Phase 8: Implementing the technology; and 

 Phase 9: Redefining the needs. 

The research shows that with the transfer of technology the TNCs 

enable bigger mobility of employers at the various locations. High levels 

of loyalty and greater motivation are also achieved in this way. 

 

 

4. The effects of TNCs on the domestic economy 
 

The influence of the TNCs on the domestic economy is very big. 

There is no dispute that TNCs increase the level of technological 

dependence, especially in the case of less developed countries. At the 

same time, TNC also fulfill significant positive effects such as the 

following: 

 Transfer of technology; 

 Reserve the additional recourses for many countries; 

 Reserve the knowledge transfer for local citizens; 

 Enable development of international market standards. 

The effects of TNCs on the domestic economy can be grouped in 

two groups: internal and external. (D. Castelani, A.Zanfei. 2006:173-

174). 

On one hand, in most parts TNCs have bigger productivity and 

greater affinity for innovation and research and development than the 

domestic companies. Because of that, every time when a foreign or home 

multinational company enters or enlarges the activities in a particular 

state, they directly influence the characteristic of the economy.  

On the other hand, TNCs have an external effect on the input – 

the surviving and performances of the rest of the companies in the 

country. Theoretical research suggests that the TNCs produce profit, both 

in money and in knowledge.  

These external effects can be grouped in four main ways, as 

follows: 
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- Competition, 

- Imitation and demonstration, 

- Workforce mobility, and  

- Flows and connections. 

Many practical experiences prove that the network effect on the 

TNCs is evident. The results of research of some Italian companies 

indicate that an important improvement can be reached by transferring 

the production facilities in another country. 

The influence of internal and external networks, which are needed 

for innovative activities, is very important.  

It is known from experience that for a successful realization of 

any technology strategy, the connection of three systems: technical, 

political and social is needed. This is possible to achieve with the three 

managerial instruments: mission and strategy, organizational structure 

and management of human resources. There is a need to asset what kind 

of change for each system is necessary.  

 

 

Conclusion 
 

In globalization terms, TNCs dictate the development of 

contemporary processes. It can be concluded that TNCs with their 

activities carry the main role of internationalization of the world market. 

It is particularly important what kind of strategy TNCs will 

choose, because that will dictate the entire development. The 

comprehensive analysis of strengths and weaknesses in the environment 

should be done, the life circle of products in the host country, also in the 

countries where TNC have subsidiaries.  

With the transfer of technology, TNCs reserve bigger mobility of 

the employers to the many locations, rationalizations, bigger loyalty and 

bigger motivation of employers. 

The strategy research and development are basic components for 

long life company development. The highest percent, 98% from 700 

leading companies in research and development are TNC and they share 

69% from the total business in research and development.  

The diversification strategies are used in the following cases: 

When there is a risk of reducing the growth in the existing business, 

when there is a possibility for enlarging in the industries whose 

technologies complement the existing business and when the TNC have a 

famous name and want to transfer in another business. 
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After adopting a particular strategy, the connection of three 

systems: technical, political and social must be done with managerial 

instruments: mission, organizational structure and management of the 

human resources. 

The influence of external and internal networks has a big 

influence on the domestic economy and on the global growth and 

development, in general. 
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