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The setting 

In the literature on the world economy, 
comparatively little attention has been 
paid to what is, in fact, its largest and 
most dynamic sector - services, and 
even less analytical work has been de
voted to the role of transnational corpo
rations (TNCs) in this sector. 

This enquiry marks the beginning of 
an overall synthesis of the role of corpo
rate power in the proliferation of the 
various branches of the service sector. 

The internationalization of the out
put of goods and services I has its origin 
in the efflorescence of the world market 
since the Renaissance. The extent to 
which any particular commodity is in
ternationalized has fluctuated consider
ably from time to time in the course of 
the evolution of the capitalist system. 
The trade in tea, cane sugar, tobacco, 
cotton and animal furs expanded from 
domestic markets in the sixteenth centu
ry into international ones by the end of 
the eighteenth century, the high-water 
mark in the fortunes of mercantilism. 
This internationalization was further 
intensified in the nineteenth century, in 
the heyday of economic liberalism. 

However, the progress from interna
tionalization to transnationalization 
occurred only at the turn of the present 
century, when transnational corpora
tions began exporting capital, goods 
and services in large volume. Transna
tionalization marks a specific stage in 
the higher evolution of mature capital
ism, in which a given sector's output 
falls within the controlling ambit of the 
transnational corporation. By the 1960s, 
with the ascendancy of conglomera
tion 2 on a massive scale, the TNC be
came the principal vehicle of internatio
nalization. 

Central currents 

eclipsed agriculture and manufacturing 
as the leader in the global economy, and 
can be expected to gather momentum 
over the remaining years of the century. 
• Until the last decade, services were the
least internationalized of the major sec
tors and the least penetrated by trans
national corporate capital.
• The internationalization of services is
being strongly encouraged by two sets of
corporate phenomena. The first is what
may be designated as the formation of
Transnational Service Conglomerates 

(TSCs), which operate in two or more 
service sectors. The second is the forma
tion of Transnational Integral Con

glomerates (TICs), which span a large 
spectrum of both service and industrial 
sectors, whose highest expression to 
date are the huge and powerful Japanese 
conglomerate groupings (e g Mitsu
bishi, Mitsui, Sumitomo, etc). 

An analytical differentiation must be 
made between giant industrial corpora
tions (e g Bayer and Toyota) and the 
large service conglomerates (e g Dentsu 
and Sears). Economies of scale in in
dustry proper can be realized by the pro
duction of a large number of standard
ized units in one location. In contrast, 
services often do not lend themselves to 
operations in standardized units. Rath
er, in the case of services, economies of 
scale are achieved by organizing individ
ual units (e g Hertz car rental centres) in
to chains, and managing them from a 
central office through computerized 
operations. Effectively, TSCs combine a 
high degree of centralization in overall 
administration and finance with a pro
pensity for decentralization by means of 
their far-flung distribution network 
operating through franchises. 

The spectrum ranging from absolute 
centralization to absolute decentraliza
tion is broad, and a given firm's position 
on that spectrum is largely determined 

. by the nature of the commodity or ser-
f'.'0ur central elemen�s m the transfor1:1a- vice bought and sold and the technology 
t10nal process const�tute the foundation employed. Hence the degree of centrali
of the present enqmry: zation or decentralization, as the case 
• The heterogeneous service sector has may be, is not the decisive determinant
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