Theme 3: People, Work and Development
	Name of Case Study


	A Case Study of a Trans-national Company: Primark

	How can it be used in the exam?


	· The advantages and disadvantages of TNC investment

· Overseas investment

· A location where a Trans-national company has created employment opportunities.

	Key Words


	TNC or MNC, globalisation, interdependence, transport, communications, location, labour, manufacturing, primary/secondary/tertiary industry, NICs, RICs,  fast fashion, global division of labour, profit, indirect, direct, positive multiplier effect. 


	TNC Background Information
	· The world is increasingly interdependent: more and more places are being linked together by flows of money ideas and goods. This process is known as globalisation.

· Key players in the process of globalisation have been multi-national companies (MNCs) or trans-national companies (TNCs)

· For a company to be defined as a TNC it must have branches in more than one country.

· TNCs are able to locate in different countries due to globalisation and an improvement in transport and communications.

· Primark has branches in many different countries because they want to reduce costs.
· With lower costs their profits are higher.
· TNCs keep costs low by using factories in regions of the world that have low labour costs and low business rates (the tax paid by a company)


	Primark Background Information
	· Primark is a clothing retailer

· Headquarters (home country) is in Ireland (MEDC). 
· Primark’s revenue (income) each year is US$1.7 billion.

· Primark has stores (sales) in UK, Ireland, Spain, Germany Portugal, Netherlands and Belgium. All these countries are MEDCs and are in Western Europe. These are the countries that have high levels of consumerism and want ‘fast fashion’.
· Primark manufactures clothes in India, Bangladesah China, Vietnam and Sri Lanka. These countries are LEDCs, NICs and RICs and have low labour costs.

· Primark buys the cotton (raw material) from Pakistan, Benin and Uzbekistan. These countries are LEDCs and supply cheap raw materials.

· This global division of labour means production costs are low and Primark can sell their products cheaply whilst still keeping the profits high.

	The Advantages of TNC Investment


	When Primark opens stores or uses factories it can have a positive impact on local people and the local economy.
· It brings work to the country and uses local labour. (direct benefit)
· Local families have larger incomes. They have more spare cash that they can spend in local businesses.

· Bangladesh earned £125 billion from exporting clothes to companies like Primark so that they could be sold in shops in MEDCs.
· Local firms that supply the TNC with parts or services such as cleaning, maintenance or catering have more work. They take on extra staff. (indirect benefit)
· Companies provide expensive machinery and modern technology. 

· The image of a region is improved and other new businesses may be attracted to locate there. 

· The government can earn more money from wages and sales made in the country where the TNC has located its business, which can be invested back into the country.
· There are improvement in roads, airports and services to attract TNCs. The tax paid by TNCs can also be invested in infrastructure. 

· These benefits to the local economy are known as a positive multiplier effect.
· Primark has had to clean up its act in the face of high profile accidents and publicity.  They are now paying higher wages, improving working conditions and also providing training and opportunities for workers to get promoted as managers.

	The Disadvantages of TNC Investment


	There can also be disadvantages to people and the local economy.
· The local labour force may be poorly paid.  In Bangladesh workers in some factories making clothes for Primark earn 7p an hour.  It is estimated a worker needs to earn a minimum 30p an hour to lead a decent life in Bangaldesh (a living wage).
· 7p an hour is the same as £23.69 a month.  Primark makes a large profit when it sells the clothes to people living in LEDCs.  They want people in poorer countries to be paid lower wages.

· In India Primark is legally allowed to pay women and girls less than boys for making clothes.
· There is often no holiday or sick pay and no maximum number of working hours per week in the factories that Primark use to manufacture clothes. 
· Workers using sewing machines in a factory making clothes for Primark In Bangladesh had to work 80 hours a week.

· Primark has been criticised for being linked to factories in India that use child labour. 

· There may be insufficient attention to health and safety factors and the protection of the environment.

· In 2013 a factory owned by a company in Bangladesh making clothes for Primark collapsed due to terrible building conditions and killed 450 people.

· Decisions are made in the home country, and the company could pull out at any time leaving many people unemployed.

· Most of the profits go to the home country (outflow of wealth)

· GNP grows less quickly than that of the home company’s headquarters, widening the gap between economically developed and developing countries.

· Transporting clothing on large container ships contributes to carbon emissions and global warming.
· The ‘fast fashion’ approach that Primark and other companies take means that 30% of the waster in landfills is made up from cheap textiles and clothes.

· The low cost and high volume approach of fast fashion can only happen because of the labour intensive and low wages paid to workers making the clothes in less developed economies.


