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This thesis focuses on the theoretical analysis of the activities/function of the multi- national firms in developing countries. It gives special emphasis to studying the analytical capability of the Dependence Theory regarding the work of such companies in the developing countries. The thesis is founded on the essential assumption that these companies are in fact hindering independent development in third world countries rather than promoting it. So then, how could this obstacle be overcome, and how could disengagement from the multi-national companies be achieved?

The thesis’ assumption summarizes the core of the research interest. It focuses on two parts: first, the way the multi-national firms that invest in developing countries effect their economies; and second how these countries could get rid of the dependency stemming from these companies investments. The thesis deals with two parts by using the Dependency Theory and its behavioral tools and checking its analytical ability in light of the vision and solutions offered by this theory’s ideologists of the theory on the work of the multi-national companies work in the developing countries.

In the context of studying the theory as a learning tool, the thesis starts with the external criticism of the theory, especially David Harrison, because of its comprehensiveness and focusing on the internal criticism, Despite the  fact that the external criticism were made by some of the Dependency theorists such as Fernando Cardoso.

The research topic was dealt with through the Dependence Theory and its major assumptions were used. The aim of beginning to criticize the theory and then dealing with the theoretical context is to study the analytical ability of the Dependence Theory within a process of objective episodes that starts with criticism with the intention to study the analytical and learning tools belonging to this theory that has been already criticized. Reaching the Dependence Theory’s analytical capabilities will decide the results of this thesis’ research.

Because the emphasis in this thesis is focused on the theoretical aspect and especially the most suitable way to achieve disengagement between the multi-national companies and the developing countries, practical disengagement are mentioned that deal with two different stances within the Dependence Theory. Both experiences were dealt with in a manner that covers the major details without getting into their nitty gritty because of a wish not to breach the research’s theoretical context and so as to ease the comparison process on this matter.

India’s experience with the international computer technology industry, that is mentioned in this study, constitutes a behavior that supports the moderate stance in the Dependency Theory, which calls for benefiting from the economic power elements that the multi-national firms – especially the huge capitol and the developed technological capabilities – by reaching contracts that guarantee the achievement of economic growth and relative economic independence and that simultaneously push towards disengagement with these companies. Those upholding this principle see that reaching contracts with these companies in a way that guarantees disengagement comes only through good negotiations and exploiting the competition between the firms as well as through the good management of the contracting process with them.

However, Mexico’s experience in the Barbasco industry that was included in this study for reasons of comparison supports the radical position, which starts the interests of poor Countries. It states that capital investment in the Dependence Countries and instilling technologies in them only enhance dependency in them rather than opening horizons to getting rid of it because the socio-economic and political structures in them are directed by the central countries, where the companies are located, to enhance the dependency. The lack of the presence of socio-political foundations in these countries to direct the capital investment in their interests. Thus, such countries can only achieve development and growth through independent development that is totally detached from the center countries. A good reason for this is the fact that the developing countries will never be an exact copy of the history of Western capitalism because of the effect of the Western industrial powers especially in the colonial era when they subdued the poor countries’ potential to their own interest, which at least in part made these countries backward.  

This study reaches the conclusion that the dependency theory enjoys a comprehensive methodology and learning tools that constitute a solid core in analyzing the international economic system. After comparing the moderate and radical positions, it became clear that the former is suited in its suggestions on disengagement between the field and the multi-national companies in the central countries because of its call to benefit from the technological advancement and the huge capital presented by it to achieve the disengagement through good negotiations and exploiting the competition between the multi-national companies to receive good negotiational conditions needed to reaching the wished for disengagement.       

