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among inputs whereby rna1=Mrsctiorts of. one piece of eqLiipmvit or shirking by an

^
t

assernbiy line worker imposes casts on the remaining èquipn,errt and labour

inputs. An effective pricing arrangement in 'this circurns^ance would necessitate

a reduced price for the ma]functioning equipment. or the s^irking worker

sufficient ta compensate for the costs impased on remairting inputs.. lndivi&ial

pr.icin& by the. input owttiers is uniïkely to adjk:st• adequately to this cos4 s,^ifting.-

Hence, the signalting properties of prices are unlikely to provide appropriate

sigriaCs for- ail"a#ing the input resources. Mattagerial commands- or idirectdves

can 4ake the interdeperndence of inputs Into account rnor(^ readity and command

the replacement of rnalfunctiOning- eqviprnen4. or dis cip]ïne ,the ^hirk:ng wor^çer',^

The co-ordination of produc4:ve- activ:ties in a firm by managerial camrnar<ds

results fram the superïvr ability. af manageria] resourees tb"take interdependence

into consideration. This superior monitoring capability generates a mare

productive production process yielding greater returns than would. be availa^le b;'

using a pri.cirt.g sysÇecn.

The. MNE is a spe;--ific type of' firm distinguished by toreig.n control

enforced through ownership of' dor-nestic equity. The interdep.endence that

causes MNEs is a, ; variant of- interdependence disc-ussed above. The

interdependence is betweerr inputs irr one country and inputs in other countries

whereb y ir^ze^r^atipnal co-ordination of pfodu,c,0ve* act3vity by managerial.

Comrnands yields grei^ter wealth than either dornestic co-vrdinati'vn by firms. or

international cc^-ordination of rnarkets.4 The international interdependence

arnorag inputs that causes MN'F_:s. occurs in several d#stinct rnanifestatiorks.
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