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Introduction

Since the anti-globalisation protests in Seattle in 1999, there has been renewed concern about the role and place of transnational corporations in the global economy and polity. Considerable anxiety of those worried about corporate hegemony has focused on the power of corporations to influence states both domestically and internationally. However, with challenges emanating from both sides of the debate about globalisation, and given the difficulty in measuring the real political power of business interests, it can be problematic to make any authoritative statements.

An influential analysis was made by Anderson and Cavanagh of the Institute for Policy Studies looking at the rise of corporate power. They found that, “Of the 100 largest economies in the world, 51 are corporations; only 49 are countries.” (Anderson and Cavanagh 2000: i), based on contrasting the sales of the Fortune Global 200 versus the gross domestic product of countries. As has rightly been pointed out by economists, this is like comparing apples and oranges because sales and GDP measure very different things. (De Grauwe and Cameron 2002; Wolf 2004) However, the response by De Grauwe and Camerman, which instead compares GDP to the value-added of the same corporate list, not only is very imprecise, but misses the mark in terms of what needs to be compared to determine the relative power of corporations and countries.

Using the GDP of a country as a proxy for said country's power in the sphere of international negotiations is certainly going to be wrong, with errors falling in both directions. First, the official GDP statistics are likely to far under report the actual activity of any economy, especially those in the developing world, because of the amount of activity that occurs in the informal sector. Estimates have shown as much as 90% employment in areas outside of the formal, recorded economy in some countries. (ILO 2002)

On the other hand, the power of a country is not solely, or sometimes not even mainly, determined by the size its economy. Geo-strategic concerns, military might, historical relations, and other factors also influence sovereign power in the international sphere. Additionally, governments do not have absolute control over their whole economies, and can not extract 100% of the surplus out of those economies. As an entity, the government's resources are much more limited, namely to the taxation it can take from its citizens. Theory has long pointed to the fact that there is a limit to what a government can extract from its national economy, based on the fact that more oppressive taxation reduces the incentives for citizens to invest in productive activities. (Olsen 2000) This means that only a percentage all economic activity can directly be harnessed by the administration for use in governmental activities, be they provision of public goods or the private accumulation of wealth by the rulers. The financial ability of the government of any country can not logically be conflated with the GDP of that country, and more suitable measures of comparison need to be used.

Given these difficulties in comparing national economies with corporate performance and power, the appropriate course of action should not be to deflate corporate revenues to a value-added basis, in order to get an appropriate comparison with national GDP, but instead to compare relevant figures from the relevant entities. For looking at actors in the international sphere, especially when assessing the ability of players to influence real instruments – such as multilateral or bilateral treaties, investment agreements, or even domestic lobbying in third countries – this means comparing corporations with governments, not national economies. As proxies for our comparisons we will then have to use corporate financial metrics against the financial metrics of governments, for assessing negotiating power differentials.

The article makes two comparisons of such data. The second section compares corporate revenue and government revenue, as a measure of which entities have the most resources that they can leverage for whatever economic or political purposes the management of the entity chooses. The third section looks at credit ratings of sovereigns and firms to assess which group is better able to access funding in private credit markets. Finally the fourth section discusses the implications of these comparisons and concludes.

Revenue Comparison

To avoid the double-counting problem that occurs when comparing corporate sales to national GDP data (De Grauwe and Camerman 2002), and to ensure the comparison of the relevant entities that must actually compete in the international sphere, government finances should directly be compared to those of corporations. Because of the limits on the data available for government revenues, comparisons for the most recent years could not be made. The most recent, relatively comprehensive set of data for government revenue comes from the year 1999 (World Bank 2004), so this is used in comparison to data for the same year from Fortune magazine's Fortune Global 500 (Fortune 2000).

Because the corporate data from Fortune magazine is presented in current US dollars, the same basis of comparison is used for governmental accounts. Though, some might argue for the use of purchasing power parity factors to convert governmental revenue in local currency to a standard basis for comparison, the problems of doing a similar transformation for corporate revenue from global operations makes this impractical. Additionally, since we are generally concerned with the areas where corporate and national actors interact in the international arena, we must be concerned with the ability of entities to leverage resources for use in various forums – such as trade bodies in Geneva, the United Nations in New York, or the international financial institutions in Washington. Using a purchasing power comparison would be irrelevant to such international concerns.  As revenue data was reported in local currency it was converted to US dollars using the official exchange rate determined by national authorities or a legally sanctioned exchange market, using an annual average based on monthly averages. (Word Bank 2004)

For some countries data was not available for the year 1999, so the most recently available data was used, often from 1997 or 1998, but in some cases as far back as 1993. Data is largely unavailable for the poorest and least developed countries, but given that their revenues would likely fall far below those of the poorest OECD countries, which themselves come at the bottom of the table, the results would not change. The notable sovereign entities with missing data were Taiwan, Saudi Arabia, Iraq, and Hong Kong. Additionally, efforts were made to ensure that all resources available to the governments were included in the calculation, meaning that international aid and grants, valued in US dollars, were added to the normal revenue figures.

Table 1: World's largest 100 entities by annual revenue (billion dollars, 1999)

[Insert Table 1 Here]

Source: World Bank 2004; Fortune 2000

Notes:

1. 1998 data used for Germany, Brazil, Belgium, Finland, Portugal, Greece, Cyprus, Iceland and Albania.

2. 1997 data used for France, Netherlands, Spain, South Korea, Ireland, Malaysia, Egypt, Luxembourg, and Zimbabwe.

3. 1994 data used for Ecuador.

4. 1993 data used for Japan.

5. Corporations are highlighted in grey.

The results, as seen in Table 1, are striking, with only 29 countries figuring in the list of the top 100 international entities in terms of revenue. The G7 countries and Brazil managed to outpace all corporate actors, but firms outnumber sovereigns 29 to 21 in the top 50. Even some OECD countries, such as the Greece and Ireland, did not rank in the top 100, while other new OECD members such as Hungary and the Czech Republic have lower revenues than the top 200 corporations. Only four developing countries made into the top 200, those being the ones with the largest populations (China, India, Indonesia and South Africa); while a handful of middle-income countries – Brazil, South Korea, Mexico, Iran, Poland, Turkey, Israel, Russia and Argentina – ranked within the top 200. Only 33 nations placed in the top 200 entities in the world in terms of revenue.

Credit Ratings

While revenue measures the amount of resources that an entity is accruing each year, it does not measure its past accumulation of capital nor its ability to raise money in the future. Unfortunately comparisons of the asset bases of governments and corporations are very difficult because the valuation of assets for nations is neither readily available nor easy to calculate. Likewise, while stock markets provide an indication of the likelihood of future revenue for a corporation, there are no such market mechanisms evaluating expected income flows to governments. However, we can easily compare the ability of firms and governments to raise money in the future through borrowing.

A look at the credit ratings of sovereigns and corporations will provide us with information about the ease and cost of raising capital in private markets. Sovereign and corporate credit rating data was obtained from Standard & Poor's and reflects the most recent credit ratings (S&P 2005), thus the sovereigns were compared to the most recent list of the Fortune Global 100 (Fortune 2004). It is important to note that just over 50% of sovereign nations, 106 of them, have ratings available and it can be reasonably assumed that for the remaining countries they have little or no access to capital markets.

The rated sovereigns were compared against the 100 largest corporations in the world, to give an approximately equal-sized sample for comparison. Some of the firms, as privately held enterprises or state-owned enterprises, have no available credit ratings, leaving 96 corporations in the sample. In order to compare like data, the local-currency credit ratings were used for all entities, though this provides a distinct bias in favour of the firms because all but 6 of them are based in Japan, the US or Western Europe, which all have strong currencies and sizable capital markets. The foreign-currency ratings of 47 developing country sovereigns are lower than their respective local-currency ratings.

Table 2: Local-currency credit ratings of the Fortune Global 100 and sovereign nations

	Credit Rating
	Corporations
	Corporations as percent of total
	Sovereigns
	Sovereigns as percent of total

	AAA
	8
	8.42%
	19
	17.92%

	AA
	26
	27.37%
	11
	10.38%

	A
	37
	38.95%
	26
	24.53%

	BBB
	20
	21.05%
	11
	10.38%

	BB
	3
	3.16%
	15
	14.15%

	B
	1
	1.05%
	20
	18.87%

	CCC-C
	0
	0.00%
	3
	1.89%

	Default
	0
	0.00%
	1
	0.94%

	Investment grade total
	91
	95.79%
	67
	63.21%


Source: S&P 2005

As shown in Table 2, the percentage of sovereigns holding AAA ratings was greater than the percentage of firms, but with the exception of Lichtenstein and Singapore, those were all OECD countries. Looking at a broader basis of comparison, only 63% of the countries had investment-grade ratings, while nearly all of the corporations, 96%, did. It is also notable that some of the sovereigns were in default or selective default on their external liabilities – Argentina on all of its debt while Venezuela, Grenada, and the Dominican Republic were only in default on their foreign-currency debts – but none of the firms had such difficulties in meeting their obligations.

It should also be noted that the reasons for different entities to access the private capital markets will often differ. As a whole, governments are more likely to use debt instruments to finance current revenue shortfalls, while corporations will often use them for productive investment. Given simple growth models, this implies a widening gap in future revenue as investments in productive resources yield enhanced revenue for firms, while nations will be saddled with liabilities but no prospect for enhanced growth. Less advantageous borrowing terms thus have a double impact, not only in higher costs now, but also in reduced discretionary revenue in the future, potentially creating a debt trap.

Graph 1: Distribution of credit ratings for the Fortune Global 100 and sovereign nations
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Implications and Conclusions

While the conclusion from De Grauwe and Camerman may point to corporations not being significantly larger than national economies, the relevant comparison is between corporations and governments of nations. These are the actors that must interact, negotiate and compete to have their interests heeded. While the size and market share of giant multinationals is important in terms of their ability to leverage market power in uncompetitive ways in the market place, it is their resources and their ability to use them to influence outcomes in the policy sphere that is more pertinent to the question of assessing power differentials. 

In this regard, based on the findings of this paper, companies clearly have more resources at their disposal which can be used to advance their interests. This applies both to ongoing sources of current revenue and to the ability to raise capital on private equity markets. The fact that the majority of governments rank far below the top 200 corporations in revenue and that about half of them have absolutely no access to capital markets is a sobering indication that these sovereigns are  likely to have little influence in the international arena as compared to multinational corporations. Further research should be done to compare these revenue streams and credit ratings over time, to see if corporations have indeed advanced compared to nation states. However, this snapshot of financial metrics provides a dramatic indicator that now corporations wield significant financial resources, which can translate into both economic and political clout. There is no doubt that the world's largest corporations, as entities are larger than all but the biggest of national governments.
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�    This analysis compares the ability of firms and countries to borrow on the private capital markets. Governments of course do have many other means to raise money such as bilateral and multilateral lending and aid. Those sources of funding have different advantages and conditions and thus are not strictly analogous to private lending, which can be undertaken by both firms and countries under nearly identical terms.
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