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Abstract

Value extraction is an increasing concern in today’s economy. While value creation is central to econo-
mic exchange, firms do not automatically appropriate value they generate, as competitors may capture
it through market manipulation. This article explores value extraction, particularly by multinational
corporations, which are often accused of such practices. The author argues that value extraction de-
stroys value, weakens business models, and causes instability, advocating for sustainable strategies
to ensure long-term growth.

Streszczenie

Zawtaszczanie wartosci staje sie rosngcym problemem we wspotczesnej gospodarce. Mimo, Ze tworzenie wartosci
stanowi kluczowy cel wymiany gospodarczej, firmy nie zawsze przejmujq wytworzong przez siebie wartos¢, po-
niewaz konkurenci mogq jq przechwyci¢ poprzez manipulacje rynkiem. Artykut analizuje zawtaszczanie warto-
sci, szczegolnie w kontekscie korporacji miedzynarodowych, czesto oskarzanych o takie praktyki. Autor argumen-
tuje, ze prowadzi ona do niszczenia wartosci, ostabienia modeli biznesowych i niestabilnosci, a takze wskazuje
sposoby na wspieranie zréwnowazonego rozwoju firm w dtugim okresie.

INTRODUCTION

The creation of value constitutes the fundamental purpose and central mechanism of economic
exchange. When an organization serves as the source of value creation, the process can be understood
as encompassing any activity that drives innovation and generates value for both its existing and
potential customers [Lepak et al., 2004; Silveira et al., 2021], as well as for stakeholders in a broader
sense. A company engaged in value creation seeks to capture the resulting benefits, either in financial
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or non-financial terms. However, when an organization secures value not only from its own activities
but also from other stakeholders — both internal and external — by manipulating competitive market
functioning to its advantage, this process is referred to as value extraction.

To illustrate these concepts, Strebel & Cantale [2014] employ the metaphor of a pie, where the overall
size of the pie reflects the intensity of value creation. Capturing value is depicted as obtaining a share
of the pie, whereas manipulating the division process to secure a disproportionately larger portion of
the pie represents value extraction. Multinational corporations (MNCs) are frequently criticized for
engaging in value extraction. MNCs operate across multiple countries, providing goods, services, and
infrastructure on a global scale. Their economic influence expanded significantly at the turn of the 21st
century, driven by the acceleration of globalization and the internationalization of production. The
scale of their economic power is reflected in their revenue volumes, which in many cases exceeds the
GDP of certain developed European nations.

The aim of this paper is to examine the phenomenon of value extraction in the modern economy,
with a particular focus on the role of MNCs and its impact on long-term corporate growth. The study
addresses the following research questions: (1) What are the forms and scale of value extraction in
today’s economy? (2) What strategies can be employed to eliminate value extraction? This study is
conceptual in nature, employing a literature review as its primary research method. Its contribution
to the literature lies in elaborating on the role of MNC:s in the value extraction process and exploring
strategies to mitigate value extraction to support sustainable corporate growth.

VALUE CREATION, VALUE APPROPRIATION, AND VALUE EXTRACTION

A perception of value varied in the history of economic thought. Classical economists (Adam Smith,
David Ricardo) derived market value of a product from the amount of labour necessary to produce it
[Ricardo, 1821; Smith, 1904]. In the contrary, according to neoclassicals (Leon Walras, William Stanley
Jevons, Vilfredo Pareto) value can be equated with a price paid on the market, and prices are claimed
to be the result of individuals’ preferences [Jaffé, 1976, Wolff, Resnick, 2012]. In a modern economy
we are used to see value this way, as referring to the prices of things, or their exchange value [Angelini,
Castellani, 2019]. Yet there are economists who argue there is something inherently wrong with linking
economic value only to the market price mechanism and sometimes this can be misleading [Mazzucato,
2021].
The creation of new value lies at the heart of economic development and a population’s adaptive efficiency
[Di Gregorio, 2013; Moran, Ghoshal, 1999; Schumpeter, 2008]. Value creation results from actions that
entail the novel combination and exchange of resources, by which resources are diverted from known
applications to be deployed in new contexts [Di Gregorio, 2013, p. 40]. Others define value creation as
generating value for organization’s actual and potential customers [Lepak et al., 2004; Silveira et al.,
2021], as the perceived benefit to the customers [Verdin, Tackx, 2015, p. 2], or as use value of a product less
its opportunity costs [Fischer, 2011, p. 11].

A new value may be difficult or impossible to quantify until it has been appropriated. The term
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“value appropriation” it is also labelled by other authors as “value capture”, “value realization”, “value
dispersion”, “value distribution”, “value allocation” or “value sharing” [Fischer, 2011]. Value creation
and value appropriation are two distinct but interrelated processes; firms allocate their limited resources
between these two value-related activities, having the challenge to balance them appropriately [Ellegaard
et al., 2014; Mizik, Jacobson, 2003; Silveira et al., 2021]2003; Silveira et al., 2021. The resources secured via

value appropriation allow companies to invest in future value creation [Ellegaard et al., 2014].
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It is firms’ strategic task to balance the two processes of creating and appropriating value, as they
both are required for achieving sustained competitive advantage [Gulati, Wang, 2003; Mizik, Jacobson,
2003]2003. To give anexample, Mizik & Jacobson [2003]2003 found a support for this assertion, modelling
Ré&D activities as a proxy for value creation and advertising as a proxy for value appropriation in their
research on the subject.

It should be noted however, that the value created by the firm, once accepted by the clients (which is
signalled by the act of purchase), is not automatically captured by that firm [Gulski, 2018]. Worse still,
there can be no relationship between value created and captured. Thus the ability to appropriate value
also depends on the firm’s ability to defend its position against rivals attempting to outrun it [Raynor
& Ahmed, 2013]. That appears to be a vital question as there are number of instances of the firms trying
to capture value from other stakeholders, either outside or inside the corporation, by manipulating the
competitive market process to the company’s advantage [Mazzucato, 2021a, 2021b; Strebel, Cantale,
2014]. Ellegaard et al. [2014] state that the created value may not be symmetrically distributed between
the parties as the effect of deliberate, direct, and active efforts of the parties involved. Such practices
are referred to as “value extraction” [Carpenter, 2017; Strebel et al., 2016; Strebel, Cantale, 2014, 2014]
or “value siphoning” [Strebel, Cantale, 2014], however this term is sometimes used for the process of
“value appropriation” [Lazonick, 2014a, 2014b]. Mazzucato [2021a, 2021b] charges by value extraction
the “rent seekers” — in her opinion those industries that charge above the competitive price or where
oligopolies block other companies from industry entry. Value extraction may be illegal in some national
regulatory systems, but at the same time may be legal in the other states. It is a way management of
firms, being under a pressure from their shareholders, strive to maximize value delivered to them. This
problem is further explored in the third section of the essay.

Description of processes connected to value should by supplemented with phenomenon of possible
destruction of value related to the risk of cooperation. The sources of value destruction are primarily
related to the contradiction of the interests of the parties involved, their opportunism, the necessity
to make compromises, the emergence of conflicts and the imperfection of management processes
[Kozarkiewicz, 2014].

MULTINATIONAL CORPORATIONS

Internationalization means the process of external growth and development of a corporation through
international business activities [Podrug, 2021]. MNC, also referred to as “multinational enterprise” or
“transnational corporation” [Mikler, 2013], is “an organizational vehicle to transfer knowledge from one
country to another while preserving cash flow and control rights” [Kogut, Reuben, 2015, p. 74]. MNCs
are business organizations comprising the entities based in more than one country that operate under
a system of decision making that permits coherent policies and a common strategy, to share knowledge,
resources, and responsibilities with the others [Gilpin, 2001]. MNCs consists of a country location where
the form is incorporated and of the establishment of branches or subsidiaries in foreign countries. Thus,
they operate internationally and provide their products and services to the population of more than
one country. The MNC has its origins in the uncertainty of international trade and investment, and its
modern form coevolved with the emergence of institutional and political structures that permitted owners
to realize and retain profits from the utilization of its organizational knowledge in foreign countries and
territories [Kogut, Reuben, 2015].

Most multinational corporations gradually gained their experience in foreign markets, so
internationalization has long been seen as an evolutionary process through which corporation activities
expand and increase in the international market simultaneously with the growth of international market
engagement [Podrug, 2021]. In other words, MNC is a growing company whose organizational borders
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have spilled across borders. In last decades however, the growth dynamics of MNCs” has accelerated,
resulting in sales volumes exceeding in some cases the GDP of European developed countries [UNCTAD,
2021].

MNCs’ advocates claim they create high-paying jobs and technologically advanced goods in countries
that otherwise would not have access to such opportunities or goods. MNCs can spur development in
those countries by providing opportunities to improve the standard of living, economic growth, and
to facilitate international cooperation [Bello, Othman, 2020]. This is usually achieved through the foreign
direct investments in that country, resulting in MNCs’ substantial stake in value-adding activities in
more than one country, which are usually coordinated from the headquarters [Griffin, Pustay, 1998].

However, critics of MNC believe these enterprises have undue political influence over governments,
exploit developing nations, and create job losses in their own home countries. Also, a peculiar conflict
in the world economy is the growing trend toward economic integration without a concomitant
growth in global political and social institutions to regulate and arbitrate this trend. MNCs are
rapidly adopting advanced information technologies to increase the efficiency and capabilities of
their operations. Valuable information, such as software or financial services, is transmitted digitally.
Governments are often unable to tax the value of these services or control their content [Kogut, 2001].
Finally, Dorrenbéacher et al. [2018] point out that multinational corporations are permanently oriented
towards cross-border standardization and organizational optimization processes.

FORMS AND EXTENT OF VALUE EXTRACTION

As it was suggested in a first section of this essay, firms need to find some sort of healthy balance
between creating and appropriating value. This seems to be a hard task as value extraction typically
means picking fruit without hard work on the steady creation of value [Strebel, Cantale, 2014]. And all
this while managers today are facing a growing demand for maximizing shareholder value (MSV) in the
short term. An expression “shareholder value” refers to the idea that the primary purpose of corporation
is to make profits for the shareholders. As such, it is a means of legitimization the predominance of
shareholders over other stakeholders, and the predominance of a capital market view of the firm over
an industrial one [Aglietta, 2000]. Other consequence of MSV is the ongoing process of financialization
of non-financial MNC:s. In the literature there is no single common definition for “financialization”. One
of them was proposed by Epstein [2005], who defined this phenomenon as the growing importance of
financial motives, markets, actors and institutions in domestic and international economy. Financialization
is a short-term perspective that arose in the 1970s as a way to revitalize floundering corporate profits.
It is reflected, among other things, in the increase in their financial assets and hence increasing part of
their profits stemming from financial sources [Szczepankowski, 2017]. Mazzucato [2021] argues that MSV,
coupled with increasing financialization, promote value extraction thus has been detrimental to long-
term economic growth. Lazonick & O’Sullivan [2000] claim that in 1980s and even more so in the 1990s,
MSV contributed to a shift in the corporate strategy from an orientation towards retention of corporate
earnings and reinvestment in corporate growth to one of downsizing of corporate labour forces and
distribution of corporate earnings to shareholders. The long-term expense of this process is borne
by companies, who otherwise would be reinvesting in research and development and employee skills
development [Hemphill, 2019]. Such practices, involving value extraction, threaten company’s further
development [Gulski, 2018] and limit a propensity for innovation [Mazzucato, 2021b]. Lazonick [2010]
ascertains that when the extent of value extraction undermines the ability of governments and businesses
to make the investment in productive capabilities that can result in innovation and related employment
opportunities, then the instability occurs.
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Yet another valid question connected to value extraction, raised by Lazonick [2010] and further
developed by Mazzucato [2021], was that many innovative technologies were launched thanks
to considerable financial support from government programs in areas such as aerospace, computers, life
sciences, green power, biotech, etc. A common perception is that the government only creates the basic
conditions (skills, infrastructure, basic science), but in fact its involvement goes far beyond, encompassing
basic and applied research or early-stage financing of companies themselves. The examples are the
following: a silicon chip, GPS, touch screen, the Internet (advanced by the U.S. Defense Department),
advanced high-density batteries and solar panels (supported with a grant from the U.S. Department of
Energy), or search engine algorithm (boosted by a National Science Foundation). The above-mentioned
authors argue that corporations such as Apple, Google, or Tesla extract value, that otherwise should
be appropriated in a substantial part by a state, for the benefit of their citizens. But would this type of
equipment appear on the market if it were not invented by Steve Jobs? He was the one to do the puzzles
others could not. Besides, looking at the problem the other way round, could the government sources be
better spent? Spending money on R&D states set the path for development of their societies and establish
long-term objectives; it is the role of the state to foster steady growth of their citizens” welfare.

Also, polluting the environment is a form of value extraction by the producer. The reason is that
private cost is translated into social costs. The most effective way to solve this is making the private
costs of the producers transformed into their own production costs, named the internalization of
environmental costs [Long et al., 2012].

There are companies that include value extraction avoidance statements in their corporate principle,
but in the same time other companies deliberately reach for value they have not created. Strebel & Cantale
[2014] maintain, that this latter approach ignores the possibility that value extraction may either represent
or conceal a longer-term flaw in the business model. Extending this line of reasoning, Mazzucato [2021]
claims that in order to steer growth in advanced economies, one needs to return to conceptualizing
value creation and value extraction and demarcate between productive and unproductive (extractive)
economic activities. Therefore, it can be argued that:

Proposition 1: Value extraction is an increasingly prevalent issue in the contemporary economy.

There are empirical evidence showing value extraction as a growing problem in today’s economy.
For example, Lazonick [2010] and Lazonick & O’Sullivan [2000], examining dividend pay outs and
share buyouts as the manifestation of value extraction, found there has been a steady increase in those
cash flows to shareholders over the past decades. While shareholder value approach was intended
to eradicate the opportunistic behaviour of corporate managers who used their control over the
allocation of corporate resources for their own benefit, it ultimately allowed the managers to achieve
an unprecedented degree of wealth (especially through incentive reward). Moreover, it was found that
there was no clear relation between companies” management pay and performance of the controlled
corporations [Tosi et al., 2000]. Szczepankowski [2017] also underlines that MSV leads to a higher level
of companies’ financial assets, which causes dependence on the financial institutions and increases
uncertainty and may ultimately result in value outflow to the enterprises with less indebtedness.

Whether a company aiming at its long-term development may allow value extraction as part of its
business model depends to a high degree on factors such as: the legal and regulatory environment, the
power of affected stakeholders and the impact of social opinion and media. However, in any case it has
to take into account the risk that value extraction will erode the viability of business model as a whole
and may be detrimental to the company’s corporate values [Strebel & Cantale, 2014]. Therefore, it can
be argued that:

Proposition 2: To foster long-term growth, companies must fundamentally move away from value extraction
practices.
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DISCUSSION

The shortcomings of a “more just” approach to value appropriation should be viewed as challenges
for “second-generation management” [Gulski, 2017]. To promote sustainable development and long-
term growth, companies must fundamentally move away from value extraction practices. If corporate
managers adopt this perspective, they must account for the interests of all stakeholders, including
employees.

For many years, shareholder value maximization has been the primary focus of corporate management.
However, in today’s business landscape, organizations cannot maximize their long-term market value
while neglecting or mistreating key stakeholders. Sustainable success requires maintaining strong
relationships with customers, suppliers, employees, finance providers, regulators, communities, and other
relevant parties. Moreover, it necessitates the fair distribution of risks and rewards among multiple risk-
taking stakeholders over the long term [Mazzucato, 2021b]. A key challenge of this approach, however,
lies in balancing competing stakeholder interests. No single group can be fully prioritized without
jeopardizing the firm’s overall success and longevity. Instead, applying this value-driven framework can
help optimize societal well-being while ensuring corporate sustainability [Jensen, 2001]social welfare, and
the accountability of managers and directors. I argue that since it is logically impossible to maximise in
more than one dimension, purposeful behaviour requires a single valued objective function. Two hundred
years of work in economics and finance implies that in the absence of externalities and monopoly (and
when all goods are priced.

A recent example of a corporate initiative aimed at balancing stakeholder interests is Amazon.com’s
workforce retraining program. In July 2019, the company announced plans to retrain one-third of its U.S.
workforce—approximately 100,000 employees-by 2025, equipping them with skills for more advanced
roles or new career opportunities. This initiative, one of the largest corporate retraining programs ever
undertaken, represents a voluntary $700 million investment in human resource development, equating
to roughly $7,000 per worker [Hemphill, 2019]. Such programs can help unlock employees’ full potential,
as workforce that feels valued and supported is more likely to contribute innovative ideas and initiatives,
thereby enhancing a company’s intellectual capital.

Beyond skill development, a crucial consideration is the deeper integration of trust, community,
and corporate citizenship into a company’s core values. Strengthening these aspects can help prevent
antagonistic relationships and self-serving behaviors within organizations.

Additionally, as imposing legal restrictions on shareholder distributions—whether through dividends
or share buybacks-appears impractical, governments should explore alternative strategies to encourage
corporate investment. Drawing on insights from behavioral economics, policymakers could implement
“nudge” strategies, which do not impose direct restrictions but instead steer corporations toward more
productive investment choices [Thaler, Sunstein, 2017].

Another critical question is raised by Di Gregorio [2013], who examines value appropriation at the
population level. He argues that while firms need access to newly created value, they do not necessarily
have to be the ones generating it. Since the performance of a given population is strongly linked to the
presence of value-creation activities within it, companies may successfully outsource these processes.
In such cases, a substantial amount of uncaptured value remains at the population level. For example,
pharmaceutical companies do not always need to conduct their own basic research and development
(R&D) if they can leverage the work of biotechnology firms—particularly when their core competencies
lie in marketing and distribution, as is often the case [Di Gregorio, 2013, p. 48].

Additionally, value extraction can sometimes violate antitrust legislation in the countries where
corporations operate. In such instances, firms have no choice but to comply fully with legal regulations.
For example, since 2010, the European Union (EU) has initiated three separate antitrust investigations
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into Google for breaching competition laws [Hemphill, 2019]. Redirecting company resources toward
technological innovation is undoubtedly a more productive strategy than allocating them to legal fines.

Promoting long-term growth can also involve highlighting examples of unsustainable business
practices. A notable case is that of Enron Corporation. Over time, Enron’s management increasingly
relied on mark-to-market accounting to record profits instead of developing innovative solutions for
customers. As a result, the company’s business model lost its competitive advantage, and its leadership
became entangled in fraudulent practices to sustain value capture. Ultimately, this led to the company’s
collapse and the imprisonment of its executives [Strebel, Cantale, 2014].

Value extraction on the financial markets was out of the scope of the paper. Also, there seems to be
a promising field for more advanced research on value extraction in the social media, e.g., how to measure
value created by people publishing their videos on such media and whether they appropriate value or
extract value? That is a valid question as the total value of the market is still growing.

CONCLUSIONS

Value extraction remains a significant challenge in contemporary economy, particularly as multinational
corporations are concerned.
This article has examined forms and extent of value extraction, and its impact on companies’ long-term
growth. It has also explored potential strategies to mitigate these practices, emphasizing the importance
of shifting from short-term financialization toward long-term value creation. Firms that prioritize
shareholder value maximization at the expense of other stakeholders may experience temporary financial
gains but ultimately risk diminishing their innovative capacity and long-term market position. To foster
sustainable growth, corporations must adopt strategies that integrate ethical value appropriation,
stakeholder engagement, and investment in innovation. Governments and regulatory bodies also play
a crucial role in shaping policies that discourage exploitative business practices while incentivizing
productive investment. Furthermore, fostering corporate cultures that prioritize long-term development
over short-term financial gains is essential for economic stability and sustainable progress.

The need for strategic change is clear: organizations that move away from extractive practices will
not only ensure their own sustainable growth but also contribute to the prosperity of economies and
societies.
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