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ABSTRACT: This is a Program overview of the
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Creativities. Specifically, in pathway B, I tried to
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In this paper, you will get a reflection of what are
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subject course objective and according to this
explanation, I collected information form a number
of different resources.
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I. INTRODUCTION

Global Market and Local Creativities
Program have 5 pathways for the virtues of
background student. Almost 7 University under this
program and it is first to start from Glasgow
University for all pathway students. Here, Made
this paper for Study track Pathway B. in this
pathway B under three University Glasgow
University (UK), Universitat DE Barcelona
(Spine), Georg-August Universitat Gottingen
(Germany).

The Iprogramme laims Ito lexamine Ihow
llocal Iplaces I(clusters, Icities land Iregions) land
llocal lactors I(entrepreneurs, Ifirms land
Ipolicymakers) lgenerate Ilocal Icompetitiveness
lunder Iglobal Imarket Iconditions. IThis
Iprogramme lhighlights Ithe limportance lof
Ihistorical land Isocial Icontext lin lwhich
leconomic Idevelopment, Ipublic Ipolicy land
Ibusiness Istrategies Itake Iplace. 1This Itwo-year
lacademic lIprogramme lequips lyou Iwith Ithe
Icritical Iskills Ito Imake Isense lof Ithe
lintersecting Icomplementarity lof Ithe Iglobal land
llocal, Ibut lalso Iprovides lopportunities Ifor
Ipractical lexperience Iwith Icompanies land
Ipublic Ipolicy lorganisations.

The Idegree lis lideal Ifor lhighly
Italented Istudents Iseeking la Icareer lin lurban lor

Ipublic Ipolicy lorganisations, Imultinational
Icorporations, linternational Iconsultancies,
Icultural land Icreative lindustries, lor lother Inon-
profit lorganisations. | IStudents Iwill Ibe
lencouraged Ito lexplore la Ivariety lof
linterdisciplinary Iperspectives lon Ithe Iprocess
land lexperience lof Iglobalisation Ifrom la Iplace-
based Iperspective, lin Iparticular lof Icities,
Icreative lindustries, Idevelopment land llocal
Icultures lof lentrepreneurship.

The Idegree lis lideal Ifor [lhighly
Italented Istudents Iseeking la Icareer lin lurban lor
Ipublic Ipolicy lorganisations, Imultinational
Icorporations, linternational Iconsultancies,
Icultural land Icreative lindustries, lor lother Inon-
profit lorganisations. | IStudents Iwill Ibe
lencouraged Ito lexplore la Ivariety lof
linterdisciplinary Iperspectives lon Ithe Iprocess
land lexperience lof Iglobalisation Ifrom la Iplace-
based Iperspective, lin Iparticular lof Icities,
Icreative lindustries, Idevelopment land llocal
Icultures lof lentrepreneurship.
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[IRwanda, [lIEthiopia, [IPhilippines, lIMyanmar,

[ICambodia,  1lSenegal.  lIBecause  IImost
llcountries' 1IGDP Ilgrowth Ilrate Ilis [llvery
I1good.

. Economic  llglobalization:  Ilis  llthe

Ildevelopment Ilof Iltrade Ilsystems llwithin
Iltransnational llactors llsuch llas llcorporations
Ilor IINGOs;

. Financial llglobalization: llcan Ilbe
Ilinked llwith [lthe Illrise lof Ila Iliglobal
Ifinancial llsystem  llwith  Ilinternational
[Ifinancial Ilexchanges lland IImonetary

Ilexchanges. 11Stock IImarkets, Iifor Ilinstance,
llare lla llgreat llexample Ilof lithe Ilfinancially
Ilconnected Illglobal llworld Ilsince llwhen llone
llstock Ilmarket Ilhas lla lldecline, Ilit llaffects
Ilother Ilmarkets linegatively llas Ilwell llas llthe
lleconomy llas lla Ilwhole.

. Cultural llglobalization: Ilrefers Ilto llthe
Ilinterpenetration llof Ilcultures Illwhich, llas lla
Ilconsequence, lImeans  llnations  lladopt

lprinciples, llbeliefs, Iland llcostumes llof llother
IInations, Illosing lltheir Iunique Ilculture llto lla
[lunique, llglobalized llsupra-culture;

. Political llglobalization: llithe
Ildevelopment Iland llgrowing Ilinfluence Ilof
Ilinternational llorganizations Ilsuch llas Illthe
IHUN llor IWHO limeans llgovernmental Ilaction
lltakes Illplace Ilat Ilan Ilinternational Illevel.
I1Other Ilbodies Ilare lloperating lla llglobal
Ilevel Tllsuch Ilas 1INGOs |Illike I1Doctors
1lwithout_Ilborders Ilor [1Oxfam;

. Sociological llglobalization: Ilinformation
IImoves llalmost Ilin llreal-time, lltogether llwith
I1the Ilinterconnection lland Ilinterdependence Ilof
llevents lland lltheir Ilconsequences. I|lPeople
IImove Ilall llthe lltime lltoo, Ilmixing Iland
Ilintegrating Ildifferent Illsocieties;

. Technological llglobalization: I1the
IIphenomenon llby Ilwhich IImillions Ilof lipeople
Ilhave Ilinterconnected llthanks Ilto Ilthe llpower
Ilof Ilthe lldigital llworld llvia llplatforms Ilsuch
llas llFacebook, IlInstagram, 1ISkype, Ilor
I1YouTube.

. Geographic llglobalization: Ilis llthe
llnew llorganization Iland Ilhierarchy Ilof
Ildifferent Ilregions llof llithe llworld llthat Ilis
llconstantly  llchanging.  IIMoreover, Illwith
Iltransportation Iland 1Iflying limade llso Ileasy
lland [llaffordable, Illapart Ilfrom lla llfew
Ilcountries llwith lldemanding Ilvisas, Ilit Ilis
llpossible Ilto Iltravel lithe Ilworld Ilwithout
Ibarely llany llrestrictions;

. Ecological Illglobalization:  Ilaccounts
IIfor Ilthe llidea Ilof llconsidering llplanet l1Earth
llas Illall

single llglobal Ilentity IlI— Ila Ilcommon llgood
lall lisocieties llshould Ilprotect llsince Ilthe
Ilweather Ilaffects Ileveryone Iland llwe llare Ilall
llprotected llby Ilthe Ilsame Ilatmosphere. IlIn
llthis llregard, Ilit Ilis lloften llsaid Ilthat llthe
Ipoorest llcountries Ilthat I1have I1been Ilpolluting
lithe Illeast IHwill Ilsuffer llthe lImost Ilfrom
llclimate Ilchange

To liintroduce liand lidevelop liunderstanding
liof lithe lisocial, lipolitical, liand licultural
lidimensions liof liglobalization.

Socialidimension

Globalization Ilis Ila lliterm lithat Ilis llused Ilin
IImany Ilways, Ilbut Ilthe llprinciple llunderlying
Ilidea Ilis Ilthe Ilprogressive llintegration llof
lleconomies Iland llsocieties. 111t Hlis Ildriven I1by
lInew litechnologies, lInew Ileconomic
llrelationships, Iland Ilthe [lInational Iland
Ilinternational Ilpolicies llof lla Ilwide Ilrange Ilof
llactors, llincluding Ilgovernments, llinternational
llorganizations, Ilbusiness, Illabor, lland llcivil
llsociety.

Broadly lispeaking, Ilthe llprocess llof
Ilglobalization Ilhas Iltwo llaspects. 1IThe Iifirst
llrefers I1to Ilthose Ilfactors 11- lisuch llas Iltrade,
Ilinvestment, litechnology, llcross-border
llproduction Ilsystems, Ilflows Ilof Ilinformation,
lland llcommunication 1l- Ilwhich llbring
llsocieties lland llcitizens licloser Illtogether.

The llsecond Ilrefers Ilto Illpolicies lland
llinstitutions, Ilsuch llas lltrade lland llcapital
IImarket Illiberalization, Ilinternational Ilstandards
lIfor lllabor, Ilthe Illenvironment, llcorporate
lIbehavior, Iland Ilother Ilissues, Ilagreements Ilon
llintellectual llproperty llrights, lland Ilother
lpolicies Illpursued Ilat llboth Iithe IlInational
Iland Ilinternational Illevel llwhich llsupport Ilthe
Ilintegration llof lleconomies Iland Ilcountries.
IlIn Ilterms [llof Ilthe Illatter Ilaspect, Ilthe
llexisting llpattern llof liglobalization Ilis llnot
Ilan Ilinevitable Iltrend I1- 1lit Ilis llat Illeast Ilin
llpart Illthe Ilproduct Ilof Ilipolicy llchoices.
IIWhile Iltechnological llchange Ilis Ilirreversible,
lpolicies lican Ilbe llchanged. IITechnological
Iladvances llhave llalso llwidened llthe lipolicy
llchoices Ilavailable.

The llsocial Ildimension Ilof llglobalization
llrefers Ilto Ilthe Ilimpact llof Ilglobalization Ilon
lithe Illife Iland llwork Ilof llipeople, llon lltheir
I1families, Iland Iltheir Ilsocieties. Il1Concerns
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lland Ilissues are lloften llraised Ilabout Ilthe
Ilimpact llof llglobalization Ilon llemployment,
llworking llconditions, Ilincome, Iland llsocial
Ilprotection. 11Beyond Iithe llworld Ilof llwork,
I1the llsocial lldimension llencompasses llsecurity,
llculture  Iland Ilidentity,  Hinclusion Ilor
llexclusion, Iland Ilithe Illcohesiveness Illof
[1families lland Ilcommunities.

Globalization Ilbrings llnew llpotentials Ilfor
lldevelopment Iland Ilwealth Ilcreation. [I1But
I1there llare Ildivergent llviews lland Ilperceptions
llamong llpeople Ilas Ilconcerns llits Ileconomic
lland lisocial llimpact, Iland Ilindeed Ilwidely
llvarying Ilimpacts Ilon Ilthe llinterests Iland
Ilopportunities 1lof Ildifferent Ilsectors Iland
Ileconomic lland llsocial Ilactors. 11Some Ilargue
lithat Iithe llpresent IImodel Ilof llglobalization
Ilhas llexacerbated llproblems llof
llunemployment, Ilinequality, Iland llpoverty,
llwhile llothers llcontend Ilthat llglobalization
Ilhelps 1Ito llreduce Ilithem. I1Of Ilcourse, llthese
lIproblems llpredated llglobalization, Ilbut Iit Ilis
llclear Ilthat Ilfor llglobalization Ilto Ilbe
Ipolitically lland Ileconomically llsustainable, Ilit
IImust Ilcontribute Ilto litheir llreduction. I1Hence
Ilthe Illgoal Ilof llglobalization limeets Ilthe
IIneeds llof llall llpeople.

Political 11Dimension

Political  llglobalization llrefers llto  llthe
Ilintensification Iland llexpansion Ilof Ilpolitical
Ilinterrelations llacross Ilthe llglobe. [1These
llprocesses llraise Ilan Ilimportant llset Ilof
llpolitical Ilissues llabout llthe llprinciple Ilof
llstate Ilsovereignty, Ilthe ligrowing Ilimpact llof
Ilintergovernmental llorganizations, Iland llthe
Ilprospects  Ilfor llregional lland Illglobal
Ilgovernance, llglobal IImigration Ilflows, lland
llenvironmental  Ilpolicies  llaffecting  llour
llplanet. 11These Ilthemes Ilrespond Ilto Ilthe
Ilevolution llof llpolitical Ilarrangements l1beyond
llthe llframework llof llthe lInation-state, Ilthus
Ilbreaking Ilnew llconceptual Iland Ilinstitutional
llground. 11After Ilall, Ilfor lithe lllast Iltwo
llcenturies, llhumans Ilhave llorganized Iltheir
Ipolitical Ildifferences llalong llterritorial lllines
Ilthat llgenerated Ila lisense llof Il'belonging llto
Ila llparticular lInation-state.

This Hartificial Ildivision llof Ilplanetary Ilsocial
llspace Ilinto Il'domestic’ Iland Il"foreign’
lIspheres llcorresponds lito llpeople's licollective
Ilidentities Ilbased llon lithe llcreation llof lla
llcommon Il'us' lland llan Iunfamiliar II'them.
[IThus, Ilthe limodern IInation-state Ilsystem llhas
llrested Ilon lipsychological Ilfoundations lland

Ilcultural llassumptions llthat Ilconvey lla llsense
Ilof Illexistential Ilsecurity Iland Ilhistorical
llcontinuity, Ilwhile Illat Ilthe Ilsame Iltime
Ildemanding Ilfrom Ilits llcitizens llthat Ilthey
llput Iltheir IlInational Illoyalties Ilto Illthe
lultimate lltest. 1INurtured Ilby lldemonizing
Ilimages llof Il"outsiders', lipeople's Ilbelief Ilin
lithe Illsuperiority llof Illtheir Ilnation Ilhas
llsupplied Ilthe IImental llenergy llrequired lifor
Illarge-scale llwarfare-just llas Ilthe Ilenormous
llproductive llcapacities Ilof Ilthe IImodern llstate
IThave

provided llthe llmaterial IImeans IInecessary llto
IIfight Illthe Il'total Ilwars' Ilof Iithe [llast
llcentury. IlIContemporary lImanifestations Ilof
llglobalization Ilhave Illed Ilto llthe ligreater
llpermeation  llof Illthese Ilold llterritorial
llborders, Ilin Ilthe llprocess llalso llsoftening
Ilhard Ilconceptual Ilboundaries Iland llcultural
Ilines Ilof Illdemarcation. llEmphasizing Ilthese
litendencies, llcommentators Ilbelonging Ilto lithe
llcamp llof llglobalizers llhave llsuggested Ilthat
lithe llperiod llsince llthe Illate 111960s Ilhas

I1been lImarked I1by lla Ilradical
Ildeterritorialization Ilof llpolitics, Ilrule-making,
lland  llgovernance.  IlConsidering  llsuch

Ilpronouncements llpremature Ilat Ilbest lland
llerroneous Ilat Ilworst, Ilskeptics Ilhave IInot
llonly llaffirmed llthe Ilcontinued Ilrelevance llof
lithe llnation-state llas Ilthe llpolitical llcontainer
Ilof Ilmodern llsocial Illife Ilbut Ilhave llalso
llpointed Ilto llthe Ilemergence llof llregional
Ilboles llas llevidence lifor llnew Ilforms llof
Iterritorialities. 11Some llof Ilthese llcritics llhave
ligone llso |llfar llas llto Illsuggest Ilthat
llglobalization Ilis llaccentuating llpeople's llsense
llof IInationality. 11As lleach Ilgroup Ilof liglobal
llstudies  llscholars  llpresents  lldifferent
Ilassessments Ilof Ilthe Ilfate llof lithe IImodern
IInation-state, llithey Ilalso llquarrel llover llthe
llrelative  llimportance Ilof Ilpolitical lland
lleconomic  llfactors.  11Out  llof  llthese
Ildisagreements, llthere llhave llemerged llthree
IIfundamental Ilquestions Ilthat Ilprobe Ilthe
llextent Illof lipolitical Ilglobalization. IlFirst, 1lis
Ilit Iltrue llthat lithe llpower Ilof Ilthe lInation-
state Ilhas Ilbeen llcurtailed 1l1by lImassive Ilflows
Ilof llcapital, llpeople, lland litechnology Ilacross
llterritorial llboundaries? IlSecond, llare lithe
lprimary llcauses llof Ilthese Ilflows llto llbe
IIfound Ilin Ilpolitics Ilor lleconomics? I Third,
llare llwe Ilwitnessing Ilthe Ilemergence Ilof
lInew llglobal Ilgovernance llistructures? Il1Before
llwe lirespond lito Ilthese Ilquestions Ilin IImore
lldetail, Illet Ius Ibriefly liconsider Ilthe lImain
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IlIfeatures llof lithe Ilmodern Ilnation-state
Ilsystem.

(Manfred 11B. I1Steger l1book Il

A lishort Ilintroduction llof 11Globalization)

Cultural Ildimensionl|

As llour llopening lldiscussion llof llithe 112014
IIFIFA 1IWorld [1Cup Ilhas llshown, lleven lla
Ilvery llshort Ilintroduction Iito llglobalization
Ilwould Ilbe Ilwoefully Ilinadequate Ilwithout Ilan
Ilexamination Ilof [lits [lcultural Ildimension.
[ICultural Illglobalization lirefers Ilto llthe
[lintensification Iland llexpansion llof llcultural
IIflows Ilacross Ilthe Illglobe. 11Obviously,
[I'culture’ 1lis Ia llvery llbroad Ilconcept; Ilit llis
I1frequently llused Ilto Ildescribe llthe Ilwhole Ilof
IThuman Ilexperience. 1ITo Ilavoid lithe Ilensuing
llproblem llof llan llovergeneralization, Ilit Ilis
Ilimportant 1lto IImake Ilanalytical Ildistinctions
Ilbetween Ilvarious llaspects Ilof llsocial Illife.
IIFor llexample, llwe llassociate Ilthe lladjective
II'economic’ llwith llithe llproduction, llexchange,
Iland llconsumption llof llcommodities. IHf Ilwe
llare lldiscussing Ilthe Il'political, llwe IImean
Ilpractices Ilrelated Ilto llthe llgeneration lland
Idistribution Ilof Ilpower Ilin lIsocieties. I llwe
llare lltalking Ilabout lithe Il'culture, llwe llare
Ilconcerned Ilwith llithe llsymbolic llconstruction,
Iarticulation, lland Ildissemination Ilof lImeaning.
IIGiven llthat Illanguage, IImusic, lland Ilimages
llconstitute Ilthe IImajor IlIforms Ilof Ilsymbolic
Ilexpression, llthey Ilassume llserial Ilsignificance
Ilin lithe l1sphere Ilof llculture.

The llexploding Illnetwork llof llcultural
Ilinterconnections Iland Ilinterdependencies Ilin
llthe Illast lldecades Ilhas Illed Illsome
Ilcommentators 1lto llsuggest llthat Ilcultural
Ilpractices Illie llat Ilthe Illvery Ilheart Ilof
Ilcontemporary llglobalization. IlYet, llcultural
llglobalization Ildid llnot listart llwith Illthe
Ilworldwide lldissemination llof llrock 1I'n' liroll,

[ICoca-Cola, Ilor llfootball. 1lAs Ilnoted Ilin
[IChapter 112,  llexpansive llcivilizational
llexchanges llare  llmuch  llolder  Illthan
IImodernity. 1IStill, Illithe llvolume lland Ilextent

Ilof Ilcultural lltransmissions Ilin Ilthe 1121st
llcentury llhave Ilfar Ilexceeded llthose Ilof
llearlier Iltimes. llIFacilitated Ilby Ilthe Ilinternet
lland llour llproliferating IImobile Ildigital
Ildevices, Ilthe Illdominant Ilsymbolic Ilsystems
Illof llmeaning Ilof Illour llage-such llas
Ilindividualism, llconsumerism, lland llvarious
llreligious Ildiscourses-circulate Ilmore Ilfreely
lland llwidely llthan Ilever llbefore. 11As Ilimages
Iland Ilideas llcan Ilbe IImore lleasily Iland

systems Ilof llmeaning llof llour Ilage-such llas
Ilindividualism, llconsumerism, lland llvarious
Ilreligious Ildiscourses-circulate Ilmore Ilfreely
Iland Ilwidely Ilthan Ilever Ilbefore. 11As Ilimages
lland Ilideas llcan Ilbe Ilmore lleasily lland
llrapidly Iltransmitted Ilfrom llone liplace Ilto
Ilanother, lithey liprofoundly Ilimpact lithe llway
llpeople llexperience Iltheir lleveryday Illives.
IIToday, Ilcultural llpractices Ilhave Ilescaped
lithe Ilprison llof Ilfixed Illocalities llsuch Ilas
litown Iland Ilnation, lleventually llacquiring
llnew llmeanings Ilin llinteraction Ilwith
Ildominant Ilglobal llthemes.

IIThe Illthematic Illandscape Iltraversed Ilby
llscholars llof llcultural llglobalization Ilis llvast
lland llthe llquestions llthey llraise Ilare Iltoo
lInumerous Ilto Ilbe Ilfleshed Ilout Ilin llthis
lIshort Ilintroduction. Il1Rather Ilthan Iloffering lla
Illong Illaundry Illist Ilof Irelevant lltopics, llthis
lichapter llwill lifocus Ilon Illthree Ilimportant
Ilthemes: Ilithe Iltension Ilbetween llsameness
lland Ildifference Ilin llithe llemerging llglobal
llculture; lithe Ilcrucial Ilrole llof Iltransnational

llmedia  llcorporations Ilin  lldisseminating
Ipopular Ilculture; lland lithe llglobalization llof
Ilanguages.

(Manfred IIB. I1Steger IIbook Il
A lIshort Ilintroduction llof 1IGlobalization)

Verities liof licapitalism

Capitalism: 1IMeaning, IlFeatures, IIMerits,
Iland 11De-Merits

Meaning lland I1Definition

Under llcapitalism, Ilall llfarms, llfactories, Iland
llother Ilmeans llof llproduction Ilare Ilthe
Ilproperty Ilof llprivate Ilindividuals lland I1firms.

They Ilare llfree Ilto lluse Ilithem llto IImake lla
lprofit. 1IThe Ildesire Ilto llearn lla llprofit Ilis
lithe Ilsole llconsideration llwith Iithe Ilproperty
Ilowners 1lin lithe luse llof Iltheir llproperty.
Under llcapitalism, lleverybody Ilis lifree llto
litake Hup Ilany Illine Ilof Ilproduction Ilhe
llwishes Iland llis Ilfree llto llenter Ilinto Ilany
Ilcontract llto Ilearn lla llprofit.

Definition:

(1) HProf. 1IR. NT. 1IBye llhas Illdefined
llcapitalism Ilas 11“that Ilsystem Ilof lleconomic
llorganization Ilin Ilwhich Iifree llenterprise,
llcompetition Illand llprivate llownership Ilof
Ilproperty llgenerally Ilprevail.” 11Thus, lithe
lldefinition Ilhints llat I1the 1Imajor Ilfeatures Ilof
llcapitalism.
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(2) 1In Hthe Hwords llof I1Prof. ILOUCKS:
“Capitalism Ilis Ila llsystem Ilof lithe Ileconomic
Ilorganization Ilfeatured Ilby Ilthe Illprivate
[lownership Illand Ilthe lluse Ilfor Ilthe llprivate
[lprofit Ilof Ilman-made lland Ilnature-made
llcapital.”

(3) NSimilarly, llFerguson lland IlIKreps llhave
Ilwritten llthat [1“in Ilits llpure Ilform, llfree
llenterprise llcapitalism Ilis Ila llsystem Ilin
llwhich llprivately llowned Iland lleconomic
Ildecisions llare llprivately llmade”.

(4) NcCapitalism IlIfrom 1IMc 11Connell Ilview
Iis:

“A llfree llmarket” Ilor llcapitalist Ileconomy
IlImay Ilbe llcharacterized llas Ilan llautomatic
llself-regulating llsystem IImotivated Ilby llthe
llself-interest llof Ilindividuals Iland Ilregulated
by llcompetition.” A llcapitalist Ileconomy
Ilworks llthrough Ilthe 11Price 11System.

Prices llperform Iltwo Ilfunctions:

(i) HA llrationing Ifunction, (ii) Hincentive
[1functions.

Prices llration llout Ilthe llavailable Ilgoods Iland
llservices Ilamong Ilbuyers llaccording Ilto llthe
Ilamounts lleach Ilbuyer Ilwants Iland llcan llpay
IIfor llothers llwhose lldesire Ilis Illess llurgent
llor llwhose Ilincome Ilis Ilsmaller Hwill Ilreceive
lIsmaller Ilqualities.

Prices llalso llprovide Ilan Ilincentive Ilfor llfirms
I1to lproduce IImore. I1Where Ildemand Ilis Ilhigh
lprices Hwill llrise llencouraging llfirms llalready
Ilin Iithe Ilindustry Iito Ilproduce llmore Iland
lldrawing llnew Ilfirms Ilinto Ilthe Ilindustry.
[IWhere Ildemand Ilis llfalling, llprices Iwill
lInormally Ilifall [I1too. HFirms lwill llreduce
Iltheir llproduction, llreleasing llresources Ilfor
[luse lin llother llindustries llwhere llthere Ilis Ila
Ildemand lifor I1them.

Firms llare llbuyers llas Ilwell llas lisellers.
[IThey Ilbuy Ilmaterials Iland Ilsupplies Ilfrom
llother llfirms llbehaving llexactly Ilas llprivate
Ilindividuals Ildo Ilin lldeciding Ilwhat lito I1buy
lland Ithow IImuch Ilto Ilbuy. HIf Ila Illnew
IImachine Ilpromises Ilto Ilreduce Ilproduction
llcosts llor Ilif lla llcertain limaterial Ilcan llbe
llsubstituted Ilfor llanother Ilat llsaving, llthe
Ifirm Hwill llbuy Illow-cost Ilresources Ilto
Ilcompete Ilwith llother I1firms.

The lleconomy llis litied lltogether llby IImillions
Ilof llthose Ilinteractions Illinking Ilproducers
llwith Ilone llanother lland Ilwith Ilconsumers,
Illinking llone Ilproduct Illwith llother Illproducts
lland Illinking llevery Ilmarket Ilwith Ilother
IImarkets. 11The Illpoint Ilis Ilthat Ilall [lthe

lleconomic llunits 1lin Ilan lleconomy llare
Ilinter-related.

Main IlFeatures Ilof I1Capitalism:

What Ila llcapitalistic lleconomy llis llcan Ilbe
Ilknown Ilthrough Ilits Ilmain llfeatures. 11These
llare llderived Ilfrom [llthe Illway llcertain
IIfunctions Ilare llperformed lland lithe lImain
Ildecisions llof Ilthe Ileconomy llexecuted.

These IImay Ilbe llstated Ilas llunder:

1. lPrivate IIProperty lland IIFreedom Ilof
Ilownership:

A llcapitalist lleconomy Ilis llalways Ilhaving
lthe Ilinstitution llof llprivate llproperty. I1An
llindividual Ilcan Ilaccumulate Ilproperty lland
lluse Ilit Ilaccording Ilto Ilhis Hwill. 11The
llgovernment Ilprotects lithe llright Ilto liproperty.
IlAfter lithe Ildeath Ilof Ilevery llperson, Ilhis
lproperty llgoes Ilto Ilhis llsuccessors.

2. lIRight llof I1Private I1Property:

The Illmost Ilimportant Ilfeature llof Ilcapitalism
Ilis llithe llexistence Ilof Ilprivate llproperty Iland
lithe Ilsystem llof llinheritance. I1Everybody Ilhas
Ila Ilright Ilto llacquire llprivate llproperty llto
Ilkeep Ilit lland Ilafter Ilhis Ildeath, llto Ilpass Ilit
llon lito llhis Ilheirs.

3. lIPrice 1IMechanism:

This lltype llof Ileconomy llhas Ila Ilfreely
llworking llprice llmechanism Ilto llguide
Ilconsumers. 1IPrice llmechanism llmeans llthe
IIfree llworking llof lithe lisupply Iland lldemand
IIforces lwithout Ilany Ilintervention. I1Producers
Ilare Ilalso Ilhelped l1by Ilthe Ilprice limechanism
Ilin-deciding Ilwhat Ilto Ilproduce, Ilhow lIimuch
I1to Ilproduce, llwhen lito llproduce, lland Ilwhere
l1to llproduce.

This  llmechanism  llbrings  llabout  Ilithe
lladjustment llof llsupply Ilito lldemand. 1Al
lleconomic  llprocesses Ilof  Illconsumption,
llproduction, Ilexchange, lldistribution, llsaving,
lland Ilinvestment Ilwork llaccording llto llits
lldirections. 1ITherefore, IlAdam 11Smith Ilhas
llcalled Iithe |Ilprice Ilmechanism llas Ilthe
II“Invisible 11Hand” llwhich lloperates Ilthe
llcapitalist.

4. l1Profit 1IMotive:

In lithis lleconomy, llthe Ildesire Ilto Ilearn Ila
Iprofit Ilis Ilthe IImost Ilimportant Ilinducement
IIfor Ileconomic llactivity. [IAIl llentrepreneurs
litry 1lto llistart Ilthose  Ilindustries llor
lloccupations Ilin llwhich lthey llhope Ilto llearn
l1the IThighest liprofit. 11Such Ilindustries Ilas Ilare
llexpected I1lto Ilgo [llunder Ila Illoss llare
Ilabandoned. 1IProfit Ilis llsuch Ilan Ilinducement
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llthat Ilthe llentrepreneur Ilis Ilprepared Ilto
Ilundertake I1high Ilrisk. ITherefore, Ilit ican llbe
llsaid Ilthat Ilthe IIProfit 1IMotive Ilis Illthe
[ISOUL llof Ilthe Ilcapitalist Ileconomy.

5. llICompetition Iland [1Co-operation 11Goes
[1Side Ilby I1Side:

A llcapitalist lleconomy Ilis licharacterized llby
IIfree  Ilcompetition Ilbecause llentrepreneurs
Ilcompete Ilfor llgetting lithe Ilhighest Ilprofit.
I1On Illthe llother llside Ilbuyers llalso llcompete
IIfor Ilpurchasing llgoods Iland llservices.
IWorkers llcompete llamong Ilthemselves llas
Iwell llas Ilwith lImachines Iifor Iltaking lup Ila
llparticular llwork. 11To llproduce llgoods llof
Ilthe Ilrequired Illtype Iland llquality llworkers
Iland lImachines llare limade Ilto llco-operate 11so
lithat Iithe llproduction Illine llruns llaccording
IIto llschedule. Ilin Ilithis llway, llcompetition
Iland llco-operation Ilgo liside Ilby llside.

6. lIFreedom llof l1Enterprise, 110ccupation, lland
I1IControl:

Every [llperson Ilis llfree llto listart Ilany
llenterprise Ilof Ilhis llchoice. IIPeople llcan
IIfollow Ilthe Iloccupations Ilof Iitheir llability
lland Iltaste. [I1lMoreover, llthere |Ilis llthe
IIfreedom Ilof Ilentering llinto Ilthe llcontract.
IIEmployers Illmay llcontract llwith Illtrade
llunions, lisuppliers Hwith Ila Iifirm, lland llone
[1firm lwith llanother.

7. 1Consumer’s 11Sovereignty:

In lla llcapitalist Ileconomy, Ila llconsumer llis
llcompared Ilto Ila llsovereign Ilking. 11The
Ilwhole llproduction llIframeworks llaccording Ilto
Ihis Ildirections. llConsumer’s lltastes llgovern
lithe Ilwhole Ilproduction Illine Ilbecause
Ilentrepreneurs Ilhave llto llsell litheir Ilproducts.
IIf Ha Iparticular Itype Ilof Ilproduction Ilis llto
Ilthe Illiking Ilof llconsumers, llthe Ilproducer
Ilgets I1high llprofits.

8. llIt arises I1Class l1Conflict:

From llthis llclass-conflict Ilarises. 11The llsociety
[lis IInormally Ildivided Ilinto Iltwo llclasses llthe
II“haves” Iland llthe Il“have-not’s”, llwhich llare
Ilconstantly Ilat Ilwar Ilwith Ileach llother. 1IThe
Ilconflict Ilbetween Illabor Iland llcapital Ilis
IIfound Ilin almost llall llcapitalistic Ilcountries
lland Ilthere llseems lito I1be lIno Iinear llsolution
llto llithis Ilproblem. It llseems llthat Ilthis
Ilclass-conflict Ilis llinherent Ilin Ilcapitalism.

9. llLeading IlIRole [Ilof [IlJoint  [11Stock
[ICompanies:

In lla ljoint-stock Ilcompany, Ilbusiness llis
llcarried llon Ilby Ila Ilboard Ilof Ildirectors
llwhich Ilis lldemocratically llelected Ilby llthe
llshareholders llof Ilthe Ilcompany llat llits
Ilgeneral Ilbody IImeeting. I1Because Ilof llthis,
Ilit Ilhas Ilbeen Illsaid llthat IlJoint-stock
IICompanies l1“Democratic |1Capitalism”.

However, Ilthe llreal Ilfunctioning Illof llthe
llcorporate llsector Ilis Ilnot Ildemocratic
Ilbecause llthere Ilis lla llone-share-one llvote
Ilelection. I1Since Ilbig llbusiness Ilhouses llown
Ila lImajority llof lithe Ilshares Ilof Ila llcompany,
llthey llmanage llto llget llre-elected Iland lithe
llcompany Ilis llrun llas Ilif it lwere lltheir
I1family I1business.

10. HImportant lIRole llof Ilthe IIEntrepreneur:
The llentrepreneurial llclass Ilis lithe Ilfoundation
lof lthe Ilcapitalist 1leconomy. 11The Ilwhole llof
lithe lleconomic llstructure llof lithe llcapitalist
lleconomy Ilis llbased Ilon [llthis llclass.
lIEntrepreneurs llplay llthe llrole llof Illeaders Ilin
lldifferent IlIfields llof llproduction. [1IThe
llpresence llof llgood llentrepreneurs Ilis lla
lImust lIfor Ihealthy Ilcompetition.
IIEntrepreneurs llare Ilthe Ilmain lisources llof
Ildynamism Ilof llthe llcapitalist lleconomy.
Merits llof 11Capitalism

The Ilmain Ilmerits lland lladvantages Ilof
llcapitalism llare llas I1follows:

1. HProduction HlAccording Ilto Ilthe [INeeds
Iland [1Wishes llof 11IConsumers:

In Ila Ilfree-market lleconomy, llconsumer lineeds
lland llwishes llare Ilthe lluppermost Ilin llthe
IIminds Ilof lithe llproducers. 1IThey litry lito
llproduce llgoods llaccording Ilto llthe lltastes
lland Illiking Ilof Ilthe Ilconsumers. 1 This Illeads
llto llithe Ilmaximum Ilsatisfaction Ilof Ilthe
llconsumers  llas  llobtained  Ilfrom llhis
llexpenditure Ilon llthe lIneeded llgoods.

2. lIHigher lIRate llof I1Capital IIFormation Iland
I1More IlEconomic 1IGrowth:

People Ilunder llcapitalism Ilhave Ilthe liright llto
Ithold Ilproperty lland llpass Ilit llon Ilin
Ilinheritance Ilto Iltheir Ilheirs Iland Ilsuccessors.
I10Owing Ilto Ilthis Ilright, I1people llsave Ila llpart
Ilof lltheir Ilincome llso llthat Ilit llcan Ilbe
Ilinvested Ilto llearn IImore Ilincome Iland llleave
Ilarger Ilproperty lifor Iitheir llheirs. 11The Ilrate
llof llcapital Ilformation Ilincreases Ilwhen
llsavings llare llinvested. 11This Ilaccelerates
Ileconomic Illgrowth.
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3. lIThere llis I1IComplete lIFreedom llof I1Choice
Ilin I1a llCapitalist IIEconomy:

Economic Ilfreedom Ilmeans llthe Ilright Ilto
llearn Iland liretain Ilproperty. It llalso IImeans
I1the Ilfreedom Ilof llenterprise Iland lichoice Ilof
Iloccupation. 1This llleads llto Ilthe Ilautomatic
llchannelization Ilof llthe llcountry’s Illman
Ilpower llresources Ilin Ildifferent llvocations.
IIThere Ilis lIno lineed Ilto lldirect llpeople Ilor
IIforce lithem. [IlFurther, Ilithere Ilis Ilthe
IIfreedom llof [llcontract llwhich llensures
lIsmooth Iland llIflexible Ilfunctioning llof
Idifferent llproduction Ilunits.

4. 1lOptimum [lUtilisation Ilof [IResources
I1Available:

The Illimited Ilresources Ilof lithe llcommunity
llare llput llto llithe IImost lleconomical lluses
llwith llas IHlittle Hwaste llas llpossible. 11There
Ilis llkeen Ilcompetition llamong llproducers Iland
llentrepreneurs 11to llproduce lland lisell Ilgoods.
IIEvery llproducer lland llentrepreneur lltries l1lto
lluse Ilthe Ilproductive Ilresources llat Ilhis
Ildisposal Ilin Ilthe IImost lleconomical IImanner
Ilin lorder Ilto lImake Ilmaximum llprofit.

5. [llEfficient IlProduction Ilof 11Goods lland
I1Services:

Due Ilto llcompetition llevery llentrepreneur
lltries Ilto Ilproduce llgoods Ilat lithe Illowest
llcost lland llof lla lldurable [Inature.
lIEntrepreneurs llalso lltry 1lto [IlIfind llout
lIsuperior lltechniques Ilof Ilproducing lithe
Ilgoods llconsumers llget lithe Ilhighest Ilquality
Ilgoods llat llthe Illeast Ilpossible llcost Ilbecause
lithe llproducers llare llalways Ilbusy Ilin
IImaking lltheir Ilproduction IImethods IImore
Iland lImore llefficient.

6. lIVarieties llof [1Consumer 11Goods:
Competition Ilis llnot Honly Ilin Ilprice llbut
llalso Ilin Ilthe llshape Ildesign, licolours lland
Ipacking Ilof Ilproducts. 11Consumers lltherefore
llget Ila llgood lldeal llof Ilvariety Ilof llthe
Ilsame Ilproduct. 11They lineed linot Ilbe Ilgiven
[limited Ilchoice. 111t Ilis llsaid llthat llvariety Ilis
I1the Ilspice Ilof Illife. 1IFree limarket Ileconomy
Iloffers llvariety llof llconsumer llgoods.

7. HlIn llCapitalism llthere Ilis IIno IINeed llof
I1Inducement llor I1Punishment Ilfor 11Good Iland
[1Bad lIProduction:

A llcapitalist lleconomy llprovides
Ilencouragement llto llefficient llproducers. 11The
Ilable llan Ilentrepreneur llis, lithe Ilhigher Ilis
I1the Hprofit I1he llobtains. 11 There Ilis IIno IIneed
[1to llprovide llany likind Ilof Ilinducement. 11The
llprice Ilmechanism llpunishes lithe Ilinefficient
Iland llrewards lithe llefficient llon Ilits lown.

8. It llEncourages llthe IIEntrepreneurs llto
I1Take I1Risks lland 11Adopt 11Bold IIPolicies:
Because Ilby lltaking Ilrisk Ilthey llcan Ilmake
Ithigher llprofits. IIHigher llthe Ilrisk, llgreater
lithe Ilprofit. 1IThey llalso IImake llinnovations
llin llorder [Ilto llcut Iltheir llcosts Iland
IImaximise lltheir Ilprofits. IIHence llcapitalism
llbrings llabout llgreat Iltechnological Ilprogress
Ilin Ilthe llcountry.

9. It IProvides llthe 1IBest IIAtmosphere llfor
IInventions:

Entrepreneurs llare Ilalways llon lithe Illook-out
lIfor llnew Ilideas Ilto Ilbe Ilapplied Ilto
Iproduction. 11 They Iltry Ilto Ilbeat lleach Ilother
Ilin Ilinnovations. 1IThis Illeads Ilto Ilrapid
llexpansion,  llgreater  llemployment lland
Illincome. 1IThe Ilinvestors llare llsuitably
llrewarded Ilwith lltheir Ilroyalties, llthrough lithe
llcopy llright. [lISimilarly, Ilinnovators llenjoy
lithe llbenefits llof Iltheir Ilresearch, Ilthrough
lithe lIsystem llof llpatents lland Iltrade-marks.
10. It HProvides Ila [11Good IIDeal llof
lFlexibility:

This Iltype Ilof lleconomy llcan llautomatically
llchange Ilwith Ilthe Ilcircumstances. [l1During
llwar Iltime Ilmarket llregulations Ilare lladopted
llto Ilprovide Ilfor Ilthe llwar Ilmachine. Il1As
lIsoon llas llthere llis llpeace, llthe Ileconomy
llreverts Ilto lithe Ilfree Ilfunctioning Illof
IImarkets.

De-Merits llof I1Capitalism

The llcapitalist lleconomy llhas llbeen llshowing
llsigns llof listress lland llstrain llat Ildifferent
Iltimes. 11Some llhave llcalled Ilfor Ila llradical
llreform Ilof Ilthe lifree-market lleconomy.
I1Others Illike IIMarx Ilhave Illconsidered
llcapitalism lleconomy Ilto llbe Ilcontradictory
llin llitself. 1They Ilhave Ilpredicted Ilthe
llultimate lldoom llof licapitalist lleconomy llafter
I1a llseries llof lldeepening llcrisis.

The Ilmain llde-merits llor lldis-advantages
llof llcapitalist Ileconomy llare Ilas llfollows:

1. Ilinequality Ilof IIDistribution Ilof llWealth
Iland IlIncome:

The lisystem llof Ilprivate llproperty llacts llas lla
lImeans llof Illincreasing llinequalities Ilof
Ilincome Ilamong Illdifferent llclasses. [IMoney
llbegets IImoney. IIThose llwho Ilhave llwealth
llcan llobtain llresources Iland llstart llbig
llenterprises. 11The llproperty Illess llclasses
Ilhave llonly Iltheir Illabour llto Iloffer. I1Profits
lland Ilrents Illess llclasses Ilhave llonly lltheir
Illabour llto lloffer. I1Profits Iland llrents Ilare
IThigh.
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Wages llare llmuch Illower. 1Thus Ilthe
I1property Ilholders llobtain Ila Iimajor lishare Ilof
IInational Ilincome. [1The Illcommon lImasses
Ilhave Iltheir llwages Ilto Ildepend Ilupon.
[1Although lltheir lInumber Ilis lloverwhelming
I1their llshare llof llincome llis llrelatively IImuch
[1lower.

2. lIClass 1IStruggle llas Illnevitable Ilin
IICapitalist IIEconomy:

Some llcritics llof llcapitalism llconsider llclass
lIstruggle llas Ilinevitable Ilin lla llcapitalist
lleconomy. IIMarxists llpoint llout llthat llthere
llare Iltwo [Ilmain llclasses Ilinto Ilwhich
Ilcapitalist llsociety Ilis Ildivided. [1The Il‘haves’
Ilwhich llare lithe llrich Ilpropertied llclass llown
llthe IImeans llof Ilproduction. 11The Il“have
IInot’s” Ilwhich llconstitute l1the Ilwage Ilearning
lIpeople Ilhave lIno llproperty.

The Il‘haves’ llare llfew Ilin IInumber. [1The
II‘have llnot’s Ilare Ilin IImajority. [1There Ilis lla
litendency Ilon Ilthe llpart llof llithe llcapitalist
liclass Ilto llexploit Ilthe llwage-earners. 11As lla
Ilresult lithere Ilis Ila llconflict Ilbetween Ilthe
llemployers lland lithe llemployees Ilwhich
Illeads Ilto Illabour lunrest. I1Strikes, Illockouts
lland llother Ilpoints Ilof Iltension. HAII llthis
Ithave lla llvery Ilbad lleffect Ilon llproduction
Iland llemployment.

3. l1Social I1Costs llare 11Very IIHigh:

A llcapitalist Ileconomy Ilindustrialises Iland
lldevelops Ilbut lithe llsocial llcosts llof lithe
llsame llare llvery llheavy. IlIFactory llowners
llrunning llafter Illprivate Ilprofit Ildo linot llcare
lIfor llthe |Illpeople [llaffected Ilby Iltheir
Ilproduction. 1IThe Ilenvironment Ilis llpolluted
Ilbecause llfactory llwastes llare linot Ilproperly
Ildisposed Ilof. IIHousing Ilfor lifactory Illabour
Ilis llvery llrarely llprovided llwith Ilthe Ilresult
I1that llslums Ilgrow Ilaround llbig llcities.

4. 1lUnnecessary lIMultiplicity lland I1too [1Much
Ilof IICompetition:

Consumers Ilhave llto Ilpay lla llhigh liprice llfor
[ltheir Ilfreedom llof llchoice Iland Ilprovision
llof Ilvariety. 11There Ilis Illsometimes Iltoo
IImuch llcompetition Illeading llto Ilunnecessary
Ithigh  Ilcosts llof  llproduction Ilbecause
Ilcompetitors Ilbid Ilthe Ilprices Ilof llresources
Iltoo [Thigh. [ There Ilis Iwasteful
lladvertisement.  1ISometimes  Ilsub-standard
Ilgoods Ilare Ilhighly lladvertised lland llthe
Ilconsumer Ilis Ildeceived.

5. llnstability llof lthe lICapital 1IEconomy:

A llcapitalist Ileconomy Ilis llinherently
llunstable. 1lThere Ilis llrecurring llbusiness
llcycle. 11Sometimes llthere Ilis Ila lislump Ilin
Ileconomic llactivity. IlPrices llfall, Ilfactories

llclose Illdown, Ilworkers llare llrendered
Ilunemployed. [1At Ilother Iltimes Ilbusiness Ilis
Ibrisk, Iprices Ilrise, Ilfast, llthere Ilis lla ligood
Ildeal Ilof llspeculative Illactivity. 1lThese
Ialternating Ilperiods llof llrecession Iland l1boom
Illead Ilto lla llgood lldeal Ilof Ilwastage Ilof
Ilresources.

6. llUnemployment Iland 11Under-employment:

A llcapitalist Ileconomy Ilhas Ilalways llsome
llunemployment  llbecause  llthe  lImarket
IImechanism Ilis llslow Ilto lladjust Ilto lithe
llchanging Ilconditions. I1Business Ilfluctuations
llalso Ilresult Ilin Ila Illarge llpart Ilof Ilthe
Ilabour llforce llgoing Ilunemployed Ilduring
Ildepressions. 1INot Ilonly llthis, Ilworkers llare
lInot Ilable lito Ilget IlIfull litime llemployment
Ilexcept llunder 11boom liconditions.

7. lWorking IIClass Ildoes lInot Ilhave 11Adequate
l1Social 11Security:

In Ila llcapitalist lleconomy, Ilthe Illworking
liclass Ildoes IInot Ilhave Iladequate llsocial
llsecurity, llcommodity, llthe Ilfactory llowners
lldo llnot [llprovide lifor llany Ilpension,
llaccident Ilbenefits llor lirelief llto [llthe
IIfamilies  Ilof  Ilthose llwho Ildie Ilin
llemployment. 11As lla llresult, Ilwidows lland
lichildren Ilhave Ilto llundergo lla Ilgood lldeal
llof llsuffering. 11Governments Ilare linot Ilin lla
llposition Ilto llprovide Ilfor lladequate Ilsocial
lIsecurity Ilin Ilover Ilpopulated Illess Ildeveloped
Ilcountries.

8. lISlow Iland IlUnbalanced I1Growth:

A lIfree llmarket lleconomy Ilmay Ilwork
llautomatically I1but Ilthe Ilrate Ilof ligrowth Ilis
llrather llslow. IIMoreover llas llthe Ileconomy
Ilprogresses, llthere 1lis 1lno Ilall llround
Ildevelopment. 11Some Ilareas lldevelop limuch
IIfaster llwhile Ilothers Ilremain Ilbackward.
Ilindustries llmay llexpand llfast llwhile llthere
IImay llbe Ilpoverty Ilin llagriculture.

9. IINo lIBargaining llCapacity Ilof llLabourers
Ilhence I1Exploitation:

In lla llcapitalist Ileconomy, llworkers llare
lloften Ilpaid lla llwage Ilrate Ilbelow lltheir
lproductivity. 1This Ilis llbecause; Ilthey lldo
lInot Ilhave lithe llbargaining llpower llto llget
litheir Ildue Ilfrom lithe |Ilrich llcapitalist.
IIWomen Iland llichildren Ilare lloften Ilpaid lla
llvery lllow llwage llrate. [IThere Ilis lIno Ilequal
I1pay lifor llequal llwork.

10. lGrowth llof 1IMonopolies Ilwith Illtheir
lEvils:

A licapitalist Ileconomy Ilis Ilcompetitive Ilonly
llin  lltheory. IlIn llpractice, Ilthe Illfew
llcompetitors ~ Iloften  llarrive  llat  llan
llunderstanding Iland llexploit Ilithe llconsumer.
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[1Sometimes llthe Ilbigger Ilfirms Ilbuy llor
lleliminate Ilthe Ilsmaller lifirms Ilto Ilestablish
Iltheir Ilsupremacy Ilin llparticular Illines llor
Iproduction. 1IThey licharge Ilhigh llprices lland
Ido lInot Ilhave Ilany Ilcompulsion lito Ilimprove
Ilefficiency Ilof llproduction. I Thus, llithe IImuch
Iltalked Ilabout llefficient Ilworking Illof Ila
Ilcapitalist Ileconomy Ilbecomes Ila lImyth.

Summery liglobal livarieties liof licapitalism

Political Ileconomists Ilhave Ilalways Ilbeen
Ilinterested Ilin Ilthe Ildifferences Ilin Ileconomic
Iland Ilpolitical Iinstitutions Ilthat lloccur llacross
Ilcountries. 11Some llregard Ilthese Ildifferences
Ilas lldeviations llfrom 1l‘best llpractice’ Ilthat 1l
Iwill lldissolve llas llnations Ilcatch llup Ilto lla
lltechnological llor llorganizational Illeader.
[10thers lisee Il Ilthem llas Ilthe Ildistillation 11
Ilof 11 limore Il Ildurable Ilhistorical Ilchoices
IIfor la llspecific Ilkind Ilof llsociety, llsince
Ileconomic Ilinstitutions Ilcondition Illevels Ilof
llsocial Ilprotection, Ilthe Ildistribution Illof
Ilincome, lland llthe llavailability Ilof Ilcollec-
lltive llgoods— Ilfeatures Ilof Ilthe Ilsocial
llsolidarity llof lla llnation. IlIn lleach llcase,
Ilcomparative llpolitical Ileconomy Ilrevolves
Ilaround Ilthe Ilconceptual Ilframe- Ilworks llused
I1to lunderstand Ilinstitutional llvariation llacross
IInations.

On llsuch Ilframeworks Ildepend llthe llanswers
I1to Ila llrange llof llimportant Ilquestions. [1Some
llare  llpolicy-related. 1IWhat llkind  llof
lleconomic llpolicies Hwill Ilimprove llthe
Iperformance llof Ilthe lleconomy? I1What Hwill
Ilgovernments lldo Ilin llthe liface llof Ileconomic
llchallenges? 1IWhat Illdefines lla llstate’s
Ilcapacities I1to limeet llsuch llichallenges? 110ther
Ilquestions Ilare llfirm-related. 11Do Ilcompanies
Illocated Ilin Ildifferent llnations Ildisplay
lIsystematic Ildifferences Ilin Iltheir listructure
Iland listrategies? I1If I1so, llwhat Ilinspires llsuch
Ildifferences? IIHow llcan llnational Ildiffer-
llences Ilin llthe Illpace llor llcharacter Ilof
[linnovation Ilbe llexplained? Il 11Some Il llare
Ilissues Ilabout Ileconomic Ilperformance. 11Do
llsome llsets Ilof Ilinstitutions llprovide Illower
llrates llof Ilinflation lland Ilunemployment Ilor
IThigher 11 Ilrates I Hof Il ligrowth Il1than llothers?
[IWhat llare lithe lltrade-offs Ilin Il llterms llof I
Ileconomic Il llperformance Ilto lldeveloping
llone lltype llof Ilpolitical lleconomy Ilrather
llthan  llanother?  IlFinally,  llsecond-order
Ilquestions llabout Ilinstitutional llchange Iland
IIstability llare llof lispecial llsignificance lltoday.
[ICan Ilwe Illexpect Illtechnological llprogress

lland llithe  llcompetitive  Ilpressures  llof
llglobalization ~ 1lto  Ilinspire  llinstitutional
llconver- llgence? IIWhat Ilfactors Ilcondition
I1the Iladjustment Ilpaths lla llpolitical lleconomy
lltakes Ilin lithe llface Ilof llsuch lichallenges?
The Il lobject I Hof 11 lithis 1l Ibook Il Iis I1 l1to
Il llelaborate Il Ha Il IInew Il llframework Ilfor
Ilunder-

standing llthe Ilinstitutional Ilsimilarities lland
lldifferences llamong Ilthe lldevel- Illoped
Ileconomies, Ilone lithat Il loffers 11 Ila 1l linew
Il Hand Ilintriguing liset I1 Hof 11 llanswers Ilto
such llquestions.1 1IWe lloutline llthe Ilbasic
Ilapproach Ilin Ilthis IlIntroduction. 1ISubsequent
llchapters llextend lland Ilapply Ilit llto lla llwide
Ilrange llof 11 Ilissues. I1In lImany llrespects, llthis
Ilapproach Ilis llstill 1la llwork-in-pr llogress.
I1We llsee Ilit llas lla llset llof Ilcontentions llthat
llopen llup Ilnew llresearch Ilagendas Ilrather
lithan llsettled Ilwis II- 1ldom Ilto Ilbe llaccepted
luncritically, but, Has Ilthe llcontributions Ilto
lithis Ilvolume Ilindicate, Ilit llprovides linew
lperspectives llon Ilan Hunusually Ilbr lload llset
Il Hof Il litopics, llranging Ilfrom Ilissues Ilin
Ilinnovation, Ilvocational Iltraining, Iland Ilcor 1I-
Ilporate llstrategy Ilto Il Ilthose llassociated 1l
lwith lllegal llsystems, llthe Ildevelopment II Ilof
llsocial Ilpolicy, Iland llthe llstance Ilnations
llitake Ilin Hinternational linegotiations.

As llany llwork Ilon llthis lltopic lImust llbe,
llours Ilis lldeeply Ilindebted Ilto llprior
lischolarship Ilin Ilthe Ilfield. 1IThe Il‘varieties
llof llcapitalism’ Ilappr lloach Ildeveloped llhere
lican Ilbe llseen llas llan lleffort lito llgo
Ilbeyond lithr llee llperspectives llon Ilinstitu I1-
Iltional Ilvariation llthat llhave lldominated Ilthe
lIstudy Ilof llcomparative Ilcapitalism Ilin llthe
Ilpreceding lithirty Ilyears. 112 1lIn Ilimportant I1r
llespects, Illike llours, lleach Ilof Ilthese
Ilperspectives llwas lla llresponse llto Ilithe
Ileconomic Ilproblems llof Ilits Iltime.

The llfirst llof Ilthese Ilperspectives lloffers lla
IImodernization Ilapproach Ilto llcompar I1- Ilative
llcapitalism lInicely llelucidated Ilin 11Shonfi
lleld’s llmagisterial [ltr lleatise Ilof 111965.
I1Devised Ilin lithe llpost-war Ildecades, llthis
llappr lloach llsaw llthe llprincipal llchallenge
llconfronting llthe Ildeveloped lleconomies llas
llone llof Ilmodernizing Ilindustries llstill
Ildominated Ilby Ilpr Ile-war llpractices Ilin Ilor
Ilder llto llsecure Ilhigh llrates Ilof llnational Ilgr
llowth. 11Analysts Iltried Ilto llidentify Ila 11 llset
Il Hof Il lactors Il Ilwith llthe Illstrategic
llcapacity Ilto Ildevise llplans Ilfor Ilindustry
lland I1to 11 Himpr lless Il lithem 11 Ilon llspecific
llsectors. 1lOccasionally, llthis llcapacity Ilwas
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llsaid Ilto Ilreside Ilin Ilthe llbanks Ilbut IImore
Iloften Ilin llpublic llofficials. [1Accordingly,
Ilthose Iltaking Ilthis Ilapproach lifocused Ilon
Ilthe Ilinstitutional llstr Iluctures llthat llgave
llstates 11 Illever 1I- llage llover llthe llprivate
llsector I, Ilsuch Ilas Ilplanning Ilsystems lland
Ipublic Hinfl 1lu- llence llover llthe Ilflows Ilof
[Ifunds Ilin lithe Ilfinancial Ilsystem 1I(Cohen
111977; I1Estrin lland IIHolmes 111983; 11Zysman
111983; 11Cox 111986). I1Countries Ilwer lle lloften
llcate- llgorized, llaccor Ilding Ilto Ilthe Ilstr
llucture llof litheir llistate, Ilinto Ilthose Ilwith
I1*str llong” lland Il‘weak’ llstates Il(Katzenstein
111978 I1lb; l1Sacks 111980; IINordlinger 111981;
[1Skoc- Ilpol Iland I1Amenta 111985). IlFrance
lland IlJapan llemerged Ilifrom llthis 1l
Ilperspective Ilas llmodels llof Ileconomic
Isuccess, Hwhile 11Britain Ilwas llgenerally llseen
llas Ila Illaggar Ild 11(Shonfield 111965; I1Johnson
111982).

During llthe 111970s, Ilwhen Ilinflation Ilbecame
llthe  Ilpreeminent llproblem lifacing Illthe
Ildeveloped Ileconomies, Ila Ilnumber Ilof
Ilanalysts 11 Ildeveloped Il Ila llsecond llapproach
Ilto Ilcomparative llcapitalism llbased Ilon Ilthe
llconcept llof lineo- llcorporatism Il(Schmitter
lland llLehmbr lluch 111979; liBerger 111981;
I1Goldthorpe 111984; I1Alvarez llet llal. 111991).
I1Although Ildefined Ilin llvarious llways, llneo-
llcorporatism Illwas llgenerally Ilassociated Ilwith
lithe llcapacity Ilof Ila Ilstate 11to linego I1- lltiate
Ildurable Ilbar llgains Ilwith Ilemployers Iland
[lthe lltrade Ilunion IlImovement Ilregar Ilding
Ilwages, Ilworking Ilconditions, lland Ilsocial Ilor
Ileconomic llpolicy.3 IlAccordingly, lla I
IInation’s llcapacity lIfor Il IIneo-corporatism Il
llwas llgenerally llsaid Ilto lldepend llon lithe
Ilcentralization Ilor llconcentration llof Ilthe
[ltrade llunion lImove I1- liment, llfollowing llan
[10lsonian Illogic llof licollective llaction Ilwhich
Ilspecifi lles llthat Ilmore llencompassing llunions
llcan llbetter Ilinternalize llthe lleconomic llef
IIfects llof lltheir Ilwage llsettlements 11(Olson
111965; 11Camer llon 111984; I1Calmfors lland
IDriffill 111988; I1Golden 111993). 1IThose llwho
llsaw llneo-corporatist Ilbar Illgains llas lla
I*polit- Ilical llexchange’ llemphasized Ilthe
lability Ilof listates llto llof lifer Ilinducements
Ilas Iwell Ilas Ilthe Ilcapacity llof llunions lito
Ildiscipline lltheir Ilmembers 1lI(Pizzorno 111978;
[IRegini 111984; IlScharpf 111987, 111991; Ilcf.
lIPrzeworski lland 1IW llallerstein  111982).
IIThose llworking 1Ifr llom lithis Ilperspective
llcategorized  llcountries  Illar  llgely llby

Ilreference llto llthe llorganization llof Iltheir
lltrade llunion limovement; lland Ilthe Ilsuccess
lstories Ilof Ilthis Illiteratur lle Ilwere Ilthe
llsmall, Ilopen Ileconomies Ilof llnorthern
IIEurope.

During llithe 111980s Iland 111990s, Ila llnew
llapproach Ilto llcomparative llcapitalism Ilthat
llwe [Iwill Iliterm Ila lisocial Ilsystems Ilof
llproduction Illapproach Illgained Ilcurr llency.
I1Under Ilthis llrubric, Ilwe ligroup Ilanalyses Ilof
llsectoral llgovernance, llnational Ilinnovation
llsystems, lland Il 1Ifl llexible Il llproduction 1l
Iregimes Il Ilthat 1l llare Il lldiverse Ilin lisome
llrespects Ilbut llunited Ilby llseveral llkey
llanalytic Ilfeatur lles. 1l IIRespond- Iling llto
llthe Illreorganization Ilof llproduction Ilin
llresponse 1lto lltechnological llchange, Ilthese
llworks Ildevote Ilmor lle Ilattention Ilto llthe
llbehavior Hof IIfi llrms. Ilinfluenced Ilby Ilthe
IIFrench llregulation llschool, Ilthey Ilemphasize
lithe IImove 1I- liment llof IIfirms llaway llfrom
IlImass llproduction Iltowar I1d IInew llproduction
llregimes llthat lldepend Ilon licollective
Ilinstitutions Ilat lithe Ilr llegional, Ilsectoral, llor
IInational Illevel Il(Piore lland I1Sabel 111984;
I1Dore 111986; I1Streeck Iland 11Schmitter 111986;
I1Dosi llet llal. 111988; 11Boyer 111990; IlLazonick
111991; liCampbell Ilet IHlal. 111991; IINelson
111993; IIHollingsworth llet llal. 111994; l1Herrigel
111996; I[IHollingsworth lland 1IBoyer 111997;
IIEdquist 111997; [IWhitley 111999). [IThese
llworks Ilbring 11 Ila Il Hwider llrange llof
linstitutions llinto l1the Ilanalysis Iland lladopt lla
IImor lle lisociological Ilapproach Iito Iltheir
Iloperation, listr llessing Ilthe llways Ilin llwhich
Ilinstitutions

generate Iltr lust llor llenhance Illearning llwithin
Ileconomic llcommunities. 11As lla Ilresult, 11some
llof Ilthese Ilworks Ilr [llesist lInational
llcategories Ilin Ilfavor llof Ilan Ilemphasis Ilon
llregional llsuccess Ilof llthe lisort Illifound Ilin
I1Baden-Wiirttember Ilg Iland Ilthe [1Third Ilitaly.
Each llof lithese Ilbodies llof llwork Ilexplains
Ilimportant llaspects Ilof llithe lleco II- lInomic
llworld. I1However, llwe Ilseek Ilto ligo llbeyond
lithem Ilin llseveral Ilr llespects. Il1Although
Ilthose llwho Ilwrote Illwithin Ilit Ilcharacterized
lInational 11dif Ilferences Ilin lithe Ilearly llpost-
war llera llwell, lIfor llinstance, Ilsome llversions
llof I1the IImodern Il- llization llappr lloach lltend
llto lloverstate Ilwhat Ilgovernments llcan
Ilaccomplish, Ilespecially 1lin llcontexts Ilof
Ileconomic Ilopenness Ilwher Ile lladjustment Ilis
lIfirm- Illed. HHWe llwill llargue llthat Ilfeatures
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Ilof listates Ilonce llseen llas llattributes 11 lof I
llstrength Ilactually limake llthe Ilimplementation
[lof llmany lleconomic llpolicies Ilmore
Idifficult; lland llwe llseek I1 Ila 11 Ilbasis lifor
Ilcomparison 1l IImor lle lldeeply llrooted Ilin
I1the Ilorganization llof llthe Ilprivate llsector II.
Neo-corporatist  llanalysis  Ildir llects Ilour
Ilattention Ilto I1the llor Ilganization Ilof Ilsociety,
Ilbut Ilits Ilemphasis Ilon llthe Iltrade Ilunion
IImovement 1l lunderplays Ilthe Ilrole Ilthat
lIfirms lland llemployer llor llganizations llplay
Ilin 11 lthe llcoor Ildination 1l Ilof Ilthe
Ileconomy Il(cf. 11Soskice 111990a; Il 11Swenson |1
111991). 11 1IwWe Il Hwant 11 1ito 11 Ibring IlIfirms
IIback Ilinto lithe licenter Ilof 11 Ilthe 11 llanalysis
Il Hof Il llcomparative Il llcapitalism Il lland,
llwithout IIneglecting lltrade Ilunions, llhighlight
I1the Ilr llole lithat Ilbusiness Ilassociations lland
llother lltypes Ilof Ilr llelationships Ilamong
Ifirms Ilplay Hlin Ilthe llpolitical lleconomy.

The Illiteratur Ile llon Illsocial llsystems Illof
lIproduction Ilaccor Ilds lifirms Ila llcentral Ilrole
Iland Illinks Ilthe Ilorganization llof llproduction
I1to Ilthe llsupport llpr llovided llby llexternal
[linstitutions llat llmany Illevels llof llthe
Ilpolitical ~ Ileconomy. IIHowever, llwithout
Ildenying  lithat llregional Ilor llsectoral
[linstitutions llmatter l1to I1fi lirm llbehavior, llwe
lIfocus llon [llvariation llamong Ilnational
lpolitical Ileconomies. 1Our llpremiss Ilis Ilthat
IImany llof lithe lImost Ilimportant llinstitutional
lIstr Huctures 11— lInotably lisystems Ilof Illabor
IImarket I1r llegulation, Ilof lleducation 11 lland 11
lltraining, lland llof llcorporate llgovernance 11—
Ildepend Ilon Ilthe llpresence llof llregulatory
Ilregimes Ilthat Ilare lithe llpreserve llof lithe
IInation-state. 11Accordingly, llwe Illook Ilfor
IInational-level Ildifferences Iland Ilterms Ilin
llwhich Ilto llcharacterize Ilthem Ilthat Ilar Ile
IImore llgeneral llor llparsimonious llthan llthis
Iliteratur lle Ilhas Ilgenerated.4

Where Ilwe llbreak IImost Ilfundamentally [1fr
Ilom llthese llapproaches, Ilhowever, Ilis Ilin [lour
Ilconception Ilof Ilhow llbehavior llis llaffected
llby llthe [Hinstitutions llof Ilthe Ilpolitical
Ileconomy. I Three I1frameworks lIfor
Ilunderstanding llthis Ilr llelationship

dominate Ilthe Ilanalysis Ilof Ilcomparative
llcapitalism. 110ne llsees Ilinstitutions llas
llsocializing  llagencies  Ilthat  Ilinstill  Ila
llparticular llset Ilof lInorms llor llattitudes Ilin
Ilthose llwho Iloperate Ilwithin Ilthem. IlFrench
Icivil llservants, lIfor llinstance, Ilar lle llsaid Ilto
llacquire Ila llparticular llconcern llfor llthe
llpublic Iinter llest Ilby Ilvirtue Ilof Iltheir

Itraining Ilor llthe llethos Ilof litheir llagencies. 11
I1A llsecond Il Ilsuggests llthat lithe lleffects Ilof
Ilan Hinstitution Ilfollow Ilfrom Ilthe llpower Ilit
llconfers llon llparticular Ilactors llthrough lithe
IIformal llsanctions llthat Ilhierar lichy Ilsupplies
llor lithe lir llesources llan Ilinstitution llprovides
IIfor Ilmobilization. IlIndustrial Ilpolicy-makers
lland lltrade Ilunion llleaders llare lloften llsaid
Iito Ilhave Ilsuch Ilforms Ilof llpower. 1A Ilthird
IIframe- Ilwork llconstr llues Ilthe Ilinstitutions
llof Ilithe Ilpolitical lleconomy llas lla lImatrix
llof llsanctions Iland llincentives Ilto Ilwhich Ilthe
llrelevant Ilactors Ilr llespond llsuch Ilthat
IIbehavior llcan llbe Ilpr lledicted Ilmore Ilor
Illess Iautomatically I1fr Ilom lithe llpresence 1l
Ilof lispecific llinstitutions, llas, Ilfor Ilinstance,
llwhen Ilindividuals Ilr llefuse Ilto llpro- llvide
llpublic llgoods Ilin Ilthe llabsence llof llselective
Ilincentives. 1 This llkind Ilof Illogic Ilis lloften
licited 1lto llexplain Ilthe Iwillingness Illof
llencompassing lltrade Ilunions Ilto IImoderate
Ilwages Ilin Hor Ilder llto Ilreduce Hinflation.
Each llof llthese Ilformulations Ilcaptur Iles
Ilimportant llways Ilin Ilwhich llthe Ilinstitutions
Ilof Ilthe Ilpolitical lleconomy llaffect Ileconomic
lIbehavior lland Ilwe limake Iluse Ilof Ilthem.
IIHowever, llwe llthink llthese Ilappr Iloaches
litend I1to IImiss Ior IImodel Iltoo llincompletely
lithe llistrategic Ilinteractions llcentral lito Ilthe
llbehavior  Ilof Ileconomic Ilactors. 1IThe
Ilimportance llof llstrategic Ilinteraction Ilis Ilincr
lleasingly llappreciated Ilby Ileconomists Ilbut
lIstill llneglected Ilin Ilstudies Ilof Ilcomparative
llcapitalism.5 HIf llinteraction llof lthis llsort Ilis
llcentral llto Ileconomic lland llpolitical
Iloutcomes, Ilthe 11 IImost Il Ilimportant 1l
Iinstitutions 11 lldistinguishing 11 llone 11 llpolit-
llical lleconomy IIfrom llanother llwill Ilbe
Ilthose llconditioning Ilsuch Ilinteraction, lland
Iit Iis lthese lithat Ilwe Ilseek Ilto Ilcaptur lle
Ilin Ithis llanalysis. 1IFor Il lithis llpurpose, llwe
llconstrue Ilthe Ilkey llirelationships Ilin llthe
lpolitical Ileconomy Ilin llgame- lltheoretic
literms lland Ilfocus llon lithe Ilkinds Ilof
llinstitutions llthat Ilalter llithe Ilout I1- Ilcomes
llof listrategic Ilinteraction. I1This Illappr lloach
llgenerates Ilan llanalysis llthat Ilfocuses Ilon
llsome llof lithe Ilsame Ilinstitutions llothers
Ilhave Ilidentifi lled llas Ilimpor- Iltant Ilbut
llconstr llues Illthe Ilimpact llof Ilthose
linstitutions Ildif llferently Ilas Ilwell Ilas llone
lithat Ilhighlights llother Ilinstitutions linot Ilyet
llgiven llenough Ilattention Ilin listudies Ilof
llcomparative Ilcapitalism.

By Illocating Ilthe Iifirm llat lithe llcenter llof
lithe llanalysis, Ilwe Ilhope llto Ilbuild llbridges
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IIbetween llbusiness llstudies Iland llcomparative
Ipolitical Il lleconomy 11, Iltwo Ildisciplines Ilthat
llar Ile llall llitoo lloften lldisconnected. 1By
Ilintegrating llgame- Illtheoretical Ilperspectives
llon lithe IIfirm llof lithe llsort Ilthat Ilare lInow
llcentral Ilto  llmicroeconomics Ilinto  llan
Ilanalysis llof lithe IImacroeconomy, Ilwe
Ilattempt lto Ilconnect l1the lInew
IImicroeconomics Ilto Ilimportant Ilissues Ilin
IImacr lloeconomics.
I

(An Hintroduction Ilto lVarieties llof lICapitalism
Peter 11A. 1IHall lland 11David l1Soskice)
1

Technology litransfer liin  lithe liglobal
lieconomy

IlIntroduction Il

Recent Ildecades llare lloften llcharacterized llas
lithe llera llof llglobalization—never llbefore
Ilhas  llsuch lla Iweb  llof Illlinkages
andlinterconnections llexisted, Ilincluding lla
Ilworldwide Ilsystem llof Ilproduction,distribution,
IInew llistructures Iland Ilrelationships 11(Acs lland
[IPreston 111997). lIGlobalization Istimulates
Ilcompetition llworldwide, lIforcing llgovernment
Ito lladopt Ilmarket-oriented llpolicies,both
Idomestically Iland Ilinternationally. ICompetition
Ipressures llproducers Ilto llcontinually 11
innovate, llimprove llquality Iland llcost
Ileffectiveness llof llexisting Ilproducts. 1At lithe
llsame Illtime, [lIfifirms llcan IIno Illonger
Ilacquire IInor llafford Ilall lithe lltechnological
lland Ilhuman liresources llthey llneed. IThis
[linhibits lltheir llability Ilto Ilfoster Ilflflexible
Ilrelationships Hwith llother Ilfifirms, Iland I1most
Ilimportantly, Ilinstitutions, Illike lluniversities.
I1The llresult Ilhas llbeen Ilan Ilincreasing Iltrend
llof Ilresearch llover lithe Illast 1125 llyears
llinvolving  Illtechnology lland  llknowledge
Iltransfers 1lfrom lacademic Ilinstitutions Ilto
llprivate llindustry ll(see lle.g. I1Siegel Iland
IWright 112013 Ilfor lla lreview). 11

A lififirst llwave llof llacademic Ilresearch llon
Iltechnology  lltransfer Iland  llglobalization
IIbegan Ilin lithe 111990s, llafter Iithe Ilcollapse
Iof Ilthe 1IBerlin I1Wall. 11Often Ilexpressed llas
IINorth—South Illtechnology lIltransfer, lltransfers
I1from Ildeveloped lland IlindustrializedInations—
the 1INorth—to Ilunderdevel oped lland llpoor
IInations—the I1South—accelerates Ileconomic,
Ilindustrial lland llsocial lldevelop ment. IINot

lsurprisingly, llattention Ilis llpaid llto Ila
Ildiverse llset Ilof Ildeveloping IInations. 11 They Il
include IInot Ilonly Ilcountries Ilfrom IlAfrica
lland IlLatin 1lAmerica, Ilbut Ilalso Ilindia,
IIChina, llcountries IlIfrom Ilthe llformer I1Soviet
[lUnion, Iland llother Ilformerly Ilcommunistic
lInations. 11The Ilprocess Ilof Ilinternational
Ileconomic llintegration Ilhas llbeen Ilunderway
lIsince llthen, lifacilitated I1by IImore Ilopen 11
economic llpolicies, lltrade llliberalization lland
litechnical lladvances Ilin lltransport Iland
Ilcommunication [l1(Westphal 112002). IIExports
lland Ilforeign Ildirect Ilinvestment [11(FDI)
Ilemerged llas Ilkey lichannels Ilfor Ilinternational
Ilintegration Iland llitechnology lltransfer l1through
lImultinationals 11(Acs Il

and I1Preston 111997). I1Since Ilthen, lithe Ilrapid
llpace llof llglobalization Ilhas lichanged Ilthe
Illandscape llsignifificantly. IlIn Ilparticular, lithe
llemergence lland  lrapid  ligrowth  Illof
lImultinational  1Ififirms  llemanating  llfrom
lIBrazil, IlRussia, Ilindia Ilor I1China II(BRIC)
Ilare IInow llalso Ilinvolved Ilin lthe Ilinterna
tional Ilprocess Ilof Ilproduction lland Ileconomic
Ilintegration. 1IRecent Ilrankings llof Ilthe 11Top
11200 IIfifirms llas llmeasured Ilby lImarket
llvalue Ilreveals llthis Ilimpressive llgrowth.
IIHowever, llnot llall limanufacturing llindustries
llare Illaffected Ilby llglobalization Ilto Ilthe
llsame llextent. [IStudies Illifrom [IOECD
llcountries llshow llthat Ilin Iparticular lImedium
Iland Ilhigh Iltechnology Ilintensive Ilindustries 11
are llmore llinternationalized Ildue llto Ila Illack
llof Ilin-house Ilknowledge 1H(OECD 112007).
IIThis Illeads Ilto Ila lireverse Ilprocess Ilin Ilthe
lltechnology lltransfer Ilprocess. IICurrently,
Ilinternational Ilor Ilglobal Iltechnology lltransfer
Ilis llfocused llon lltransfer Ilof Iltechnologies,
Ilknowledge Iland lloverseas llsubsidization llof
lIfifirms. Ilinstead llof Ilthe Ilformer IINorth—
South Iltransfer 11from Ildeveloped Ilto Ilunder
developed llcountries, Ilthe Ilfocus Ilofltechnology
Iltransfer 1inow Ilis Illess lliconcerned Illabout I1the
Ilacceleration llof lleconomic Ildevelopment Ilor
IIfostering  llthe Iltransition  llprocess Ilof
llunderdevel  oped Ilnations Ilbut Ilon Ilthe
llexploitation Ilof Ilcomparative lladvantages
lwithin llglobal llcompetition. 1IThe llemergence
llof Iinew llglobal Ilplayers Ilin llthe Ilformer
Ilunderdeveloped llcountries lland llthe 11
integration Ilof linew liplayers Ilin Ilthe liglobal
lleconomy llchallenge llexisting llcomparative
lladvantages  Iland  llcompetitiveness  Ilof
llcountries lland llregions IlI(Hoskisson llet llal.
112012). 11302 1ID. 11B. l1Audretsch llet Ilal. Il
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123Technology Iltransfer Ilin  Ila  llglobal
lleconomy 11303 1IA llsecond Illwave Ilof
Ilacademic llresearch Ilis llnow llemerging,
I1focusing llon Iithe llpace lland llscale llof 11
today’s llglobalization, Ilmost lloften llassociated
llwith  Ilvalue Iladded Ilsupply llchains.
IIProduction  llprocesses  llare  llbecoming
Ilincreasingly  llfragmented  llgeographically,
IIfollowing Ilan llinternational Ildivision Ilof
Ilabor. lFirms IIfifind Ilit Iladvantageous Ilto
lloutsource llkey llstages llof Ilproduction Ilto
Ilother llcountries. 1lTechnology lltransfer Ilis
lIstrongly Ilconsidered llon lithe liregional Illevel,
IIfollowing [lPorter’s Ilargument Illthat 11‘‘the
llenduring llcompetitive Iladvantages Ilin lla
llglobal Ileconomy lllie Ilincreasingly Ilin Illocal
[1things—knowledge, Ilrelationships,
Imotivations—that Ildistant Ilrivals 11

cannot llmatch”” ll(Porter 111998, IIp. 1178). 1lAn
llincreasing Ilbody Ilof Illiterature Ilboth
lltheoretically lland 11

empirically Ilhas llsince llemerged llto llanalyze
IThow Ilknowledge Iland llideas llspillover llthat
Illead Il1to lleconomic llgrowth lland Ilwelfare
I1(Dejardin lland HFritsch 112011; I1Audretsch Ilet
llal. 112005, 112006). IlPolicy lIimakers llare
llconcerned llwith Ilsources llof Ilknowledge
lIspillovers lland Ilhow Ilideas llcan llbest Ilbe
Ilcommercialized. IlStarting Ilwith llithe I1Bayle—
Dole I1Act I1of 111980 Ilin I1the 11US, lland llcon
tinued Ilby, Illamong llothers, lithe IIEuropean
IlUnion llwith llthe I1Lisbon-Agenda Ilin 112002,
IImost 1IOECD llcountries llreacted Ilto Ilthese
lInew lichallenges Il(Mowery Iland IlSampat
112005; 11Cosh Iland IlHughes 112010). Ilin
llparticular,  llacademic  Illand llscientifific
[linstitutions Ilare Ilthe llfocus llof Ilpolicy Il
makers Iland Ilbusiness llpractitioners llas llthe
Imain Ildrivers lland Ilsources llof liscientifific
lland Ilhuman Ilknowledge Il(Audretsch llet Ilal.
112005, 112012; I1lColombo llet Ilal. 112010;
IWright llet Ilal. 112008, 112009). 11Given lllarge
Ilinvestments Ilin Iluniversity llresearch, llpolicy
IImakers lland lIfifirm IImanagers linaturally I
seek llgreater llreturns llthrough lispillovers lland
Iltechnology lltransfer I1to llimprove llcompetitive
1|

advantages Ilin lithe Ilglobal llworld. Ilincreasing
Ilinvestment Ilin llscientifific Ilresearch Ilalso
Ilraises llincentives llIfor lluniversities llto
Ilincrease Ilrevenue llby  llcommercializing
lIscientifific ~ lloutput  II(Mowery  112005).
[l1Analyzing Iland llunderstanding lltechnology
Iltransfer I1from llacademic lland 11

scientifific Ilinstitutions Ilinto llmarketable Ilideas
[1thus l1becomes Ilone Ilof I1the IImost Ilimportant

Iltopics Ilin llacademic llresearch. I1Despite llthe
llvariouslland Ilfruitful Ilresearch lldone Ilin llthis
Iltopic, Ilthere Ilis lla llneed llfor Ila Ilbetter
Ilassessment llof Ilthe llrole [llplayed Ilby
Iuniversities lland Ilpolicy Ilin lla llglobal 11
economy lI(Audretsch Ilet Ilal. 112013). 1IThe
llannual Ilconference Illof Ilthe 1lITechnology
I Transfer 11Society lin 112011: 11ITechnology Il
Transfer Ilin lla 1lGlobal IlIEconomy Ilwas
Ildedicated Ilto Iluniting llprofessionals Ilfrom
Ilacademia, llresearch Ilinstitutes Iland llbusiness
llpractitioners. 11A llcollection Ilof llpapers lland
lithoughts llpresented Ilat Ilthis Ilconference Ilis
llsummarized  Ilin  Illthis  [lissue.  [IWhile
lltechnology Iltransfer limay Ilhave llseveral Il
objectives, lldepending Ilon llthe Ilresource, Iluser
llor IImechanism, lithe limain Ilobjective Ilis I1to
llpromote liImovement llof Illfederally Ildeveloped
Ilideas, llknowledge lland Iltechnologies Ilcreated
Ilin llpublic Hinstitutions Ilto lithe IImarketplace
Ifor llcommercialization. 11Within llthis Ilcontext,
lithe llrole Ilof Iluniversities Ilis llintensively
lldiscussed llas lla llprimary llsource Iland
IIfactor Ilwithin Ilthe Iltechnology Il

process. 1IThis llproblem Ilis lithus Iprimarily
Ildedicated Ilto Ilthe Ilrole lithat llgovernment
lland Iuni

versity llinstitutions Ilplay Ilin lishaping llthe
llcommercialization Ilof Ilfederally Ildeveloped
litechnology lland Ilknowledge llwithin lla
llglobal lleconomy. I1The llaim llof llthis llspecial
llissue Ilis 1lto lishrink Illthis llgap, by
llanalyzing lithe Iltechnology Iltransfer Ilprocess
I1from llboth Ila IImacro Iland Ila limicro Il
perspective. [1This llshifts Ilthe llfocus Ilfrom
Ibroad llpolicy lllevels I1(Sect. 112.1), llithrough
l1the llevel llof luniversity-industry
Ilrelationships lland llglobal IInetworks Il(Sect.
112.2) lltowards lithe IImicro Illevel llof |1

single lluniversities I1(Sect. 112.3).

I nmnnn

(Technology lltransfer 1lin Ila llglobal lleconomy
I

David 1IB. llAudretsch Ile lIErik 1IE. llLehmann
I1+ 1IMike 11Wrigh)

Companies Ilin IIEmerging 11Sectors

Emerging lisectors

India Ilis llabout llmore, IImuch Ilmore, lithan
IINT Hand lloutsourcing. I There llare IImyriad
llopportunities llacross llsectors. Ilindia Ilis
llrapidly liscaling Iup llits Ilinfrastructure Ilin
llorder Ilto Illsustain Ilits llgrowth. IlIndia’s
IImanufacturing llsector Ilis Ilalso lldeveloping
llfast, Ilwith llworld-class llcompanies llsuch llas
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[IBharat  IlIForge, IlTata IIMotors, lland
[IMahindra. IlIndia’s Ilhealthcare Ilindustry Hwill
llgrow Ilto llover 11£40 llbillion Ilin llthe lInext
llthree Ilyears. Ilindia llaims Ilto lltrain 11500
IImillion llpeople, Ilwhich llopens llup Ila
IImarket lifor I1British Ilskills llproviders. IIRising
Ilincome Illevels llamong IlIndia’s IImiddle llclass
Ilopens Hup Ilnew llretail Ilopportunities. 11The
llentertainment Iland Illmedia llsector llis
Ilexpected llto llreach 11£17.8 Ilbillion Ilin 112018
II- llcreating Ila [Illucrative Illmarket Ilfor
Iltechnology Ilbusinesses Ilwith lismart I1IP.

Advanced liengineering liand limanufacturing:
The IlIndian I1IGovernment’s 11‘Make Ilin llIndia’
Ilcampaign Ilis Ilperhaps Ilthe llsingle Ilbiggest
Ildevelopment Ilin Ilthe llnew llgovernment’s
lIpolicy IImaking Ilto Ildate, lbringing lla linew
IImind-set 1lin llgovernment, llchanging Ilfocus
llto  lifostering  llinvestment,  Ilinnovation,

llprotecting  llintellectual  llproperty, Iland
Ibuilding Ilbest-in-class IImanufacturing
Ilinfrastructure.

India Ilis lla Illeading llautomotive

IImanufacturer, llwith llsignificant lleffort Ilbeing
Iplaced llon ligreen lltechnology. I1Defence lland
llcivil llaviation Ilis llalso Ilan llarea llof
IImassive llexpansion. IlIndia Ilincreased Ilforeign
lldirect Ilinvestment Illimits Ilin lldefence Iito
1149% Illand Illiberalised Ilthe Illicensing Illof
llprivate  Ildomestic  Ilfirms 1lto  llproduce
Ildefence llequipment IIto Il1boost IImanufacturing
Ilin Ilthe lisector. IIEven Ilcurrent lloffset
llarrangements Ilshould Ilbe Ilseen llas llan
llopportunity  lifor llalliances llby  1HUK
Ilcompanies. IIFrugal lland llother Ilinnovative
IImodels Ilwill Ilincreasingly llcome Ilto Ilthe
[Ifore.

Digital liinnovation:

India Ilhas lithe Ilthird Illargest llinternet Illiterate
Ipopulation Hlin I1the Iworld Iltoday Iland Ilit Ilis
llestimated Ilthat Ilthere Tlwill Ilbe Illover 11500
IImillion Hinternet lusers Ilin Ilindia I1by 112018.
IIHowever, llinternet Ilpenetration Ilin Ilindia Ilis
llcurrently llonly 1119% lland Ilthere Ilis lla
Ilsignificant llopportunity Ilfor llgrowth Ilin
Ilpenetration Iland Illusage Ilbase Ilin Ilindia
llwith llithe 11Government’s IIDigital Ilindia
[initiative.

More Iland Ilmore Ilindian llconsumers Ilare
Iladopting lldigital Iltechnologies Iland llthis
llopens Ilup lla llplethora Ilof llopportunities Ilin
llsectors llsuch llas Ilfinance Iland Ilbanking,
Ilretail, Ilhealthcare Iland Ileducation. I1As llthe

IIDigital Illindia Ilinitiative lltakes Ilshape,
Ildemand Ilfor lltechnology lirelated llservices
llsuch  llas Ilbuilding  Ilthe  llbroadband
Ilinfrastructure; llcreating Ilidentity Ilsolutions,
llpayment llsystems, Ilweb llor IImobile Ilbased
lldelivery llstructures lland llso llon Ilis
llexpected Ilto Ilincrease. Il

Energy:

India Ilis llthe Ilfourth-largest llenergy llconsumer
Ilin Iithe [llworld Iland IlIndia’s llenergy
Ilconsumption llgrew llat 117.1% Ilin 112014-15,
llthe Ilhighest Ilrate Ilof Ilincrease Ilamong
IImajor lleconomies. I1Coal, lloil lland lInatural
llgas llare Ilthe IImost Ilimportant Ilsources Ilof
lprimary llenergy llin Ilindia. I1Following llthe
IIGovernment’s llstated Ilambition Ilto lladd 11175
IHGw llof llcapacity Ilin llithe Ilrenewable llenergy
llsector Ilby 112022, llto llithe llexisting 1136.3
IIGw, llIndia’s llenergy Ilmarket Ilrepresents lla
lrobust lopportunity Ifor HUK llcompanies. 11

Financial, lilegal liand liprofessional liservices:
The llfinancial llservices llsector llhas Ilbeen Ilan
Ilimportant llcontributor Ilto Ilindia’s 1IGDP
llaccounting Ilfor llnearly 116% llshare llin
112014-15. 1IThe [laudit, llconsulting Illand
lladvisory llservices Ilmarket, llincluding llthose
IIfor llprofessional Illservices, Ilin Ilindia Ilis
llpegged Ilat Ilaround II£ 111 Ilbillion, Iland
llgrowing Ilat 1110% Ilannually.

Indian llGovernment Ilis Illiberalising Ilthe
llsector. 1IThe Ilinsurance llLaws 11(Amendment)
I1Act Ilwhich Ilincludes Ila Ilkey Ilprovision
llallowing Ilforeign Ilinvestors Ilto Ilincrease
llstakes Ilin Illocal llinsurers Ilfrom 1126% Ilto
1149% Illwas llpassed Ilin IIMarch, 112015.
IIForeign Ilinvestments Ilare lito llbe llallowed
Ilin [lAlternative Ilinvestment IlIFunds. [1The
lldistinction llbetween lldifferent Illtypes Ilof
Ilinvestment l(i.e. I1Foreign IPortfolio
I1Investments lland IIForeign IIDirect
Ilinvestment) Ilis Ilto Ilbe llreplaced Ilwith
llcomposite  llcaps  llwhich  Ilwill  llcreate
Ilheadroom Iland liflexibility llifor Iloverseas
Ilinvestors. I

Infrastructure:

India Ilis llprojected Ilto llspend lisome
IHUS$1trillion I1by 112020 llon lla llspectrum llof
llinfrastructure llprojects 1l— llroads, Ilports,
lairports, Ilpower Il(including Ilnuclear) lland
llurban llregeneration/rail, Ilnew llcities lland
Iltowns.
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In 11June, 112015 Ilithe IlIndian l1Government
Illaunched Ilthe 11100 lISmart IICity 1IMission
[1(SCM) llalong Ilwith Iltwo Ilother IImajor
IImissions [1Atal IIMission Ilfor IIRejuvenation
lland IUrban Il Transformation I1I(AMRUT) lland
I1Housing Ilfor lall I1by 112022. llIndia’s 11‘Smart
[ICity” Hinitiative Ilis llpart Ilof Ila Illarger lIplan
Ilto lldevelop Ilindustrial Ilcorridors llsuch llas
Ilthe  I1IDelhi-Mumbai  IlIndustrial  lICorridor
II(DMIC), llthe IIChennai-Bangalore Ilindustrial
lICorridor 1I(CBIC) Illand Ilthe IIBangalore-
Mumbai I1IEconomic lICorridor 1I(BMEC). lIMany
Ilindustrial Illand Ilcommercial llcenters llare
Ilexpected I1to llbe llrecreated Ilas 11Smart I1Cities
Ilalong lithese llcorridors.

In 1lSeptember, 112015 Ilthe llgovernment Ilof
I1india Ilannounced Ila Illist lof 1198 llcities I1to
Ilbe lbuilt llas H‘smart llcities’ Ilin llnext 115
Ilyears llallocating Ila Ilbudget llof HE 119.8
lbillion Ilin 112015. 1With lithe llfocus Ilon
Ildeveloping llsmart llcities Iland Ilcompanies
Illooking Ilto  lloffer  Ilvalue-added Iland
lIspecialised llservices llsuch llas Iltechnology
Ilconsulting, IInetworking, IImiddleware, Ilsector-
specific Ilapplications, lland lIsystems
Ilintegration, llthe llinitiative Iloffers Ilimmense
Ilopportunities lfor HUK I1businesses.

Life lisciences liand lihealthcare:

Currently, llon Ilan Ilupward llgrowth llcurve,
lithe Ilindustry Ilis llexpected Ilto lltouch 11£123
lbillion Ilin Ilrevenues Ilby 112018, Ilup lifrom
I1£61 llbillion Ilin 112013, lldemonstrating lla
IICAGR llof 1115% Ilfor 112013-18. IlAn
llincreasingly  llaffluent  Ilpopulation  Ilis
lIspending llon llprivate Ilhealthcare, Iland
IlIndian llpharma Iland Ilbiotech llcompanies Ilare
Ilincreasing  Ilinvestments  lland  llgrowing
[linternationally.

Indian llgovernment llrecently llpermitted IIFDI
llup 1ito 11100% Ilunder lithe llautomatic Ilroute
I1for llmanufacturing llof IImedical lldevices lland
Ilthe  Illiberalisation  Ilof Ilthe Ilinsurance
llindustry Ilin Ilindia Hwill llalso Ilboost
Ilhealthcare Ilinsurance. 11

Retail, lifoods li& lidrink, liand lilogistics:

The IlIndian Ilretail Ilsector Ilis Illikely I1to Ilgrow
llat lla llcompound Ilannual Ilgrowth llrate
II(CAGR) Illof 1113% llto llreach 11£624 llbillion
I1by 112018, llwhile Ilonline liretail Ilis llestimated
[1to llgrow lifour lltimes Ilto llreach 1HUSD 1114.5
lbillion lifor Ilthe llsame |llperiod. 1IThe
Ilexponential Ilgrowth llof Ilonline Ilretail Ilcan
lIbe llattributed Ilto llkey llfactors Ilsuch llas
Ilincreased llinternet llpenetration, llproliferation

Ilof llsmart llphones Iland licredit Ilcards, llvalue-
add liservices llsuch llas ll‘cash-on-delivery’ lland
lImost llimportantly, lla Ildramatic Ilshift Ilin
llconsumer llattitudes Iland I1buying llbehaviour.

India llallows 11100% IIFDI Ilin Ilsingle-brand
lretail lland lup llto 1151% IIFDI Ilin IImulti-
brand llretail, llsubject Ilto Ilcertain llconditions.
11100% 1IFDI Ilis [llpermitted [Ilunder Ilthe
Ilautomatic Ilroute Iifor Ilthe Ilfood llprocessing
llsector Iland llfor  Illwholesale Iltrading
Ibusinesses, llinclusive llof [IB2B lle-commerce.

Online Ilretail Ilis llexpected llto llbe llat Ilpar
llwith Ilthe Ilphysical Ilstores Ilin llthe lInext
lIfive Ilyears |lland IlIndia’s lle-commerce
IImarket Ilis llestimated Ilto Ilreach I1£60 Ilbillion
llby  112019. IWith  llorganised llretail
llpenetration Ilat 1119% llas llof 112014,
llopportunities llexist Ilfor HUK llretailers, I1food
lland Ildrink Ilproducers, lland Illogistics Iland
Ilother Ilassociated Ilservices. Il

Skills liand lieducation:

India’s  Ilyoung Ilpopulation lineeds Ilthe
Ilqualifications Iland Illskills [I1to lldrive Ilthe
lleconomy lldeep Ilinto Ilthe 1121st llcentury.
I1Over llthe llnext Ildecade Ilindia Ilwill Ilhave lla
lIsurplus llmanpower llof 114-5 Illcrore lland
lithere Ilis Ila Ineed Ilto Ilprovide Ilthis llyouthful
lImanpower Ilwith lIskills lland Ilability Ilto
litackle liglobal Iichallenges. 1lIn [1July, 112015,
I1the IlIndian I1Government Illaunched Ilthe 11Skill
Ilindia IlCampaign llwhich Ilincluded Ilthe
I1launch llof Ilthe IINational 11Skill 11Development
IIMission Iland llunveiling llof Ilthe Ilnew
IINational 1lPolicy Ilfor [11Skill 1IDevelopment
lland llEntrepreneurship 112015. IlTargets lland
llstrategies Ilare Ilin llplace Ilto llprovide
Ilvocational llqualifications llto 11500 IImillion,
Iland Ilto llcreate 1140 Imillion linew lluniversity
lplaces. 11Both llby 112022. 11

Sports:

The llsports llsector Ilin Ilindia Ilgrew Ilby 1110%
Ilin 112014 I1to 11£ 11480 IImillion. I1The llgrowth
lland lldevelopment llof lithe Ilindian lisport
Ilindustry Ilis llicreating Ilopportunities Ilin lithe
llareas Ilof lisports Ilequipment lland llgoods,
Ilsportswear, llsports liImanagement lland llsports
Ilengineering Ilprofessionals. 11
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The I1Creative 1ICity: lla Ilmatter llof llvalues
By IIRichard 11Smith lland I1Katie 11Warfield

I1"The IImen Ilof llexperiment Ilare Illike Ilthe
[lant; Ilthey llonly llcollect Iland lluse. 11But llthe
llbee... llgathers Ilits Ilmaterials Ilfrom llthe
IIflowers llof lithe llgarden lland llof lithe lifield,
Ilbut lltransforms Iland Illdigests Ilit Ilby Ila
Ilpower llof Ilits Ilown." llLeonardo llda I1Vinci
Il “Creativity llis lla llpositively Ilsanctioned
ltype llof lldeviance.” 11Jurgen IlFriedrichs

Introduction IlGenerations llof lltheorists llhave
Ildebated Ilthe [ldefinition llof llcreativity.
[1O0riginally lithe Ilact Ilof llcreation, Iland Ilthus
lithe llproduct Ilof licreativity, llwas llrelegated
I1to lithe llcapacities Ilonly Ilof Ildeities. Il1Early
lartists lland llpoets Ildid lInot I1*“create”, llrather
Iartistic Ilpractitioners I1“arranged” llobjects lland
lInotions Ilfrom Illthings Iland Ilideas Ilthat
llalready llexisted Ilin llthe llworld—thanks Ilto
Ilthe llexclusive ll“creative llcapacities” llof Ilthe
llgod(s). ITo Il“make llanew” llwas lla Ildivine
llcapacity. 1IWe Illive Ilin lla lldifferent Iltime,
IThowever, Iland llcreativity IInow lldenotes IInot
I1so lImuch lithe llproduction llof linew Ilworldly
Ilobjects, llbut Ilsimply, Ilan llinnovative llaction.
IICreativity lldescribes Ilboth Ilprocess Iland
llproduct, Iland llas lisuch llvirtually Ilanyone
[1(or lifor llthat IImatter, llany Il“thing”) Ilcan
lInow llbe Il“creative”. IINot llonly llcan llthe
llartist, llthe llpoet, Ilthe llarchitect Ilbe
IlI“creative”— llinnovate, Ilimagine, llingenerate,
Ilor Ilinvent—but Ilso Iltoo Ilcan Ilinanimate
Ilobjects: llcreative Iplaces, llcreative
Ileconomies, llcreative llpolitics Iland llcreative
Ilgovernance. IIThe Ilfoundational Ilqualities llof
[1“creativity” llhave lInot llevolved llover Iltime,
Ibut, Ilas lImentioned, llthe llcreative llsubjects,
lland Ilthus Ilthe Ilpurposes Ilto Ilwhich
llcreativity Ilis llput Ilto Iltask, Ilhave Ilchanged.
ITherefore, Illexploring Ilithe Ilnotion Ilof
I1“creativity”, Ilas llwe llare Ilhere Ilin llthis
llchapter, Ilinvolves Ilframing Ilfirst 11“what Ilis
llcreative?” I1(Here: llcities), Iland Ilthen, Ilwhat
llprinciples llor llvalues Ilare llguiding Ilthe
Ilmandate  Ilof [llcreativity? Il(Here: llthe
Ilreigning Ilvalues Iland llprinciples Ilsurrounding
Ilany Ildiscussion llof llcreativity Ilin I1Canada).
I1ANd llthis Ilis llwhat Iwe Hwill IThere llexplore.
I This Ilpaper llargues Ilthat I1to llunderstand Ilthe
Ilgrowth Ilof lICreative lICities Ilin IICanada, llwe
IImust Ilfirst llexplore llitwo Ildominant Il“value
llorientations” ll(historically Ilembedded Iland
llconflicting Ilbut Ilcontinually Ilpowerful) llthat
llsurround Ilany Ildiscussion llof Il“creative

llventuresl II” Ilin Ilthe lICanadian Ilcontext.
Iinfluenced llat Ilonce llby Ilboth IIBritish lland
I1American llconcepts Ilof llculture, llarts, lland
llcreative Ilindustries, llcreativity, lland Ilthe
llsubsequent  Ildevelopment llof  ll“creative
llcities” Ilin llCanada, lImeet Ilwith Ilconflict
llover Ila lldivide Ilbetween Il“arts Iland
llculture” llvalues lland Il“creative llindustries”
llvalues. 1The Ilfirst llpart Ilof Illthis llpaper,
lithen, Illays llout lltwo Ildiffering Ilconceptual
lldefinitions llof Ithe llcreative llcity. I1According
llto llwhat Ilwe licall Ilthe Illculture-centric
Ilconception Ilof Ilthe Ilcreative llcity, llvalue Ilis
lplaced Ilforemost llon llcreative llacts, Ilwhich
Ibenefit Ilthe Ilwell-being lland Ilquality Ilof
Illife llof llcitizens’; Ilthe lleconomic Ilbenefit
Iland Ilvalue Ilis liplaced llsecondary. [1What Ilwe
Ilhave lltermed lithe Ileconomy-centric
llorientation, Ilon Ilthe [llother Ilhand, Ilsees
Illocal lleconomic lldevelopment Iland llgrowth
llas lprimarily Ilimportant Iland llartistic Ilvalues
llare llplaced llsecondary. 11The llprimary
Ildifference llbetween llthese Iltwo Ilorientations
Ilis Ila lldifference Ilin llunderstandings llof Ilthe
llvalue llof ll“creativity”: Ilis Ilit lHprimarily Ilan
Ilintangible llvalue llof Ilthe llimagination Ilor Ilis
Iit Hprimarily lithe Ileconomic llexchange Ilvalue
Ilof llcreativity? IIA linote lishould llalso Ilbe
IImade llthat llsince llthe Ilcreative llcity 1imodel
Ilis llone lladopted Iprimarily Ilat Ilithe llpolicy
Illevel, llour llbackgrounder lland llcase Illstudy
lIfocus llon llthe Ilurban Ilpolicy Illevel llof
llboth Iltheory lland llpractice. 11And liso, Ilin
lithis Ifirst llsection, llperhaps limore Ilimportant
llthan Ilthis llconceptual Ilframework, Ilis lla
Ilbrief llexplanatory Ilnarrative llthat Ilsituates
llthe llorigins llof llthese lltwo Ilvalue
llorientations llwithin Ilthe llunique Ilcontext Ilof
I1Canada. I1With Ilthis Ilclarified Ilconception Ilof
lithe Iliterm ll“creative llcity” Ilin lICanada, Ilthe
lInext llsection llof lithe Ilpaper llcompiles Ilthe
Ilvarious ll“creative Ilcity llformulae,” lIsuggested
lIby I1Canadian Ilurban llpolicy lltheorists lland
Ilanalysts, Ilas Ilwell Ilas llpracticing Il“creative”
lICanadian llcities2 1. 1lThese Ilformulae—
methods Ilby Ilwhich Ilit I1lis Ilsuggested llthe
llcreative I1Canadian llcity limay Ilbe llfostered—
can llbe llcategorized llbroadly Ilinto Iltwo
Ilcategories: llcreative llgovernance lland lldirect
llsupport  llifor llcreative llventures. 1lTo
llitransform lltheory Ilinto Ilpractice, llithe Illast
llsection Ilof lithis llpaper llconsiders llthe llcase
listudy Ilof IIVVancouver, 1IBritish 1IColumbia.
IIWith Ilthe Ilconceptual liclarification Ilof
Il“creative llcity” Ilin Ilone Ilhand, lland Ilthe
llsimplification Ilof Ilthe llvarious Il“creative
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llcity llformulae” Ilin lithe Ilother, Ilthe llpurpose
[lof lithe llcase Ilstudy Ilof I1VVancouver, Ilis llan
llattempt Ilto lldemonstrate Ilthat Ilin llpractice,
[ICanadian llicities llcontinue Ilto IImuddle
Ithrough I1lthis llconceptual Ildivide Ilbetween
Ilculture llcentric Ilprinciples Iland Ileconomy-
centric llprinciples Iltowards Ilcreativity. [IThe
Ilcase Ilof lIVancouver Ilillustrates llthat Ilwithin
Ilthe llCanadian Ilurban Ilcontext, Ilto Ilfoster
llcreativity—whether  Ilfor  llwellbeing  Ilor
lIprofit—governance, llcitizenry Iland Ilindustry
lIneed Ilto, llithemselves, Illbecome llcreative
Ilagents Ilof lichange. [T HEILTEIETE

1.1 l1Culture-centric I1Orientation |1
Description,  IlIHistory, lland IIMeans Ilto
[1Achieve IlCreative IICity 11

Description:

IIThe Ilculture-centric llorientation Ilsees llthe
llcreative llcity Ilas Ila llplace Ilwith llstrong
IIflourishing Ilarts Iland Ilculture, llcreative Iland
lldiverse  llexpressions, Iland Ilinclusivity,
lartistry lland llimagination. 1lCreativity Ilis
Ilconceived llof Ilas llhaving I1some lirelation Ilto
Ilidentity, Ilrights, Ilbeliefs, Iland Ilgeneral Ilsocial
Iwellbeing. Il

History:

a) Impact Ilof IIHigh-culture IlInfluence
IIThe  Ilroots llof Ilthe Illculture-centric
llorientation llof Ilcreative llcity lloriginate 11from
Ia Illong Ilhistory llof Ilcultural llpolicy Ildebates
Ilin I1Canada llwhere llarts lland Ilculture llhave
llretained Ila llspecial llprotected listatus Ilin
IICanadian llpolitical Ilinstitutions. I1In Ilattempts
Ilto llreplicate I1British llarts Iland llculture Ilin
I[lIAnglophone  IlCanada, llearly IlCanadian
Ipolicy llconceived Ilof: llculture Ilas Ilthat
Hwhich I1 1111

cultivates Ila llcitizen Ilto Ilbecome IImore
llcivilized; Iland Illithe Il“arts” Ilas [lIWestern,
llclassic, llconservative, Iland Iltraditional Il(e.g.:
llopera, llballet, Ilpainting, IImusic, IImuseums,
lletc.). llArts Iland llculture Ilwere Ilprotected
llunder llseparate llnational llpolicies llas llthey
Ilwere Ilconceived llof llas llserving lInoble lland
IInecessary llsocial llaims Ilsuch Ilas lleducation
lland Illthe [llupkeep Illof lithe llcitizenry’s
Ilgeneral llsocial Ilwellbeing. 114 1lArts lland
Ilculture Ilwere I1“high-culture” lland llconsidered
I1to Ilbe Ilbetter Ilthan Ilor IImore llvaluable
Ilthan Illow llculture Ilor llpopular Ilculture Ilor
llexchangeable, lltradable Ilor limarketable
llcultural Ilgoods. IlIn IlCanada, llthis llgeneral
llcritical llattitude Iltowards Ilmarket-oriented
lartistic 11goods Ilcontinues Ilto llperpetuate Ilthe
Ilideology llof lithe Ilculture-centric llorientation

Iltowards Ilarts Iland Ilcultural Ilpolicy Ilin
Ilgeneral lland llcreative llcities Ilin llparticular.

b. [IlImpact Ilof IIDiversity Iland IICultural
lIRights 11

The Ilhistorical Ilimpact Ilof Ildiversity Ilon
IICanadian Ilcultural Ilpolicy llhas llalso lIshaped
llthe Illculture-centric  llorientation  Iltowards
llcreative llcities llby llembedding Ila llsense Ilof
llgovernment  llresponsibility  Iltowards Ilthe
llpreservation lland Ilprotection Ilof Ilarts,
llculture Iland llcreativity. [lUntil Ilithe 111960’s
I1the llearly Ilconservative llconception Ilof llarts
lland llculture lldominated, Ilbut Ilbeginning Ilin
lithe 111950’s lla llnecessary llreality llarrived
llwith llincreased Ilimmigration Ilto llCanadian
llcities. IlCanadian Ilmetropolitan Ilpopulations
llwere llincreasingly Ilethnically Ildiverse lland
lithe llestablished Iland Ilnarrow [1<high-art”
lInature llof IlCanadian llcultural Ilpolicy Ildid
lInot llsufficiently [llconsider Ilthe Ildiverse
llvalues  Himplicit Ilin  Hla  Hmulticultural
llpopulation. 115 [1The lright 1lto Ilcultural Iland
lartistic  llexpression llbecame Iljust llas
Ilimportant Ilas Ilfreedom llof llexpression Iland
Ibelief, Iland lithis llwas IImade Ilexplicit
Ithrough Iltwo llkey lldocuments: lithe IICharter
Ilof lIRights Iland lIFreedoms Ilin 111982 Illwhich
liclearly llunderscored Ilthe liright Ilof llevery
lICanadian llcitizen llto llequal llexpression Iland
llbelief 1lno  Ilmatter Ilgender, llethnicity,
llreligion, Ilor llrace, lland Ilthe IlCanadian
IIMulticultural 1Act Ilpassed Ilin 111985, llwhich
lldeemed I1Canada’s Ilpopulation llas Ilone llof
IImultiplicity Iland Ildiverse llethnic Ilheritage.
IIThe IIDepartment llof IlCanadian |IHeritage
llnow llupholds Ilthe Ilitenets Ilof Ilithe
IIMulticulturalism I1Act Iland llgoverns llat Ilthe
Ilfederal Illevel llover Ilissues Ilof IlI“Canadian
Ilidentity Iland llvalues, Ilcultural Ildevelopment,
Ilheritage Iland llareas Ilof llnatural llor
Ihistorical Ilsignificance Ilto Ilthe llnation.” 116
IIThis Ilhistorical llnarrative Ilillustrates llhow
lithe IlCanadian Illgovernment Ilhas llan
Ilhistorical  Ilresponsibility  Iltowards  llthe
I1“protection Iland llpreservation” llof I1Canadian
llculture, llarts, lland licreative llexpression.
IIFurthermore,  llnot  llonly  lldoes llthis
llembedded llsense Ilof llgovernment
Ilresponsibility Ilcontinue llto Illweave Ilthrough
Ilfederal llcultural llpolicy, Ilbut Ilit llalso
Ilinforms Ilcreative Illcity Ildiscourse lland
llpractice  Ilin  IllCanadian llcities. 1lThe
llpreservationist llattitude lltowards llcertain
Ilaspects llof l1Canadian llculture Ilis Ilillustrated
lithrough Iithe llculture llplan llof IlLondon,
I1Ontario, lland Ilthe llcity’s Ildeep Ilsupport llfor
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I1built 1lheritage. 11“To llreinforce Iland liprotect
[1the Tlunique Ilheritage Ilof l1London, lithe 1ICity
Ilstrengthens llits Ilpolicies lland llcommitment
I1to llprotecting llthe Ilheritage Ilof llour IICity
lland Ilbegins lla llnew llcommitment Ilto
Ilrevitalize llour lpublic lIspaces,
IIneighborhoods, IImain Ilstreets lland
Ilcommunities llas Illvital, llenergetic, llactive
Iland llattractive llpeople-friendly Ilplaces. 117 117
IIAnd liso Ilin llsum, llthere llare Iltwo llkey
litrends Illthat llpermeate Ilthe Ilculture-centric
Ilorientation Iltowards Ilcreative Ilcity: llthe lifirst
Ilrelates I1to Ilthe Ilconception llof Il“creativity”
Iland Ilthe lisecond llrelates llto lland llinfluences
Ilthe I1“means llby llwhich llthe llcreative licity
Ilis llachieved.” IlAccording lito llthe llculture-
centric llorientation, llculture lland llthe Ilarts
llrelate 1lto Ilidentity, llexpression, llculture,
Ibelief, llpurpose, Ildiversity, lleducation, llsocial
Ilinclusion, lland llgeneral Ilsocial llwelfare Iland
Ilwell-being. IIEmbedded Ilin Ilthis Ilis llalso llan
Ilhistorical Ilconception Ilof llarts, llculture Iland
llcreativity Ilas Ilthings 1l“beyond” llor Il“better
[lthan” Ilthe Ilmarketplace. IlIn llturn, lland
llinfluenced Ilby Ilthis Ilconception, Ilculture-
centric llproponents Ilbelieve lithe limeans llby
llwhich Ilto Ilfoster llthe llcreative llcity Ilis
Iprimarily llthrough Ilthe Illactions Ilof Illthe
llgovernment. IlAccording llto Ilthis ligroup,
IIfollowing llthe llhistorical Ilroots, Ilit Ilis lithe
llgovernment’s  llresponsibility Ilto llprovide
IIfunding lifor, lito lldevise llpolicy lito llaid,
lland 1lto [lluse Ilinnovative Ilprocesses I1lto
Ilfoster, llas Ilmuch Ilas Ilpossible, 1lthe ligrowth
Iland lldevelopment Ilof Iithe licreative Ilcity.

1.2 llEcono-centric: IlEconomy, llclusters,
llcultural llindustries Iland lltalent
I1Description, IIHistory, lland IIMeans Illto
[1Achieve IlCreative IICity 11

Description 11

The llsecond Illconception llof Ilthe llcreative
llcity lisees llthe licreative llcity llas Ila liplace
Ildriven Ilby llstrong llinnovative, Ilcreative, lland
Ilcompetitive llcultural Iland llcreative llindustries
Iland lleconomically Ilsustainable llartists lland
llarts llorganizations. IlAccording Ilto llthe
Ilecono-centric Ilconception, llcreativity Ilis lla
IImeans Ilto Ilachieve Ila llforemost llgoal Ilof
Illocal lleconomic Ildevelopment, lland llas
llsuch, llcreative llendeavors Iland Ilventures
Ilhave llsome llquantifiable Ilvalue Ilor IImeasure.
IIThe Illecono-centric Ilorientation Ilin IlCanada
llemerges  lifrom  lla  llslightly  Ilmore
llcontemporary llset lltheories lland llevents
Ilthan lithe llculture-centric Ilorientation Ilwhich

Ilinclude: llcontemporary lltheories Ilabout llthe
II“new lleconomy”, Ilthe llcreative llclass,
llcreative lltalent, Iland [llcreative llclusters.
IIHistory Ila. HImpact llof IINew IIEconomy Ilin
lICanadian IICities IIA llmajor Ilinfluence
llbehind Ilthe ligrowing llrelevance llof Ilthe
Ilecono-centric llconception llof llcreativity Ilis
lithe Ilrise llof Iland lwritings Ilabout Ilthe
Ilknowledge-based I1“new lleconomy,” lland lithe
Ilimportance Ilof lithe llcity-region Il(Bradford
112002; 1IDonald Iland [IMorrow 112003.) IIThe
Ilecono-centric Ilorientation llaims llto Ilquantify
lithe Ilvalue Illof llcreativity Ilin lleconomic
literms, lland llthis Ilrelates Ilto Ilcontemporary
IInarratives llconcerning Ilthe Ilevolution Ilof
IICanadian Illocal Ileconomies Ilfrom lithe 11“old
lleconomy” IlIto Ilthe 1l“new lleconomy”. IlIn
IICanada, Ilthe I1“old lleconomy”, llcharacterized
llby Illarge llcompanies Iland Ilorganizations
llworking Ilmost lloften Ilwithin llresource
Ilindustries Il(fishing, Ilforestry, llagriculture),
llcomprised Ilof Ilbusinesses Ilthat Illocated
lithemselves llbased llon Illow-cost Illand, licheap
Illabor, Iland lla llcost-conscious Ilbusiness
liclimate8 Il. IISince llthe 111980’s, llthe llnew
lleconomy, lldriven Ilby llknowledge-based
Ilindustries llare llchoosing Ilto Illocate licloser
llto lleach llother—choosing Ilto I1“cluster”—as
lithey Illwork Illat Ilithe Illevel Ilof Ilhuman
Ilinteraction Iland llcommunication, llrather llthan
llraw [IImaterial Ilwhich Ilpreviously Illimited
litheir llgeographic Illpositioning. I1In llCanada,
lithe llexpansion llof lithe IInew lleconomy Ilhas
llpositioned llcities llas Ilthe Ilhubs llof licreative
lleconomy  llbusinesses.  Ilin  llthe llnew
lleconomy,  llwhere  llknowledge, Ilideas,
Ilinnovation lland llcreativity llare llnot Ilonly
I1the llprocesses Ilbut Ilalso llthe Ilproducts, lInew
lleconomy Ilbusinesses Ilare Il“prospering llby
Ithousing llspatially llconcentrated, llsmaller
llscale Ilfirms llcooperating llwith Ilone Ilanother
Illand Ilwith llpublic llsector Ilinstitutions lifor
Ilinnovation Ilin IIknowledge-intensive
lIproduction Ilto Ilachieve llglobal

Family 11Business, I1Innovation Iland
l1Globalization

Family-Owned I1Businesses

A lifamily-owned llbusiness IImay Ilbe Ildefined
Ilas llany Ilbusiness Ilin Ilwhich litwo Ilor IImore
lIfamily limembers llare llinvolved lland Ilthe
IImajority Ilof Illownership llor llcontrol Illies
lwithin Ila lfamily. 1IFamily-owned Ilbusinesses
lImay Ilbe lithe Illoldest Illform llof Ilbusiness
llorganization. IIFarms Ilwere llan llearly IlIform
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[lof Ilfamily Ilbusiness Ilin llwhich Ilwhat Ilwe
I1think Ilof Iltoday llas Ilthe llprivate Illife lland
llwork Illife Ilwere Ilintertwined. Ilin llurban
llsettings Ilit llwas llonce llnormal Iifor Ila
lIshopkeeper llor lldoctor lito Illive Ilin llthe
llsame [Ilbuilding Ilin Ilwhich Ilhe llor Ilshe
Ilworked Iland Ifamily IImembers Iloften llhelped
Ilwith I1the Ilbusiness llas lIneeded.

Since llthe llearly 111980s Ilthe Ilacademic llstudy
Ilof lIfamily llbusiness Ilas Ila Ildistinct lland
Ilimportant Ilcategory Ilof llcommerce Ilhas
Ildeveloped. 1 Today Ilfamily Ilowned llbusinesses
Ilare Ilrecognized llas llimportant lland lldynamic
Ilparticipants  Ilin  Ilthe llworld lleconomy.
[1According llto Ilthe 11U.S. I1Bureau llof llthe
[1Census, Ilabout 1190 Ilpercent Ilof llAmerican
Ibusinesses Ilare Ilfamily-owned llor llcontrolled.
lIRanging Ilin  lIsize Ilfrom lltwo-person
lpartnerships I1to IFortune 11500 Iifirms, Ilthese
Ilbusinesses Ilaccount Ilfor Ilhalf Ilof Ilthe
lInation's llemployment Iland Ilhalf llof Ilher
I1Gross IINational 11Product. 11Family Ilbusinesses
lImay Ilhave llsome Iladvantages llover llother
Ibusiness llentities Ilin lltheir Ilfocus Ilon llthe
Illong literm, Iltheir llcommitment lito llquality
I1(which Ilis Iloften Ilassociated llwith Ilthe
[Ifamily llname), lland lltheir llcare Illand
llconcern lifor llemployees. 1IBut Ilfamily
Ilbusinesses llalso llface Ila llunique llset llof
IImanagement llchallenges Ilstemming Ilfrom
lithe lloverlap Ilof Ilfamily lland llbusiness
Ilissues.

Issues liin lifamily libusinesses

A llfamily llbusiness llcan Ilbe Ildescribed Ilas
Ilan Ilinteraction Ilbetween Iltwo llseparate Ilbut
Ilconnected llsystems—the Ilbusiness Iland Ilthe
[1family—with  Iluncertain  Ilboundaries lland
Ildifferent llrules. llGraphically, Ilthis llconcept
llcan llbe llpresented Ilas lltwo Ilintersecting
llcircles. IlFamily Ilbusinesses llmay Ilinclude
IInumerous llcombinations llof  llfamily
[Imembers Ilin Ilvarious llbusiness llroles,
Ilincluding Ilhusbands Iland llwives, Ilparents
lland llchildren, Illextended Ilfamilies, Iland
IImultiple llgenerations Ilplaying llthe liroles llof
Ilstockholders, llboard Illmembers, llworking
llpartners, Iladvisors, lland llemployees.
I1Conflicts lloften llarise Ildue llto Ilthe lloverlap
Ilof lithese liroles. 1IThe Ilways Ilin Ilwhich
Ilindividuals lltypically llcommunicate Ilwithin Ila
[family, lifor Ilexample, llmay  llbe
Ilinappropriate  Ilin  llbusiness llsituations.
I1Likewise, llpersonal Ilconcerns llor Ilrivalries
IImay llcarry Ilover Ilinto Illthe llwork llplace llto

lithe Ildetriment Ilof Ilthe IIfirm. I1in llorder llto
llsucceed, Ila Ilfamily llbusiness IlImust Ilkeep
Illines Ilof llcommunication Ilopen, IImake lluse
Ilof llstrategic llplanning lltools, lland Ilengage
Ilthe Illassistance Ilof lloutside Iladvisors llas
lIneeded.

Family Ilversus lINon-family IIEmployees

There Ilare Ila Iinumber llof llcommon Ilissues
Ilthat I1most Ilfamily Ilbusinesses Ilface Ilat llone
litime Ilor Ilanother. llAttracting lland Ilretaining
lInon-family Ilemployees lican lIlbe Ilproblematic
Ilbecause llsuch Ilemployees IImay IIfind Ilit
Idifficult llto Ildeal llwith lIfamily liconflicts llon
lithe  lljob, Illimited Ilopportunities  lifor
Iladvancement, Iland Iithe Ilspecial Iltreatment
Ilsometimes Ilaccorded llfamily limembers. Ilin
Iladdition, llsome Ilifamily lImembers IlImay
llresent Iloutsiders Ilbeing llbrought Ilinto Ilthe
lifirm  Hand llpurposely Ilmake llthings
llunpleasant Ilfor lInon-family Ilemployees. 11But
lloutsiders llcan llprovide lla listabilizing Illforce
Ilin lla Hfamily llbusiness Ilby lloffering Ila lifair
lland Ilimpartial llperspective llon Ilbusiness
Ilissues. IIFamily Ilbusiness Illeaders llcan
llconduct llexit Ilinterviews Ilwith lldeparting
IInon-family llemployees Ilto Ildetermine Ilthe
llcause Ilof Ilturnover lland lldevelop Ila llcourse
llof Ilaction llto liprevent Ilit.

Employment l1Qualifications

Many Ilfamily llbusinesses Ilalso Ilhave Iltrouble
lldetermining Ilguidelines Iland llqualifications
IIfor lifamily limembers Ilhoping I1to Ilparticipate
Ilin lithe llbusiness. 11ISome Ilcompanies lltry Ilto
Ilimit Ilthe llparticipation llof llpeople Ilwith
llcertain Ilrelationships I1to llithe Ilfamily, llsuch
llas Ilin-laws, Ilin Horder Ilto lIminimize llthe
Ipotential lifor Ilconflicts. 11Family llbusinesses
lloften llface llpressure llto Ilhire llrelatives llor
llclose Ilfriends llwho limay Illack Ilthe Iltalent
lor liskill 1lto llmake Ila lluseful llcontribution
I1to lithe Ilbusiness. 110nce Ilhired, llsuch lipeople
llcan Ilbe Ildifficult llto lifire, lleven Ilif llthey
llcost llthe Ilcompany IImoney llor Ilreduce Ilthe
lImotivation  llof llother llemployees Ilby
llexhibiting 1la Illpoor llattitude. I1IA llstrict
llpolicy Ilof llonly Ilhiring Illpeople Ilwith
Illegitimate Ilqualifications Ilto IIfill llexisting
llopenings llcan llhelp Ila licompany llavoid
l1such Ilproblems, llbut Ilonly Ilif lithe llpolicy
Ilis Iapplied Ilwithout llexception. If lla
llcompany llis llforced Ilto Ilhire Ila Illess-than-
desirable  llemployee, llanalysts  llsuggest
llproviding llspecial lltraining Ilto Ildevelop lla
luseful lltalent, Ilenlisting Iithe llhelp llof lla
lInon-family llemployee Ilin lltraining lland
llsupervising, lland llassigning llspecial llprojects
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[1that Ilminimize lInegative llcontact Ilwith Ilother
llemployees.

Salaries Iland I1Compensation

Another llchallenge Ilfrequently llencountered
by lIfamily llbusinesses Ilinvolves llpaying
llsalaries 1lto Iland lldividing lithe Ilprofits
llamong lithe IlIfamily  IImembers llwho
llparticipate Ilin lithe IIfirm. Ilin llorder Ilto
Ilgrow, lla Ilsmall Ilbusiness IImust Ilbe Ilable llto
lluse Ila lirelatively Illarge llpercentage Ilof
lprofits Ilfor llexpansion. [IBut llsome Ilfamily
Ilmembers, llespecially Ilthose Ilwho llare
llowners Illbut IInot Ilemployees Ilof Illthe
llcompany, Ilmay linot Ilsee Ilthe Ilvalue Ilof
Ilexpenditures llthat Ilreduce Ilthe Ilamount Ilof
Ilcurrent lldividends lithey llreceive. I1This Ilis Ila
llsource Ilof llconflict Ilfor Illmany Ilfamily
IIfirms Iland Ilan lladded Illevel Ilof Ildifficulty
Ilin lImaking Ilthe llnecessary Ilinvestments Ilinto
Ithe Ilbusiness Ilfor llcontinued llsuccess. 11To
llensure llthat llsalaries Ilare lldistributed Ilfairly
Ilamong lIfamily lland IInon-family llemployees,
I1business Illeaders lishould Ilmatch Ilthem llto
llindustry  Ilguidelines  Ilfor  Ileach  Iljob
Ildescription. IWhen Iladditional llcompensation
Ilis Ilneeded Ilto Ilreward llcertain llemployees
IIfor litheir Ilcontributions Ilto lithe Ilcompany,
I1fringe Ilbenefits Ilor Ilequity Ildistributions Ilcan
I1be llused.

Succession

Another Ilimportant Ilissue llrelating I1to Ilfamily
Ilbusinesses Ilis llsuccession—determining Ilwho
lwill  Iltake  llover Illeadership  lland/or
Ilownership Ilof llthe Illcompany Ilwhen Ilthe
llcurrent llgeneration liretires Ilor lldies. 11 The
Ilkey Illto llavoiding llconflicts Ilabout llwho
lwill Iltake Ilover Ila llbusiness llis Ilhaving lla
Ilwell-defined Ilplan Ilin liplace. 1A Ilfamily
Ilretreat, Ilor lla IImeeting Ilon lIneutral Ilground
Ilwithout Ildistractions llor llinterruptions, Ilcan
IIbe llan llideal lisetting Ilto llopen lldiscussions
llon Ilfamily llgoals Iland Ilfuture llplans, Ilthe
IItiming llof llexpected lltransitions, lland llthe
Ilpreparation llof llthe Ilcurrent llgeneration Ilfor
lIstepping Ildown lland lithe llfuture llgeneration
IIfor litaking Ilover. 1IWhen llsuccession llis
Ilpostponed, llolder llrelatives llwho llremain
llinvolved Ilin Ilthe lfamily lfirm limay
Ildevelop lla llpreference Ilfor limaintaining Ilthe
llstatus llquo. 1IThese llpeople Ilmay Ilresist
llchange lland llrefuse llto lltake Ilrisks, lleven
llthough llsuch Ilan llattitude Ilcan Ilinhibit
llbusiness llgrowth. [1The Ilbusiness Illeaders
lIshould litake llsteps Ilto lligradually Ilremove
llthese llrelatives llfrom lithe Ildaily lloperations
llof lithe IIfirm, Ilincluding llencouraging lithem

Ilto llbecome llinvolved Ilin lloutside llactivities,
llarranging Ilfor lithem Ilto lisell lisome Ilof
lltheir listock Ilor llconvert Ilit lito llpreferred
llshares, llor Ilpossibly llrestructuring llthe
llcompany llto lldilute Iltheir linfluence.

Family Ilbusiness Illeaders llcan lltake lla
lInumber llof llsteps Ilin Ilorder llto llavoid
llbecoming Ilcaught llup Ilin lithese llcommon
llpitfalls. I1lHaving Ila liclear llstatement Ilof
llgoals, llan llorganized Illplan Ilto llaccomplish
lithe |llgoals, lla lldefined Ilhierarchy Ilfor
Ildecision-making, Ilan llestablished liplan Ilfor
llsuccession,  lland  listrong  Illines  llof
Ilcommunication lwill Ilhelp I1to liprevent limany
llpossible llproblems Ilfrom llarising. Al
I1family lImembers Ilinvolved Ilin llthe Ilbusiness
lImust Ilunderstand Ilthat Iltheir Ilrights lland
llresponsibilities Ilare Ildifferent Ilat Ilhome Iland
llat Ilwork. HHWhile IlIfamily llrelationships Iland
llgoals lltake Ilprecedence llat Ilhome, Ilthe
llsuccess Ilof Ilthe Ilbusiness Ilcomes llfirst llat
lwork.

When Ilemotion Ilintrudes  Ilupon  llwork
Irelationships, Ilsomething llthat Ilhappens Ilin
lall Ilbusinesses Ilfrom Iltime Ilto lltime, lland
llthe Ilinevitable llconflicts Ilbetween Ilfamily
IImembers llarise, Ilthe llmanager IImust
llintervene lland Ilmake Ilthe Ilobjective
lldecisions  lInecessary llto llprotect Illthe
llinterests Ilof lithe lIfirm. 1IRather Ilthan lltaking
llsides Ilin Ila Ildispute, Ilthe IImanager lIimust
limake Ilit liclear llto llall llemployees llthat
llpersonal Ildisagreements llwill IInot llbe
Ilallowed Ilito Ilinterfere Ilwith Ilwork. [1This
llapproach llshould Ildiscourage llemployees
IIfrom lljockeying Ilfor Ilposition Ilor llplaying
Ipolitics. 11The Ilbusiness llleader IImay llalso
IIfind 1lit Huseful I1to Ilhave Ilregular lImeetings
lwith Ilfamily IImembers, lland lito llput Ilall
lbusiness Ilagreements lland Ilpolicy Ilguidelines
Ilin Hwriting.

The liplanning liprocess

Strategic llplanning—centering llaround Ilboth
llbusiness lland Ilfamily llgoals—is llvital llto
llsuccessful lifamily Ilbusinesses. IlIn llfact,
lIplanning limay llbe limore llcrucial 1lto llfamily
Ilbusinesses llthan Ilto llother Illtypes Ilof
llbusiness llentities, Ilbecause Ilin lImany llcases
Ilfamilies Ilhave lla IImajority Ilof lltheir Ilassets
litied Hup Ilin Ilthe Ilbusiness. 1ISince IImuch
llconflict Ilarises Ildue Ilto Ila Ildisparity
lIbetween Ilfamily lland Ilbusiness llgoals,
lIplanning Ilis llrequired Ilto llalign lithese llgoals
lland lliformulate lla llstrategy Ilfor llreaching
lithem. 1IThe Ilideal Ilplan Hwill lallow Ilthe
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Ilcompany llto llbalance Ilifamily Iland Ilbusiness
IIneeds Ilto Ileveryone's lladvantage.

Family I1Planning

In lfamily llplanning, llall linterested IImembers
Ilof I1the I1family liget lltogether Ilto lldevelop Ila
IImission listatement Ilthat Ildescribes Ilwhy
Iithey llare llcommitted Ilto lithe Ilbusiness. IlIn
Ilallowing Ilfamily IImembers Ilto lishare lltheir
llgoals, lIneeds, Ilpriorities, lIstrengths,
Ilweaknesses, Iland llability 1lto llcontribute,
I1family Ilplanning Ilhelps licreate lla Ilunified
[lvision Ilof Ilthe llcompany llthat llwill Ilguide
I1future lldealings.

A llspecial IImeeting llcalled Ila llfamily Ilretreat
llor Ilfamily llcouncil Ilcan Ilguide llthe
I[lcommunication Ilprocess Iland llencourage
Ilinvolvement Ilby Ilproviding Ilfamily IImembers
llwith lla llvenue Il1to llvoice lltheir llopinions
Iland liplan Iifor lithe Hfuture Ilin lla llstructured
llway. 1By llparticipating Ilin lithe Ilfamily
llretreat, llchildren [Ilcan Illgain Ila llbetter
llunderstanding llof Ilthe llopportunities Ilin lithe
Ibusiness, Illearn llabout IImanaging Ilresources,
Iland Ilinherit llvalues Iland Iltraditions. 111t llalso
Ilprovides llan llopportunity Ilfor llconflicts Ilto
Ibe lldiscussed Iland llsettled. I1Topics Ilbrought
[1to I1family Ilcouncils llcan Ilinclude: Ilrules Ilfor
Ijoining Ilthe llbusiness, lltreatment Ilof Ifamily
IImembers llworking Iland lInot Illworking Ilin
I1the Ilbusiness, Ilrole llof Ilin-laws, Ilevaluations
lland llpay llscales, llstock llownership, llways
IIto llprovide llfinancial llsecurity Ilfor lithe
Ilsenior llgeneration, lltraining Iland
Ildevelopment llof llthe Iljunior llgeneration, lithe
llcompany's Ilimage Ilin Illthe llcommunity,
Iphilanthropy,  Ilopportunities  Ilfor  Ilnew
Ibusinesses, lland Ildiverse Ilinterests Ilamong
[Ifamily llmembers. IlLeadership llof llthe
[1family llcouncil llcan Ilbe llon lla llrotating
llbasis, Ilor Illan lloutside Ilfamily Ilbusiness
Ilconsultant Ilmay llbe Ilhired Ilas lla Illfacilitator.
Business I1Planning

Business Ilplanning Ilbegins llwith Ilthe Illong-
term llgoals lland Ilobjectives Ilthe I[lfamily
Itholds Ilfor llthemselves Iland Ilifor Ilthe
Ilbusiness. 1IThe Illbusiness Illeaders llthen
Ilintegrate llthese llgoals Ilinto Ilthe Ilbusiness
lIstrategy. Iin I1business IIplanning,
IImanagement Ilanalyzes llthe Ilstrengths lland
Ilweaknesses Ilof llithe Ilcompany Ilin llrelation
llto  Hits  llenvironment, llincluding  1lits
llorganizational  listructure, llculture, lland
llresources. 1IThe linext llstage Ilinvolves
Ilidentifying llopportunities Ilfor llithe Ilcompany
Ilto [llpursue, llgiven Illits listrengths, lland

lithreats Ilfor lithe Ilcompany Ilto IImanage,
llgiven llits  Ilweaknesses. lIFinally, llthe
lIplanning llprocess llconcludes Ilwith Illthe
llcreation llof lla llmission llstatement, lla llset
Ilof Ilobjectives, Iland Ila llset Ilof llgeneral
lIstrategies Iland llspecific llaction listeps Ilto
IImeet Ilthe llobjectives Iland llsupport Ilthe
IImission. 1 This Ilprocess Ilis Iloften Iloverseen
llby Ila llboard Ilof Ildirectors, Ilan lladvisory
llboard, Ilor llprofessional Iladvisors.

Succession I1Planning

Succession llplanning Ilinvolves Ildeciding llwho
Hwill 1llead lithe llcompany Ilin Illthe lInext
Ilgeneration. IlUnfortunately, Illess lithan llone-
third Ilof Ilfamily-owned Ilbusinesses llsurvive
lithe lltransition Ilfrom lithe Ilfirst llgeneration
llof Hownership 1lto lithe llsecond, Iland Ilonly
1113 lipercent Ilof Ilfamily Ilbusinesses llremain
Ilin lithe I1family Ilover 1160 Ilyears. IIProblems
IImaking llthe Iltransition Ilcan Hoccur lifor Iany
lInumber Ilof Ilreasons: 111) Iithe Ilbusiness llwas
IIno Illonger llviable; 112) lithe lInext llgeneration
Idid IInot llwish llto llcontinue llthe llbusiness,
llor 113) lithe Illnew Illeadership Ilwas Ilnot
llprepared Ilfor Illithe Ilburden Ilof Ilfull
lloperational Ilcontrol. IlLack llof llplanning,
Ilhowever, llis 1lby Ilfar llithe IImost llcommon
llunderlying llreason lifor Ila llcompany llto llfail
Ilin llthe llgenerational Iltransition. 1At llany
llgiven Iltime, Ha [1Ifull 1140 [llpercent llof
IIAmerican IIfirms llare llfacing Ilthe llsuccession
Ilissue, Ilyet llrelatively Ilfew IImake Ilsuccession
lIplans. 11Business Ilowners IImay llbe Ilreluctant
lIto liface llthe Ilissue llbecause Ilthey lldo lInot
llwant llito llrelinquish Ilcontrol, Ilfeel Illtheir
llsuccessor Ilis llnot llready, Ilhave Ilfew
Ilinterests lloutside Ilthe Ilbusiness, llor lwish Ilto
IImaintain lithe llsense llof Ilidentity Ilthey Ilhave
IIfor llso lllong Ilgotten IIfrom Iltheir lwork.

But Ilit 1lis [llvital lithat Ilthe llsuccession
llprocess llbe llcarefully llplanned llbefore Ilit
Ilbecomes llnecessary Ildue Ilto llthe llowner's
lillness Ilor lIldeath. IlFamily Ilbusinesses llare
Iladvised Ilto lifollow lla Ilfive-stage Ilprocess
Ilin llplanning Ilfor llsuccession: Ilinitiation,
lIselection, lleducation, Ilfinance Ilpreparation,
lland lltransition.

° In Ilthe Ilinitiation llphase, Ilpossible
llsuccessors llare Ilintroduced Ilto Illthe
Ilbusiness lland llguided Ilthrough lla
llvariety llof llwork llexperiences Ilof
Ilincreasing Ilresponsibility.

° In lithe Illselection llphase, lla
llsuccessor Ilis llchosen lland Ila llschedule
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Ilis Ildeveloped Ilfor Ilthe Illtransition.
I1Analysts Ilalmost lHunanimously
Ilrecommend llthat llthe llsuccessor llbe lla
lIsingle llindividual Iland Ilnot Ila Ilgroup Ilof
lIsiblings llor Ilcousins. 11To llsome lldegree,
Ilby llselecting lIla llgroup, llthe llexisting
Illeadership Ilis Ilmerely Ilpostponing Ilthe
Ildecision llor Illeaving Ilit Ilto Ilthe lInext
llgeneration Ilto llsort llout.

° During Ilthe lleducation llphase, Ilthe
Ilbusiness llowner llgradually Ilhands llover
l1the Ilreigns l1to lthe Ilsuccessor, llone Iltask
Ilat Ila Iltime, 1lso lithat I1he llor lishe lImay
Illearn  Ilthe llrequirements llof llthe
llposition.

° Finance lIpreparation llinvolves
llmaking Ilarrangements llso Ilthat Ilthe
lldeparting  Ilmanagement llteam llcan
lwithdraw Ilfunds Ilenough Ilto llretire. 11 The
IImore Iltime Ilis Ilused Ilin Ilpreparing llfor
lithe Ilfinancial Himplications llof Ilthis
lltransition llthe Ilmore Illikely Ila Ilbusiness
Hwill  1lbe Illable [Ilto [llavoid Ilbeing
Ilburdened Ilin Ilthe Ilprocess.

° In llthe Iltransition llphase, Ilthe
Ilbusiness llchanges Ilhands—the Ilbusiness
Illowner llremoves Ilhimself llor Ilherself
IIfrom Ilthe Ildaily lloperations llof Ilthe
lfirm. HThis Ilfinal llstage llcan Ilbe llthe
IImost Ildifficult, llas Ilmany llentrepreneurs
llexperience llgreat Ildifficulty Ilin Illetting
llgo llof Ilthe Ilfamily Ilbusiness. 111t I1helps
llwhen llthe Ilbusiness llowner Illestablishes
lloutside Ilinterests, llcreates Ila Ilsound
Ilfinancial llbase Ilfor llretirement, Iland
llgains llconfidence Ilin Ilthe llabilities Ilof
l1the Ilsuccessor.

Estate IIPlanning

Estate Ilplanning Ilinvolves lithe Ilfinancial lland
Iltax llaspects llof lltransferring Ilownership Ilof
llthe llfamily Ilbusiness Ilto Ilithe lInext
llgeneration.  IlFamilies llmust llplan lito
IIminimize Iltheir Iltax llburden Ilat lithe Iltime
Ilof Iithe Illowner's Ildeath llso Ilthat Ilthe
Ilresources llcan llstay llwithin lithe Ilcompany
lland Ilthe IllIfamily. IlUnfortunately, llitax Illaws
Iltoday llprovide Ildisincentives Ilfor Ilfamilies
llwishing Ilto llcontinue llthe Ilbusiness. lIHeirs
llare lltaxed llupon lithe Illvalue Ilof lithe
Ibusiness llat Ila Ilhigh llrate Ilwhen llownership
Ilis lltransferred. 11Due llto llits llcomplexity,
llestate Ilplanning Ilis linormally Ilhandled llby
Ila liteam Ilof llprofessional Iladvisors llwho
Ilinclude Ila Illawyer, llaccountant, llfinancial
lIplanner, llinsurance llagent, Iland llperhaps lla

IIfamily Ilbusiness Ilconsultant. 11An llestate
lIplan lishould Ilbe llestablished llas Ilsoon llas
I1the llbusiness llbecomes Ilsuccessful 1land llthen
llupdated  llas  Ilbusiness  llor  llfamily
llcircumstances Ilchange.

One lltechnique Ilavailable I1to lfamily Ilbusiness
llowners Ilin llplanning lltheir llestate Ilis
Ilknown llas I1"estate Ilfreeze.”" I1This lltechnique
llenables Ilthe Ilbusiness llowner Ilto 11"freeze"
lithe Illvalue Ilof Ilithe Ilbusiness Ilat lla
llparticular Ilpoint Ilin Iltime Ilby Illcreating
llpreferred  listock, llwhich  lldoes Ilnot
llappreciate 1lin llvalue, lland lithen Iltransferring
lithe Tlcommon listock I1to I1his Ior llher Ilheirs.
I1Since llthe lImajority llof Ilshares Ilin Ilthe
IIfirm  llare llpreferred Iland Ildo lInot
llappreciate, llestate Iltaxes Ilare Illreduced. 11The
Ilheirs Ilare llrequired Ilto llpay Ilgift lltaxes,
Ilhowever, llwhen lithe Ilpreferred llstock Ilis
lltransferred I1to I1them.

A llvariety llof lltools Ilare Ilavailable Ilthat llcan
Ilhelp Ila llbusiness llowner Ildefer Ilthe Iltransfer
lltaxes Ilassociated Ilwith Ilhanding Ildown lla
IIfamily Ilbusiness. 1A llbasic Ilwill lloutlines
lithe  llowner's llwishes llregarding llthe
Idistribution llof llproperty llupon llhis Ilor Ilher
Ildeath. 1IA Illiving lltrust llcreates Ila lltrustee
lIto Ilmanage llthe Ilowner's Ilproperty Ilnot
licovered Ilby Iithe Iwill, I1for llexample Ilduring
I1a Illong Ilillness. 1A lImarital Ildeduction Iltrust
llpasses llproperty llalong Ilto lla llsurviving
lispouse Ilin Illithe llevent Ilof lithe Ilowner's
Ildeath, Iland IIno litaxes llare Ilowed lluntil I1the
lIspouse Ildies. It Ilis Ilalso Ilpossible 11to Ilpay
llthe llestate Iltaxes llassociated llwith Ilthe
ltransfer llof lla Ilfamily Ilbusiness llon llan
Ilinstallment Ilbasis, I1so Ilthat lIno lltaxes llare
Ilowed lIfor IIfive Ilyears lland llthe Ilremainder
llare llpaid Ilin Hannual Ilinstallments Ilover lla
Ilten-year llperiod. 11Other Iltechniques llexist
lithat Ilallow Ilbusiness Illowners Ilto llexclude
lIsome Ilor llall llof Iltheir llassets IIfrom llestate
lltaxes, Ilincluding lla Iunified Ilcredit/exemption
lltrust, lla lldynamic Iltrust, Iland Ilan llannual
llexclusion llgift. 1ISince Illaws lichange
IIfrequently, llretaining Illegal llassistance Ilis
Ithighly Iladvisable.

Assistance liin liplanning

A llprofessional llfamily Ilbusiness Ilconsultant
llcan Ilbe Ila lltremendous llasset Illwhen
llconfronting lIplanning Ilissues. 1IThe
llconsultant Ilis lla llneutral llparty llwho Ilcan
lIstabilize Ilthe Ilemotional Ilforces llwithin Ilthe
lIfamily lland llbring Ilithe Illexpertise Ilof
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llworking llwith Ilnumerous Ilfamilies llacross
I[Imany Ilindustries. 1IMost Ilfamilies Ilbelieve
[1theirs Ilis Ilthe Ilonly Ilcompany lIfacing llthese
Idifficult Ilissues, lland Ila llfamily Ilbusiness
Ilconsultant llbrings lla llrefreshing llperspective.
IlIn  Haddition, llithe lifamily  Ilbusiness
Ilconsultant llcan llestablish Ila IIfamily llcouncil
Iland lladvisory Ilboard Iland llserve llas lla
IIfacilitator Ilto llthose Iltwo Ilgroups.

Advisory llboards llcan Ilbe Ilestablished Ilto
lladvise Ilthe llcompany's llpresident Ilor Ilboard
Ilof Ildirectors. 1IThese Ilboards Ilconsist Ilof
IIfive Ilto Ilnine Ilnon-family limembers llwho
IImeet Ilregularly lito llprovide lladvice lland
Ildirection llto llithe Ilcompany. 1 They Iltoo llican
Iltake Ilthe llemotions llout llof Ilthe Ilplanning
Ilprocess lland Ilprovide Ilobjective Ilinput.
IIAdvisory Illboard Ilmembers llshould Ilhave
Ilbusiness Illexperience lland llbe llcapable Ilof
I1helping llithe Ilbusiness Ilto llget Ilto lithe IInext
Illevel llof llgrowth. IlIn IImost llcases, llthe
lladvisory llboard Ilis llcompensated Ilin llsome
IImanner.

As llthe Ilfamily llbusiness llgrows, lithe lIfamily
Ibusiness llconsultant IImay llsuggest lldifferent
Iloptions IIfor lithe IlIfamily. I10ften llprofessional
IInon-family Ilmanagers llor llan lloutside 1ICEO
llare Ilrecruited Ilto llplay lla llrole Ilin llthe
IIfuture Ilgrowth Ilof Ilthe Ilbusiness. 1Some
IIfamilies llsimply llretain llownership Ilof lithe
Ilbusiness lland Ilallow Ilit llto Iloperate llwith
IIfew llor 1Ino lifamily lImembers Ilinvolved.

The lifuture liof lifamily libusinesses

As IITracy IlIPermian llexplains Ilin Ilher
[1Business 1IWeek llarticle Illentitled 11"Taking
lithe [lPulse Ilof IlIFamily [1Business," Iltwo
Ilbroad lltrends Ilare llvisible Ilin lithe llrealm
llof  lifamily llbusiness Ilas llwe liget
Ilcomfortable Ilin Ilthe 1121st 1Century. IIFirst,
I1the Ilaging llof Ilthe Ilbaby Ilboom llgeneration
lIsignals lla llcoming llownership Ilchange llfor
I[Imany IIfamily Ilbusinesses Ilwithin llthe llnext
llten llyears. 11Second, IImore lland IImore Ilof
Ilthese Ilbusinesses Hlwill llbe Iltaken Ilover llby
llwomen, llcontinuing Ila Iltrend lithat Ilhas
Ilbeen llvisible llsince Ilithe Ilturn llof llthe
llcentury. IIPermian llgoes Ilon llto Ilhighlight
llsome llstatistics Ilabout [Ilwomen Ilowned
IIfamily Ilbusinesses Ilthat Ilmakes Ilthis Iltrend
Iltowards llfemale Ilownership llseem llquite
llpositive. 1IRecent Illstudies Ilhave llshown,
[IPermian llexplains, Ilthat 11"women-owned
Ibusinesses Ilwere limore Illikely I1to llfocus Ilon
llsuccession llplanning, Ilhave lla 1140 llpercent

Illower llrate [lof [lfamily-member [lattrition,
litend Ilto Ilbe llmore llifiscally llconservative,
lland llcarry llless Ildebt Ilthan IImale-owned
I1businesses.”

Some Ilfamily-owned llbusinesses llare Ilfinding
lithat Ilit Ilis 1lno Illonger Ilassumed Ilthat
lchildren Twill Ilwish Ilto Iltake llover lla
IIfamily llbusiness. IlIf Ilthe Ilfounders llof lla
IIfirm Hwish Ilto Ilkeep Ilit Ilin llthe Ilfamily's
Ilhands, llthey lishould Ilbe Ilsure Ilto Iltake
llproactive Ilmeasures Ilto llattract Ilfuture
Ilgenerations llto llthe l1business.

° Expose Ilfamily IImembers Ilto llall
llaspects llof [Ilthe [Ilbusiness, Ilincluding
llemployees, [llcustomers, llproducts, lland
llservices.

° Define Ilthe Ilbusiness's Ilattractive
llqualities 1lin llterms Ilthat Tlwill Ilappeal
I1to l1the Illistener.

° Recognize Ilthose Ilfactors Ilthat
Ilhave Ilthe llpotential 11to Ildissuade Ilfamily
IImembers Ilfrom llstaying Ilinvolved I1lin
I1the llbusiness. 11 These Ilfactors llcan Ilrange
lIfrom llpersonal llinterests Ilthat Illie Ilin
llother llareas Ilto llconflicts Ilwith llother
IIfamily Ilmembers.

° Reward Ilfamily Ilmembers llwho
lldecide Ilto Iljoin llor listay llwith Illthe
IIfamily llbusiness. 11The I1'price’ Ilsuccessors
llpay llto Iljoin lland lloperate lla Ilfamily
Ilbusiness Ilmay Ilinclude Ilgiving llup
llcareer lloptions Ilthat Ilthey Ilfind
IIfinancially Iland llpersonally llattractive. 111t
IImay llseem llto lla Ilnew Ilfamily IImember
llcoming llinto Ila Ilfamily llbusiness Ilthat
Ithe Ilor llishe Ilis llsuffering lla llloss llof
llprivacy. llConflicts IImay llarise Ilbetween
llparent lland llchild  llwhen Iltheir
IImanagement llstyles Ilconflict. 11A Ilbusiness
llmay Ilmake llcompromises—such llas
Ilmaking Ilit Ilpossible Ilfor llthe llsuccessor
lito llspend Ilmore Iltime llwith Ilhis Ilor
Ither [llfamily Ilor Ilhiring llan Ilinterim
lisenior Ilmanager |Ilto Ilbuffer llconflicts
IIbetween llparent Iland lichild. 11But Ilthe
llcompany's Il'cost’ lland llthe Ilsuccessor's
II'price’ lImust Ilbe Ilaffordable Ilto I1both.

° Give llfamily llmembers lloutlets Ilto
llexplore [Iltheir llideas, llinterests, lland
Ilconcerns.

The Ilrewards Ilof Ila Ilfamily-owned Ilbusiness
llare limany llas llare llthe llchallenges. 11 Those
IIfamily IImembers Ilwho IImanage llthe Ilfamily
IIbusiness llshould llenjoy llthe llbusiness Ilitself
Ilif I1they llare Ilto Ilbe lisuccessful lland llpass
llalong Ila llsense llof llenthusiasm Ilfor llthe

DOI: 10.35629/5252-45122323 | Impact Factor value 7.429 | 1SO 9001: 2008 Certified Journal ~Page 1159



\Jhk International Journal of Advances in Engineering and Management (IJAEM)

= Volume 2, Issue 1, pp: 1136-1191

IJAEM

www.ijaem.net

Ilbusiness Ilwhen llthe Iltime llcomes lIfor Ilthem
I1to Ithand Ilover llthe llreins.

Innovation Ilin Ifamily I1businesses

It Ilhas Ilbeen llobserved Ilthat Ilfamily
Ilbusinesses Ilare lithe llmainstay Ilof lIlan
Ileconomy, llgenerating Illong-term
llemployment  lland  llcontributing  Illto
IInation-building I1by Iladding Ilto Ilits IIGDP
Traditionally, Ilworld llover, Ilit Ilhas Ilbeen
Ilobserved llthat Ilfamily llbusinesses llare Ilthe
IImainstay llof llan lleconomy, llgenerating
Ilong-term llemployment Iland Ilcontributing Ilto
IInation-building 1lby Iladding Ilto Ilits llgross
Ildevelopment Illproduct 1I(GDP). Il1Although
IImany Ilfamily Ilbusinesses Ilare llstill Ilsmall
lland Illmedium llenterprises, llsome Ilhave
llgrown llexponentially Iland Iltransformed
llthemselves I1from Ilsmall lishops Ilround llthe
llcorner  Ilto  Illarge  llpublicly  Illisted
Ilorganizations.

In Ilfact Haround 1130 Ilper licent llof 11IS&P 11500
Ilcompanies, lltwo-fifth llof Ilithe 11250 Illargest
[1firms Ilin 11Germany Iland IlFrance Iland IImore
[lthan Iltwo-thirds llof Illarge llorganizations Ilin
I1East I1Asia Iland IlLatin 1lAmerica llare llfamily
Ibusinesses, Ilwhere llthe Ilimportant Ildecisions
llare licontrolled Ilby Ilfamily Ilmembers. Ilin
IHUS llalone, lithere Ilare 115.5 limillion Ilfamily
Ilbusinesses, llcreating Iljobs lifor 1163 llper licent
Ilof Ilthe lworkforce Iland Ilin  [lturn
llcontributing 1157 Ilper llcent Ilto lithe 1IGDP llof
lithe llcountry. [1lAccording Ilito Ilthe IIEY
llreport, llthe Iltop 1120 Ilifamily Ilbusinesses
Ilgenerated llapproximately 11$1,298.3 Ilbillion
llof [INorth IlAmerica’s I|IGDP Illof 11$19.6
[trillion Ilin 112015 Illand Ilemployed IImore
I1than 113.6 lImillion llpeople. IHUK llis lInot Ilfar
llbehind Ilwith IlIlmore Ilthan Illthree IImillion
[Ifamily llbusinesses llproviding 119.4 IImillion
Iljobs Iland llgenerating 1125 llper licent Ilof
IIGDP.

Family Ilbusinesses llare llalso Ildeep-rooted Ilin
I1Asian llcultures llwith 11Japan Ilhaving llthe
lloldest Ilfamily Ilbusiness Ilin llthe llworld,
Ilpresently Ilrun llby Ilthe 1140th Ilgeneration.
IIThis llregion llalso Ilboasts Ilof Ila Ilhigh
Ilconcentration llof Ilfamily llbusinesses llat
llabout 1185 Ilper [llcent. [1IThese Ilfamily
Ibusinesses llcontribute 1134 Ilper licent llto Ilthe
[1Asian 1IGDP llby llemploying 1157 Ilper llicent
llof llthe Ilworkforce. IITwo-thirds llof IlIndia’s
IIGDP lland 1190 llper llcent llof lithe llgross
Ilindustry loutput Ilare llcontributed by Ifamily
I1business Ilin I1India.

Although IIfamily Ilbusinesses Ilare Ilimportant
Ilcontributors Ilto Ilthe ligrowth listory Ilof llany
IInation, Ilin [lthe Ilindian llcontext, Ilfamily
Ibusinesses Ilfaced Ila Ilmajor lichallenge Ilin
llcompeting Ilwith Ilglobal llgiants Ilafter Ilthe
Ileconomic llliberalization Ilof 111991, llas Ilthey
llshowed Ilresistance Ilto  llchange lland
Ilinnovation. IIHowever, Ilin lldue llcourse,
Ilindian Ilfamily Ilbusinesses llwere llable Ilto
llchange, limodernize Iland Ilcompete Ilwith Ilthe
lImultinational Ilcorporations.

Family Ilbusinesses llare llgenerally Iltraditional,
Ilrisk-averse, llclose-knit  Ilbusinesses Ilwith
Ilgenerations lltaking Ilthe Ilmantle Ilforward
Ilwhich llare IInot llvery Ilopen Ilto lInew llideas.
I1Additionally, Illack llof Illresources, Ilboth
llcapital lland Ilhuman; Ilsmaller llsize, Ilhigher
llcosts; Illack Ilof Ilinternal llcommunication
lichannels Iland Ildual Ilrole Hin Ifamily Iland
llbusiness; lland Ilfear Ilof [llupsetting lithe
llpower Ilbalance llof I1family Ilcan Ilalso Ilrender
Ilinnovation Illess Ilimportant.

However, llthe Ilcontinuity llof Ilbusiness llacross
Ilgenerations, Illongevity Ilof lithe Ilbusiness
lland Ilsuccession Ilissues llare llthe lltop
lpriorities llof llfamily Illbusinesses lland,
Ilhence, Ilinnovation llbecomes Ilvery llimportant
I1to llsurvive, llgrow lland llremain llcompetitive.
IlIn lladdition, Ilintegration llof Illocal limarkets
llwith llglobal IImarkets Iland llithe Ilcontinuous
llquest lifor llsustainable Ilgrowth Ilare IImaking
IIfamily llbusinesses Ilinnovate. IlIn Ilthis llera
llof llglobalization, Ilit Ilis [Ilall Ilithe llmore
lldifficult llfor llorganizations Ilto lImaintain
I1their llcompetitive lladvantage Iland llany lifirm
Ithas Ila llcompetitive lladvantage Ilif Ilit Ilis
Ilable Ilto licreate Ileconomic Ilvalue.

The Ildigital Ilrevolution Ilhas llerased Ilthe
lltraditional Ilborders, Iland llorganizations lland
llcustomers llare Ilomnipresent.  1ICustomer
IIneeds Iland llpreferences Ilhave Ilchanged I1from
llbeing Illocal llor liregional Ilto lla llglobal
liplatform.  IlTherefore,  Ilit  llis  llvery
lichallenging lifor llorganizations llto Ilbe
llunique Ilin lltheir llproducts llor llservices,
llefficient Ilin lloperations.

Through llinnovation, Ilfirms llare llable llto
llcreate llentirely llnew llproducts llor llservices
lithat Ilcatapult Ilthem Ilto lla licategory Ilof
IThigh-growth Ilcompanies llwith Ilan
llopportunity Ilto llbe llmarket Illeaders llgiving
lithem llcompetitive lladvantage Ilif llthe
llcompetitors Ilare Ilunable I1lto llkeep llpace
llwith lithem. 11Age llof lithe Ilfirm llplays lla
lIsignificant llrole Iltowards llthe lltendency llto
Ilbe Ilinnovative. 11Since Ilinnovation Ilis llan

DOI: 10.35629/5252-45122323 | Impact Factor value 7.429 | 1SO 9001: 2008 Certified Journal Page 1160



\Jhk International Journal of Advances in Engineering and Management (IJAEM)

= Volume 2, Issue 1, pp: 1136-1191

IJAEM

www.ijaem.net

Ilimportant llstrategy Ilto llgrow lland llto llgain
Ilcompetitive lladvantage, Ilall Ilfirms llchoose
lIthis llstrategy, llalbeit, Ilat Ilvarying lldegrees
Ilof Ilintensity. I1Although Ilthere Ilis Ila Ilgeneral
I1belief lithat Ilyounger IIfirms Ildo lInot Ilhave
IIthe Ilcapacity llto Ilinnovate Ilwhen Ilcompared
I1to Iolder Ilfirms, Ilit Ilis Ilseen Ilin llseveral
lIstudies Ilthat Ilyounger Ilfirms Ilundertake
llgreater llrisks 1lto Ilbe Ilmore Ilinnovative
Ilcompared I1to Ilolder lIfirms.

It Ilis Ilinteresting llto Illnote llthat, llworldwide,
I1the Ilsize Ilof Ithe 1Ifirms Ilthat Ilinnovate Ilvary
Ilaccording I1to Hindustry. I1In 1HUS, Ilthe lldegree
[lof llinnovation Ilis IThigher IIfor lismaller llfirms
Ilin Ilmanufacturing Iland llcomputer lImodem
Ilindustry llwhereas Ilin 11Spain, Illarger llfirms
llinnovate Ilmore Ilin  llthe llengineering
llindustry. 1IWith 1la llnumber [lof IIfirms
Illeaving Illtheir lldomestic IImarkets Iland
lloffering Illtheir Ilproducts Iland llservices llto
Ilinternational Ilmarkets Iland, Ilin llsome llcases,
llsetting Ilup Iltheir llmanufacturing Ilbases
Ilthere, Ilinternationalization Ilis Ilalso Ilan
Ilequally Ilimportant Ilstrategic Ildecision.

It lloffers llfirms Ilwith IInew IImarkets, IInew
llsourcing Iland llproduction Ilbases, Ilin
Iladdition 1lto llcheap Illabor, llsaving llup Ilto
1170 liper llcent llof llproduction licosts. 1By
llreducing Ildependency Ilon Ilithe Illocal
IImarkets, Ilinternationalization Ilimproves
Ilcompetitiveness llof llorganization’s Ilbut llthe
llchoice llof Ilinternational IImarket Ilstrategy Ilis
Ilvery llpertinent Ilas Ilit Ilinvolves IlThuge llcosts
Iland llresources.

If [llthe llstrategies Ilof Ilinnovation Iland
Ilinternationalization llgive llcompetitive
lladvantage |lto llorganizations, llthe llsame
Ilconcept llshould Ilbe Ilapplicable Ilto Ilfamily
Ibusinesses Iland Ilthey lishould linot Ilbe llfar
Ilbehind Ilto lladapt llthese llstrategies. I1This
Illeads Ilto lithe Illquestion: 1IDo Illfamily
Ilbusinesses lladapt Ilthe Ilstrategies Ilof
Ilinnovation Iland llinternationalization Ilto I1keep
llpace Ilwith  Ilithe liglobal  llcompetitive
llenvironmental  lIFurther  llquestions llarise
Ilabout Ilthe litype Ilof Ilfamily llbusinesses Ilthat
Iladopt Ilthese listrategies.

In la llstudy llof 1IBSE 11500 Ilindex Ilcompanies
I1spread Ilacross Ila llperiod llof 1111 llyears, lithe
llwriter ~ Ilanalyses  Ilinnovativeness  lland
Ilinternationalization Ilof IIfamily Ilbusinesses Ilin
Ilindia llusing IIR&D llexpenses llas Ila llproxy
IIfor Ilinnovativeness Iland llthe Ilproportion llof
IIforeign  Ilincome llas lla llproxy lifor
[linternationalization lland Ilfound llthat Ilfamily
Ilbusinesses Ilare Ilmore llinnovative lland

llinternationalized Ilwhen llcompared Ilto linon-
family  Ilbusinesses. IIResource-dependency
I1framework Ilexplains Ilthis llphenomenon lland
llsuggests Ilthat Ilfamily Ilbusinesses Illare
llentrepreneurial Ilin llnature llwhich IImakes
I1them IImore Ilinnovative.

Further, I1to llprobe Ilinto Ilthe Ilquestion llas Ilto
llwhat Iltype llof Ilfamily Ilbusinesses Ilinnovate
Iland Ilinternationalise IImore, llthe Ilimpact Ilof
Ilage Iland lithe llsize Ilof Ilifamily Ilbusinesses
llon llthese llvariables Ilwas llstudied lland Ilit
llwas llalso llIfound llthat llwithin Ilthe Ilfamily
Ibusinesses, Ilyounger IIfirms llwere Ilmore
Ilinnovative lland llinternationalized Ilthan Ilolder
lIfirms Ilin lithe IlIindian llcontext. 1IThis Ilcan
Ibe llexplained Ilby lithe litheory llof 11“learning
lladvantages Ilof Illnewness”, llaccording Ilto
llwhich Ilyounger Ilfirms llare IImore liflexible,
lleager Ilto |Illearn, Ilhave Illess Ilinternal
llresistance lland Ilare Ilable Ilto lladapt Ilto lithe
lichanging llenvironment Ilmuch llfaster. 1At
lithe llsame Iltime, Il“liabilities llof llaging”
litheory llsuggests llthat Ilolder IIfirms Ilbecome
lrigid, Iinflexible Iland Illose Iltheir lledge Ilin
I1fast l1decision-making.

This lltype llof [listudy Ilhas llsignificant
Ilimplications Iland llcan Ilbe llextended llto lla
Illarge  lInumber  llof  llunlisted  Ilfamily
Ibusinesses Ilaround llthe llworld. 11Governments
lineed Ilto llcreate Ilpolicies Iland llplatforms
IIfor Ilfamily Ilbusinesses lIto Illgrow, llinnovate
lland Ilinternationalize. 1A llpositive Ilbusiness
llenvironment Ilwhere lifamily llbusinesses llcan
llraise Ilfunds Ilat Illower llinterest llrates,
llprofessional llassistance lifor liscaling Ilup Ilof
I1their Ilbusiness lland lliproviding Ilskilled Illabor
lland  IImanpower llcan  llhelp  Ilfamily
Ibusinesses Ilin lla llbig llway.

Topics lin IlInternational 11Economy

IlInternational 11Economics

International lleconomics Ilis lla lifield Ilof
lIstudy Ilwhich Ilassesses Ilthe llimplications Ilof
Ilinternational Iltrade Ilin llgoods lland llservices
Iland Ilinternational llinvestment.

There llare lltwo Ilbroad Ilsub-fields llwithin
Ilinternational Ileconomics: llinternational lltrade
Iland Ilinternational lifinance.

International Iltrade |Ilis Ila [lIfield Ilin
lleconomics Ilthat Illapplies IImicroeconomic
lImodels  Ilto  Ilhelp  llunderstand  llthe
Ilinternational Ileconomy. Ilts Ilcontent Ilincludes
lithe llsame Iltools lithat Ilare llintroduced Ilin
IImicroeconomics llcourses, Ilincluding lisupply
Iland Ildemand llanalysis, I1firm lland llconsumer
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I1behavior, Ilperfectly Ilcompetitive, lloligopolistic
lland lImonopolistic IImarket Ilstructures, lland
lithe Ileffects llof Ilmarket Ildistortions. 11The
lltypical ~ Ilcourse  Ildescribes  lleconomic
Ilrelationships  llbetween Ilconsumers, lIfirms,
IIfactor llowners, Iland Ilthe llgovernment.

The Ilobjective Ilof Ilan Ilinternational Illtrade
llcourse Ilis I1to llunderstand llthe lleffects Ilon
Ilindividuals Iland Illbusinesses Ilbecause Ilof
[linternational Iltrade Ilitself, Ilbecause Ilof
lichanges Ilin Iltrade llpolicies Iland Ildue llto
llchanges Ilin llother Ileconomic Ilconditions.
1The llcourse llwill Ildevelop Ilarguments llthat
lsupport Ila llfree lltrade Ilpolicy llas Ilwell llas
Ilarguments Ilthat Ilsupport Ilvarious Iltypes llof
Ilprotectionist llpolicies. 1By Ilthe llend Ilof Ilthe
llcourse, llstudents Ilshould Ilbetter Ilunderstand
lithe llcenturies-old llcontroversy llbetween llfree
lltrade Iland llprotectionism.

International llfinance Ilapplies
IImacroeconomic IImodels llto Ilhelp Ilunderstand
lithe llinternational lleconomy. Ilits llfocus Ilis
Ilon Ilthe Ilinterrelationships Ilbetween llaggregate
lleconomic Illvariables llsuch Ilas 1IGDP,
llunemployment llrates, Ilinflation lirates, lltrade
Ilbalances, llexchange llrates, llinterest Ilrates,
lletc. HThis lifield llexpands Ilmacroeconomics
Ilto Ilinclude Ilinternational llexchanges. Illts
IIfocus Ilis llon Ilthe llsignificance Ilof lltrade
Ilimbalances, llthe lldeterminants llof llexchange
llrates lland llthe llaggregate lleffects Illof
llgovernment limonetary Iland llfiscal Ilpolicies.
IIAmong Ilthe llmost Ilimportant llissues
Iladdressed Ilare llthe llpros lland llcons llof
Ifixed llversus |Ilfloating Ilexchange llrate
lIsystems.

International I1Political I1Economy

International  llpolitical  lleconomy llstudies
Iproblems Ilthat llarise llfrom llor llare llaffected
by Ilithe Ilinteraction llof Ilinternational
llpolitics,  Ilinternational  lleconomics, Iland

Ildifferent Ilsocial Ilsystems ll(e.g., llcapitalism
Iland Ilsocialism) lland llsocietal llgroups li(e.g.,
I1farmers Ilat lithe Illocal Illevel, Ildifferent
llethnic llgroups Ilin lla llcountry, llimmigrants
Ilin Ila llregion llsuch Ilas Ilthe IIEuropean
[lUnion, Iland Ilthe [Ilpoor Ilwho Ilexist
Iltransnationally  Ilin  Ilall  Ilcountries). 1t
llexplores lla liset llof llrelated Ilquestions
II(“problemata™) llthat Ilarise Ilfrom Ilissues
Ilsuch llas Ilinternational Iltrade, Ilinternational
Ilfinance, Ilrelations Ilbetween Ilwealthier lland
Ipoorer Ilcountries, llthe Ilrole llof lImultinational
llcorporations, Iland llthe Illproblems Ilof
Ilhegemony ll(the Ildominance, lleither liphysical

Ior llcultural, 1lof llone llcountry Ilover Ilpart Ilor
lall Ilof Iithe Illworld), llalong Illwith Ilthe
Ilconsequences Ilof Ileconomic llglobalization.

Analytic llapproaches llto Ilinternational Ilpolitical
Ileconomy lltend Ilto llvary Ilwith Ilthe llproblem
llbeing llexamined. Illssues lican llbe Ilviewed
I1from llseveral Ildifferent I1theoretical
llperspectives, Ilincluding Ilthe IImercantilist,
Iliberal, Iland Ilstructuralist I1(Marxist llor IIneo-
Marxist)  Ilperspectives. IIMercantilists Ilare
llclosely lirelated Ilto llrealists, Ilfocusing Ilon
llcompeting Ilinterests Iland llcapabilities Ilof
IInation-states Ilin Ila llcompetitive listruggle llto
Ilachieve llpower lland llsecurity. llLiberals llare
Ioptimistic llabout llthe Ilability llof IThumans
Iland llstates Ilto llconstruct llpeaceful llrelations
Iland Ilworld llorder. llEconomic llliberals, Ilin
lparticular, Ilwould Ilimit Iithe Ilrole llof llthe
listate 1lin Ilithe lleconomy Ilin llorder Ilto Illet
IImarket llforces Ildecide llpolitical Iland Ilsocial
lloutcomes. 1IStructuralist llideas llare Ilrooted
Ilin 1IMarxist llanalysis lland Ilfocus Ilon IThow
llthe lldominant Ileconomic llstructures llof
llsociety llaffect 1(i.e., llexploit) llclass llinterests
lland llrelations. 11Each Ilof lithese llperspectives
Ilis lloften llapplied llto liproblems llat Ilseveral
Idifferent Illevels llof llanalysis llthat llpoint Ilto
llcomplex llroot llcauses Ilof llconflict Iltraced
lIto Ithuman Ilnature Il(the Ilindividual Illevel),
lInational Ilinterests Il(the lInational Illevel), Iland
lithe llstructure llof Ilthe llinternational llsystem
l(which Illacks lla llsingle llsovereign llto
llprevent llwar). IIFor llexample, llanalysis Ilof
IHU.S. llpolicy liregarding IImigrants Ilfrom
IIMexico IImust Iltake Ilinto llconsideration
Ilpatterns llof lltrade lland Ilinvestment Ilbetween
lithe Iltwo llcountries Iland Ilthe Ildomestic
llinterests Ilon Ilboth llsides Ilof Ilthe Ilborder.
IISimilarly, lldomestic Iland Ilinternational
llinterests llare Illinked Ilby lltrade, Ilfinance,
Illand Ilother Ilifactors Ilin Ilthe llcase Ilof
Ilfinancial llcrises Ilin Ildeveloping llcountries
llsuch llas 1Thailand lland IlArgentina. 11The
lldistinction llbetween Ilforeign Iland lldomestic
Ilbecomes llas lluncertain llas llthe Ildistinction
Ilbetween Ileconomics Iland llpolitics Ilin lla
llworld llwhere Ilforeign Ileconomic llcrises
llaffect Ildomestic llpolitical lland Ileconomic
llinterests llthrough lltrade Iland Ilfinancial
Illinkages llor lithrough lichanges Ilin llsecurity
Ilarrangements Ilor IImigrant I1flows.

Contemporary llinternational Ilpolitical Ileconomy
Ilappeared llas lla llsubfield llof Ilthe listudy Ilof
llinternational Ilrelations Ilduring Ilthe Ilera llof
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[1ICold IHWar Ilrivalry llbetween Ilthe lISoviet
[1Union lland lithe 11United 1IStates 11(1945-91).
I1Analyses Ilinitially Ilfocused Illargely Ilon
Ilinternational Ilsecurity Ilbut Illater Ilcame llto
Ilinclude lleconomic llsecurity Iland Ilthe lirole
Ilof Ilmarket llactors—including IlImultinational
Ilcorporations, Ilinternational Ilbanks, Ilcartels
ll(e.g., IIOPEC), lland Ilinternational
Ilorganizations ll(e.g., lithe IHIMF)—in lInational
Illand  llinternational  llsecurity  llstrategies.
IlInternational llpolitical Ileconomy Illigrew Ilin
Ilimportance Ilas Ila [lresult llof llvarious
Ildramatic Ilinternational lleconomic Ilevents,
lIsuch llas llthe llcollapse Ilof Ilthe IIBretton
IIWoods Ilinternational limonetary llsystem Ilin
111971 lland lithe Iloil llcrisis llof 111973-74.

During llthe Ilearly llperiod Ilof Ilthe IICold
IWar, llpolitical llscientists Ilemphasized Ilthe
llrealist, Ilor Ilpower Ilpolitics, lldimension Ilof
IU.S.—Soviet lirelations, Ilwhile Ileconomists
Iltended Ilto lifocus Ilon Ilthe 1IBretton 11Woods
lIsystem Ilof Ilthe llinternational lleconomy—that
Ilis, llithe [linstitutions lland llrules Ilithat
IIbeginning Ilin 111945 llgoverned Ilmuch Ilof
llthe Ilinternational Ileconomy. I[IDuring Ilthe
[IVietham IIWar, Ilhowever, Illa llgrowing
Ildecrease Ilin llthe Illvalue Illof Ilthe 1IU.S.
Ildollar Iland Illarge Ildeficits IIfor lithe I1United
[IStates Ilin Ilits Ilbalance llof Iltrade lland
llpayments llweakened Ilthe llability Ilof Ilthe
IlUnited IIStates Ilto llconduct Iland llpay Ilfor
lithe llwar, llwhich llithereby llundermined llits
llrelationship 1lto Ilits IINorth IlAtlantic 1l Treaty
I10rganization llallies. 11During Ilthe IOPEC lloil
llcrisis, llthe llrealist-oriented 11U.S. llSecretary
Ilof IlIState IIHenry 1A, lIKissinger Ilfound
IThimself Ilunable llto llunderstand Ilthe Ilissues
Ilwithout llthe llassistance llof llan lleconomist.
IIThese llevents llled llto Ila lisearch lIfor lla
IImultidisciplinary Ilapproach Ilor lloutlook Ilthat
IIborrowed lldifferent lltheories, llconcepts, lland
Ilideas  Illfrom llpolitical  llscience lland
[linternational Ilrelations—as Ilwell llas Ilfrom
Ileconomics lland llsociology—to llexplain Ila
llvariety  llof  Ilcomplicated Ilinternational
Ilproblems Iland Ilissues. IlIt lldid linot llso
IImuch liresult Ilin Ilthe lldevelopment llof Ila
IInew llschool llof llpolitical lleconomy llas
Ilemphasize Ilthe llcontinued Ilrelevance Ilof lithe
Ilolder, Ilmore-integrated lltype Ilof Ilanalysis,
llwhich llexplicitly Ilsought Ilto Iltrace Ilthe
Ilconnections lIbetween lpolitical lland
Ileconomic Ilfactors.

Following llthe llend Ilof Ilithe 1ICold IIWar,
Ilinternational Ilpolitical Ileconomy llbecame
IIfocused llon llissues llraised Ilby lleconomic
llglobalization, Ilincluding Ilthe Ilviability llof
lithe llistate Ilin llan Ilincreasingly llglobalized
llinternational  Ileconomy, Iithe lirole Illof
lImultinational llcorporations Ilin llgenerating
llconflict Has Ilwell llas ligrowth Ilin lithe 11“new
llglobal lleconomy,” Iland llvarious llproblems
llrelated Ilto llequity, Hjustice, Iland Ilfairness

ll(e.g., Illow Illwage Ilrates Ilin Ildeveloping
llcountries Iland lithe lldependency llof Ilthese
llcountries llon Ilmarkets Ilin  llwealthier

llcountries). Illn lithe 111950s Iland 11’60s,
I1American lleconomist IIW.W. IIRostow lland
llother llexperts llon I1lWestern lleconomic
Ildevelopment limade Ilpopular lithe llargument
lithat Ilafter Ila llperiod llof Iltension, Ildisorder,
Illand lleven llchaos Ilwithin Ila Ildeveloping
llcountry llthat Ithad Ilbeen llexposed Ilto Ilthe
IWest, llthat Ilcountry Ilwould lleventually
II“take Iloff,” lland Ildevelopment Illwould
lloccur. I1In lithe Illate 111960s lland llcontinuing
llinto Ilthe 111990s, Ilmany Ildevelopment
llexperts Ilfrom lla llstructuralist Ilpoint llof
lview ll(including lImany IIMarxists Iland IIneo-
Marxists) llposited Ila Ilvariety Ilof Ilexplanations
llas Ilto llwhy IImany lldeveloping Ilcountries
lidid lInot liseem Ilto Ildevelop llor lichange
liImuch. [1lIFor llexample, Ilithe IIGerman-born
Ileconomist 1lAndre IlGander IIFrank IImade
llpopular lithe Ilidea llthat, llwhen Ildeveloping
llcountries llconnect Ilto Iithe [IWest, Ilthey
llbecome Illunderdeveloped. [1lSocial Iltheorist
lland Ileconomist IlImmanuel 1IWallerstein,
llwhose Ilworks Ilhave Ilmade Ila Illasting
Ilimpact Ilon llthe Ilstudy Ilof lithe Ilhistorical
Ildevelopment Ilof Iithe llworld llcapitalist
llsystem, llargued llthat Ildevelopment Ildoes
Ioccur Ilbut Honly Ifor a llsmall linumber Ilof
llsemi llperipheral llstates lland lInot lifor llthose
llperipheral  listates Ilthat llremain  llthe
llproviders Ilof Ilnatural Ilresources Iland Ilraw
IImaterials Ilto Ilthe Ildeveloped Ilindustrial licore
lIstates.

Such Ilthemes llwere llevident Ilin llithe 111990s
lland lithe llearly 1121st llcentury Ilwhen lla
lInumber llof llpolitically lland lleconomically
Ipowerful Il(and IImostly IWestern)
IImultinational llcorporations llwere llaccused llof
llexploiting llwomen Iland lichildren Ilin
llunsanitary Iland Ilunsafe llworking llconditions
Ilin Itheir llfactories Ilin lldeveloping llcountries.
IIThese licases Iland llothers Illike Ilthem Ilwere
llseen Ilby llsome llstructuralists Ilas Ilevidence
llof lla ll“race llto llthe llbottom™ Ilin Ilwhich,
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Ilin llorder lito [llattract Ilinvestment Ilby
[linternational Ilbusinesses, llmany Ildeveloping
Ilcountries Ilrelaxed llor lleliminated Ilworker-

protection Ilaws Iland Ilenvironmental
Ilstandards.
International  IlEconomic  I1Organizations,

I1Developing 1ICountry IIReforms, Iland
I Trade

The llthree llmajor Ilinternational lleconomic
llorganizations llare llthe 1IWorld l1Bank, llthe
[linternational 1lIMonetary IIFund I1(IMF), lland
lithe [IWorld IlTrade I11Organization I[I(WTQO).
[IThe IWTO Ilemerged llout Ilof lithe 11General
I1Agreement llon Il Tariffs lland 1l Trade 1/(GATT)
[lin 111995; Ilit Ilis Ilan Ilarrangement Ilacross
Ilcountries llthat liserves llas Ila Ilforum Iifor
IInegotiations Ilon Iltrading Ilrules Ilas Iwell llas
lla llmechanism Iifor Ildispute llsettlements Ilin
lltrade Ilissues. 1IBy llcontrast, llithe [IWorld
[1Bank Iland IIMF lldeal llwith litheir [Imember
llcountries llone llat Ila Iltime. 1IThey Ilhave
Ilittle Hinfluence Iwith Ilindustrial llcountries
llbut llcan [llaffect lldeveloping llcountries
Ilduring Iltimes Ilof lleconomic llcrisis lland
llwhen Ilthose llcountries llseek Iladditional
I1foreign Ilexchange llresources. 1 The llorigins
Iland Ilevolution llof Ilthe llthree llorganizations
Ilare Ilof llconsiderable Ilinterest. 11Perhaps lleven
IImore Ilimportant Ilin Illight llof Ilthe Ilrecent
Ilfinancial llcrises Ilin I1Mexico, IlEast IlAsia,
lland Ila lifew Illother Ilcountries, Ilare llthe
Ilquestions llthat Ilarise Ilabout Ilthe Ilcurrent
Iland Ilfuture liroles llof Ilthe IIMF lland Ilthe
IWorld I1Bank.

These llquestions llcover lla Ilbroad llset llof
Ilissues. 1A llhealthy llopen litrading l1system llis
llcrucial  Ilfor llthe Ilprogress Ilof llthe
Ilinternational lleconomy. It Ilis llparticularly
[limportant Ilin llproviding llan llenvironment Ilin
Ilwhich lldeveloping llcountries llcan
Ilsuccessfully Ilreform lltheir llpolicies lland
Ilachieve llrapid lleconomic Illgrowth lland
llrising Illiving llstandards Ilfor Ilall. 111 Ilhave

Ilbeen llparticularly Ilinterested Ilin  llthe
Ilrelationship Ilbetween Ilpreferential Iltrading
llarrangements, llsuch  llas Ilthe  IINorth

I1American IIFree I Trade I1Agreement
II(NAFTA), lland lithe IIWTO. IIThe llissue llis
lIsimple: llithe 1HIWTO Ilis Ilbased llon Ilthe
lprinciple Ilof llopen, lInondiscriminatory lltrade
Ilamong Ilits llmembers, Ilwhile Ilpreferential
lltrading llarrangements Ilare, Ilby lltheir lInature,
lldiscriminatory.  1lUnder  1INAFTA, lifor
llexample, llgoods lloriginating Ilin 1IMexico

lland IlCanada llare linot llsubject llto llduties
llwhen lithey llenter llithe 1lUnited IlStates, Ilyet
I1the llsame llgoods Ilfrom Ilother Ilcountries llare
llsubject Ilto 1U.S. Ilduties. I1Assuring Ilthat
Ilpreferential lltrading llarrangements lwill IInot
lIblock Ilprogress Ilin limultilateral Illiberalization
Ilis Ilimportant, Iland I11 Ilam IInow Ilcompleting
I1a lpaper Hin Iwhich 111 llanalyze llhow IImuch
Ildiscrimination llhas Ilbeen lla llfactor llunder
l1the IIfirst lithree llyears Ilof INAFTA.

My  llother  IImajor Ilconcern liregarding
Ilinternational Ileconomic llorganizations 1lis
liclosely llrelated Ilto llthe [llsubject Ilof
Ildeveloping Ilcountries' Ileconomic llpolicy
llreforms. 11 llwant Ilto Illknow llwhat Ilthe
llcurrent lland Ilfuture llroles llof lithe 1IWorld
lIBank Iland IIMF Hwill llbe Ilin lleconomic
lpolicy llreform Ilin lldeveloping llcountries. I1In
llthe Ilcase llof lithe I1lWorld IIBank, lifor
llexample, 1lto llwhat Ilextent Hwill lithe 11Bank
lineed Ilto Ilfocus Ilits Ilresources llon llpoor
llcountries Iland llthe Ilsupport llof lleconomic
Ipolicy llreforms, llas Ilopposed llto Iltackling
II"new Ilissues,” llsuch Ilas llgender lland
Ilethnicity l(including Iltreatment Ilof
IIminorities). 11Both llthe 11Bank Iland Ilthe I1IMF
Ilhave llbeen llcriticized Ilby limany Ilin Illight
llof lithe IlAsian llfinancial llcrises Illof 111997
Iland 111998.

Economic I1Policy IIReforms

That lltakes IIme Ilimmediately Ilto IImy
llsecond Ilset llof Ilissues Ilof Ilconcern: Ilthe
Ilchoice Ilof llexchange lirate Ilregime lland llits
Irelationship I1to Ileconomic llgrowth lland lithe
Ilavoidance llof llcrisis. IIEven Ilbefore 111994
lithere Ilwas llcause IIfor llconcern llabout
IIMexico lland Ilother Ilcountries Ilthat Iladopted
II"nominal llanchor" llexchange llrate Ilpolicies:
lithey Ildeliberately Illkept Illtheir llexchange
llrates llfrom lldepreciating Ilas llrapidly llas
llwould Ilhave llbeen llwarranted Ilon llthe l1basis
llof llthe llinflation Ildifferential Ilbetween
llthemselves lland llthe llrest Illof lithe llworld.
IIThese Ilregimes llenabled Ilforeigners llto
llinvest llvery llprofitably Ilin Illocal limarkets
Il(because Ilthey Ilreceived Ilthe Ildomestic
Ilinterest llrate Iland Ilcould llconvert llit Ilinto
lIitheir Ilown llcurrencies Ilat Ilthe Ilappreciated
llexchange Ilrate) Iluntil Ilinvestors llrealized
lithat Ilithe Ildebt-servicing llobligations Ilthat
Ilwere llaccumulating llwere I1too llheavy.

Moreover, Ilas Illong llas llforeigners Ilwere
llwilling Ilito lllend lland Ilinvest, lldomestic
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llcredit llcould Ilincrease Ilin lithese llcountries
llwithout llstrong Ilinflationary llpressures: llthe
Illending Ilfinanced Ilan llexcess Ilof Ilimports
Ilover llexports. llinvestors llappear Ilto Ilhave
I1been I1fooled: lithey Ildid IInot llobserve Iifiscal
Ildeficits, Ilbut Iithey llalso Ilfailed Ilto
Ilrecognize llthat Ilunder lithese Ilexchange llrate
Ilregimes, llrapid llexpansion llof Ildomestic
llcredit Ilwas llequivalent llto llincreasing llthe
Ilcontingent Illiabilities llof Ilthe llgovernment,
llwith llthe llsame Illong-run Ilimplications Ilfor
llsustainability ~ llunless  llcapital  Ilinflows
I1financed Ilhighly llproductive llinvestments.

An llincreasing llbody Ilof llevidence llsuggests
lIthat Ilefforts Ilto llmaintain IInominal Ilanchor
llexchange llrates llare llvery Illikely llto Ilbe
llunsustainable: Ilthe llappropriate llexchange
llrate Ilregime Ilis llprobably lleither Ilfloating
llrates Illor llone Ilin llwhich lithe llcurrency llis
llpermanently Iland Ilirrevocably lltied Ilto lla
IImajor lIforeign llcurrency.

Indeed, lithe Ilrapid llexpansion llof Ildomestic
llcredit Ilin Ilmany llcountries llmeant Ilithat
Ilbanks Ildid lInot llhave Ilan lladequate Ilstaff
Ilof  lltrained  Ilpersonnel  Ilwho Illcould
Ilappropriately llevaluate llthe licredit Ilrisks Ilof
I1their IIborrowers. l1As lla Iresult,
lInonperforming Illoans Ilbuilt Ilup Ilin Ilithe
Ildomestic llbanking llsystems lland Ilweakened
lithe llbanking llstructure. 11Then, llwhen llthe
Ilexchange llrate Ilregime llwas llabandoned, llthe
lldollar- Il(or llyen- llor I1Deutsch Ilmark-)
Ildenominated  Illiabilities  Ilof  Ildomestic
I1borrowers llincreased llthe Ildifficulty Ilwith
Ildebt llservicing, Iland llthreatened Ila Ilmajor
llcrisis Ilin llthe Ildomestic Ilbanking Ilsystem.

One llof llthe llquestions Ilthat Ilhas Ilarisen llas
llwe Ilare Ilbetter Ilunderstanding llthe llevents
Illof 111997-8 Ili(and llthe Illearlier 11Mexican
Ildifficulties) Ilis: llwhat llare llthe llappropriate
llreforms 1Ifor llfinancial llsystems llso llthat
llbanks Ilwill llhave Ilimproved Ilincentives
[l(attributable Ilmostly Ilto llincreased llcapital
Iladequacy llstandards) Iland Ilwill lloperate Ilin
Ila llregulatory llframework Ilthat Ilprevents lithe
Ibuild-up Iof lInonperforming Illoans Il(whose
IImagnitude Ilis Ilfurther llincreased Ilwhen
Ildevaluation IImust Ilfollow llthe llend llof lithe
lInominal Ilanchor llexchange llrate Ilregime)?
[1Aaron Il Tornal Iland 111 Ilhave llanalyzed llthe
Ilevolution llof Ilnonperforming Illoans Ilin llthe
[IMexican Ilbanking lisystem lland llthe Ilways
Ilin llwhich [IMexico's llpolicy Ilresponses llto

lithe 111994-5 llcrisis llenabled Ilrapid Ilrecovery
llbut llfailed Ilto liresolve llsome llof Ilthe
Illonger-term  Ilissues  llassociated  Ilwith
Ilrestoring llthe Ilhealth Ilof lithe llbanks. 11 The
llproblem  lifor  llpolicymakers Ilis Ilthat
llrecovery llfrom llcrisis llcannot lloccur Huntil
Ilthe Ilbanks llare llrestored llto Ilhealth: llthat
IImeans Ilthat IInonperforming Illoans limust Ilbe
llremoved lifrom llthe llbanks' llportfolios 1l(as
Ilhappened Ilin 1IMexico). [1But Ilthat limust Ilbe
lldone Ilin llways llthat Ilprevent Ila Ilrepetition
Iof Ilthe Ilbuild-up Ilof IInonperforming Illoans.
IIFinding Ilan llappropriate IImix Ilof llpolicy
llinstruments Ilis lichallenging, Iland IImany
llresearchers llcontinue I1lto Ilinvestigate Ilthis
Iltopic.

An llinteresting Iland llrelated Ilquestion llis
IThow llthe llcharges llof I1"cronyism™ llrelate Ilto
I1the llother Ilissues llthat 11have Ilarisen Ilin Ilthe
llEast [1lAsian [llcrisis. 11 llam llcurrently
listudying Illthe llparallels Ilbetween llstate-
directed Illending Ilby Ilbanks Ilto llcronies
lunder I1"crony llcapitalism™ Iland Ilpublic-sector
lldeficits Ilof listate lleconomic llenterprises
llunder Ilmore llstate-led lldevelopment. [1The
Iparallels Ilare Ilinteresting lland Ilinstructive: Ilif
llcronies llcan Ilbe llassured llof llaccess Ilto
llbank Ilcredit, lltheir Ilbudget llconstraints llare
I1"soft,” Hjust llas llare lithose llof Ilstate-owned
llenterprises  llwhen lltheir  Illosses llare
llautomatically llcovered lIfrom lithe
llgovernment's Ilbudget. I1ANnd, Iifor lithe llsame
llreason, Ileach lltype llof Ilenterprise Ilis Illikely
llto Ilrealize Illower llrates llof Ilreturn Ilon
Ilinvestments Ilthan llwhen lithere Ilis Ila I1"hard"
I1budget Ilconstraint.

Likewise, Ilfor llstate llenterprises Ilpoliticians
lInormally llselect llmanagers Ilwhose lltalents
lland [liskills Illie Ilelsewhere. [ICronies llare
llequally Illikely 1lto Illnot Ilbe Ilthe IlImost
llqualified lland lltrained llmanagers. IlIn lleach
Ilinstance, llthere llis Illikely llto Ilbe lla Illack
llof Ilcompetition Il(or Ilan Hunfair llplaying
llfield) lithat Ilfurther llreduces llpressures lifor
Ileconomically llefficient llproduction. IlIn Ilboth
Ilinstances, Ilimport llbarriers llare Illikely llto
Ilbe lused Ilto llassist Ildomestic Ilfirms. IlIn
llthe llcase Ilof licrony llcapitalism, llaccess Ilto
llcredit llon Ilfavorable Ilterms lland llother
llgovernment lifavors llcan Ilinsulate Ilenterprises
lIfrom  llcompetitive  Ilpressures. 1l llam
llcurrently llestimating Ilreal llrates llof llreturn
Ilon Ilinvestments Ilin Ilthe llvarious llfinancial-
crisis Ilcountries; llpreliminary lldata Ilindicate
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I1that Ilreal Ilrates Hlof llreturn lifell Ildramatically
IIfor llseveral Ildecades llas llthe Ilrelative
[limportance llof llthe Ilcrony-run Ilenterprises
[lincreased.

U.S. lITrade I1Policy

The llfinal Ilarea llof Ilresearch Ilin llwhich 11l
Ilhave Ilbeen llinvolved Ilin Ilrecent Ilyears Ilis
I1U.S. lltrade lipolicy. 1IThe 1lUnited llStates Ilis
lIso llimportant Ilin lithe Ilworld Ileconomy Ilthat
Iits Ilpolicies llaffect llthe IlIfunctioning llof lithe
[linternational lleconomic Illsystem llwith llat
Illeast Ilas IImuch Ilforce Ilas Ildoes llithe IWTO
lland llother llinternational Ileconomic
Ilorganizations. IIMany llaspects Ilof 11U.S. litrade
Ipolicy llare llconducive Ilto lithe llefficient
IIfunctioning Ilof Ilthe Ilinternational Iltrading
lIsystem, Ilbut Ilthere Ilare llquestionable
llpractices, Iltoo. [IWhile Ilthese Ilpractices
liclearly  Ilhurt 1U.S. llconsumers Illand
llproducers, lithey Ilhave Ilbroader llramifications
IIfor Ilthe Ilinternational lleconomy Ilbecause Ilof
Ithe I1American llleadership lirole. IlParticularly
llworrisome llare IlAmerican Ilpractices Ilwith
Ilrespect llto llantidumping Iland llcountervailing
llduties: Ilthe Illaw Iland llthe Illprocedures
IIfollowed Ilin lithese llcases Ilbear Illittle
Ilresemblance Ilto Ilthe Ileconomist's llcase
llagainst llpredatory llpricing. 11Many llother
llcountries Ilare Illnow Ilimitating Il1American
llpractices, Iland llthere Ilis lla llserious Ilrisk
lithat Ilmany Ilof Ilthe llgains Ilachieved Ilin
Iliberalizing Ilworld Iltrade llunder HIGATT lland
Iithe HWTO Ilwill Ilbe lleroded llas Ilmore lland
IImore llcountries llresort Ilto Ilantidumping
IImeasures lland llprocedures llthat llpenalize
lltrade lleven llwhen Ilpredatory llpricing llis
IInot llinvolved.

EASE

All llof llthese llissues llarise Ilin llconnection
llwith  Ilrelations llbetween [IlEast IlAsian
Ilcountries Iland Ilthe I1United I1States. I1For Ilthe
llpast llten llyears, IlTadayoshi Illto lland Il
Ilhave Ilbeen licodirectors llof Ilithe 1INBER's
IIEast I1Asian lI1Seminar llon IIEconomics. IIEach
Ilyear lla llconference Ilhas Ilbeen Ilheld Ilon Ila
Ilsubject llrelating llto limutual llinterdependence.
I1Authors Ilhave lithen lirevised lltheir Ilpapers
Ilbased llon lldiscussion Ilat Ilthe Ilconference,
lland llwe Ilhave Illproduced Ila Ilvolume
llpublished Iifor llithe [INBER Ilby Illthe
[lUniversity  Ilof  11Chicago. Il1Cosponsoring
[linstitutions llare lithe 11Chung-Hwa IlInstitution

lIfor IlEconomic IIResearch Ilin IITaipei, llthe
IlJapan IlEconomic IIResearch IlCenter, Ilthe
IIKorea IIDevelopment Ilinstitute, lland Ilthe
IIHong 11Kong IUniversity llof 1IScience lland
IITechnology. I1The IIfive llcosponsors Ilhave
llrotated llbeing lithe Illocal Ilhost, Ilwhile Ilthe
IINBER llhas IImaintained Ila Illead llrole Ilin
lIsupporting Ilthe Illogistics Ilof Ilthe llconference
lland Ilin llpreparing llthe Illresults Ilifor
llpublication. [1The Ilsubject Ilof 11the1998
Ilconference Ilin 110saka llwas llthe
IImicroeconomic Ilaspects Ilof Ildirect liforeign
llinvestment. [IThat Ilvolume Ilis Ilin Illpress.
IIThe llsubject Ilof Ilithe 111999 llconference,
Ithosted llby Iithe 1INBER Ilin IlHawaii, llwas
IImacroeconomic llaspects llof Ildirect Ilforeign
Ilinvestment. 11The 112000 Ilconference, Ilto Ilbe
Itheld Ilin [1Seoul, Hwill Ilhave litrade Ilin
llservices llas llits I1theme. I1Each llseminar Ilhas
llproved Ilhighly Ilstimulating Hlin Iilluminating
lithe Illmany Ilsimilarities Ilthat Ilarise llacross
llthe lleconomies Ilof llEast IlAsia Iland llthe
IlUnited [IIStates. [IResearchers Ilfrom llthe
Iparticipating llcountries Ilalso Ilbenefit Ilfrom
I1the Iladditional llinsights Ilthey Ilachieve Ilwhen
llcontrasting Ilthe Ilcircumstances Ilin lltheir
llown Ilcountries Ilwith llthose Ilof llothers.

Global INHistory llof IIMarketing Iland 11Mass
I1Consumption

Mass llconsumption

"Mass IIProduction” Ilwas Ila llterm Ilinvented
llby IllHenry IIFord, Ilthe llauto Ilmaker, Ilin
111926. 1l liBefore llthat, Ilhis Ilsystem Ilof
llassembly-line lImanufacturing Ilwas licalled
I1"Fordism".

The llgenius llof Ilthe 1119th I1Century IlIndustrial
lleconomy llwas llits [lability Ilto Ilboost
Ilproduction, Ilto limaximize Iloutput. 11 1in Ilthe
llearly 1120th [1ICentury IlHenry IlFord lland
llothers Illike 11him llused Ilthe Ilassembly Illine
llto llmaximize Ilproduction Ilto llthe Ilpoint
llwhere Ilthe lleconomy llcould lisimply llout-
produce llthe llability Ilof Ilconsumers Il1to llbuy
lithe llproduct. 11 I1Even Ilif llyou llmade Ilit
llcheaply Il(and IIHenry lIFord Ildid) lithere llwas
lstill IImore lithan llpeople llwanted lito Ilbuy
lor llicould Ilafford.

So llthe llcutting lledge Ilof Ilthe 1120th Ilcentury
Ilindustrial lleconomy Ilwas llbuilt Ilaround
IIboosting llconsumption. Il 11'You Ilhad Ilto llget
llpeople lito Ilbuy llthings. Il Ilincrease lltheir
llwages, llso lithey llicould Ilspend limore, lland
litempt Iithem Ilto Ilbuy Ilstuff Ilthey Ildidn't
llreally Ilneed. 11 lIManufacturers lleven Ilwent
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I1so lIfar llas Ilto llpurposely IImake lla llproduct
I1so Ilthat Ilit Ilwore llout llquickly Ilor Ilseemed
Iloutdated Ilwhen Ilit 1lwas llstill lIfairly linew. I
I1Hence llthe llfashion Ilindustry lland I1"planned
Ilobsolescence” ll(invented Ilby [1lAlfred 1P
[I1Sloan, Ilboss Ilof IlGeneral IIMotors, Ilin
111926). 1l lIManufacturers I1found lithat Ilif lithey
Ilpromoted IImass-consumption, llthey llboosted
lprofits. 1l IIMass-consumption Ilhad Ilto Ilbe
Ildeveloped Ilto llaccompany I1Mass-production.
The Ilfirst Ilmass-consumption Ilitems llwere linot
Ilexpensive llthings Illike llcars Ilor liclothes,
I1but Ilcheap I1things Illike IInewspapers. 11 1IMass
IInewspaper llreadership Ildeveloped llacross llthe
Ilindustrial Ilworld Ilin lithe Illater 1119th
llcentury, lland IImuch Ilof Ilit llbased Ilon
llcheap llnewsprint lland IImass-literacy Ilfrom
l1ithe linew llschool llsystems llwhich Ilhad Ilbeen
llset lup.

The IInewspaper llcirca 111900 llwas llfilled llwith
Iladvertising, Iland Ilrichly-illustrated llstories. 1l

lIStores,  llespecially  lldepartment llstores
IImarketed Ilthemselves Ilvisually llwith listore
Ildisplays lland Ilavish, lHillustrated
Iladvertisements  Ilin  Ilthe  lInewspaper. 1l
IPoliticians Ilhad Ilto Ildo Ilphoto-ops. Il 11The
IImedia Ilpersonality llemerged. 11 llEventually

Ilithe llattention llshifted Ila Illittle Ilfrom llthe
IInewspaper Ilto Ilthe IImovies Iland llthe llradio,
llbut lladvertising Ilremained. Il 1lAdvertising
Ilhappened Ilbefore 111900, Ilbut llafter Ilthat
lldate Ilit llbecame [Ilvery Ilmuch Iimore
Ilimportant lland Ilvital 1lto IImanufacturing. 1l
I1Advertising Ilbecame lla Iltool Ilfor llpromoting
IImass-consumption. Il IIWith 11TV lland lithe
[linternet, Ilwe Ilhave Ilsimply lichanged Ilthe
IImedium, lInot lithe lImessage.
Mass-consumption Ilalso lldepended llupon llthe
llrising Ilprosperity llof Illpeople Ilin lithe
Ilindustrialized llworld, lland Iltheir llability Ilto
llbuy Ilall lithe listuff Ilthat Ilwas llmade lland
Iladvertised. Il 11 Their llprosperity, llto llsome
Ilextent, Ildepended llupon lithe Ilability llof Ila
IImarket llof limass-consumers Ilto llabsorb Ilthe
llproducts llwhich lithe Ilindustries Ilproduced. I
IIThe Illconsumer llkept Ilthe Ilproducer Ilin
Ibusiness, Iland Ilthe Ilbusiness Ilpaid Ilthe
Ilwages llwhich lIfinanced Ilthe llconsumer.

For Ilmost llof Ilthe Ilrest Ilof Ilthe 1120th
llcentury, Ildown Illto Ilthe Illpresent, llthe
Ilifestyle [lof Ilithe Ilindustrial Ilworld Ilhas
Ilbeen Ilone Ilof IImass-consumption. Il [1This
IImass-consumer Ilifestyle Iis lIbeing
llglobalized, lland it llis Ila Ilprofoundly llurban
lithing ~ Il(perhaps  Ilthat  lishould  Ilbe
I1"suburban™).

The Ilevolution Ilof llglobal IImarketing
Whether Ilan Ilorganization lImarkets Ilits 1lgoods

Iland Ilservices Ildomestically llor
Ilinternationally, Ilthe Ildefinition Ilof lImarketing
lIstill llapplies. IIHowever, llthe liscope Ilof
Ilmarketing  Ilis  Ilbroadened Illwhen Ilthe
llorganization Ildecides Ilto [llsell llacross
llinternational ~ Ilboundaries,  Ilthis  Ilbeing

Hprimarily Ildue Ilto lithe Ilnumerous Ilother
Ildimensions Ilwhich llthe llorganization Ilhas Ilto
llaccount lifor. IIFor llexample, llthe
llorganization’s Illanguage llof llbusiness lImay
I1be 11"English", Ilbut Ilit limay Ilhave Ilto Ildo
Ilbusiness Ilin lithe 11"French Illanguage". 11 This
IInot Ilonly Ilrequires lla lltranslation Ilfacility,
llbut Ilthe IlFrench llcultural llconditions Ilhave
lito Ilbe llaccounted Ilfor llas Ilwell. 11Doing
llbusiness 11"the IlFrench llway" Ilmay Illbe
lldifferent Ilfrom Ildoing Ilit II"the 1IEnglish
llway". HThis Ilis lparticularly Iltrue Ilwhen
Ildoing Ilbusiness llwith Ilthe 11Japanese.

Let Ilus, Ilifirstly lldefine II"Marketing” Iland
llthen llsee Ilhow, Illby Ildoing Ilmarketing
Ilacross lImultinational I1boundaries, Ildifferences,
Ilwhere llexisting, llhave Ilto Ilbe llaccounted
lIfor.

S. lICarter Ildefines IImarketing llas:

"The  llprocess llof  Ilbuilding  Illasting
llrelationships Ilthrough llplanning, llexecuting
lland llcontrolling Ilthe llconception, Ilpricing,
llpromotion lland Ildistribution Ilof Ilideas,
llgoods Iland |llservices llto llcreate limutual
llexchange Ilthat Ilsatisfy Ilindividual Iland
Ilorganizational Ilneeds lland Ilobjectives".

The Illong-held Iltenants Ilof Ilmarketing llare
I"customer Ilvalue", Il"competitive lladvantage"
lland I1"focus". IIThis  llmeans  llthat
Ilorganizations Ilhave llto llstudy lithe IImarket,
Ildevelop llproducts Ilor llservices llthat Ilsatisfy
llcustomer llneeds lland llwants, Ildevelop llthe
I"correct” Ilmarketing 1Imix lland llsatisfy Ilits
llown llobjectives Ilas Ilwell llas Illgiving
llcustomer llsatisfaction llon lla llcontinuing
Ilbasis. 1IHowever, Ilit 1lbecame lliclear Ilin llthe
111980s llthat lithis Ildefinition Ilof Ilmarketing
llwas Iltoo llnarrow. IIPreoccupation llwith Ilthe
ltactical llworkings Ilof Ilthe IImarketing Ilmix
Illed Ilto llneglect Ilof Illong lliterm llproduct
Ildevelopment, llso I1"Strategic I1Marketing™ llwas
llborn. 1The llfocus llwas llshifted Ilfrom
llknowing lleverything Ilabout Ilthe llcustomer,
llto llknowing lithe llcustomer Ilin Ila Ilcontext
llwhich Ilincludes llthe llcompetition,
llgovernment Ilpolicy lland Ilregulations, lland
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I1the Ilbroader lleconomic, llsocial Iland Ilpolitical
IImacro lIforces Ilthat Ilshape llthe Ilevolution Ilof
IImarkets. I1In liglobal lImarketing Ilterms Ilthis
IImeans llforging llalliances Il(relationships) llor
Ildeveloping IlInetworks, Ilworking liclosely Ilwith
IThome Ilcountry llgovernment llofficials lland
Ilindustry llcompetitors Ilto llgain Ilaccess llto Ila
Iltarget llmarket. [lAlso llthe limarketing
Ilobjective Ilhas llchanged Ilfrom llone Ilof
Ilsatisfying llorganisational llobjectives Ilto llone
llof Il"stakeholder” Ilbenefits 1I- Ilincluding
llemployees, llsociety, llgovernment Iland Ilso
Ilon. HProfit Ilis Ilstill llessential Ilbut IInot llan
llend Ilin Ilitself.

Strategic  llmarketing  Ilaccording  Ilto
11Wensley 11(1982) I1has Il1been lldefined llas:
"Initiating,  llnegotiating  lland  lImanaging
Ilacceptable llexchange llrelationships lwith I1key
Ilinterest llgroups llor llconstituencies, Ilin Ilthe
Ipursuit lof llsustainable llcompetitive
Iladvantage Ilwithin lispecific IImarkets, llon llthe
llbasis [lof Illong Ilrun llconsumer, llchannel
Iland llother listakeholder Ilfranchise™.

Whether llone Iltakes Ilthe Ildefinition Ilof
II"marketing" Ilor Il"strategic  llmarketing",
I1"marketing" llmust Ilstill llbe Ilregarded llas
IIboth Ila Iliphilosophy Iland lla liset [lof
Ilfunctional Ilactivities. 11As Ila Ilphilosophy
llembracing Ilcustomer Ilvalue Il(or llsatisfaction),
lIplanning Iland llorganising llactivities I1to lImeet
Ilindividual Iland Illorganisational llobjectives,
IImarketing IImust Ilbe Ilinternalised Ilby llall
IImembers Ilof Ilan llorganisation, Ilbecause
Iwithout I1satisfied Ilcustomers I1the
Ilorganisation Ilwill lleventually Ildie. I1As lla
llset llof Iloperational Ilactivities, Ilmarketing
llembraces llselling, lladvertising, lltransporting,
IImarket Ilresearch Iland Ilproduct Ildevelopment
lactivities 1lto Ilname llbut Ila lifew. It llis
Ilimportant 1lto llnote Ilthat lImarketing Ilis IInot
[ljust Ila liphilosophy llor llone llor Ilsome Ilof
Ilthe lloperational llactivities. It Ilis Ilboth. I1In
lIplanning Ilfor Ilmarketing, Ilthe llorganisation
Ilhas 1lto llbasically lldecide Illwhat Ilit Ilis
llgoing Il1to llsell, Ilto Ilwhich litarget limarket
lland lwith llwhat llmarketing Imix Il(product,
Ilplace, Ilpromotion, Ilprice lland llpeople).
[1Although llthese Iltenents llof Ilmarketing
lIplanning lImust llapply Ilanywhere, Ilwhen
IImarketing llacross llnational Ilboundaries, Ilthe

Idifference I1between lldomestic lland
[linternational Ilmarketing lllies Ilalmost llentirely
Ilin l1the lldifferences Ilin lInational
llenvironments llwithin [lwhich llthe llglobal
llprogrammed Ilis llconducted lland llthe

Ildifferences 1lin llthe Ilorganization Iland

llprogrammed  llof Ila  [Ilfirm  lloperating
lIsimultaneously  Ilin  Ildifferent  IInational
IImarkets.

It Ilis llrecognized llthat Ilin lithe I1"postmodern™
llera llof llmarketing, lleven llthe llassumptions
lland Illong llstanding lltenants llof IImarketing
Illike lithe Ilconcepts llof 11"consumer lIneeds",
II"consumer llsovereignty”, Il"target Ilmarkets"
Iland I1"product/market llprocesses” llare Ilbeing
lichallenged. 11 The llemphasis Ilis Iltowards Ilthe
llemergence llof llithe 11"customising llconsumer”,
llthat Ilis, Ilthe Illcustomer llwho Iltakes
llelements Ilof lithe llmarket Ilofferings lland
lImoulds  Ila  llcustomised  Ilconsumption
llexperience llout Ilof llthese. IIEven llifurther,
Ipost IImodernisim, llposts llthat Ilthe Ilconsumer
llwho |Ilis Ilthe llconsumed, Iithe Illultimate
lImarketable Ilimage, Ilis llalso Ilbecoming
Iliberated Ilfrom [lthe llsole Ilrole Illof Ila
llconsumer lland Ilis Ilbecoming lla llproducer.
I This llreveals Ilitself [lin I1the I1desire lIfor Ilthe
llconsumer 1lto Ilbecome [llpart llof Ilthe
llmarketing llprocess Iland Ilto llexperience
Ilimmersion llinto 11"thematic Ilsettings" Ilrather
llthan IImerely Ilto llencounter llproducts. 11So
Ilin llconsuming I1food llproducts lifor llexample,
Iit 11becomes lInot Iljust Ia llcase Ilof Ilsatisfying
IThunger lIneeds, Ilbut Ilalso lican Ilbe llrendered
llas llan Ilimage Il- llproducing llact. IlIn Ilthe
llpost IImodern lImarket Ilplace llithe Ilproduct
Ildoes IInot llproject Hlimages, Ilit lifills Ilimages.
IThis Ilis Itrue Ilin llsome llfoodstuffs. 11The
llconsumption llof 11"designer Ilwater" llor
I1"slimming llfoods” Ilis Ila listatement llof lla
llself Ilimage, llnot Iljust Ila llproduct
llconsuming llact.

Acceptance llof llpostmodern limarketing llaffects
Ildiscussions llof llproducts, Ilpricing,
ladvertising,  Idistribution ~ land  Iplanning.
IHowever, Igiven Ithe Ifact Ithat Ithis Itextbook lis
Iprimarily lwritten lwith ldeveloping leconomies
lin Imind, Iwhere Ithe lenvironmental Iconditions,
Iconsumer Isophistication land Isystems lare Inot
Isuch Ithat lallow la Iquantum lleap Ito
Ipostmodernism, lit lis lintended Ito Imention Ithe
Iconcept lin Ipassing. IFurther Idiscussion lon Ithe
Itopic lis lavailable lin Ithe laccompanying Ilist lof
Ireadings.

When lorganisations Idevelop linto Iglobal
Imarketing lorganisations, Ithey lusually levolve
linto Ithis Ifrom la Irelatively Ismall lexport Ibase.
ISome Ifirms Inever Iget lany Ifurther Ithan Ithe
lexporting Istage. IMarketing loverseas Ican,
Itherefore, Ibe lanywhere lon la Icontinuum lof
I"foreign” Ito I1"global". 1t lis Iwell Ito Inote lat
Ithis Istage Ithat Ithe Iwords I"international”,
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I"multinational™ lor I"global” lare Inow Irather
loutdated Idescriptions. 1In Ifact I"global” Ihas
Ireplaced Ithe lother Iterms Ito lall lintents land
Ipurposes. I"Foreign™  Imarketing  Imeans
Imarketing lin lan lenvironment Idifferent Ifrom
Ithe lhome Ibase, lit's Ibasic Iform Ibeing
I"exporting"”. 10ver Itime, Ithis Imay levolve linto
lan loperating Imarket Irather Ithan la Iforeign
Imarket. 10ne Isuch lexample lis Ithe IPreferential
ITrade 1Area I(PTA) lin IEastern land ISouthern
IAfrica lwhere linvolved Icountries Ican Itrade
linter-regionally ~ lunder  Icertain  lcommon
Imodalities. 1Another lexample lis Ithe I1Cold
IStorage ICompany lof 1Zimbabwe.

Case 11.1 ICold IStorage ICompany IOf
1Zimbabwe

The ICold IStorage ICompany I(CSC) lof
IZimbabwe, levolved lin 11995, lout lof Ithe 1Cold
IStorage ICommission. IThe llatter, Ifor Imany
lyears, Ihad Ibeen Ithe Iparastatal I(or Inationalised
Icompany) lwith Ithe Imandate Ito Imarket Imeat
lin 1Zimbabwe. IHowever, Ithe ICSC llost lits
Imonopoly lunder Ithe 1Zimbabwean IEconomic
IReform IProgramme lof 11990-95, Iwhich Isaw
Ithe lintroduction lof Imany Iprivate labattoirs.
IDuring lits Imonopoly lyears Ithe ICSC lhad Ibuilt
Ifive Imodern labattoirs, la Inumber lof Iwhich
Iwere lup Ito IEuropean IUnion Irating. lln
laddition, land las la Idriving Iforce Ito Ithe
Ibuilding lof IEU Irated labattoirs, Ithe ICSC lhad
lobtained la 19000 Itonnes Ibeef Iquota lin Ithe
IEU. IMost lof Ithe Imeat Iwent lout lunder Ithe
lauspices lof Ithe IBotswana IMeat ICommission.
IFor Imany lyears, Ithe Iquota lhad Ibeen la
Isource lof Ivolume land Irevenue, la lsource
Iwhich lis Istill Icontinuing. lIn Ithis lway, Ithe
ICSC's lexporting lof Ibeef Ito Ithe IEU lis Isuch
Ithat Ithe IEU Ican Ino Ilonger Ibe Iconsidered las
I" IForeign™ Ibut lan 1"Operating" Imarket.

0 lin I"global Imarketing” Ithe Imodus loperandi
lis lvery Idifferent. IOrganisations Ibegin Ito
Idevelop land Irun loperations lin Ithe Itargeted
Icountry lor Icountries loutside lof Ithe Idomestic
lone. lIn Ipractice, lorganisations levolve land
ITable 11.1 loutlines la Itypology lof Iterms lwhich
Idescribes Ithe Icharacteristics lof Icompanies lat
Idifferent Istages lin Ithe Iprocess lof levolving
Ifrom Idomestic Ito Iglobal lenterprises.

The Ifour Istages lare las Ifollows:

1. IStage lone: Idomestic lin Ifocus, lwith lall
lactivity lconcentrated lin Ithe lhome Imarket.
IWhilst Imany lorganisations Ican Isurvive llike
Ithis, Ifor lexample Iraw Imilk Imarketing, Isolely
Idomestically  loriented  lorganisations  lare
Iprobably Idoomed Ito Illong Iterm Ifailure.

2. IStage Itwo: Ihome Ifocus, Ibut lwith lexports
I(ethnocentric). IProbably Ibelieves lonly lin
Ihome Ivalues, Ibut Icreates lan lexport Idivision.
IUsually Iripe Ifor Ithe Itaking lby Istage Ifour
lorganisations.

3. IStage Ithree: Istage Itwo lorganisations Iwhich
Irealise Ithat Ithey Imust ladapt Itheir Imarketing
Imixes Ito loverseas loperations. IThe Ifocus
Iswitches Ito Imultinational I(polycentric) land
ladaption Ibecomes Iparamount.

4. IStage Ifour: Iglobal lorganisations Iwhich
Icreate lvalue by lextending Iproducts land
Iprogrammes land Ifocus lon lIserving lemerging
Iglobal Imarkets I(geocentric). IThis linvolves
Irecognising Ithat Imarkets laround Ithe lworld
Iconsist lof Isimilarities land Idifferences land Ithat
lit lis Ipossible Ito Idevelop la Iglobal Istrategy
Ibased lon Isimilarities Ito lobtain Iscale
leconomies, Ibut lalso Irecognises land Iresponds
Ito Icost leffective Idifferences. llts Istrategies lare
la Icombination lof lextension, ladaptation land
Icreation. It lis lunpredictable lin Ibehaviour land
lalways lalert Ito lopportunities.

There lis Ino Itime Ilimit lon Ithe levolution
Iprocess. 1In Isome lindustries, llike Ihorticulture,
Ithe Iprocess Ican Ibe Ivery Iquick.

Table 11.1 IStages lof ldomestic Ito Iglobal
levolution
Manage |[Stage |[Stage Stage Stage

ment lone |[lItwo Ithree Ifour

lemphasi (IDome |lInternati{lMultinat |IGlobal

S stic onal ional

Focus Domes |Ethnocent |Polycentri |Geocentri
tic ric c c

Marketing|Domes |Extension |[Adaption |Extension
Istrategy |tic
Structure |Domes |Internatio |Worldwid |Adaption
tic nal e larea Icreation
Imatrix/m
ixed

Managem |Domes |Centralise |Decentrali |Integrated

ent Istyle [tic d Itop|sed
Idown Ibottom
lup
Manufact |Mainly |Mainly  |Host Lowest
uring Idomes |Idomestic |Icountry (Icost
Istance |tic Iworldwi
de
Investmen|Domes [Domestic |Mainly lin|Cross
t Ipolicy [tic lused leach Isubsidiza
Iworldwid |lhost tion
e Icountry

Performa |Domes |[Against |Each lhost\Worldwid
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nce tic lhome Icountry e Itrading land lexchanging Iwith lothers lin Ithe
levaluatio [Imarket{lcountry (Imarket Imarket Iplace. IToday Ithere lare la Ivariety lof
n Ishare |Imarket |Ishare Ispreedsheets Ithat lone Ican luse Ito Icalculate
Ishare Icomparative ladvantage, lone Isuch lis Ithat lof
Ithe IFood land IAgriculture IOrganization I(FAO).
Factors Iwhich lhave lled Ito ICalculation lof Icomparative ladvantage lis las

linternationalization

There lhave Ibeen Imany lunderlying Iforces,
Iconcepts land Itheories Iwhich Ihave lemerged las
Igiving  Ipolitical  lexplanation  Ito  Ithe
Idevelopment lof linternational Itrade.
IRemarkably, Idespite Ithe Itrend Ito Iworld
linterdependency, Isome Icountries Ilhave Ibeen
lless linvolved Ithan lothers. IThe IUSA, Ifor
lexample, lhas la Iremarkably Ipoor lexport
Irecord. 1About 12000 I1US Icompanies lonly
laccount Ifor Imore Ithan 170% lof 1US
Imanufacturer's lexports. 1This lhas Ibeen Imainly
Idue Ito lits lhuge Istatewide Idomestic Imarket,
Iwhich lis lalmost Itantamount Ito I"international
Itrade”, Ifor lexample, ICalifornian Ifruit Ibeing
Isold Ithree Ithousand Ikilometres laway lin INew
IJersey. 1Japan Ihas Irisen Ifast Ito Idominate Ithe
lexport Irankings, Iwith Icountries lof 1Africa
Istruggling Ito Imake la Isignificant Imark, Imainly
Ibecause lof Itheir lemphasis lon lexporting
Iprimary Iproducts. IThis lIsection Iwill Ibriefly
lexamine Ithe Iforces Iwhich Ilhave Ibeen
linstrumental lin Ithe Idevelopment lof Iworld
Itrade.

Theoretical lapproaches

These linclude Ithe Itheory lof Icomparative
ladvantage Idescribed lin Ithe Ibook IWealth lof
INations I(Adam ISmith) land IDavid IRicardo),
Ithe Iproduct Itrade Icycle I(Raymond IVernon)
land 1The IBusiness IOrientation I(Howard
IPerImutter).

The Itheory lof Icomparative ladvantage:

The Itheory Ican lIbe Irelatively Icomplex land
Idifficult Ito lunderstand Ibut Istated Isimply Ithis
Itheory lis la Idemonstration I(under lassumptions)
Ithat la Icountry Ican Igain Ifrom Itrade leven lif lit
lhas lan labsolute Idisadvantage lin Ithe
Iproduction lof lall Igoods, lor lit Ican Igain Ifrom
Itrade leven lif lit Ihas lan labsolute ladvantage lin
Ithe Iproduction lof lall Igoods. IEven Ithough la
Icountry lhas lan labsolute Iproduction ladvantage
lit Imay Ibe Ibetter Ito Iconcentrate lon lits
Icomparative ladvantage. ITo Icalculate Ithe
Icomparative ladvantage lone lhas Ito Icompare
Ithe Iproduction Iratios, land Imake Ithe
lassumption Ithat Ithe lone Icountry Itotally
Ispecialises lin lone Iproduct. ITo Imaximise Ithe
Iwellbeing lof Iboth lindividuals land Icountries,
Icountries lare Ibetter loff Ispecialising lin Itheir
larea lof Icompetitive ladvantage land Ithen

Ifollows:

Example

It Imay lbe lassumed Ithat IHolland lis Imore
lefficient lin Ithe Iproduction lof Iflowers Ithan
IKenya. IYet IKenya Isucceeds lin lexporting
Ithousands lof Itonnes lof Iflowers Ito IEurope
levery lyear. IKenya Iflower Igrowers ISulmac
land IOserian lhave lachieved llegendary
Ireputations, lin Ithe Isupply lof Ifresh Icut
Iflowers Ito IEurope, IHow?

Take Ithe Isimple Itwo Icountry I- Itwo Iproduct
Imodel lof Icomparative ladvantage. IEurope
Igrows lapples land 1South 1Africa loranges, Ithese
lare Itwo Iproducts, Iboth lundifferentiated land
Iproduced Iwith Iproduction lunits Iwhich lare la
Imixture lof Iland, llabour land Icapital. ITo luse
Ithe Isame Iproduction lunits 1South IAfrica Ican
Iproduce 1100 lapples land Ino loranges, land
IEurope Ican Iproduce 180 lapples land Ino
loranges. 1At Ithe lother lextreme ISouth 1Africa
Ican Iproduce Ino lapples land 150 loranges land
IEurope Ino lapples land 130 loranges. INow lif
Ithe Itwo Icountries Ispecialise land Itrade Ithe
Iposition lis las Ifollows:

Product (South IAfrica Europe

Produc|impo|Consu [Produc|impo|Consu
tion |rts |mers (tion |rts |mers

Apples |0 30 (30 80 30 |50
1(000's)

Oranges (50 14 (36 30 14 |44
1(000's)

The Itrading Iprice 30:14 1=2.14= 11

lis lapples lorange
14:30 1= 14.67=11 lapple
loranges

So lin lapples, ISouth 1Africa Ihas lan ladvantage
lof 11.25 1(100/80) Ibut lin loranges 11.67 1(50/30).
ISo ISouth 1Africa Ishould Iconcentrate lon Ithe
Iproduction lof loranges las lits Icomparative
ladvantage lis Igreatest lhere. IUnfortunately Ithe
Itheory lassumes Ithat Iproduction Icosts Iremain
Irelatively Istatic. IHowever, lit lis la Iwell Iknown
Ifact Ithat lincreased Ivolumes Iresult, lusually, lin
llower Icosts. lindeed, Ithe IBoston IConsulting
IGroup lobserved Ithis Iphenomenon, lin Ithe Iso
Icalled I"experience Icurve™ leffect lconcept. IAnd
lit lis Inot lonly I"production” Irelated Ibut 1"all
lexperience" Irelated; lincluding Imarketing. 1The
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IBoston IConsulting Igroup lobserved Ithat las lan
lorganisation lgains lexperience lin Iproduction
land Imarketing Ithe Igreater Ithe Ireduction lin
Icosts. IThe Itheory lof Icomparative ladvantage
lalso lignores Iproduct land Iprogramme
Idifferentiation.  IConsumers Ido Inot lbuy
Iproducts Ibased lonly lon Ithe llowest Icosts lof
Iproduction. Ilmage, Iquality, Ireliability lof
Idelivery land lother Itangible land Inon Itangible
Ifactors Icome linto Iplay. IKenyans Imay Iwell Ibe
Iprepared Ito Ipay lextra Ifor limported IFrench lor
ISouth IAfrican Iwines, las Ithe llocally Iproduced
Ipaw Ipaw Iwine Imay Ibe Imuch linferior.

The Iproduct Itrade Icycle:

The Imodel Idescribes Ithe Irelationship Ibetween
Ithe Iproduct llife Icycle, Itrade land linvestment
I(see Ifigure 11.1) land lis lattributable Ito 1\Venon®
1(1966)

The linternational Iproduct Itrade Icycle Imodel
Isuggests Ithat Imany Iproducts Igo Ithrough la
Icycle Iduring Iwhich lhigh-income, Imass
Iconsumption Icountries Iwhich lare linitial
lexporters, llose Itheir lexport Imarkets land
Ifinally Ibecome limporters lof Ithe Iproduct. 1At
Ithe Isame Itime lother Icountries, Iparticularly
lless Ideveloped Ibut Inot lexclusively Iso, Ishift
Ifrom Ibeing limporters Ito lexporters. IThese
Istages lare Ireflected lin Ifigure 11.1.

Figure 11.1 linternational Iproduct Itrade Icycle
From la lhigh lincome Icountry Ipoint lof lview
Iphase 11 linvolves lexporting, Ibased lon
Idomestic Iproduct Istrength land Isurplus-to
Iphase 12, Iwhen Iforeign Iproduction Ibegins, Ito
Iphase 13 Iwhen Iproduction lin Ithe Iforeign
Icountry Ibecomes Icompetitive, Ito Iphase 14
Iwhen limport lcompetition Ibegins. 1The
lassumption lbehind Ithis Icycle lis Ithat Inew
Iproducts lare Ifirstly llaunched lin lhigh lincome
Imarkets Ibecause la) Ithere lis Imost Ipotential
land 1b) Ithe Iproduct lIcan Ibe Itested Ibest
Idomestically Inear lits Isource lof Iproduction.
IThus Inew Iproducts Igenerally lemanate Ifrom
Ihigh lincome Icountries land, lover Itime, lorders
Ibegin Ito Ibe Isolicited Ifrom Illower lincome
Icountries land Iso la Ithriving lexport Imarket
Idevelops. IHigh lincome lcountry lentrepreneurs
Iquickly Irealise Ithat Ithe Imarkets Ito Iwhich
Ithey lare Iselling loften Ihave Ilower Iproduction
Icosts land Iso lIproduction lis linitiated labroad
Ifor Ithe Inew lproducts, Iso Istarts Ithe Isecond
Istage.

In Ithe Isecond Istage lof Ithe Icycle, Iforeign land
Ihigh lincome Icountry Iproduction Ibegins Ito
Isupply Ithe Isame lexport Imarket. 1As Iforeign
Iproducers Ibegin Ito lexpand land lgain Imore
lexperience, Itheir lcompetition Idisplaces Ithe

Ihigh lincome lexport Iproduction Isource. 1At Ithis
Ipoint Thigh lincome Icountries loften ldecide Ito
linvest lin Iforeign lcountries Ito Iprotect Itheir
Ishare. 1As Iforeign Iproducers lexpand, Itheir
Igrowing leconomies lof Iscale Imake Ithem la
Icompetitive Isource Ifor Ithird Icountry Imarkets
Iwhere Ithey Icompete Iwith lhigh lincome
lexporters. IThe Ifinal Iphase lof Ithe Icycle
loccurs Iwhen Ithe Iforeign Iproducer lachieves
Isuch la Iscale land lexperience Ithat lit Istarts
lexporting Ito Ithe loriginal Thigh lincome
Iproducer lat la Iproduction Icost lower Ithan lits
loriginal Thigh lincome Iproducer lat la Iproduction
Icost llower Ithan lits loriginal Ihigh lincome
Isupplier. IHigh lincome Iproducers, lonce
lenjoying la Imonopoly lin Itheir lown Imarket,
Inow Iface Icompetition lat Thome.

The Icycle Icontinues las Ithe Iproduction
Icapability lin Ithe Iproduct lextends Ifrom lother
ladvanced Icountries Ito lless Ideveloped Icountries
lat Thome, Ithen lin linternational Itrade, land
Ifinally, lin lother ladvanced Icountries lhome
Imarkets.

Case 11.2 IUK ITextiles

There lare Inumerous lexamples lof Ithe
lInternational Iproduct Itrade Icycle lin laction.
INon Imore Ithan Ithe Itextiles lindustry, Ispecially
Icotton. IIn Ithe learly land Imid Itwentieth
Icentury Ithe TUK Iwas la Imajor Iproducer lof
Icotton Itextile Imaterials, Iprimarily Ibased lon lits
laccess Ito Icheap Iraw Imaterials Ifrom lits
ICommonwealth Icountries land lits Irelatively
Icheap Ilabour. IHowever, lits Iformer Icolonies
llike lIndia, IPakistan land Icertain IAfrican
Icountries, lwhich lwere Isources lof Icotton lin
Ithemselves Irealised Ithat Ithey Ihad Ithe Illabour
land Imaterials lon Itheir Idoorstep Iconducive Ito
Idomestic Iproduction. IThey lbegan Ito Ido Iso.
ISuch lwas Itheir Isuccess lin Isupplying Itheir
lown lhuge Imarkets Ithat Itheir Iproduction Icosts
Idropped Idramatically Iwith Igrowing leconomies
lof Iscale.

Soon Ithey Iwere lable Ito Isupport Icloth land
Ifinished Igood Iback Ito Ithe IUK, lwhich Iby
Inow Ihad lexperienced Igrowing Iproduction
Icosts Idue Ito Irising llabour Icosts land Ifailing
Imarket Ishare. INow Ithe IUK Ihas llittle Icotton
Imaterials Iproduction land lit Iserved lby Imany
Icountries lover Ithe Iworld, lincluding lits Iformer
Icolonies land ICommonwealth Icountries.

Whilst Ithe lunderlying lassumption Ibehind Ithe
lInternational IProduct 1Trade ICycle lis Ithat Ithe
Icycle Ibegins Iwith Ithe lexport lof Inew Iproduct
lideas Ifrom lhigh lincome Icountries Ito llow
lincome limporters, Ithen llow lincome Icountries
Ibegin Iproduction lof Ithe Iproduct letc., Ithings
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Ido Inot lalways Iturn lout las Ithe Icycle Isuggests.
ISometimes la lhigh lor leven Illow lincome
lexporter Imay Iput la Iproduct linto la lhigh/low
lincome Icountry Iwhich lis Isimply lunable Ito
Irespond. IIn Ithis Icase, Ithe ITrade ICycle Iceases
Ito Ibe Ithe lunderpinning lconcept. IThis Imay Ibe
Idue Ito la Inumber lof Ifactors llike llack lof
laccess Ito Icapital Ito Ibuild Ithe Ifacilities Ito
Irespond Ito Ithe limport, llack lof Iskills, lor Ithat
Ithe Icosts lof llocal Iproduction Icannot Iget
Idown Ito Ithe llevel lof Icosts lof Ithe limported
Iproduct. IIn Ithis Icase, lIproduct Isubstitution
Ibetween Ithe lexporter land limporter Imay lalso
Itake Iplace. 1A Iclassic lexample lof Ithis
Iphenomenon lis Ithe Icase lof IZimbabwe ISun
Isplash Ifruit ljuice Idrinks.

Case 11.3 ISun Isplash 1Zimbabwe

Sun Isplash, lbased lin IMasvingo, 1Zimbabwe
Ihad, Isince 11984, Iprocessed la Ivariety lof Ifruit
ljuices Ifor Ithe IZimbabwean Imarket. IWhen
IZimbabwe lembarked lon lits IWorld IBank
Isponsored Istructural ladjustment Iprogrammed
lin 11990, IZimbabwe Isteadily Imoved Ifrom la
Icommand Ito la Imarket leconomy, Ipart lof
Iwhich lallowed Iforeign limporters.

In la Ishort Ispace lof Itime, Imarket Ishare Ifor
ISun Isplash Ifell Ifrom I1 Imillion lliters lannually
Ito la Imere 1400 1000 lliters. 10n Ithis Ireduced
Ivolume, Icoupled Iwith Ihigher Itransport lcosts,
Ithe Icompany Isimply Icould Inot Icompete land
Iclosed lits Idoors lin 1January 11995. IHowever
Ireduction lin lincome land Itransport lcosts Iwere
Inot Ithe lonly Iproblems. IExpenses llike Ihigh-
interest Irates Iwere lan linhibiting Ifactor. 1The
Icompany Ineeded Ito Imake Ithe Itransition Ito
laseptic Ipackaging Iwhich lwould lalleviate Ithe
Ineed Ifor Ichemical Ipreservations land lenhance
lunrefrigerated Ishelf llife. 1The Inew Ipackaging
Iwould Ihave Igreatly lenhanced Ithe Iproduct land
Igenerated lexport Ipotential. IHowever, Icashflow
Iconstraints Iwithin Ithe Iholding Icompany,
I(AFDIS), Icoupled Iwith Ihigh-interest Irates
Imade Ithe 1$5,8 Imillion linvestment lunviable.

The lorientation lof Imanagement:

Perlmutter' 1(1967) lidentified Ithe Idistinctive
["orientations” lof Ithe Imanagement lof
linternational  lorganizations. IHis I"EPRG"
Ischeme lidentified Ifour Itypes lof lattitudes lor
lorientations lassociated Iwith Isuccessive Istages
lin Ithe levolution lof linternational loperations.

- IEthnocentrism I- Thome Icountry lorientation I-
lexporting Isurplus.

- IPolycentrism I- lhost Icountry lorientation I-
Isubsidiary loperation.

- IRegiocentrism |- Iregional lorientation I- Iworld
Imarket Istrategies.

IEgocentrism 1- Iworld lorientation 1- lIworld
Imarket Istrategies.
The llatter Itwo lare Ibased lon Isimilarities land
Idifferences lin Imarkets, Icapitalizing lon
Isimilarities Ito lobtain Icost Ibenefits, Ibut
Irecognizing Idifferences.

Market Iforces land ldevelopment

Over Ithe llast Ifew Idecades linternationalism Ihas
Igrown Ibecause lof la Inumber lof Imarket
Ifactors Iwhich lhave Ibeen Idriving Idevelopment
Iforward, lover land labove Ithose Ifactors Iwhich
Ilhave Ibeen lattempting Ito Irestrain lit. IThese
linclude Imarket land Imarketing Irelated
Ivariables.

Many Iglobal lopportunities Ihave larisen Ibecause
lof Ithe Iclustering lof Imarket lopportunities
Iworldwide. 1Organizations Ihave Ifound Ithat
Isimilar Ibasic Isegments lexist Iworldwide land,
Itherefore, Ican Ibe Imet Iwith la Iglobal
lorientation. ICotton, las lan lingredient Ilin
Ishirting’s, Isuiting’s, land lcurtain Imaterial lcan
Ibe Iglobally Imarketed las Inatural land
Ifashionable. 10ne Ican Isee lin Ithe Istreets lof
INew I'York, ILondon, IKuala ILumper lor IHarare,
Iyouth lwith Ithe Isame Istyle land Ibrand lof
Ibasketball Ishirts lor IAmerican IFootball Ishorts.
ICoca ICola Ican Ibe luniversally ladvertised las
I"Adds ILife" lor lappeal Ito la Ibasic linstinct 1"
IYou Ican't Ibeat Ithe IFeeling™ lor 1"Come lalive"
las Iwith Ithe Icase lof IPepsi. I0ne Ican lquestion
I"what Ifeeling?"”, lbut Ithat lis Inot Ithe Ipoint.
IThe Imore Iculturally lunbounded Ithe Iproduct
lis, Ithe Imore la Iglobal Iclustering lIcan Itake
Iplace land Ithe Imore la Istandardized lapproach
Ican Ibe Imade lin Ithe Idesign lof Imarketing
Iprogrammed.

This Istandardized lapproach Ican Ibe laided land
labetted Iwith Itechnology. ITechnology lhas Ibeen
lone lof Ithe Isingle Imost Ipowerful Idriving
Iforces Ito linternationalism.  IRarely lis
Itechnology lculturally Ibound. 1A Inew Ipesticide
lis lavailable lalmost Iglobally Ito lany
lagricultural lorganisation las llong las lit Ihas Ithe
Imeans Ito Ibuy lit. 1Computers lin lagriculture
land lother lapplications lare lused luniversally
Iwith 11BM land IMacintosh Ibecoming Ihousehold
Inames. IThe Ineed Ito Irecoup llarge Icosts lof
Iresearch land ldevelopment lin Inew Iproducts
Imay Iforce lorganisations Ito llook lat Iglobal
Imarkets Ito Irecoup Itheir linvestment. IThis lis
Icertainly Itrue lof Imany lveterinary Iproducts.
IGlobal Ivolumes lallow Icontinuing linvestment
lin IR 1& ID, Ithus lhelping Ifirms Ito limprove
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Iquality. IFarm Imachinery, Ifor lexample,
Irequires Ivolume Ito Igenerate Iprofits Ifor Ithe
Idevelopment lof Inew Iproducts.

Communications land Itransport lare Ishrinking
Ithe Iglobal Imarket Iplace. IValue ladded
Imanufacturers llike ICadbury, INestlé, 1Kelloggs,
IBeyer, INorsk IHydro, IMassey IFerguson land
IICI Ifind Ithemselves 1"under Ipressure” Ifrom
Ithe Imarket Iplace land Idistributors lalike Ito
Iposition Itheir Ibrands Iglobally. IIn Imany Icases
Ithis Imay Imean lan ladaption lin ladvertising
lappeals lor Imessages las Iwell las Ipackaging
land linstructions. INestle Iwill Inot Ibe lin la
lhurry Ito Irepeat lits Idisastrous lexperience lof
Ithe I"Infant Iformula™ Isaga, Iwhereby lit Ifailed
Ito Irealise Ithat Ithe lability Ito Ifind, Iboiled
Iwater Ifor lits Ipreparations, Icoupled lwith Ithe
lliteracy llevel 1Ito Iread Ithe linstructions
Iproperly, Iwere Inot luniversal Iphenomenon.
Marketing Iglobally lalso Iprovides Ithe Imarketer
Iwith Ifive Itypes lof I"leverage™ lor I"advantages”,
Ithose lof lexperience, Iscale, Iresource lutilisation
land Iglobal Istrategy. 1A Imulti-product Iglobal
Igiant llike INestle’, Iwith lover 1£10 Ibillion
Iturnover lannually, loperates lin 1so Imany
Imarkets, Ibuys Iso Imuch Iraw Imaterial Ifrom la
Ivariety lof loutgrowers lof Idifferent Isizes, Ithat
lits linternational lleverage lis lhuge. IIf it
Iconsumes la Ithird lof Ithe Iworld's Icocoa loutput
lannually, Ithen lit lis lin la Iposition Ito Idominate
Iterms. IThis lalso Ihas lits Idangers.

The Igreatest Ilift Ito lproducers lof Iraw
lagricultural lproducts lhas Ibeen Ithe lalmost
luniversal Inecessity I1to Iconsume Itheir Iproduce.
I1f lone Iconsiders Ithe Iwhole Irange lof Imaterials
Ifrom Itheir Iraw Ito Ivalue ladded Istate Ithere lis
Ihardly la Imarket Isegment Iwhich Icannot Ibe
Itapped Iglobally. ITake, Ifor lexample, loranges.
INot lonly lare IBrazilian, Ilsraeli, 1South 1African
land ISpanish loranges lin Idemand lin Itheir Iraw
Istate Iworldwide, Ibut Itheir ldownstream
Idevelopments lare lequally lin Idemand. 10range
ljuice, Iconcentrates, Isegments land lorange
Ipigments lare Iglobally Idemanded. lIn laddition
Ithe lancillary lproducts land Iservices Irequired
Ito Imake Ithe lorange lindustry Iwork, Ifind
Ithemselves lequally lin Iglobal Ildemand. ISo
linsecticides, Ichemicals, Imachinery, Itransport
Iservices, Ifinancial linstitutions, lwarehousing,
Ipackaging land la Iwhole Irange lof lother
Iproduction land Imarketing Iservices lare lin
Idemand, Imany Iprovided Iby Iglobal
lorganisations llike IBeyer, IBritish 1Airways land
IBarclays IBank. 1Of Icourse, Imany Iraw
Imaterials lare lat Ithe Imercy lof lworld Iprices,
land Iso Imany Ideveloping Icountries Ifind

Ithemselves lat Ithe Imercy lof Isupply land
Idemand Ifluctuations. IBut Ithis Ihighlights lone
limportant Iglobal Ilesson I- Ithe Ineed Ito Istudy
Imarkets  Icarefully.  ITobacco  Iproducing
Icountries lof Ithe Iworld lare Ifinding Ithis lout.
IWith la Igrowing Itrend laway Ifrom Itobacco
Iproducts lin Ithe Iwest, Inew Imarkets lor
lincreasing Ivolumes linto Iconsuming Imarkets
Ihave Ito Ibe Iprospected land Ideveloped. IMany
lagricultural lcommaodities Itake Itime Ito Imature.
IAN lorange Igrove Iwill Imature lafter Ifive lyears.
IBy Ithat Itime lanother Icountry Imay Iplant lor
lhave lits Itrees Imature. IUnless Ithese
Idevelopments lare Ipicked lup Iby Iglobal
lintelligence Ithe Iplans Ifor la Ibig Iprofit Imay
Ibe Inot Irealised las Ithe lextra lvolume Isupplied
Idepresses lprices. 1This Ihappened lin 11993/94
Iwith Ithe IMalawian land IZimbabwean Itobacco
Icompanies. IThe lunexpected Irelease lof IChinese
Itobacco Idepressed Ithe Itobacco Iprice Iwell
Ibelow lexpectations, lleaving Ifarms Iwith Istock
land llarge linterest Icarrying Iproduction lloans.

A Inumber lof Isuppliers lof lagricultural Iproduce
Ican Itake ladvantage lof I"off Iseason™ lin lother
Icountries, lor Ithe Ifact Ithat Ithey Iproduce
Ispeciality Iproducts. IThis lis Ithe lway Iby Iwhich
Imany IEast IAfrican land ISouth |American
Iproducers lestablished Ithemselves lin IEurope
land Ithe IUSA Irespectively. IIn Ifact Ithe Icase
lof IKenya lvegetables Ito IEurope lis la Iclassic,
Icovering Imany lof Ithe Ifactors Iwhich lhave ljust
Ibeen Idiscussed-improved ltechnology, lemerging
Iglobal Isegments, Ishrinking lcommunications
Igaps land Ithe Idrive Ito Idiversify Iproduct
Iranges.

Case 11.4 IKenya 10Off ISeason 1Vegetables
Kenya's lexport lof loff Iseason land Ispeciality
Ivegetables lhas Ibeen Isuch Ithat Ifrom 11957 Ito
Ithe learly 11990s lexports Ihave Igrown lIto 126
1000 Itonnes Iper lannum. IKenya Itook ladvantage
lof:

a) lincreased lhealth Iconsciousness, lincreased
laffluence land Iforeign Itravel lof [West
IEuropean Iconsumers;

b) limproved Itechnologies land Idistribution
larrangements Ifor Ifresh Iproducts lin IWestern
IEurope;

c) Ithe lemergence Ilof Illarge limmigrant
Ipopulations lin Iseveral IEuropean Icountries:

d) Iprogrammes lof Idiversification lby
lagricultural lexport Icountries land

e) lincreased luplift Ifacilities land Icold Istore
Itechnologies Ibetween IEurope land 1Kenya.
Exports Istarted lin 11957, lvia Ithe IHorticultural
ICooperation 1Union, Iwhich Ipioneered Ithe
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IEuropean 1"off Iseason" Itrade Iby Isending Ismall
Iconsignments lof Igreen Ibeans, Isweet Ipeppers,
Ichillies land lother Icommodities Ito la ILondon
Ibased Ibroker Iwho Isold Ithem Ito lup Imarket
Ihotels, Irestaurants land Idepartment Istores.
IFrom Ithese Ibeginnings IKenya lhas Icontinued
Ito Igive Ihigh lquality, Thigh Ivalue Icommodities,
Iservicing  Iniche  Imarkets. IUnder Ithe
Icolonialists, Iproduction Iremained Ismall, lunder
Ithe Imisguided Ireasoning Ithat IKenya Iwas Itoo
Ifar Ifrom Imajor Imarkets. 1So lirrigation Ifor
Iproduction Iwas Ilimited land Ithe Imarkets
Iserved Iwere Itourists land Ithe Isettlers lin
IKenya litseff.

The 11970s Isaw lan lincreased Itrade las Iprivate
linvestment lin lirrigation lexpanded, land lair
Ifreight Ispace lincreased, Ithe lintroduction lof
Iwide Ibodied laircraft, land Itrading Irelationships
Igrew Iwith IEuropean Idistributors. IKenya,
lemerged las la Imajor Isupplier lof Thigh Iquality
Isweet Ipeppers, lcourgettes land IFrench Ibeans
land la Imajor Isupplier lof I"Asian" lvegetables
I(okra, Ichillies letc.) Ito Ithe IUK Igrowing
limmigrant Ipopulation. 1Kenya Iwas Ifavoured
Ibecause lof lits lability Ito Isupply lall lyear
Iround 1- la Icompetitive ledge lover lother
Isuppliers. IWhilst Ithe ITUK Idominated, IKenya
Ibegan Isupplying Ito lother IEuropean Imarkets.
Kenya's lcomparative ladvantage Iwas Ibased lon
lits llow Ilabour Icosts, Ithe lcountry's Ilocation
land lits Idiverse lagro-ecological Iconditions.
IThese Ifacilitated Ithe Idevelopment lof la
Idiversified Iproduct Irange, lall lyear Iround
Isupply land Ibetter lqualities Idue Ito Ilabour
lintensity lat Iharvest Itime. IKenya's lairfreight
Icosts lwere Ikept llow Idue Ito Igovernment
lintervention, Ibut lower Icosts lof Iproduction
Iwere Inot lits Istrength.

This Ilay lin lits lability Ifor Icontinuance lof
Isupply, Ibetter Iquality land IKenyan Iknowledge
lof Ithe IEuropean limmigrant Ipopulation.
IKenya's Irapidly Igrowing ltourist Itrade lalso
laccelerated lits Icanning lindustry land Iwas lable
Ito Itake Isurplus Iproduction.

In Ithe 11980's IKenya lhad lits lups land Idowns.
IWhilst llosing lout lon Itemperature lvegetables
I(courgettes letc) Ito Ilower Icost IMediterranean
Icountries, lit lincreased lits Ishare lin IFrench
Ibeans land lother Ispeciality lvegetables
Isignificantly lgetting Idirect lentry linto Ithe
Isupermarket Ichains land lalso IKenya Ibroke
linto Itropical Ifruits land Icut Iflowers I- la Imajor
Isuccess. IWith  Ithe Idevelopment land
lorganisation lor Imany Ismall 1"outgrowers",
Ichannelled linto Ithe lexport Imarket land Ithus
Iwidening Ithe lexport Ibase, Ithe lindustry Inow

Iprovides lan limportant Isource lof lincome land
lemployment. 1t lalso lhas la Ihighly Ideveloped
linformation Isystem, Icoordinated Ithough Ithe
IKenya IHorticultural  ICrops IDevelopment
IAuthority.

Kenya lis Ithus la Iclassic Icase lin lits lexport
Ivegetable lindustry lof Itaking ladvantage lof
Iglobal Imarket Iforces. IHowever, Ift lhas Ito
llook Ito lits laurels las IZimbabwe lis Irapidly
Ibeginning Ito Idevelop las lanother Isource lof
Iflowers land Ivegetables, Iparticularly Ithe
Iformer.

Whilst Ithe Iforces, Imarket land lotherwise, Ihave
Ibeen loverwhelming lin Itheir Ipush Ito
Iglobalisation, Ithere Iremain la Inumber lof
Inegatives. IMany lorganisations Ihave Ibeen Iput
loff lor Ihave Inot Ibothered Igoing linto Iglobal
lindustry Idue Ito la lIvariety lof Ifactors. 1Some
Ihave Ifound Ithe Ineed Ito ladapt Ithe Imarketing
Imix, lespecially lin Imany Iculture Ibound
Iproducts, Itoo Idaunting. ISimilarly Ibrands Iwith
la Istrong llocal Ihistory Imay Inot leasily Itransfer
Ito lother Imarkets. INational IBreweries lof
IZimbabwe, Ifor lexample, Imay Inot Ifind Itheir
IChibuku Ibrand lof Ibeer I(brewed lespecially Ifor
Ithe llocals) lan leasy Itransboundary Itraveller.
IMore loften Ithan Inot Isheer Imanagement
Imyopia Imay Iset lin land Imanagement Imay Ifail
Ito Iseize Ithe lexport lopportunity lalthough
Iproducts Imay Ibe llikely Icandidates. ISimilarly
lorganisations Imay Irefuse Ito Idevolve lactivities
Ito llocal Isubsidiaries.

Other Inegative Iforces Imay Ibe Icreated Iby
IGovernments. ISimply by Icreating Ibarriers Ito
lentry, llocal lenterprises Imay Ibe Iprotected Ifrom
linternational Icompetition las Iwell las Ithe llocal
Imarket. 1This lis Itypical lof Imany Ideveloping
Icountries, lanxious Ito Iget Itheir Ifledging
lindustries loff Ithe Iground.

The linternational leconomic Isystem

Several Ifactors lhave Icontributed Ito Ithe Igrowth
lof Ithe linternational leconomy Ipost IWorld 1War
1. 1The Iprincipal Iforces lhave Ibeen Ithe
Idevelopment lof leconomic Iblocs llike Ithe
IEuropean IUnion I(EU) land Ithen Ithe
I"economic Ipillars”- Ithe IWorld IBank I(or
lInternational IBank Ifor IReconstruction land
IDevelopment Ito Igive lits Ifull Iname), Ithe
lInternational IMonetary IFund I(IMF) land Ithe
levolution lof Ithe IWorld ITrade IOrganisation
Ifrom Ithe loriginal 1General lAgreement lon
ITariffs land ITrade I(GATT).

Until 11969 Ithe Iworld leconomy Itraded lon la
Igold land Iforeign lexchange Ibase. IThis laffected
lliquidity Idrastically. 1After 11969 Iliquidity Iwas

DOI: 10.35629/5252-45122323 | Impact Factor value 7.429 | 1SO 9001: 2008 Certified Journal Page 1174



\/hi International Journal of Advances in Engineering and Management (IJAEM)

= Volume 2, Issue 1, pp: 1136-1191

IJAEM

www.ijaem.net

leased Iby Ithe lagreement Ithat Imember Inations
Ito Ithe IIMF laccept Ithe ISpecial IDrawing
IRights I(SDR) lin Isettling Ireserve Itransactions.
INow lan linternational Ireserve Ifacility lis
lavailable. [Recently, Ithe IWorld IBank Ihas
Itaken la Ivery lactive Irole lin Ithe Ireconstruction
land Idevelopment lof Ideveloping Icountry
leconomies, la Ipoint Iwhich Iwill Ibe lexpanded
lon Ilater.

Until Ithe IGeneral 1Agreement lon ITariffs land
ITrade I(GATT) lafter IWorld IWar 111, Ithe Iworld
Itrading Isystem lhad Ibeen Irestricted by
Idiscriminating Itrade Ipractices. IGATT lhad Ithe
lintention lof Iproducing la lIset lof Irules land
Iprinciples Ito lliberalise Itrade. 1The Imost
Ifavoured Ination Iconcept I(MFN), Iwhereby
leach Icountry lagrees Ito lextend Ito lall Icountries
Ithe Imost Ifavourable Iterms Ithat lit Inegotiates
Iwith lany Icountry, Ihelped Ireduce Ibarriers. IThe
I"round"” lof Italks Ibegan lwith 1Kennedy lin Ithe
160s land ITokyo lof Ithe 170s. IThe llatest Iround,
IUruguay, Iwas Irecently Iconcluded lin 1April
11994 land Iratified Iby Imost Icountries lin learly
11995. IDespite Ithese Itrade lagreements, Inon
Itariff Ibarriers Ilike lexclusion Ideals, Istandards
land ladministrative Idelays lare Imore Idifficult
Ito Ideal Iwith. 1A Isimilar Isystem lexists lwith
Ithe IEuropean IUnion, |- Ithe ILomé Iconvention.
IUnder Ithis Ideal, I1African land ICaribbean
Icountries lenjoy Ifavoured Istatus Iwith IEU
Imember Icountries.

Relative  Iglobal Ipeace lhas lengendered
Iconfidence lin Iworld Itrade. IEncouraged Iby
Ithis land Ithe lavailability lof Ifinance, Iglobal
Icorporations lhave Ibeen lable Ito lexpand linto
Imany Imarkets. 1The lbreak lup lof Ithe Iformer
ISoviet IUnion lhas lopened lup Ivast
lopportunities Ito linvestors, laided Iby Ithe IWorld
IBank land Ithe IEuropean IDevelopment IBank.
IThis latmosphere lof Ipeace lhas lalso lallowed
Ithe Isteady lupward Itrend lof Idomestic Igrowth
land lagain lopened lup Imarket lopportunities
Idomestically Ito Iforeign Ifirms. [Peace lin
IMozambique, Ithe I"normalisation” lof ISouth
IAfrica, land Ipeace lin IVietnam las lexamples
Ihave lopened lup Ithe Iway Ifor Idomestic Igrowth
land lalso, Itherefore, Iforeign linvestment. 1The
lliberation lof leconomies lunder IWorld IBank
Isponsored Istructural ladjustment Iprogrammes
Ihave lalso Igiven lopportunities. IThis lis lvery
Itrue lof Icountries Ilike 1Zambia land 1Zimbabwe,
Iwhere lin Ithe llatter, Ifor lexample, lover 12$2.8
Ibillion lof Iforeign linvestment lin Ithe Istock
lexchange land Imining Iprojects Ihave loccurred
lin Ithe learly 11990s.

Sometimes, Imarket lopportunities lopen lup
Ithrough 1"Acts lof 1God". IThe Igreat Idrought lof
11992 lin ISouthern IAfrica, Inecessitated la Ilarge
linflux lof Iforeign Iproduce, lespecially lyellow
Imaize Ifrom Ithe IUSA land ISouth |America.

Not lonly Idid Ithis Igive la Imarket Ifor Imaize
lonly, Ibut lopened Ilup lopportunities Ifor
Itransport Ibusinesses land Iservices Ito Iserve Ithe
Idrought Istricken lareas. ISpeedy
Icommunications llike lair Itransportation land
lelectronic ldata Itransmission land Itechnology
lhave I"shrunk” Ithe Iworld. 1Costs land Itime
Ihave Ireduced lenormously land Iwith Ithe ladvent
lof Itelevision, Ipeople Ican Isee Iwhat lis
Ihappening lelsewhere land Ithis Ican Icause
Idesire llevels Ito Irise Idramatically. [Only
Irecently lhas Itelevision Ibeen lintroduced linto
ITanzania, Ifor lexample, land Ithis Ihas Ibrought
Ithe Iworld land lits Imarkets, Icloser Ito Ithe
laverage ITanzanian.

No Idoubt la Igreat limpetus Ito Iglobal Itrade Iwas
Ibrought labout Iby Ithe Idevelopment lof
leconomic Iblocs, land, Iconversely, lby Ithe
Icollapse lof lothers. IBlocs Ilike Ithe IEuropean
IUnion I(EU), IASEAN, Ithe INorth IAmerican
IFree ITrade 1Agreement I(NAFTA) Ilwith Ithe
IUSA, ICanada land IMexico Ihas Icreated Imarket
lopportunities land Ichallenges. INew Icountries
lare Itrying Ito ljoin Ithese Iblocs lall Ithe Itime,
Ibecause lof Ithe leconomic, Isocial land lother
ladvantages Ithey lbring. I1Similarly, Ithe Icollapse
lof Ithe lold Icommunist Iblocs lhave Igiven Irise
Ito lopportunities Ifor lorganisations las Ithey
Istrive Ito Iget linto Ithe Inew Imarket Ibased
leconomies Irising Ifrom Ithe Iruins. IThis lis
Icertainly Ithe Icase Iwith Ithe Iformer ISoviet
Ibloc.

In Ithe llate 11980s land learly 190s, Ithe 1United
IStates, lalong Iwith 1Japan, Ihave Ibeen Iplaying
lan lincreasingly linfluential Irole lin lworld
laffairs, lespecially Iwith Ithe Icollapse lof Ithe
Iformer IUSSR. IWhilst lon Ithe lone lhand Ithis
lis 1good, las Ithe IUSA lis Ilcommitted Ito Iworld
Iwelfare ldevelopment, lit Ican Ibe lat la lprice.
IThe IGulf IWar Icoalition lof Ithe 190s, Iprimarily
Iput Itogether Iby Ithe IUSA las Ithe lleading
Iplayer, Iwas lan lexample lof Ithe Iprice.

Impetus Ito Iglobal Imarketing linvolvement
Individuals lor lorganisations Imay Iget linvolved
lin linternational IMarketing lin la Irather
lunplanned Iway Iwhich Igives Ithe limpetus Ito
Imore Iformal land Ilarger loperations. IThis Imay
Ihappen lin la Inumber lof lways:

Foreign Icustomers

Unsolicited lenquiries Ithrough lword lof Imouth,
Ivisits, lexhibitions, land lexperience Ithrough
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lothers Imay Iresult lin lorders. IThis lis loften
Itypical lof Ismall Iscale lorganisations.

Importers

Importers Imay Ibe llooking Ifor Iproducts
lunavailable lin Idomestic Imarkets, Ifor lexample,
Imangoes lin Ithe IUK, lor Iproducts Iwhich Ican
Ibe limported lon Imore Ifavourable Iterms. 1An
lexample lof Ithese lis Iflowers Ifrom IKenya Ito
IHolland.

Intermediaries

These Imay Ibe lof Ifour Itypes I- Idomestic Ibased
lexport Imerchants, ldomestic Ibased lexport
lagents, lexport Imanagement Icompanies lor
Icooperative lorganisations. 1These Iwill Ibe
lexpanded lon llater lin Ithis Itext. ISometimes lan
lintermediary Imay lIprovide lexport Iservices lin
lan lattempt Ito Ireduce Itheir lown Icosts lon Ithe
lexport lof Itheir lown Iproduce Iby lacting las la
Irepresentative Ifor lother lorganisations. IThis lis
Icalled I"piggybacking™.

Other Isources

These Imay linclude Ibanks, lexport lorganisations
llike IZIMTRADE, Iparastatals llike Ithe 1Kenyan
IHorticultural ICrop IDevelopment 1Authority lor
leven lindividual lexecutives.

Attitudes las  Iprecursors Ito  Iglobal
linvolvement

Cavusgil® 1(1984) Ideveloped la Ithree-stage
Imodel lof lexport linvolvement, Ibased lon Ithe
Ifact Ithat Ithe lopportunity Ito lexport Imay larise
llong Ibefore lexporting Ibehaviours Ibecame
Imanifest. 1See Ifigure 11.2.

Figure 11.2 ICavegirl’s Ithree Istage Imodel lof
lexport linvolvement

According Ito ICavusgil lattitudes lare ldetermined
Iby Ithe loperating Istyle lof Ithe lorganisation land
Icultural Inorms Iwhich Iprevail lin Ithe Idomestic
Imarket. IAn lorganisation's Istyle Imay Ibe
Idefensive lor Iprospective. IThe llatter Itype lof
lorganisation Imay Isystematically, lor lin lan lad
Ihoc  Imanner, Isearch lout linternational
lopportunities.

Culture Iplays la lvital Ipart lin Ithe
linternationalisation Iprocess. IHakansson let lal*.
1(1982) Idemonstrated Ithat 1German land
ISwedish Ifirms linternationalise Imuch learlier lin
Itheir Icorporate lhistory Ithan Ido IFrench lor
IBritish Icompanies. |African Iculture lis Inot
llittered Iwith linternational Imarketers lof Inote.
IThis Imay Ibe Idue Ito Icolonialisation llate linto
Ithe Itwentieth Icentury.

Behaviour las la Iglobal Imarketing limpetus
We Isaw learlier lin Ithe linternationalisation
Iprocess Ithat lorganisations Imay levolve Ifrom
lexporting Isurplus lor Iserving lad Ihoc lenquiries
Ito la Imore Icommitted Iglobal Istrategy. IThis

Igradual Ichange Imay linvolve Imoving Ifrom
Igeographically ladjacent Imarkets Ito lanother,
Isay, Ifor lexample Ifrom Ithe ISouthern IAfrican
IDevelopment IConference 1(SADC) Ito IEurope.
IHowever, Inot lall Iglobalisation Itakes Iplace
llike Ithis. 1In Ithe Icase lof Ifresh Icut Iflowers,
Ithese Imay Igo Ito Imajor, Ideveloped Icountry
Iconsumer Icentres, Ifor lexample Ifrom IHarare
Ito ILondon lor IAmsterdam land IFrankfurt.
ILusaka lor INairobi Imay Inever Isee IZimbabwe
Iflowers. 1In lanalysing Ibehaviour lone lhas Inot
Ito Igeneralise. IWhat lis Icertain, lis Ithat lin lall
Istages, Ithe Ibalance lof lopportunity land Irisk lis
Iconsidered.

The Icontext lof linternationalisation

It lis lessential Ito Isee lin Iwhat Icontext
lindividual lorganisations Iview
linternationalisation. IThe lexisting Isituation lof
Ithe Ifirm Iwill laffect lits linterest lin land lability
Ito linternationalise. 1Such Imay Ibe Ithe Illow
Idomestic Iquality land lorganisation Ithat la Ifirm
Icould Inever lexport. It Imay Inot lhave Ithe
Iresources lor Ithe Iwill.

Internationalization linfrastructure

Johansson land IMattison® 1(1984) lhave lexplored
Ithe Inotion lof Idifferences lin Itasks Ifacing
lorganizations lwhich linternationalize. 1in llow
land lhigh linfrastructure Isituations. |"Early
Istarters™ lare llikely Ito lexperiment lor Idepend
lon Icontacts Iwith lexperienced lorganizations
Iwhich Iknow Ithe Iprocess. I"Late Istarters” Imay
luse lexisting Icontacts las la I"bridge” Ito Inew
lopportunities. IThey Imay lalso Ibe Ipressurized
Iby lcustomers, Isupplies lor Icompetitors Ito Iget
linto ljoint Iventuring. 1Joint lventuring, Iwith lits
ladded linfrastructure, Imay Illead Ito Irapid
Iprogress. 1If Ithe lorganization Ifaces lintense
Icompetition Ithen lit Imay Ibe Iforced Ito lup Ithe
Ipace land Iscale lof Iforeign linvestment. IRising
Iprotectionism lin lrecent lyears lhas Igiven
limpetus Ito llate Istarters Ito lestablish Iproduction
Ifacilities lin Itarget Imarkets. linfrastructure Ifor
Iforeign loperations Imay lalso Ichange I(firms
lalso Ireduce Itheir linvestment las Iwell las
linvest). IWhen Ithis Ihappens Ithe Iperceived Irisk
Ichanges lalso.

This Idiscussion lon linternational linfrastructure
Iconcludes Ithe Ifactors Iwhich lhave lled Ito
linternationalization. 11t lis la Icomplex Ifocus lof
linternal land lexternal Ifactors land llooking
Icarefully lat Irisk Iversus lopportunities.

Planning Ito Imeet Ithe lopportunities land
Ichallenges lof Iglobal Imarketing

In lorder Ito Itake ladvantage lof Iglobal
lopportunities, las lwell las Imeet Ithe Ichallenges
Ipresented Iby Iso Idoing la Inumber lof Iconcepts
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Ican Ibe Iparticularly luseful. 1Every lorganisation
Ineeds lan lunderstanding lof Iwhat lis linvolved
lin I"strategy”, lor lelse Ithe lhapharzardness
linvolved lin Ichance lexporting Ican Ibe laccepted
las Ithe Inorm Iwith lall linherent Idangers
linvolved. 1Also Ipotential lexporters Ineed Ito
Iknow Iwhat lis Igoing lon lin Ithe Iglobal
I"environment". 1Just las lin ldomestic Imarketing
I"Government"  I"competition”, I"social" land
lother Ifactors Ineed Ito Ibe laccounted Ifor, Isuch
lis Ithe Icase lin linternational Imarketing. 11f lone
Ican Iplace Iproducts lor Iservices lat la Ipoint lon
lan lenvironmental Isensitivity/insensitivity
Icontinuum, lone Ican Isee Imore Iclearly Ithe
Ineed Ito laccount Ifor Idifferences lin Ithe
Imarketing Imix. 1By Icomparing Ithe Isimilarities
land Idifferences Ibetween Idomestic land
linternational Imarketing Ineeds land Iplanning
Irequirements, Ithen Ithe lorganisation lis lin la
Ibetter Iposition Ito lisolate Ithe Ikey Ifactors
Icritical Ito Isuccess. IThis Isection lexamines lall
Ithese Iconcepts lin lbrief.

Strategy

Whatever Ibusiness Iwe lare lin, Ihaphazard
lorganisation loften Ileads Ito Ihaphazard Iresults.
lIn Iplanning Ifor linternational Imarketing
lorganisations Ineed la Iclear Ipicture lof Ithe
Isteps linvolved. |"Strategy” Igives Isuch la
Ipicture. IStrategy lis Ithe Iresponse lof Ithe
lorganisation Ito Ithe Irealities lof Ishareholders
land Ithe Ibusiness lenvironment. IThe Iphases lin
Ithe Istrategy Iformulation Iprocess lare Igiven lon
Ifigure 11.3.

Figure 11.3 IStrategy Iformulation

The Iglobal lenvironment

Of lall Ithe Isteps lin Iformulating Istrategy, Ino
lone Istep lis las limportant las Ithe lability Ito
lassess Ithe I"environmental” Ifactors lin
linternational Imarketing. ITaking laccount lof
Icultural, leconomic land Ipolitical Idifferences lis
la Imust Iwhen Idealing Iwith Idifferent Imarkets.
IMore Iwill Ibe Isaid lon Ithese Ifactors lin llater
Ichapters. IEnvironmental lanalysis lallows Ithe
lorganisation Ito Icluster Imarkets laccording Ito
Isimilarities land Idifferences, Ibased lon Ithe
lenvironmental 1"uncontrollable™ Ifactors. IThe
linternational I"uncontrollables” lare lin laddition
Ito Ithe lorganisation's Idomestic
I"uncontrollables™ 1so Ineed Ito Ibe Itreated Iwith
lextra Icare. IFigure 11.4 Ishows Ithe Imajor
lenvironmental Ifactors Ito Ibe Iconsidered. It
Imust Ibe Inoted Ithat laccording Ito Ithe
I"relationship™ Imarketing Ischool lof Ithought,
Ithe Iso Icalled I"incontrollables™ Ican Ibe Imade
Imore I"controllable” Iby Ibuilding Irelationships
Iwith Ithe linfluences lof Ithese Ifactors. IFor

lexample, lif lan lexporter lof Ihorticultural
Iproduce Iwishes Ito Ibe lable Ito lanticipate
Ichanges lin Ithe Ipolitical lenvironment, lit Imay
Ibuild la Irelationship lwith Icertain Ipoliticians
Iwho Imay lhave lintimate Iknowledge lof Ithe
Ipolitical Isystem. IThis Ishould Inot, lof Icourse,
Ibe Imisconstrued las I"insider linformation™.
IHowever, lhaving Imade Ithis lcaveat, Ithis Itext
Iwill Itreat Ithe I"incontrollables” lin Ithe
Iconventional Iway.

Figure 11.4 IForeign I"'uncontrollables™-in Ithe
Iglobal Imacroenvironment

International lenvironment

An lanalysis lof Ithe lenvironmental
luncontrollables lallows Ithe Ipotential Imarketers
Ito Iplace Iproducts lon Ila Icontinuum Ilof
lenvironmental Isensitivity. 1At Ithe lone lend lare
lenvironmentally linsensitive Iproducts land lat
Ithe lother lend, Ithose Imore Isensitive Ito
leconomic, Isociocultural, Iphysical land lother
Ifactors. IThe Igreater Ithe Isensitivity, Ithe Igreater
Ithe Ineed Ifor Ithe lorganisation Ito llearn Ithe
Iway Ithe Iproduct linteracts Iwith Ithe
lenvironment. 1An lexample lis Igiven Ibelow
I(figure 11.5).

Figure 11.5 IEnvironmental Isensitivity
Framework Ifor linternational lanalysis

In lorder Ito Iput Itogether Ithe Itask lof Ifinding
Ithe  Idifferences  land  Isimilarities  lin
lenvironmental land Imarket lanalysis, la
Iframework Ineeds Ito Ibe Idevised. IWhere
lunifying linfluences Ilare Ifound Ithen Ithe
Imarketer lis lable Ito Idevelop Imore Istandardised
Iplans. IWhen Ithere lare la llarge Inumber lof
Idifferences, Ithen Iplans lhave Ito Ibe Idesigned
ladapted Ito Icircumstances. IFigure 11.6 Igives la
Iframework Ifor Ithe Iprocess lof lidentifying
Isimilarities land Idifferences.

Figure 11.6 1A IConceptual Iframework Ifor
Imultinational Imarketing: INational Imarket
Iversus lother Inations

Once lhaving lidentified Ithe lunifying land
Idifferentiating linfluences land lanswered Imany
Iquestions labout lwhere lone Icould lor Icould
Inot Istandardise Ithe Imarketing Iplanning
Iprocess Ithen la Iconceptual Iframework Ifor
Imultinational Imarketing Iplanning Ican Ibe
Ideveloped. 10ne Isuch Iconceptual Iframework lis
Igiven lin Ifigure 11.7.

Figure 11.7 1A Iconceptual Iframework Ifor
Imultinational Imarketing lin  Iconstraint
leconomies

Key Ilquestions Ifor lanalysis, Iplanning land
Icontrol lof Imarketing lin Iconstraint leconomies.
a) IPrinciple Iconstraint lanalysis
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i) IGovernment's lattitude Ito lemployment,
Iforeign  lintervention,  Iforeign  lexchange,
lindebtedness land Ipolicies

i) IGovernment's Ipolicy lof leconomic
Idevelopment, Iforeign lexchange, Ibarter Ideals,
lequity larrangements, Iremittance lof Ifunds, Istate
lintervention, lprivate Isector ldevelopment land
limport Isubstitution?

iii) 1Government's Isocial lobjectives lincluding
lindegenisation, Isubsidies, Ipopulation land
Isocialisation?

iv) ILaws, Itariffs, Iduties, Itrade Iregulations,
Ibalance lof Ipayments, llicensing land Ilabour
Ilaws?

Leading Ito lan leconomic lanalysis

Gathering lof lappropriate Idata lon:

b) 1Appropriate lenvironmental lvariable Idata

i) IMarket Icharacteristics-physical, Icultural, Isize,
Igrowth Irate, Istage lof Idevelopment?

i) IMarket linstitutions I- Idistribution, Imedia,
Iresearch, Iservices?

iii) lIndustry Iconditions- Isize, Ipractices,
Idevelopment Istage, lappropriate Itechnology?

iv) IResources- Imanpower land Imoney?
Planning

c)Target Icountry lexperts lor Igeneralist Istaff Ito
Iplan loperations?

d) IWhat lare Ithe lauthorised Itarget Imarkets land
Ithe Iproduct lappropriateness?

e) IMarket Isize?

f) IWhat lis Ithe Istage lof Idevelopment land
Istrenght lof lcompetition Iboth Istate land
Iprivate?

g) IWhat lis Ithe lappropriate Iproduct/market
Itechnology?

h) IWhat lis Ithe Inecessary ladaptaton lof Ithe
Imarketing Imix?

i) IHow Ido Ithe Igoverment land Icompany
lobjectives Icoincide?

j) IWhat lis Ithe Itrading Irisk?

k) IWhat Igoverment/organisation linterface lis
Irequired? IHow lare llicencies lagreed land
lobtained? IWho lare Ithe Iprinciple Icharacters?
Structure

I) IHow Idoes Ithe Icompany lhave Ito Ibe
Istructured Ito Imeet Ithe Igovernment, leconomic
land Isocial lobjectives las Iwell las lcompany
lobjectives

Plan limplementation

m) IGiven Ithe Igoverment's Ipolicies, lattitudes
land leconomic land Isocial lobjectives lThow lis
lan leffective Imarketing Iplan Idesigned,
Iresouced land limplemented? lwhat Idegree lof
ladaptation land Icooperation lis Irequired lat lall

llevels? I1(Government Imarketing linstitutions land
Ifunction)? 1Who Iwill Ibe Iresponsible Ifor leach
level"?

Controlling Ithe Imarket Iprogram

n) IWho lis Iresponsible land lhow lis Ithe Iplan
Iperformance Imeasured land Imonitored?

o) IWhat Icontrols, lother Ithan Iprofit lare
Irequired? lAre lemployment land lother Isuch
lobjectives Inecessary?

p) IHas Ithe Icompany Ithe lability land lauthority
Ito lalter Ithe Iparameters Ito Ibring lactual Iresults
linto Iline Iwith Idesired?

q) IWhat lare Ithe lIprincipal Icontrol Iparameters?
ICan Ithey Ibe leasily ladjusted lat lall?

This Iframework lis Iparticularly Irelevant Ito
Ideveloping leconomies Iwhere lgovernment
Iconstraints land Icontrols Itend Ito Ibe Imore
lintensive Ithan Ideveloped leconomies.

Product Ilife/market llife Icycle

Just las lin Idomestic Imarketing Ithe Iconcept lof
Ithe IProduct ILife ICycle Ihas loften Ibeen Icited
las la luseful I(but loften Imaligned!) Iplanning
Iconcept, Iso lit Ican Ibe luseful lin linternational
Imarketing. IFigure 11.8 Igives lan loutline lof Ithe
IMarket ILife ICycle lacross linternational
Iboundaries.

Figure 11.8 1The Iproduct/market llife Icycle
The Itraditional Ifour Istage llife Icycle |-
lintroduction, Igrowth, Imaturity, Idecline I- lis la
Iwell ldocumented Iphenomenon. lAttempts lare
Imade lin Ithe Imaturity Istage Ito lextend Ithe
Icycle. 1The Imarket Ilife Icycle lis Ivery Isimilar
land Iwhat Iglobal Imarketers Ihave Ito Ibe Iwary
lof lis Ithat Inot lall Imarkets lare lat Ithe Isame
Istage Iglobally. 11t Imay Ibe lappropriate Ito lhave
Itractor Imounted Iditchers land Idiggers lin
IAfrica lor Ithe IUK Iwhere llabour lis Inot Itoo
Iplentiful, Ibut lin lindia, Ithey Imay Ibe Ithe llast
Ithing Irequired Iwhere Ilabour lis Iplentiful land
Ivery Icheap. I1So Ithe lappropriate Imarketing
Istrategy Iwill Ibe Idifferent Ifor leach Imarket.

It Iwould Ibe lvery leasy Ito Idiscuss Ithe Iglobal
Imarketing ldecision las la Icase lof ldeciding
Iwhether Ito lexport lor Istandardise lor ladapt
lyour Iproduct/market loffering. IThis lis Ifar Ifrom
Ithe Icase. IEven Ithe Ismallest Inuance lof Ichange
lin Ithe Iglobal lenvironment Ican Ilruin la
Icampaign lor Iplan. IWhilst Ithe labove
Idiscussion lhas Itended Ito Ibe Itheoretical lin
Inature, Imost lof lit, lif Inot lall lof lit, lis
lessential lin Ipractice. lln Ifood Imarketing
Isystems Imany Itransactions land Idiscussions
Itake Iplace lacross linternational Iboundaries.
IThis linvolves la Iclose llook lat Ilall Ithe
Inecessary lenvironmental Ifactors. IIf lone
Iconsiders Ifood Imarketing las Ithe Iphysical land
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leconomic Ibridge Ilinking Iraw Imaterials
Iproduction land lconsumer Ipurchases Ithen la
Iwhole Iseries lof linterdependent Idecisions,
linstitutions, Iresource Iflows land Iphysical land
Ibusiness lactivities Itake Iplace. IFood Imarketing
Istimulates land Isupports lraw Imaterial
Iproduction, Ibalances Icommodity Isupply land
Idemand land Istimulates lend Idemand land
lenhances Iconsumer Iwelfare. IThis Iprocess
loften Itranscends Iseveral Idifferent lindustries
land Imarkets, Imany lof Ithem Icrossing
linternational Iboundaries. 1The Iproduct Imay
Ichange Iform, Ibe Igraded, Ipacked, Itransported
land Inecessitate linformation Iflows, Ifinancial
Iresources, linvoice land Iretailing lor Iwholesaling
Ifunctions. IIn laddition, Iquality Istandards
Idesigned Ifor Iproducers land Itransporters Imay
lapply las Imay Iproduct limprovements. IIn lother
Iwords, Ithe Ibridge Imay linvolve la Iwhole Iset
lof Iutilities lafforded Ito Ithe lend luser I(time,
Iplace land Iform), land ladd Ivalue lat leach Istage
lof Ithe Itransaction. IThis Isystem linvolves
Inumerous lindependent land linterdependent
Iplayers land lactivities. 1To Ishift la Iperishable
llike Istrawberries 17000km Ifrom IHarare,
IZimbabwe Ito Ithe IUK Irequires lan
lextraordinary Icomplex Iseries lof lactivities,
linvolving Iperfect Itiming. 1The Idetail linvolved
lin Ithis lintricate Itransaction Iwill Ibe lexplained
lin llater Ichapters.

With lcommodities, Iphysical, 1Government land
leconomic lenvironmental Ifactors Iplaying la
Imajor Irole lin linternational Imarketing. 1So Idoes
Iprice land Iquality Idifferentiation. IIn llater lyears
Ithe lenormous Isuccess lof Ithe IBrazilian Ifrozen
Iconcentrated lorange ljuice lindustry lhas Ibeen
lattributable  Inot lonly Ito Ipoor Iclimatic
Iconditions Iprevailing lin lits lcompetitive
Icountries, Ibut Ithe Ifact Ithat lits linvestment lin
Ilarge Iproduction leconomies lof Iscale, Ibulk
Itransport land Istorage Itechnologies Iconsiderably
Ireduced linternational Itransport Icosts land
Ifacilitated limproved Idistribution lof Ithe ljuice
Ito, land Iwithin, limporting Icountries. IFrom la
Icottage lindustry lin 11970, lit Igrew Ito laccount
Ifor 180% lof Iworld Itrade Iby Ithe learly 11990's.
I1ts Isuccess, Itherefore, lhas Ibeen Ibased lon
Iprice land ladded Ivalue Iquality Idifferentiation.
International Imarketing lis, Itherefore, Iquite la
Icomplex loperation, linvolving Iboth lan
lunderstanding lof Ithe Itheoretical land Ipractical
laspects linvolved. IPrescriptions lare Itotally
linappropriate.

This Iconcludes Ithe Idiscussion lon Ithe
Ireasoning Iwhy linternationalism Ihas Igrown land
Ithe Inext Ichapters' Itook Imore Iclosely lat Ithe

lenvironmental Ifactors Iwhich Ihave Ito Ibe Itaken
linto laccount Iwhen Iconsidering Ito Imarket
linternationally

Immigrant IEntrepreneurship

dward ILazear, IStanford leconomics Iprofessor
land Iformer Ichairman lof Ithe IPresident’s
ICouncil lof IEconomic IAdvisers, lhas Isaid,
I“The lentrepreneur lis Ithe Isingle Imost
limportant Iplayer lin la Imodern leconomy”
I(Lazear 12002: I1; Isee lalso IHolcombe 11998).
IThe lemphasis lon lentrepreneurship land Ismall
land Istartup Ibusinesses las Ikey lengines lin ljob
Icreation, linnovation, land leconomic Igrowth Ihas
la llong lhistory, lgoing Iback Ito IAdam 1Smith.
INot Isurprisingly, lgovernments laround Ithe
Iworld lview Ipromoting lentrepreneurship las la
Inational land llocal Ipriority. 1The linterest lis
Idriven Iprimarily lby levidence Ithat Ismall land
lyoung Ibusinesses Icreate la Idisproportionate
Ishare lof Inew ljobs lin Ithe leconomy, Irepresent
lan limportant Isource lof linnovation, lincrease
Inational Iproductivity, land lalleviate Ipoverty
I(Reynolds 12005, IOECD 12005, IU.S. ISmall
IBusiness IAdministration 12011, IDecker let lal.
12014).

A Ifrequently lheld Iview, loften Isupported lby
Iresearch, lis Ithat limmigrants lare lespecially
lentrepreneurial, la Isentiment lcommonly Ishared
Iby Ipolicymakers land Ireflected lin limmigration
Ipolicies. IMany Ideveloped Icountries, lincluding
Ithe IUnited IStates, Ihave Icreated Ispecial lvisas
land lentry Irequirements lin lan lattempt Ito
lattract limmigrant lentrepreneurs I(Fairlie land
ILofstrom 12015). lIn laddition Ito Ipossible
Icontributions Ito leconomic Igrowth,
lemployment, land linnovation, limmigrant
Ibusiness lownership Imay lalso lact las la Itool Ito
lenhance limmigrant llabor Imarket lintegration
land Isuccess I(Cummings 11980). IFor lexample,
Iself-employment Imay lalleviate linformational
Igaps Iregarding leducation, Iskills, land
lexperience lgained Iby limmigrants lin Itheir
Ihome Icountries, Iwhere 1U.S. lemployers lare
luncertain labout lhow Iforeign-obtained lThuman
Icapital Irelates Ito Iproductivity lin Ithe 1United
IStates. ILabor Imarket Idiscrimination land
llimited IEnglish Iproficiency lare lother Ipossibly
Irelevant lhurdles Ifaced Imore Iby limmigrants
Ithan Iby IU.S.-born Iworkers. 1Although Irelevant
lacross lall llevels lof Iskills, Ithis larguably Imay
Ibe Imost Irelevant Ito llow-skilled limmigrants,
Iwho Iface Ithe lhighest Ihurdles Ito Ihiring lin lan
lincreasingly Iskill-intensive leconomy.

This larticle lanalyzes Irecent IU.S. Idata Ito
lexamine Ihow limmigrants Iduring Ithe Ilast 115
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lyears lhave Icontributed Ito lentrepreneurship
Ithrough Iself-employment land learnings. 11t laims
Ito laddress Ithe Iquestions lof Ihow Ido
limmigrants Icontribute Ito Irecent 1U.S. Iself-
employment Itrends, lin lwhat lindustries lare
limmigrant lentrepreneurs lIconcentrated, land
Ihow Ido Itheir learnings Icompare Ito Ithose lof
IU.S.-born lentrepreneurs? I1Before Iturning Ito Ithe
lanalysis, laimed Ito Iprovide la Ibroader
lunderstanding lof Icontributions lof limmigrants

Ito lentrepreneurship, Il lbegin lwith la lbrief
loverview lof Ithe Irelevant lliterature.
Literature IReview lof IImmigrant

IEntrepreneurship

There lare la Inumber lof Irelevant Iways Ito
Imeasure  lentrepreneurship  land  limmigrant
Icontributions Ito lit. 10ne lis Iby Imeasuring
Ibusiness lownership land Istartups. 1A Ibody lof
Iresearch lhas Iconsistently Ifound Ithat Ibusiness
lownership lis Ihigher lamong Ithe Iforeign-born
Ithan Ithe Inative-born lin Imany Ideveloped
Icountries Isuch las Ithe IUnited IStates, 1United
IKingdom, ICanada, land IlAustralia I(Borjas
11986; ILofstrom 12002; IClark land IDrinkwater
12000, 12010; ISchuetze land IlAntecol 12007;
IFairlie let lal. 12010). IImmigrants lin Ithe 1United
IStates lare lalso Ifound Ito Ibe Imore llikely Ito
Istart lbusinesses Ithan Ithe Inative Iborn I(Fairlie
12008).

Other Imeasures lof lentrepreneurship lalso Ipoint
Itoward Isignificant limmigrant Icontributions. IFor
lexample, las la Irecent Ireview lof Ithe Irelevant
lliterature Ishows, limmigrants lare Igreatly lover-
represented lamong 1U.S.-based INobel IPrize
Iwinners,  lhigh-impact  Icompanies, Ipatent
lapplications, land Imembers lof Ithe INational
IAcademy lof ISciences land Ithe [INational
IAcademy lof IEngineering I(Fairlie land
ILofstrom 12015). |IThey lare lalso lover-
represented lamong Ifounders lof Ihigh-tech
Icompanies, Ibiotech Ifirms, Ibiotech Icompanies
lundergoing linitial Ipublic lofferings, land Ipublic
Iventure-backed 1U.S. lcompanies. INonetheless,
Isome Iresearchers lurge Icaution labout
linterpreting limmigrant Icontributions Ito Ithe
Ihigh-tech Isector lof Ithe leconomy. IHart land
IAcs 1(2011: 1116) Iconclude Ithat I“most
Iprevious Istudies Ihave loverstated Ithe Irole lof
limmigrants lin Ihigh-tech lentrepreneurship.”
There lis levidence lof Ibroader Icontributions Iby
Iskilled limmigrants Ito  linnovation. IFor
lexample, IHunt land I1Gauthier-Loiselle 1(2010)
Ifind Ithat Ithe lincrease lin Ithe Ishare lof Ithe
IU.S. limmigrant Ipopulation lIwith lat lleast la
Icollege Idegree lincreased Ithe Icountry’s Ipatents
Iper Icapita Iby labout 121 Ipercent. limportantly,

Ithey Ipoint lout Ithat Itheir lanalysis Idoes Inot
Isuggest Ithat limmigrants lare linnately Imore
lable Ithan Ithe Inative-born Ibut Ithat Ithe Ihigher
Irate lof Ipatenting lamong Icollege Igraduate
limmigrants lis lentirely lexplained Iby Ithe
Igreater Ishare lof limmigrants Iwith Iscience land
lengineering leducation Icompared Ito Ithe Inative-
born. 1Another linfluential Istudy, Iby IKerr land
ILincoln 1(2010), lassesses Ithe limpact lof Ihigh-
skilled limmigration lon Itechnology Iformation las
Imeasured Iby Iscience land lengineering
lemployment land Ipatenting. IThey Ifind Ithat
Ihigh-skilled Itemporary Iworkers Ifrom lIndia
land IChina lon IH-1B Ivisas lin Ithe IUnited
IStates laccount Ifor la Isignificant Ishare lof Ithe
Igrowth lin 1U.S. limmigrant Iscience land
lengineering lemployment. 1A lkey ltakeaway lis
Ithat Ithe Igrowth lis laccomplished Iwithout
Icrowding lout Inative-born Iscientists land
lengineers.

However, Inot lall levidence Ipoints Itoward Isuch
Ipositive land Ibeneficial leffects lof limmigrant
lentrepreneurship. [Specifically, Ithere lis Isome
levidence Ithat limmigrant lentrepreneurs Imay
Icrowd lout Inative-born lentrepreneurs I(Fairlie
land IMeyer 12003). IThis Ilimited levidence lis
Imixed, land leven Iwithin Ithe Isame Istudy, Ithe
Ifindings lalso lindicate Ithat limmigration
lincreases learnings lamong Ithe Inative-born Iself-
employed. 1In llight lof Ithe lless Ithan Iclear
Ipicture lof Ithe Irole lof limmigration lon Inative
Ibusiness lowners, IFairlie land IMeyer 1(2003:
1647) Isuggest Ithat Ithe Iresults I“may Ibe Idue Ito
limmigrants Iprimarily Idisplacing Imarginal lor
llow-income Iself-employed Inatives, Ibut lour
lanalyses Ido Inot Iprovide Iclear levidence
Isupporting Ithis Ihypothesis.”

The Inotion land Irelevance lof Iself-employment
las lan leconomic Istepping Istone, las Iwell las la
Itool lin limmigrants’ leconomic lassimilation
Iprocess lin Ithe Ilhost Icountry, lhas Ibeen
lexplored Iby la Inumber lof Iresearchers. IMost
Iresearchers lhave Ifocused lon lexamining
Iwhether Ibusiness lownership Itends Ito Irise lwith
Itime lin Ithe Inew Icountry, land Igenerally Ifind
la Ipositive Irelationship I(Borjas 11986, IClark
land IDrinkwater 12010, ILofstrom 12002,
ISchuetze 12009, land IAndersson land IWadensjo
12005).  IFewer Istudies lhave lanalyzed
lassimilation learnings Ipatterns lamong
limmigrant Iself-employed Ibusiness lowners.
Lofstrom 1(2002) lanalyzes Iboth Iself-employment
Iprobabilities land learnings land Ifinds Ithat Iboth
lincrease lalong Iwith Itime Ispent lin Ithe 1United
IStates. ISpecifically, lhe Ifinds Ithat Iself-
employed limmigrants lare Irelatively Isuccessful

DOI: 10.35629/5252-45122323 | Impact Factor value 7.429 | 1SO 9001: 2008 Certified Journal Page 1180


https://www.cato.org/cato-journal/fall-2017/immigrant-entrepreneurship-trends-contributions#fn01

\_,hi International Journal of Advances in Engineering and Management (IJAEM)

\‘F"" Volume 2, Issue 1, pp: 1136-1191
IJAEM

www.ijaem.net

land Imay leven lIreach learnings Iparity lwith
lobservationally Isimilar 1U.S.-born lentrepreneurs
lafter labout 125 lyears lin Ithe Icountry. IFor
Iwage-earning limmigrants, lhowever, Ihe Idoes
Inot Ifind levidence lof learnings lconvergence
Irelative Ito Itheir Inative-born lwage-earning
Icounterparts. IIn lan lanalysis Ithat lalso lincludes
limmigrants lin ICanada land lAustralia, 1Antecol
land ISchuetze 1(2007) Ifind Ithat lin lall Ithree
Icountries Iself-employment lincreases lwith Ithe
Itime lin Ithe Icountry Ibut Ithat lin Iterms lof
learnings loutcomes Irelative Ito Inatives, Iself-
employed limmigrants lin Ithe IUnited IStates
loutperformed  limmigrants lin  Ithose Itwo
Icountries. IThis Ifinding lis linteresting land
Ipolicy Irelevant Ibecause, lunlike limmigrants Ito
ICanada land IAustralia, 1U.S. limmigrants lare
Inot lextensively lIselected land ladmitted Ibased
lon Iskills. IThis Ifeature Imay Ibe Idue Ito Ithe
Iself-selection lof limmigrant lentrepreneurs, Iwith
Ithe Imost Ipromising Iforeign-born lentrepreneurs
Ifavoring Ithe IUnited IStates Ibecause lof
Ipotentially lhigher Ireturns Ito Itheir Icapital
Icompared lwith Icountries Ilwith Imore lequal
lincome Idistributions.2

Recent ITrends lin
IEntrepreneurship

To lexamine Itrends lin limmigrant Iself-
employment, las Iwell las Isuccess las Imeasured
Iby learnings, 11 luse Ithe 12000 IU.S. ICensus land
12005-14 1American ICommunity 1Survey I(ACS).
Il Iclassify Ithose lindividuals lwho Ireport Ibeing
Iself-employed lin Iboth Ilunincorporated land
lincorporated Ibusinesses land Iworking lat lleast
115 Thours Iper Iweek.

The Idata Ireveal Isome Istriking limmigrant
Icontribution Ito lentrepreneurship. IWhile Ithe
Ishare lof limmigrants lin Ithe 1U.S. llabor Iforce
Ihas Igrown Ifrom labout 112.5 Ipercent lin 12000
Ito 116.7 Ipercent lin 12014, las IFigure 11 Ishows,
limmigrants’ Ishare lof Ithe Iself-employed lover
Ithe Isame Iperiod Igrew Ifrom 112.5 Ipercent Ito
121 Ipercent. 1In lother Iwords, labout lone lin
Ifive Iself-employed Iworkers lin Ithe IUnited
IStates lare Inow Iforeign Iborn.

IImmigrant

FIGURE 1
STEADY AND CONTINUED GROWTH IN
IMMIGRANT SELF-FMPLOYMENT
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SoURCE: Author's calculations based on 2000 U.S. Census and 2005-14
American Community Survey (ACS) data.

Although Igrowth lin Ithe limmigrant Ipopulation
Ipartly laccounts Ifor Ithe lincrease lin Ithe
Iforeign-born  Ishare lof Iself-employed, la
Idivergence lin Ithe Ilikelihood lof Ichoosing Iself-
employment Ibetween limmigrants land Inatives
lhas lalso Icontributed Ito Ithe Itrend. IFigure 12
Ishows Ithat lin 12000, Ithe Iself-employment Irate
lamong Iboth 1U.S.-born land Iforeign-born
Iworkers Iwas 18.3 Ipercent. IHowever, lin
Isubsequent lyears, Ithe limmigrant Iself-
employment Irate Ihas Ibeen lincreasingly Ihigher
Ithan Ithe IU.S.-born Irate, land Iby 12014 Ithe
limmigrant Iself-employment Irate Iwas 12.5
Ipercentage Ipoints Ihigher 1(7.6 Ipercent land
110.1 Ipercent Irespectively Ifor 1U.S.- land
Iforeign-born lindividuals).
FIGURE 2
SELF-EMPLOYMENT RATE GAP BETWEEN
IMMIGRANTS AND U.S.-BORN
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Sourck: Author’s calculations based on 2000 U.S. Census and 2005-14
American (Z()mmuuit)' Slu\‘("\' (ACS) data.

Arguably Imore Istriking lis Ithe limmigrant
Icontribution Ito Ithe Igrowth lin Ithe Inumber lof
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Iworkers Iwho Ireport Ibeing Iself-employed.
IBetween 12000 land 12014, Ithe Itotal Inumber lof
Iself-employed lin Ithe 1United IStates Igrew lby
labout 11.4 Imillion, la Igrowth lof labout 112
Ipercent. IMost Inoticeable lis Ithat limmigrants
laccounted Ifor labout 11.3 Imillion lof Ithe ladded
Inumber lof Iself-employed lindividuals lin Ithe
IUnited IStates, las IFigure 13 Ishows. IIn lother
Iwords, Imore Ithan 190 Ipercent lof Ithe Itotal
Igrowth lin Iself-employment Ibetween 12000 land
12014 Ican Ibe lattributed Ito limmigrants.

FIGURE 3
CHANGES IN THE NUMBER OF
SELF-EMPLOYED
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SOURCE: Author’s calculations based on 2000 U.S. Census and 2005-14
American Community Survey (ACS) data.

This Ichange Iplayed lout Idifferently Ibefore land
lafter Ithe IGreat IRecession. 1As IFigure 13 lalso
Ishows, lbetween 12000 land 12007, I1U.S.-born
Iself-employment Igrew Iby labout 11.4 Imillion, la
Igrowth lof lalmost 114 Ipercent. lImmigrant Iself-
employment lincreased lover Ithe Isame Iperiod
Iby lalmost 11 Imillion, lor lalmost 170 Ipercent.
IDuring Ithis  Iboom Iperiod, limmigrants
laccounted Ifor labout 142 Ipercent lof Ithe Iself-
employment Igrowth lin Ithe IUnited IStates.

The Idata lalso Ishow Ithat limmigrants Ihave
Iplayed lan leven Imore limportant Irole lin Iself-
employment Igrowth Isince Ithe 1Great IRecession.
IWhile Ithe labsolute Igrowth Irate lin limmigrant
Iself-employment Idecreased Idramatically
Ibetween 12007 land 12014, lincreasing Iby lonly
labout 1272,000, Ithis Isharply Icontrasted Ito Ithe
Idramatic Idrop lin 1U.S.-born Iself-employment
lof 11.3 Imillion. IThe Idata Iquite Istrongly
Isuggest Ithat limmigrants Icontribute
Isignificantly Ito lentrepreneurship, las Imeasured
Iby Iself-employment, lin Iboom Itimes Ibut Imay
Iplay lan leven Imore limportant Irole lduring
Irecessions.

The Ipost-recession lincrease lin limmigrant Iself-
employment Ican Ibe Iseen lacross Iskill Igroups,
las Imeasured Iby leducational lattainment, Ibut las
IFigure 14 Ishows, limmigrants Iwith lless Ithan la

lhigh Ischool Idiploma laccount Ifor Imuch lof
Ithat Igrowth—118,000 lof Ithe Itotal lincrease lof
Iroughly 1272,000. IThe Idata lalso Ishow Ithat Ithe
Idecline lin Iself-employment lamong [U.S.-born
Iworkers lis lacross Ithe Iboard Ibut Islightly Imore
Ithan Ihalf Ithe Idrop, labout 1650,000, Iwas
lamong Ithose Iwith la lhigh Ischool Idiploma.
IRoughly Ihalf Ithe lincrease lin limmigrant Iself-
employment, Iroughly 1134,000, Iwas lamong
Ithose Iwith lat lleast Isome Icollege leducation.

FIGURE 4
POST-RECESSION CHANGES IN SELF-EMPLOYMENT
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SoURCE: Author’s calculations based on 2000 U.S. Census and 200514
American Community Sury ey (ACS) data.

The Idata Ishow Iquite Iclearly Ithat Iself-
employment lis lan lincreasingly limportant Ilabor
Imarket lalternative Ifor limmigrants land
Itherefore limmigrants Icontribute lincreasingly Ito
Ibusiness lownership lin Ithe IUnited IStates. 1The
Inext Isection lexamines Ithe lindustries lwhere
Ithe Icontributions lare Iconcentrated.

What 1Are Ithe IKey IImmigrant ISelf-
Employment lIndustries?

Since lentry linto Iself-employment land Ibusiness
lownership lvaries lacross Iskill Igroups, Ithis
Isection Idisaggregates Ithe ldescriptive lindustry
lanalysis Iby [lhighest llevel lof leducational
lattainment—Iess Ithan lhigh Ischool, Thigh Ischool
Icredential, 1some Icollege land Icollege Igraduate.
ITo Ido Iso, Il luse Ithe Ifour-digit lindustry
Ivariable lavailable lin Ithe 1IACS Ito Idetermine
Ithe Ishare lof Iself-employed lindividuals Ilin
leach lof Ithe 1256 lindustries land Ifocus lon Ithe
110 lindustries, Iseparately Ifor leach Iskill Igroup,
Iwith Ithe Ihighest Iconcentration lof limmigrant
Ibusiness lowners. IFurthermore, Ito Iget la Imore
lup-to-date Isnapshot, Il Ifocus lon Ithe Imost
Irecent lyears lin Ithe IACS ldata, 12013-14.

Both limmigrant land 1U.S.-born Ibusiness lowners
Iwith lless Ithan la Ihigh Ischool Idiploma lare
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Ihighly Iconcentrated lin la Irelatively Ifew
lindustries. 1As ITable 11 Ishows, labout 179
Ipercent lof Ilow-skilled Iself-employed
limmigrants lare lin Ithe 110 lindustries Iwhere
limmigrants lare Imost Iconcentrated I(close Ito
159 Ipercent lof llow-skilled 1U.S.-born Ibusiness
lowners lare lin Ithese 110 lindustries). IThe Imost
Icommon Iself-employment lindustry Ifor Iboth
IU.S.- land Iforeign-born lindividuals Ilacking la
Ihigh Ischool Icredential lis Iconstruction, lat 127.6
Ipercent land 125.6 Ipercent, Irespectively. IAmong
llow-skilled  limmigrants, Iconstruction lis
Ifollowed Iby Iprivate Ihousehold Iwork 1(15.6
Ipercent) land llandscaping Iservices 1(12.4
Ipercent). lIn lother lwords, Islightly Imore Ithan
lhalf lof lall  llow-skilled Iself-employed
limmigrants, 153.6 Ipercent, Ican Ibe Ifound lin
ljust Ithese Ithree lindustries. IMore Ithan lone lin
Ithree, lor 137.1 Ipercent, llow-skilled Inatives
lown Ibusinesses lin Ithese Ithree lindustries.
I0ther Icommon lindustries lamong limmigrants
lin Ithis Iskill Igroup lare lin Iser-vices, lincluding
Ibuilding Iservices, Irestaurants, land Ichild Icare.

TABLE |
Top TEN IMMIGRANT SELE-EMPLOYMENT INDUSTRIES, BY
EDUCATIONAL ATTAINMENT, POOLED 2013-14

Less than High School High School
US. Tnmigrant US$ Tnmigrant
Do Tigrant ~ Share Dom— Tnnigrant— Share
Construction 6% 6% % Construction W% 04% 175%
Private Houscholds 430 156% L% Private Households 23% 1%  H0.1%
andscaping Senvices 3 104%  TIA%  Restweant/Food Senviees 4% 69%  41.5%
Building Services 39% 6%  649%  Building Services 32 5% 290%
g g
Restaurantood Semvices —— 22% ~ 58% A% Landscaping Services 3% 4% 9%
Ping
Child Day Care Seices 5%~ 37%  538%  Truck Transportation 394X 4%
Auto Repair/Maintenance —— 38% — 35%  414%  Beauty salons 620  35%  125%
|
Truck Transportation 35% 3%  307%  Child Day Care Services — 310%  35%  218%
Nail Slons & Personal Care— 05% — 16% ~ $06%  Auto Repair/Maintenance 9%~ 34%  17.7%
Tas & Limousine Service:—~— 03% ~ 14% ~ $24%  Tasi and Limousine 03% 3% 699%
Senvice

Total Share in Top 10 M8%  190% Total Sharcin Top 10— 524% ~ 644%

(Continued)

[ 1 (Continued)
Top TEN IMMIGRANT SELF-IMPLOYMENT INDUSTRIES, BY
EDUCATIONAL ATTAINMENT, POOLED 2013-14

Some College College

Us. Tmigrant s Tmgrant

bom  Immigrant ~ Share bom  Tnmigrant ~ Share

Construction 166%  13.0% 12.3% ()l‘ﬂt'l‘\nl']']lv\\‘u‘hm\ 3.7% 6.6%  26.6%
Restaurant/Food Services 27%  62%  293%  Construction 58%  56% 162%
Private Households 17%  53%  362%  Real Estate Management/  6.7%  50%  13.1%
Scientific/Technical
Real Estate 63%  48%  120%  Consulting 68%  49%
Child Day Care Services 35%  42%  178%  Computer Systems Design  27%  45%
Building Services 26%  39% 5%  RestwrantFood Senvices 6% 4.0%
Beauty Salons 5% 37%  115% - Offices of Dentists 25% 3%
Taxi & Limousine Service 03%  36% 651%  Legal Services 85%  28%
Truck Transportation 19%  30%  217%  Architectural Engineering  2.6% 24%
Auto Repair/Maintenance 23 27%  170%  Accounting Services 34% 24%
Total Share in Top 10 29%  504% Total Share in Top 10 3% 414%

Sourc: Author's calculations based on pooled 2013-14 American Community Suvey (ACS) data

While lless Iconcentrated lin Irelatively Ifew
lindustries, Imore Ithan Ihalf lof Iself-employed
limmigrants Iwith la Ihigh Ischool ldegree lor
Isome Icollege lown Ibusinesses lin lone lof Ithe
Iskill  Igroup-defined Itop 110 limmigrant
lindustries, 164.4 Ipercent land 150.4 Ipercent
Irespectively. 1Construction, Iprivate lhousehold,
land Irestaurant lindustries lare Ithe Ithree Imost
Icommon Ifor Iboth lof Ithese lintermediate Iskill
Igroups. IIn Ifact, Ithe Imost Icommon limmigrant
lindustries lare lidentical, Iwith Ithe lexception
Ithat Ilandscaping lis lamong Ithe Itop 110 Ifor
lhigh Ischool Igraduates Ibut Inot lamong
limmigrants Iwith Isome Icollege. linstead, Ireal
lestate Imakes Ithe Ilist las Ithe Ifourth Imost
Icommon lindustry Ifor Ithe llatter Igroup.
IOverall, Ithe Imost lcommon lindustries lare Inot
Istrikingly Idifferent Ibetween limmigrants lwith
Ino lhigh Ischool Idiploma land limmigrants lwith
la Ihigh Ischool Idiploma lor Isome Icollege.

Table 11 lalso Ishows Ithat Ihigh-skilled
limmigrants, Idefined las Icollege Igraduates lor
Ihigher, loperate Ibusiness lin Imany Inoticeably
Idifferent lindustries. 1The lonly loverlap lin Ithe
Imost Icommon limmigrant lindustries Ibetween
limmigrant Icollege Igraduates land Ithe lother
Iskill Igroups lare lin Iconstruction, Ireal lestate,

land  Irestaurants.  llnstead, lhealth  Icare
I(physicians land Identists), Iconsulting
I(management,  Iscientific, lor  Itechnical),

Icomputer Isystems ldesign, Ilegal Iservices,
larchitectural land lengineering, land laccounting
Iservices Imake lup Ithe Imost Icommon
limmigrant lindustries.

A llook lat Ithe lindustrial Icomposition lof Iself-
employed limmigrants Ipoints Ito limportant
Icontributions lin la Inumber lof lkey lindustries.
INot  Isurprisingly, Ithese linclude Isome
lindustries loften Iperceived Ito Ibe limmigrant
lindustries. IFor lexample, Iregardless lof
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leducational lattainment, limmigrant Ibusinesses
lare Imore Igreatly lconcentrated lin Iservices Ilike
Irestaurants, Ichild Icare, Iprivate Ihousehold, land
Ipersonal Itransportation I(taxi land Ilimousines)
Ithan lare 1U.S.-born Ibusinesses. IEspecially
Istriking, Imore Ithan Itwo Ithirds lof lall Ipersonal
Itransportation Ibusinesses lare limmigrant-owned.
ISelf-employed limmigrants lalso Icontribute
Isignificantly Ito Imany Ihigh-skilled lindustries,
lespecially lhealth Icare land lcomputer Isystem
Idesign.

How IWell IDo ISelf-Employed IImmigrants
IDo lin Ithe 1United IStates?

Earnings lare lanother Irelevant Imeasure lof
leconomic Icontributions land Ican Ibe lused las la
Igauge lof Ihow Iwell Iself-employed limmigrants
Ido lin Ithe 1U.S. llabor Imarket, lespecially Iwhen
Icompared Ito Isimilar 1U.S.-born Ibusiness
lowners. 1As Isuch, lcomparisons lof Idifferences
lin learnings Ibetween Iself-employed limmigrants
land Ithe Inative-born  Ished Ilight lon
Icontributions, Irelative Isuccess, land Ilabor
Imarket lintegration. ITo Imake Isuch la
Icomparison, |1l lestimate Iseparate learnings
Iregressions, by Iskill Igroup, lwhile Icontrolling
Ifor Iplausible learnings ldeterminants Isuch las
lage, llevel lof IEnglish Iproficiency, lgender,
Irace/ethnicity, Ihousehold Icomposition,
Igeographic llocation, land lindustry. Il luse Ithe
llog lof lannual learnings las Ithe ldependent
Ivariable land linclude Icontrols Ifor Iweeks
Iworked. ITo Ifocus Ithe lanalysis lon Ithose Imost
lactively lengaged lin Iself-employment, 1l
lexclude Ithose Iwho Ireport Iworking lless Ithan
140 lweeks Ithe Iprevious lyear lin Itheir Ireported
lowned Ibusiness.

The Isummary Istatistics Ifor Ithe lanalytical
Isamples lare Ishown lin ITable 12. ISome
linteresting lobservations linclude Ithese:

EMPLOYED, BY
INT AND NaTIviry, 2013-14

LDUCATIONAL ATTAI

Lss than High School High School Some College College Graduate

Tmmigants ~ US-bom  Tmmigrants US-bom—— Tmmigrants— UScbom— Inmigrants  US.-bom

Years in the United States 216 oA 240 U7
Recent 15¢% 5% 1.6% 2.2%
Noncitizen 71.2% 50.2% 38.5% 259%
Limited English m.1% 274% 14.0% T4%

Fluency
Mexico 392% 260% 14.6% 33%
Central America 7.7% 9.6% 6.4% 2.5%
China 22% 40% 46% 5%
Korea 0.5% 43% 56% 8%
Vietnam 30% 47% 46% 28%
India 1.5% 35% 52% 13.6%
California 33.0% 1% 24.1% 8.1% 26,8% 12.2% 268% 13.2%
Texas 209% 10.0% 10.6% 6.9% 8.5% 8% §4% 7.3%
Florida 9% 4.3% 10.6% 14% 9.6% 1.3% 11.0% 0%
New York 69% 6.5% 14.3% 6.4% 13.6% 6.4% 111% 5.7%
Age S 150 159 192 470 5.1 193 507
Married 61.5% 61.5% 65.0% 66.4% 670%  64.9% B2 TL5%

(Continued)

TABLE 2 (Continued)
SUMMARY STATISTICS, SELE-EMPLOYED, BY
EDUCATIONAL ATTAINMENT AND NATIVITY, 2013-14

Tess than High School High School Some College College Graduate

Tomigrants — US-bom  Tomigrants— US-om  Doigrants— US:bom Immigrants ~ US-bom

Number of 14 10 12 08 11 08 10 08
Children
Child Younger than 3 13.1% 10.9% 124% T7% 9.7% 11.9% 10.0%
Female 35.1% 2.7% 36.0% 314% 3154 367% 6% 4%
White 64%  T68%  B0% &% 200%  SI% 6% 893%
Hispanic §2.6% 138%  500% 63%  359% 63%  19.1% 36%
Black 1.9% 0% 5.1% 39% 1% 69% 54% 37%
Asian 8.3% 05%  195% 05%  258% 09%  35.7% 1.7%
Annual Farnings S2T855  SAI6H 36631 SI6I31  S43925  SHI3 SWIT9 $98710
Usual Hours 307 28 126 134 432 457 H2 154
WorkedAveek
Worked 40-47 Weeks §.5% 9.0% 5% 5% 78% 6.3% T4% 7.2%
Worked 4819 Weeks 2.3% 27% 30% 29% 38% 30% 4.2% 4.2%
Worked 50-52 Weeks §9.5% §5.4% 59.6% 59.6% 554% 90.7% 85.4% 85.6%

Number of Observations 6,614 T84 1204 65,62 6751 46166 15155 76470

Sounce: Author's caleulations based on pmfu|!()l.“>—ll American Community Survey (ACS) data.

» IThere lis la lhigh Iprevalence lof Ilimited
IEnglish Iproficiency lamong Iboth Iself-employed
limmigrants Ilacking la Ihigh Ischool Icredential
land Ithose Iwith Ino leducation Ibeyond lhigh
Ischool.

» IThe Ishare lof Ithe Iself-employed Iwho lare
IAsian lincreases Iwith leducational lattainment
lamong Iboth Iforeign- land IU.S.-born, lbut lis
lespecially Inoticeable lamong limmigrants.
 IThe Ivast Imajority lof Iself-employed
limmigrants Ireside lin ljust Ifour Istates—
California, IFlorida, INew I'York, land ITexas.
 IA lvery Ismall Ishare lof IU.S.-born Ibusiness
lowners lare Iminorities.

« 10nly lhigh-skilled limmigrant Ibusiness lowners
Iwork Imore lhours Iper Iweek Ithan 1U.S.-born
lentrepreneurs  Iwith Ithe Isame llevel lof
leducational lattainment.
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Finally, Ibut Ivery linterestingly, 1Table 12 lalso
Ishows Ithat Iwhile lon laverage, Ithe 1U.S.-born
Iself-employed Ibusiness lowners lhave Ihigher
lannual learnings Ithan Ido Ithe Iself-employed
limmigrants, Ithe Igap Idecreases Iwith
leducational lattainment. IAs lannual learnings
lincrease Imore Iwith leducational lattainment
lamong Iself-employed limmigrants Ithan lamong
Itheir 1U.S.-born Icounterparts, Ithe Idata lalso
Isuggest Ithat Ithe Ireturns Ito leducation lamong
Ithe Iself-employed lare Igreater lamong
limmigrants Ithan lamong Ithe Inative Iborn.

Of Icourse, Imany Ifactors Imay Icontribute Ito
Idifferences lin learnings Ibetween Iself-employed
limmigrants land Inatives. IFor lexample, Ithe Ifact
Ithat Imore Ithan Ihalf lof Iself-employed
limmigrants Iwith Ino Ihigh Ischool Icredential
Ireport Ilimited [English Iproficiency Isurely
Icontributes Ito Itheir Irelatively Ilower learnings.
IConversely, Ithe Isubstantially Igreater
Iconcentration lof llow-skilled Iself-employed
limmigrants lin Irelatively Ihigh-paying Istates
Ilike ICalifornia land INew I'York, lall lelse lequal,
linflates Ithe learnings lof Iself-employed
limmigrants. I1For la Ibetter lapples-to-apples
Icomparison, Il lestimate learnings Iregressions
laccounting  Ifor  lobservational Idifferences
Ibetween limmigrant land Inative-born Ibusiness
lowners. [Although Ithe learnings Iregression
lincludes Imany linteresting land linformative
lestimates I(shown lin ITable 13), Il Ifocus lon Ithe
lestimated llog lannual learnings lgap Ibetween
IU.S.-born land limmigrant Iself-employed—that
lis, Ithe lestimated limmigrant lindicator Ivariable
Icoefficient.

TABLE 3
OLS REGRESSIONS, 1LOG ANNUAL EARNINGS,
SELF-EMPLOYED, BY EDUCATIONAL ATTAINMENT

Less than High Some College
Variables High School School College Graduate
Immigrant 0.112%%* =0.003 -0.027 —0.062%**
(0.033) (0.024) (0.024) (0.021)
Limited English —0.178*%** —0.152%%%  —().165%** =0.314%%*
Fluency (0.028) (0.022) (0.035) (0.037)
\ge 0.004*** 0.004%** (LO0g > 0,003 **
(0.001) (0.001) (0.001) (0.000)
Married 0.125%#* 0.1]12*** 0.104%** 0.14]%**
(0.025) (0.011) (0.016) (0.013)
Number of 0.048%#* 0.03(%** 0.043%*+* 0.066***
Children (0.011) (0.005) (0.006) (0.005)
Child Younger —0.067* 0.020 -0.019 -0.008
than 5 (0.034) (0.019) (0.024) (0.020)
Female —0.274%** 0.240%** -0.285%** -0.307***
(0.043) (0.016) (0.020) (0.010)
Hispanic -(0.]92%** —0.202%*%* —0.104%** —-(.16T***
(0.056) (0.021) (0.024) (0.021)
African American =0.335%%* =0.162%¥%  —(]95%F*F  —0.2]T**
(0.071) (0.025) (0.030) (0.026)
Asian —0.038 —0.045 —-0.035 —0.054
(0.106) (0.025) (0.025) (0.037)
Usually Works 0.367*#* 0.305%%* 0,407 *** 0.4509%**
30-39 Hours (0.033) (0.017) 0.022) (0.016)
l"\n;\”‘\ Works 0.641%#* 0.652%%* 0.695%** 0.74S***
40 Hours (0.029) (0.017) (0.020) (0.017)
Usually Works More 0.864*** 0.857#%* 0.85]#** 0.973***
than 40 Hours (0.034) (0.018) (0.020) (0.016)
Worked 0.075 0,144 %% 0.166%** 0.153%%%
1549 Weeks (0.070) (0.043) (0.041) (0.020)
Worked 0.056 0.195%%* 0.211*** 0.162***
50-32 Weeks (0.043) (0.023) (0.028) (0.015)
Constant 8.989%»* 9.214%%* 9.266%** 0. 243%%*
(0.162) (0.061) (0.06S) 10.06S)
Observations 14412 76.600 52,463 S8.591
R-squared 0216 0.145 0.158 0.248

NoTtes. All regression specifications shown include state and industry fixed effects,
Robust standard errors in parentheses
#42 D<0.01, ** p<0.05, * p<0.1.

Figure 15 Ishows Iboth lunadjusted land ladjusted
learnings lgaps Ibetween limmigrant land Inative-
born Iself-employed. 1The lunadjusted Igaps lare
Istatistically Isignificant lacross lall leducational
lattainment Igroups. 1The Ilargest Igap lis lamong
Ithe Ileast-educated Iself-employed, Iwhere
limmigrants learn Iroughly 121 Ipercent lless lon
laverage Ithan Ithe llow-skilled Iself-employed
Iborn lin Ithe IU.S. IThe lunadjusted Idifference lis
labout 116 Ipercent lamong lhigh Ischool
Igraduates land lless Ithan 110 Ipercent Ifor Ithose
Iwith Isome Icollege lor Icollege Igraduates.
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FIGURE 5
EsTIMATED LOG ANNUAL EARNINGS GAP BETWEEN
U.S.-BORN AND IMMIGRANT SELF-EMPLOYED
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NoTE: Estimated log annual earings gap between U.S.-born and immi-
grant self-employed based on immigrant indicator variable using pooled
2013-14 American Community Survey (ACS) data. *** p<<0.01, i p<0.05,
% p<0.1, based on robust standard errors. Estimates are shown in Table 3.

However, lonce Iwe Icompare lotherwise
lobservationally Isimilar limmigrant land Inative
Iself-employed lindividuals, Ithere lis Ino
levidence lof Istatistically Isignificant Illower
learnings lamong Iself-employed limmigrants,
lexcept lamong Icollege Igraduates. IIn Ifact, Ithe
lestimates Isuggest lhigher limmigrant learnings
lamong Ithe lleast-educated Iself-employed.
IHowever, lamong Icollege Igraduates Ila
Istatistically Isignificant limmigrant-native Igap lof
labout 16 Ipercent Iremains leven lafter lall
Icontrols lare lincluded. IIn ladditional Imodel
Ispecifications Iwhere lindicator Ivariables Ifor
lyears lin Ithe IUnited IStates Iwere ladded, Ithe
Igap lis Ireduced Iwith Itime Ispent lin Ithe 1United
IStates. 1Annual learnings lare Inot Istatistically
Isignificantly llower Ifor Ihigh-skilled limmigrants
Iwho Ihave Ibeen lin Ithe IUnited IStates Ifor lat
lleast 115 lyears.2

Overall, Ithe learnings Iresults lindicate Ithat Iself-
employed limmigrants Imostly lhave lannual
learnings las lhigh las Ithe 1U.S.-born Iself-
employed, Icontrolling Ifor Irelevant Ifactors Isuch
las Idemographic Icharacteristics, Iskill Ilevels,
Igeographic llocation, land lindustry.

Sustainable
IEnvironment

Idevelopment, ITrade land

What lis Isustainable Idevelopment?

Sustainable lIdevelopment Imeans Imeeting Ithe
Ineeds lof Ithe Ipresent Iwhilst lensuring Ifuture
Igenerations Ican Imeet Itheir lown Ineeds.

It Ihas Ithree Ipillars: leconomic, lenvironmental
land Isocial. ITo lachieve  Isustainable
Idevelopment, Ipolicies lin Ithese Ithree lareas

lhave Ito Iwork Itogether land Isupport leach
lother.

In 12015, Iworld lleaders lagreed lon 1Agenda
12030, la Iset lof 117 ISustainable IDevelopment
IGoals land 1169 Itargets Iproposed Iby Ithe
IUnited INations.

The IEU lwas linstrumental lin Ishaping 1Agenda
12030. | IThe IEU land lits Imember Icountries lare
Ifully Icommitted Ito limplementing 1Agenda
12030 land lits ISustainable IDevelopment 1Goals
linto IEU Ipolicies.

A IBrief IHistory lof ITrade, IFinance land
ISustainable IDevelopment

The Ilhistory lof Ithe linternational Itrade-
sustainable Idevelopment Inexus Igoes Iback Ito
Ithe 11992 IEarth ISummit lin IRio Ide IJaneiro
Iwhen Inegotiators Ifaced Ithe Itask lof Idefining
lhow Isustainable Idevelopment Iwould Ibe
loperationalized. 1Building lon lan linternational
Iconsensus Ithat Irecognized Ithe limportance lof
la Isupportive linternational Iclimate lof leconomic
Icooperation, Inegotiators Imade Iclear lin IChapter
12 lof IAgenda 121 Ithat lan lopen, lequitable,
Isecure, Inon-discriminatory land Ipredictable
Imultilateral Itrading Isystem Imust Ibe lensured
Ito Ideliver lon Ithe Ipromises lof Isustainable
Idevelopment. ISignatories lalso lagreed lat Ithe
Itime Ithat Itrade Ipolicy Ishould Inot loperate lat
Icross-purposes Iwith linternational lefforts Ito
Icurtail lenvironmental Idegradation lor Ipromote
Idevelopment.

Ten lyears llater, Ithe IWorld ISummit lon
ISustainable IDevelopment, lheld lin
IJohannesburg, 1South 1Africa, lin 1September
12002, Irevisited Ithe Ilinks Ibetween Itrade,
Ifinance land Isustainable ldevelopment. 10n Ithis
loccasion, Iparticipants levaluated Iprogress lon
llinks  Ibetween Itrade land Isustainable
Idevelopment, Inoting Ithe Ineed Ito Isupport Ithe
Iconclusion lof Ithe IDoha IRound Ilof
Inegotiations  lwithin  Ithe IWorld ITrade
I0rganization I(WTQO), land Ithe limplementation
lof Ithe IMonterrey IConsensus lon Ifinancing Ifor
Idevelopment, Ito Ipromote I“open, lequitable,
Irules-based, Ipredictable land Inondiscriminatory
Imultilateral Itrading land Ifinancial Isystems Ithat
Ibenefit lall Icountries lin Ithe Ipursuit lof
Isustainable ldevelopment.”

The ladoption lof Ithe IMillennium IDevelopment
IGoals I(MDGs), Idrawn Ifrom Ithe IUnited
INations  IMillennium IDeclaration, lalso
Ipresented la Iglobal Isocial lcompact Iwhereby
Ideveloping Icountries Iwould Ido Imore Ito
lensure Itheir lown Idevelopment, land Ideveloped
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Icountries lagreed Ito Isupport Ithem Ithrough laid,
Idebt Irelief land Ibetter lopportunities Ifor Itrade.
Progress lin leach lof Ithese Ifronts Ihas Imoved lat
la Islower Ipace Ithan lexpected. IFurther Ito Ithe
Iglobal leconomic Icrisis, IDoha Inegotiations
Iremain Istalled land Ithe lachievement lof Ithe
IMDGs, Idespite Isome Iprogress lin lkey
Ideveloping lcountries, Iremains la Isubstantive
Ichallenge, lespecially lin ISub-Saharan IAfrica.
ILikewise, Ithe IMonterrey IConsensus lhas Inot
Idelivered Ithe Ipromises lexpected. 1The IUN lis
Imonitoring Ithe lachievement lof Ithe IMillennium
IDevelopment 1Goals. llts 12009 IMDG IReport
Inotes Ithat Ithe lindicators Irelated Ito 1Goal 17,
I“Ensuring |Environmental ISustainability,” lare
Istill Ifar Ifrom Imeeting Ithe Itarget, Iwith
Igrowing lIconcern lover Ithe Igrowth lof
Igreenhouse Igas lemissions land Iforest llosses lin
ISub-Saharan 1Africa land ILatin IAmerica land
Ithe ICaribbean.

Despite Ithe Imajor limpact lof Itrade land
linvestment lon leconomic lactivities Ithat limpact
Ithe lenvironment |- land Iresponses Ito Irelated
Iproblems llike Iclimate Ichange |- Ithere lis Ino
Isingle linstitution lat Ithe Iglobal Ilevel Itasked
Iwith lensuring Ithe Imutual Isupportiveness lof
Ithe linternational Itrade Iregime lwith Isustainable
Idevelopment. IMost laspects lof Itrade |- Ifrom
lintellectual Iproperty Irights Ito lagricultural
Ipolicy |- lare laddressed Iby Idifferent
linternational Iprocesses, Isuch las Imultilateral
lenvironmental lagreements lincluding Ithe TUN
IFramework [Convention lon IClimate IChange
I(UNFCCC), lorganizations llike Ithe IWTO lor
Ithe linternational IMaritime  IOrganization
I(IMO), land IUN Iprocesses land linstitutions
llike Ithe IUN IEnvironment IProgrammed
I(UNEP), Ithe IUN IDevelopment IProgrammed
I(UNDP) land Ithe IUN IFood land IAgriculture
IOrganization I(FAO), lwith Ivarying Idegrees lof
lattention Ito Ithe Ilinks Iwith Isustainability.

On Ithe linvestment Ifront, Imost IUN-related
linstitutions Ipromote Isustainable ldevelopment
Iwithin Itheir Irespective Imandates. IThe TUN
IClimate IChange IGateway Iprovides lan
lexample lof Ithe Inumber lof linstitutions Ithat
Ideal Iwith Ithe Iclimate Ichange lissue land
Isupport Iprojects Ito Ifurther Ithis lobjective. lIn
laddition, Iregional Idevelopment Ibanks I(IDB,
Ithe 1African IDevelopment IBank I(AfDB), IADB,
IEBRD, IEIB), Ithe I1Global IEnvironment IFacility
I(GEF), land linternational Icooperation
linstitutions lat Ithe Inational llevel, Iprovide
Ispecific  Ifunding  Ito  Isupport  Iglobal
lenvironmental Igoals.

Trade land IEnvironment lin Ithe IWTO

On 115 1April 11994, Imember Istates Ito Ithe
IGeneral IAgreement lon ITariffs land ITrade
I(GATT) Isigned Ithe IMarrakesh |Agreement,
Icommitting Ithemselves Ito Ithe Iresults lof Ithe
IUruguay IRound lof ITrade INegotiations. 1As la
Iresult lof Ithe IMarrakesh IAgreement, Ithe
IWorld ITrade 10rganization land Ithe Iresults lof
Ithe IUruguay IRound lentered linto Iforce lon I1
IJanuary 11995.

Although Ithe IWTO Iwas ldesigned Ito Iregulate
Itrade, las lopposed Ito Ithe lenvironment lor
Idevelopment, I1Uruguay IRound Inegotiators
Inevertheless Irecognized Ithe Igrowing
limportance lof Isustainable Idevelopment lin Ithe
linternational Ipolicy Idomain. 1As la Iresult, la
Ireference Ito Isustainable Idevelopment lappears
lin Ithe Ichapeau lof Ithe IMarrakesh 1Agreement,
Istating Ithat Itrade land leconomic lendeavors
Ishould Imake loptimal luse lof Ithe Iworld’s
Iresources lin laccordance lwith Ithe lobjective lof
Isustainable ldevelopment. IIn laddition Ito Ithis
Ireference, Iseveral lannexes Ito Ithe IMarrakesh
IAgreement Icontain Iprovisions lakin Ito Ithe
Iprinciples lof Isustainable Idevelopment.

For lexample, lArticle I5 lof Ithe IAgreement lon
Ithe 1Application lof ISanitary land IPhytosanitary
IMeasures Ispecifies Ithe luse lof Irisk lassessment
lin Idetermining lappropriate llevels lof Idomestic
Iregulation Ito Iprotect Ihuman, lanimal land Iplant
Ihealth. 1ISome Ihave largued Ithat lArticle I5 lis la
Itrade-specific lversion lof Ithe Iprecautionary
Iprinciple.

Similarly, 1Article 12.2 lof Ithe ITechnical IBarriers
Ito ITrade 1Agreement Isets lout Iwhich Ipolicy
lobjectives Iprovide llegitimate ljustification Ifor la
Itechnical Iregulation. 1These linclude: Iprotection
lof Thuman Ihealth lor Isafety, lanimal lor Iplant
Ihealth, land Ithe lenvironment.

From lits linception las Ithe IGATT, linternational
Itrade Irules lcontained Itwo Igeneral lexceptions
lin lits 1Article IXX I(General IExceptions) Ithat
Ihave Ibeen Iput Ito la Itest lin Imost Itrade land
lenvironment Idisputes. 1Article IXX Ithus lallows
Icountries Ito limpose Imeasures Ithat Ido Inot
Icomply Iwith IGATT Irules I(such las Ithose
Idiscriminating lamong Itwo Isimilar Iproducts) Iif
Isuch Imeasures lare ldeemed I“necessary Ito
Iprotect lhuman, lanimal lor Iplant Ilife lor
Ihealth” I(art 1XX(b)); land Ithose I“relating Ito
Ithe Iconservation lof lexhaustible Inatural
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Iresources lif Isuch Imeasures lare Imade leffective
lin lconjunction Iwith Irestrictions lon ldomestic
Iproduction lor Iconsumption” I(art 1XX(g)). IThe
lexceptions lare Inot labsolute, Ihowever, land
Imust Icomply Iwith Ithe Ilimits Iset lin IArticle
IXX’s Ichapeau Ito lensure Ithey lare lapplied lin
la Inon-discriminatory land Inon-arbitrary Imanner.
From Ithe ITuna-Dolphin ICase lin 11982, Ithrough
Ithe IGasoline, IShrimp-Turtle land IAsbestos
Icases, luntil Ithe Ilatest Icase lon Iretreaded Ityres
Ifrom IBrazil, Ithe IWTO lhas Ideveloped la Iset
lof Iprecedents lon Ithe linterpretation lof IArticle
IXX lexceptions Ithat lhave Idefined Ithe
Irelationship Ibetween linternational Itrade lrules
land Ithe lenvironment.

Other lelements lof Ithe IWTO Irules Iconsidered
limmediately Irelevant Ito Isustainable
Idevelopment lobjectives linclude, lbut lare Inot
[limited Ito:

provisions  Iregarding Ithe  ISpecial land
IDifferential ITreatment lof Ideveloping Icountries;
Article 127.3 I(b) lof Ithe ITrade-Related
lIntellectual IProperty IRights 1Agreement Irelating
Ito Ithe Ipatentability lof Ilife Iforms; land the
IAgreement lon IAgriculture.

In 12001, Ithe IWTO lheld lits IFourth IMinisterial
IConference lin IDoha, IQatar. IAt IDoha, IWTO
Imember IStates lagreed Ito Ilaunch la Inew Iround
lof Itrade Inegotiations Ithat Iwould loccur
lalongside Ithe Ibuilt-in lagenda. 1Under Ithe
IDoha IMinisterial IDeclaration, IWTO Imembers
lagreed Ito, linter lalia:

clarify Ithe Irelationship Ibetween Ithe IWTO
Irules land Imultilateral lenvironmental
lagreements I(MEAS);

support Ithe Icollaboration Ibetween Ithe IWTO
land IMEA lIsecretariats;

agree lon Ithe lelimination lof Itariffs land Inon-
tariff Ibarriers lon lenvironmental lgoods land
Iservices; land Ito

clarify land limprove IWTO Idisciplines lon
Ifisheries Isubsidies.

The IWTO’s ICommittee lon ITrade land
IEnvironment land lits I1Special 1Sessions lon Ithe
IDoha IMandate, lare lholding Inegotiations lon
Ithe lliberalization lof Itrade lin lenvironmental
Igoods land Iservices, land linteresting Iproposals
Iwere Imade Ito lliberalize Itrade lin Iclimate
Ifriendly Itechnologies, lor linclude Ibiofuels land
lorganic Iproducts lin Ithe Inegotiations, lbut 1—
leight lyears lafter Ithe ladoption lof Ithe IDoha
IDevelopment 1Agenda |- Ino Ibreakthroughs
Icould Ibe Ireported.

Meanwhile, Iregular Imeetings lof Ithe IWTO
ICommittee lon ITrade land IEnvironment
Icontinue Ito laddress lissues Isuch las Ithe leffect

lof lenvironmental Imeasures lon Imarket laccess,
lespecially lin Irelation Ito Ideveloping Icountries;
Ithe Irelevant Iprovisions lof Ithe 1Agreement lon
ITrade-Related 1Aspects lof lintellectual IProperty
IRights; land Ilabeling Irequirements Ifor
lenvironmental Ipurposes.

The IGlobal IEnvironment IFacility I1(GEF)

The IGlobal IEnvironment IFacility I(GEF) Iwas
lestablished lin 11991, land lis Itoday Ithe Ilargest
Ifunder lof Iprojects Ito limprove Ithe Iglobal
lenvironment. IThe IGEF’s 1178 Imember
Icountries Imanage la Itrust Ifund lunder Ithe
laegis lof Ithe IWorld I1Bank Ithat Iprovides Igrant
land Iconcessional Ifunding Ito Imeet Ithe
lincremental Icosts lof lachieving lagreed
lenvironmental Igoals, lin Ithe lareas lof
Ibiological Idiversity, Iclimate Ichange,
linternational lwaters, lland Idegradation, lozone
llayer Idepletion land Ipersistent lorganic
Ipollutants.

The IGEF lalso lacts las Ifinancial Imechanism Ifor
Ifour linternational lenvironmental Iconventions:
Ithe 1Convention lon IBiological IDiversity, Ithe
IUN IFramework IConvention lon IClimate
IChange I(UNFCCC) land lits IKyoto IProtocol,
Ithe IUN IConvention Ito ICombat IDesertification,
land Ithe IStockholm IConvention lon IPersistent
I0rganic IPollutants. 11t Thelps Ifund linitiatives
Ithat lassist Ideveloping lIcountries lin Imeeting
Ithe lobjectives lof Ithese lenvironmental
Iconventions, land lalso Icollaborates Iclosely
Iwith lother Irelated Itreaties land lagreements.

The IGEF Ipartnership lincludes 110 lagencies:
IUNDP; IUNEP; Ithe IWorld IBank; IFAQ; Ithe
IUN lIndustrial IDevelopment 1Organization
I(UNIDO); Iregional Idevelopment Ibanks; land
Ithe lInternational IFund Ifor 1Agricultural
IDevelopment I(IFAD). IThrough 12009, Ithe IGEF
Ihad lallocated 1US$8.6 Ibillion, Isupplemented Iby
Imore Ithan 1US$36.1 Ibillion lin Icofinancing, Ifor
Imore Ithan 12,400 Iprojects lin Imore Ithan 1165
Ideveloping lIcountries land Icountries lwith
leconomies lin Itransition. 1Through lits 1Small
IGrants IProgramme I(SGP), Ithe IGEF lhas lalso
Imade Imore Ithan 110,000 Ismall Igrants Idirectly
Ito Inongovernmental land Ilcommunity
lorganizations.

The IMonterrey 1Consensus

The IUN linternational 1Conference lon IFinancing
Ifor IDevelopment Iwas Iheld Ifrom 118-22 IMarch
12002, lin IMonterrey, IMexico, land Iconcluded
Iwith  Ithe ladoption lof Ithe IMonterrey
IConsensus Idocument. IThe Ipreparations Ifor
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Ithis Imeeting Istarted lin 1June 11997, lwhen Ithe
IUN IGeneral 1Assembly 1(UNGA) ladopted Ithe
IAgenda Ifor IDevelopment, Iwhich Icalled Ifor
Iconsideration lof Ithe lidea lof Iholding lan
linternational Iconference lon Ifinancing Ifor
Idevelopment.

In 12008, Icountry Irepresentatives Imet lat IDoha,
IQatar, Iduring Ithe Ifirst Iweek lof IDecember
land ladopted Ithe IDoha IDeclaration lon
IFinancing Ifor IDevelopment, Iwhich, linter lalia
Irestated Icommitments Iby Ideveloped Inations Ito
lachieve Ithe IODA lItarget lof 10.7 Iper Icent lof
Igross Inational Iproduct I(GNP), land Isought Ito
lexplain Iwhat Ithe linternational lcommunity
lunderstands Ifor Isound linternational Ipolicy lon
Idevelopment lassistance, ldebt Imanagement land
laid leffectiveness.

UNEP IFinance lInitiative I(UNEP IFI)

UNEP IFI lis la Iglobal Ipartnership Ibetween
IUNEP land lover 1170 Ifinance, linsurance land
lasset Imanagement linstitutions Ifrom laround Ithe
Iworld. 11t Iwas lestablished lin 11992 Ito lengage
Ifinancial linstitutions lin la Idialogue lon Ithe
Inexus  Ibetween  leconomic  Idevelopment,
lenvironmental  Iprotection land Isustainable
Idevelopment. IUNEP IFI Icollaborates Iwith
Icommercial land linvestment Ibanks, linsurance
land Ire-insurance Icompanies, Ifund Imanagers,
Imultilateral ldevelopment Ibanks land Iventure
Icapital Ifunds. IUNEP IFI Ideveloped Itwo
Ivoluntary Istatements lof lintent Ithat lare Isigned
Iby linstitutions ljoining IUNEP IFI.

Principles Ifor IResponsible IInvestment

In learly 12005, Ithe IUnited INations ISecretary-
General linvited la Igroup lof Ithe Iworld’s llargest
linstitutional linvestors Ito ljoin la lprocess Ito
Idevelop Ithe [IPrinciples Ifor IResponsible
lInvestment  I(PRI). IThe IPrinciples Ifor
IResponsible lInvestment lare la Ilist lof Ivoluntary
land laspirational Iprinciples Ithat lemerged las la
Iresult lof Ithis Iprocess. 1They Iwere Isigned Iby
Imore Ithan 1600 lasset lowners, linvestment
Imanagers land lprofessional Iservice Ipartners
Irepresenting 1US$18 Itrillion lof lassets land 136
Icountries, Iconfirming la Inew lItrend lin Ithe
lintegration lof lenvironmental, Isocial land
Icorporate Igovernance Iconsiderations las lan
lessential Ipart lof Igood Ibusiness.

International IHuman IRecourse IManagement

International IHuman IResource IManagement
I- lIntroduction

International Thuman Iresource Imanagement
Ibears  Iboth  Ifunctional land Istrategic
Iresemblance Ito lThuman Iresource Imanagement.
IFunctionally lit Iperforms lalmost Ithe Isame Iset
lof lactivities las lhuman Iresource Imanagement
I-  lrecruitment, Iselection, Iperformance
Imanagement, Icompensation, Itraining, lindustrial
Irelations, Icareer Imanagement letc. IStrategically
linternational IHRM lis Iclosely llinked Ito Ithe
Ibusiness Istrategy lof Ithe lorganization.

Hence linternational Ihuman Iresource
Imanagement Ican Ibe Idefined las Ithe Iset lof
lactivities linvolved lin Ihiring, Imanaging
Iperformance, Icompensation, Itraining land
Irelations Iwith lemployees Ilhired Ito Imanage
linternal loperations lof la lcompany, lwith la
Iview Ito lensure Ithe Isuccess lof Itheir
linternational Ibusiness land Istrategies.
International Thuman Iresource Imanagement
IHRM lis la Iset lof lactivities laimed Imanaging
lorganizational Ihuman Iresources lat linternational
llevel Ito lachieve lorganizational lobjectives land
lachieve Icompetitive ladvantage lover
Icompetitors lat Inational land linternational Ilevel.
IThere lare Iseveral lapplications Ihave Ito
Iperform Iby Imanager lof lan linternational
lorganization. IThese lapplications lof IHRM lare
Isimilar lwith Inational IHRM Ibut Imore
Icomplex.

Recruitment land Iselection

Recruitment land Iselection lis lattracting
Ipotential lapplicants land Iselect Ithe Ibest
Isuitable  lone  Ifor  lorganization  Ifrom
lalternatives. IRecruitment land Iselection lin Ithe
linternational Icontext Ishould Ibe Icarefully
Iplanned Ito lensure Ithe Iright Icandidates lare
Ideployed Ito linternational Iposts. IFailure Ito Ido
Iso lcould Irepresent la Ifinancial lloss land
linefficient luse

of Itime, lwhile lalso Iputting Ithe Icompany’s
Ireputation lat Istake.

IProcess lof linternational IRecruitment land
Iselection

° Determining Icompetencies lof IHR
Iprofessionals Ifor linternational Irecruitment land
Iselection

° International Irecruitment
° International Iselection
° Evaluation lof Ithe Isuccess lof

linternational Irecruitment land Iselection
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INTERNATIONAL RECRUITMENT PROCEDURE

DEFINING
INTERVIEW &
INTE! ll:NATI'ONAL . SOURCING . SHORT LISTING ‘ _FINAL
RECRUITMENT SELECTION
PRE-
COUNSELLING ‘ EMPLOYMENT . LOGISTICS . CONTRACT
SUPPORT ORIENTATION SUFEORT: it

Performance Imanagement

Performance lis lunderstood las lachievement lof
Ithe lorganization lin Irelation lwith lits Iset Igoals.
It lincludes  loutcomes  lachieved land
laccomplished Ithrough Icontribution lof
individuals. 11t lalso Ifocusses lon Iteams Ito Ithe
lorganization I°s Istrategic Igoals. IThe Iterm
performance lincludes leconomic las Iwell las
Ibehavioral loutcomes. IPerformance Imanagement
lis lall labout levaluating Iperformance lof
lorganizational land lindividual Iperformance. lln
IIHRM IPerformance Imanagement lincludes
Iperformance lof lexpertise lof IHCNs land IPNCs.
IPerformance lappraisal lis la Ipart lof
Iperformance Imanagement. IManager lor Isuperior
lappraise Iperformance lof Isubordinate Iby
Iseveral Irewards land Ibenefits.

Training land Idevelopment

Training lis la Iprogram Ifor lemployees Ito Ilearn
Ispecific lknowledge lor Iskills Ito limprove
Iperformance  lin  Itheir  Icurrent  Iroles.
IDevelopment lis Imore lexpansive land Ifocuses
lon lemployee Igrowth land Ifuture Iperformance.
IDevelopment lis Iproviding Imore Iresponsibility
land lauthority Ito la lemployee lexpand Itheir
Iskill 1and Iknowledge.

process lof Itraining land Idevelopment

identify lemployees Icareer Igoal land llacking lof
Iskillidentifytraininngprogrampreparecareerdevelo
pmentplanemployeediscussionrevise land ladjust
Iplan Iwhen Ineeded

Evaluate d Identify

Performance Training Needs

| .

Conduct and
i Establish
Deliver B
et Objectives
Training

N select Training *«/

Methods

Compensation

Compensation lis Ifinancial land leconomic
Ibenefits Ito Ithe lemployees Ifor Itheir leffort lin
Ithe lorganization. IHRM Idepartment Icategorize
lemployees land Iprovides Idifferent Ipackage Ifor
Ithose Icategories. IThere lare lIseveral Ifactors
laffect linternational lcompensation Ipackage.

IThey lare

° Culture

° Economic Ifactors

° Taxation

° Condition lof llabor Imarket

° Laws land Iregulation

° Standardization lversus llocalization
° Collective Ibargaining lof lemployees

International Irelation land
linstitutional lIcontext

Globalization Iprovides la Ichance Ito Ithe
lorganization Ito Irun lbusiness lin lother
Icountries. 1There lis lissue lof linternational
Irelation lwithin Ithat Itwo lor Imore Icountry.
IIHRM lhas Ito Ifocus lon Imaintaining Irelation
Iwith lother Icountries land lanalysis Ipolitical
Isituation lof Ithe Icountry. INow Ithere lare
Iseveral Iregulatory lorganizations lexists lin Ithe
Iworld Ilike IUnited INations land IEuropean
IUnion. linternational Irelation Ifocus land ltries
Ito Icontrol Ifactors larises Ifrom lhuman Irights,
Iglobal Ipoverty, Ithe lenvironment, leconomics,
Iglobalization, Isecurity, Iglobal lethics, land Ithe
Ipolitical lenvironment lissues

International IHuman IResource IManagement
I- IChallenges

According Ito IP. IV. IMorgan, lInternational
IHRM lis Ithe Iresult lof lan linterplay lamong Ithe
Ithree  Idimensions |— lhuman Iresource
lactivities, Itypes lof lemployees land Icountries
lof loperation. IThe Icomplexities lof loperating lin

Iglobal
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Ivarious lcountries land lemploying Idifferent
Inational Icategories lof Iworkers lis lan limportant
Ivariable Ithat Idifferentiates Idomestic land
linternational IHRM, Irather Ithan lany Imajor
Idifferences Ibetween IHRM lactivities Iperformed.
Broadly Istated, IIHRM lis I“the Iprocess lof
Iprocuring, lallocating land leffectively lutilizing
lhuman  Iresources lin la  Imultinational
Icorporation 1“. IWhen Icompared Ito Idomestic
Ihuman Iresources Imanagement, Ithe Iscope lof
ITHRM lis lvery Iwide.

For lexample, Iwhile Icompensating Ipeople lin
lIndia, Ithe IAmerican IMNC Imust Ikeep lin
Imind Ithe lexpectations lof llocals, Ithe
Icompetitor’s lcompensation Istructure, Itaxation
Iproblems lof Irepatriates, ITCN’s laspirations land
la lhost lof lother lissues Ithat Ihave la Ibearing
lon Ithe Ipsyche Ilof lemployees Ipossessing
Idifferent Iskills land lhaving Idifferent Icultural
Ibackgrounds I(both Iwithin land loutside Ithe
Icountry).

IHRM, Ithus, Irequires la Imuch Ibroader
Iperspective, lencompasses la Igreater Iscope lof
lactivities land lis Isubject Ito Imuch Igreater
Ichallenges Ithan lis Idomestic IHRM.
International IHRM Ican Ibe la Ichallenging
lexercise Ibecause lof Ifairly lobvious Ireasons:
I. lintegration llssues:

It lis Idifficult Ito Ipush Ithe Iright Ibutton lat Ithe
Iright Itime, lespecially lwhen Imanagers loperate
Ifrom lheadquarters Iseparated Iby Idistance.
IControlling loperations lof Isubsidiary Icompanies
lin Idifferent Iparts lof Ithe Iglobe Ithrough Iremote
Icontrol Ican Ibe Ireally Itaxing I— lespecially lin
Icoordinating leffort land Iput Ithe Isame lon Itrack
lin Isync Iwith Ithe lestablished Ipolicies lof la
Icompany.

I1. IHeterogeneous IFunctions:

International ITHRM Ican Ibe Ivery Ichallenging
Iwhen lone Itakes la llook lat Iwhat linternational
IHR Imanagers lare Isupposed Ito Ihandle lin
Iterms lof Ivariety land Icomplexity I— lincluding
lissues Irelating Ito linternational  Ihiring,
Iplacement, Iculture-specific Itraining,
Icompensation lIrelating Iproblems, ladministrative
Iservices Ito lexpatriates, Icarrying lout lappraisals
Ifrom Itime Ito Itime, loffering Igrowth
lopportunities Ito Ithe Italented lones, Iputting lout
Ifires lwith Ilabor, Iresolving Iconflicts land
Imaintaining Ihealth llabor-management Irelations,
letc.

The lemployees Isent labroad lon lan lassignment
Ineed Ito Ibe Itaken Icare lof lin la Ispecial Iway.
ITheir Ifamilies Itoo Ineed Ito Ibe Itaken Icare lof
lincluding Imedical, leducational, linsurance,

Itransportation Ibenefits, letc. IHR lissues Irelating
Ito Ithe labove lare Igoing Ito Ibe limpacted Iby la
Ivariety lof Ifactors lwhich Idemand la Icloser
lexamination.

Conclusion for Global Market and Local
Creativities: Global Market and Local
Development program | try to include Which topic
is very importance. And according to that | try to
give an overview in that topic. many topics | not
include because it is depending on studies pathway
and many topics is optional. You can’t find a
sequence here, for example you can find in
research paper. according to course conduced in
every University or semester wish | create the table
of content. if you go through or read this overview
than you will understand about your program
Objective. And you will get a summery of this
program or you can sum up this program.
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