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REGIONAL DEVELOPMENT IN THE WORLDWIDE CONTEXT

Tt x
The world has more that 200 countries and more thc'fm 6 billion People. OF these nagy,
fewer than 45 are fully industrialized, and they are mainly to be found in North Americ; ,,
Western Europe. The others aré at various stages of economic development. Of the Maige
economies in Eastern EUrope, Latin America, the Middle East, Africa, and Asia, only jay,
stands out economically, though South Korea, Taiwan, Singapore, and China are eme.»g:;;_.;
as Asian powerhouses. 1

Most of the world’s countries, then, are in the process of industrializing. But developmex
is slow, and major differences still exist between the developed and developing worlds wi:
respect to industrial output and the populations that output must Support. Some of the &
ferences are shown in Table 4.1.

North America, Western Europe, and Australasia (Australia and New Zealand) together
account for over 63 percent of the world’s GDP (31.3 percent, 30.8 percent, and 1.8 percer:
respectively), but they have less than 12 percent of the world’s population. At the otherend
of the spectrum, Latin America, the Middle East, Africa, and Asia account for about one-thir
of the world’s GDP (33.2 percent, but only about 24 percent without Japan), but have me
than 83 percent of the world’s population (more than 5 billion people). Asia in partiol
carries much of the population burden at over 60 percent, but accounts for only 23 perces
of global GDP and about 13 percent without Japan.
~ Population projections in Table 4.1 suggest that this situation is not likely to chang® et
in the future. For instance, Africa and Asia show steep increases in population. Thelr e“ﬁt
IE}DOT supply situations make them attractive to international corporations as ma“”fafmn?
sites, especially for labor-intensive operations. They also represent significant poterl[ial for lofs
ol gm@_ Industrially advanced countries are attractive because of ‘he“_ gl
e s ptni, s vl e et opultions s avaned T
Europe, Eastern E e world's major regions—North America, Latin Amer enly

' urope, the Middle East, Africa, and Asia—have developed uner v
why? In the following section, we look at th ; ; ool shapers of 18’
development, and the mai : : the geographic and historica
major factors influencing commercial development.

NORTH AMERICA S

-

Geographic Characteristics

North Amer; "
Figure 4.2;1‘:122: t};le purposes of this book, consists of the United Srates and 5::( s
of North America tghe?fecfliﬁ and the Central American countries ar geO_C:
; Ureé and history make th " Americd

em part of La
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Lk world a.nd Regional Analyses: Major Markets, Gross Domestic Products, and
TAB populations
/ 2006 Gr‘oss 2006 Average Population Estimates ang
Domestic GDP'per Projections (Millions)
firoduct () | Capita (5) Range per Capita (5) | 2005 | 2025 | 2080
/T/’ $916 $1,006 | $107 (Burundi) to 905 | 1,344 | 1,036 |
i 2.0% $6,696 (Libya) 14.1%
et | 135 $7,130 | $586 (Yemen) to 190 | NA | wa
i 2.9% $43,110 (Qatar)
| Kia $10,566 $3,201 $219 (Myanmar) to 3,905* 4,728 | 5,217
L’— 22.8% $35,757 (Japan) 60.7%
' North America $14,506 $43,668 $39,610 (Canada) to 330 388 437
l| 31.3% $44,110 (U.S.) 5.1%
| atin America $2,555 $5,500 $478 (Haiti) to 561 696 782
'\ 5.5% $18,062 (Bahamas) | 8.7%
| Western $14,270 $35,719 $18,070 Portugal) to 400 398 368
l Europe 30.8% $71,260 (Norway) 6.2%
| Gentral & $1,343 $4,634 $364 (Tajikistan) to 310 309 285
Eastern Europe 2.9% $16,986 (Slovenia) 4.8%
' Astralasia $840 $33,975 $25,420 (NZ) to 25 33 37
]- 1.8% $37,720 (Australia) 0.4%
!\ 436 7,905 | 9,075
i $46,351 (200"! )
(]
l\L (100%)
| "Nt g e

: =112 D Observer
Tees; Adapteq from “Indicators of Market Size,” Country Monitor, Dt_ece mber 25, .?IOOf:.uln ; rZQEfgp o
% Dmﬂ : mber 2006; United Nations, World Population Prospects, available at htg;gesa. : ;
4Book of Facts 2006 (Mahwah, NJ: World Almanac Books, 2005), 838-85%.

| GeOgTaPhically- Canada and the United States extend from the frozen A;wc tzr?c]ii;fgrgt
| tcl'0 ical stateg of Florida, Texas, and California. In terms of area, t’:anada:i 1: ;e IL S:iied SEa
th:?try In the world (smaller than Russia but larger than Ch'ma)' ag but because of the

g Ourth-largest nation. The two countries share a 3 000-mile por elrl. il
of;:: U8 climate i northern Canada, almost 80 percent of .canadlafr;;e“;vorld's largest gold
N yrg: Order. Canada has abundant raw materials and iigrll;ial;on barrels, behind Saudi
Arabial UM producers, 1t is also second in oil reserves (at 1

i in si and fourth in
ough extraction costs are a factor), ranks third largest in silver.
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The key advantages of the balanceq Scorecard are that :

o Goals and measures are looked at gs g Package, giving m,
pictures of corporate performance. : anagement more complete
o Goals and measures can be custom bt to
¢ Goals and measures relate to marketplace,
activities.

Suit corporate needs.
Competitive needs, and employees’ daily

COrporat'f 90'3'15 and feedback. E?Jen the best-laid plans of mice and men often go awry” sums
up the situation many companies face when goals

are not met. One study found that at the corporate
level, 55 percent of firms went back and refor-
mulated both Objf?Ctives and. Str&ftegies, 2.4 percent Publilius Syrus, 1st-century, BC,
revamped strategies but maintained their original writer of Latin maxims
goals, 15 percent adjusted their goals but main-

tained their original strategies, and the few
remaining companies maintained both original goals and strategies. "

At subsidiary levels, when supply chain goals are not met (dips in quality control, service
levels, lengthy new product development times, etc), local managements get the interested
parties together to solve the problem. If this does not work, regional or head office help is
sought and experts brought in from other parts of the company.

It is a bad plan that admits no modification.

The Benefits of Well-Executed Planning Processes

There are definite external and internal benefits when companies are diligent in their plan-
ning processes.

External benefits: Good resource-deployment decisions. Once management has evaluated
corporate performance, market trends, and projections, and has set goals, decisions ab(:_)u[
resource deployments must be finalized and market priorities established. A'good starting
point is to map out current resource allocations and prioritize thenl'l accord1.ng to market
Allractiveness criteria (usually market size and market growth rates). Figure 7.8 illustrates the
Process for the Asian division of a hypothetical international corporation. Current depioyc-i
T€Nts show that this company has manufacturing/converting and sales facilities in Japan an

M3, and corporate sales subsidiaries in Australia and Indonesia. In addition, .cor_pore;':e
?% € made in India, Thailand, the Philippines, Malaysia, and New Zealand. Reviewing the

ituation, Management has a number of options:

: ~xpand manufacturing in the rapid-growth China PRC market. i
Nsider adding corporate sales offices in Thailand, India, and possibly
| lippines to gain insights into these markets. If prospects look promising, n
manufacmﬁ“gfconverting operations might be added if sales volumes can supp
. Such i“VeStments, . i
“Valuate market prospects in Pakistan and Vietnam and conmder.appomtmg
1‘_"1D0rt!distributors. Burma (Myanmar) might be considered pending a move away
Ot its 1990 military junta to a democratic form of government.
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RKET SCREENING AND RISK ASSESSMENTS
Rker SCRE

uating country risks on a comparative basis (i.e .
using the same criteria) and, for individual :

rate and manage risk in those countries. This is a daunting task. Over 200 national mar-
ﬁep; proliferate in the global landscape, of which about 150 are economically significant (i.e.,

excluding island states and other tiny counFr_ies). and of \‘zvhich about 60 are mainstreamlT:;:
kets with significant business potential. Initially, most flvrms use data from comr;lferc;allitical
dors of business risk information. Seven pres of risk 'aref usually assessed: p y
economic, operational, financial, legal, taxation, and security factors.

hlitical Risks

: major influences on
Most companies focus first on political risks because gover ﬂmeﬂfz:rznd JS e e
fational economic performance; exchange rates; and legal';?[};nsig‘nals new directions in
i r other means,
Governmental change, through elections o
fational policies, e, stable democratic sys-
Cnuntfy governance systems vary in broad terms from ﬁ_ﬂl. I'nt?l'.:eu;r s dhncion
MS 10 nationg engulfed in civil or international strife with li

Causes of political risk are

- er
: ies or political pow

‘ Fractionalization of the political spectrum (multiple part '

8roups), ions (Middle East, Africa, Asi).
* Numergyg linguistic, ethnic, and religious facmr)l? s)

ictive means of retaining power (dlctatorfios

Ewdence of Xenophobia, nepotism, or C(.)rruP S éf wealth).
' by 0l conditions (e.g., uneven dis""_".‘t:lmmovemenr&

Bistence of radical, especially leftist, politic

- tabilizing
strations), des :
: ikes, demonstratio- e.g., those in
L S civil conflicts (stri nic rivalries (€8
qh.nems assiizltl-tlcal :uli:}l( lnChij:ges guerilla movements), eth
- ions, kidnappings,

ups in Irag)
i and Shi'ite gro e
A ko - ions (e.g.. Sunn he breakup o
o ), re] : lim factions (€6~ > ,wars (t
%“ﬂicgs twlgelg: :;?grilﬂwt?;mirrf Né::istian conflict in Nigeria)
igions (Muslim-

v
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£ 4.1 Geopolitical Analyses of Regianal Markets: Topic Overview
W R T

Geopolitical Analyses of
Regional Markets

L
Regional Development in the
Worldwide Context

Y

Regional Markets
Geopolitical Analyses

» Geographic Characteristics
e Historical and Cultural Perspectives
« Commercial Characteristics e

I

-*

Loy

‘ y y y Y I \
-

North Latin ; Western Eastern Middle I;ast s o iy
America | America | Europe | Europe and Africa

THE IMPORTANCE OF GEOPOLITICAL STUDIES

. - ' nomic
Geopolitical studies relate a region’s geographic Clrcumstance?raI:: Fﬁzts;};ﬁ:izﬁmwnd
development and present-day situation. Its importance stems fro S
how a region evolved and what factors influenced that evolutlgnr' buginesspeople, regional
influences has been a key factor in regional development. Fo

knowledge provides valuable background for

nal development, and gives

I : i cted regio
* Recognizing what historic factors have impa E d cultural development of

- ic an
insights into the regional forces affecting economic
HE e Siinchousglonal grouplng i inguistic compositions. Africa, for

* Understanding regional and national ethnic and lm% e e
—ample, has over 2,500 ethnic groups. Cameroor, < This affects regional
28 a0 Tanzaniajcach have oyer, 100,680 © groc? IIJ‘IZ:;IIiOﬂal efforts to unite
efforts to integrate economically and politically. an :
€Conomically and culturally.” . affectica mmunicaflons an g
U““11!31'Stamding how climates and topogfa_lph}” G ffects food production. Goo
infrastructure development. Climatic variability a tacilitate road. rail, and
topographies with few major geographic obstacles

;
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former Yugoslavia civil wars in the Democratic Republic of the ¢ ongo, Angols ;
Africa), and so on. ‘ -
Economic problems occur as development and economic restructuring cags

ployment or lack of job-creation capabilitic—;s. Economic chfmge and industria|
population shifts (rural to urbafl). t.hg Qpenmg up of countries to market forces
petition (e.g., the Asian financial crisis), and‘ s_lgmhcant disruptions as socia| and cy
changes accompany economic growth. Additional problems occur as high in ﬂatigu tur)
erode consumer purchasing power and push economies into downward spirals, N rates

As nations experience problems, the likelihood of governmental Change InCrease
a commercial perspective, some changes are positive as pro-business governments Come
power with mandates to reduce trade barriers and investment restrictions and facili;a:|J
money transfers into and out of the country. In other cases, anti-business governmens gai::
power (as in South America) and trade protection, investment restrictions, and lims g
financial transfers occur. Monitoring political events in perhaps 150 countries is a difficult
task for even the largest of international corporations. Hence, many subscribe to commer.
cial services that monitor and analyze political risk. A New York-based company, Poliica|
Risk Services, provides abbreviated and in-depth political coverage of major markets that
shows which political party (or leader) is in power, the extent of political turmoil, and who
is likely to be in power in 18 months’ and 5 years’ time. Prospects for foreign investments
(e.g., restrictions, ownership questions), trade (tariffs, taxes, import restrictions), and finan-
cial transfers (hard currency availability, foreign exchange restrictions) are evaluated. Key eco-
nomic indicators (inflation, economic growth, trade balances) are monitored; and exper
commentaries provide in-depth coverage for individual markets.

? high Unem,.
_ba5ed com.

S, Fl’{]m

Economic Risks

Yo . d A rees ort
Economic risk assessment involves evaluating the stability, openness, and market fo

entations of national economies. Advanced capitalistic countries with stable ec.onomflfceE{:’;’g
formance indicators and convertible currencies rate highly. Closed ecOﬂOmleso;L:lyl The
major economic fluctuations (e.g., hyperinflationary environments) are rate:;clude g
greatest economic risks relate to political mismanagement of the econOF.nY o erstimulfl“'"g
sistent government budget deficits (overspending), inflationary ten de.naes (2‘;5 in financ
the economy, or printing too much money), excessive or corruptive s

or product markets (e.g., nepotism or protectionism), and so on.

Financial and Foreign Currency Risks the I

g AT g
These measure a country's ability to meet its foreign financial obllgatl[?:: 3 S "f;fwﬁ
lihood that convertible currencies are available to pay for the lmpO”?BR *uses o
als, or profit repatriation needs. One company, Business Risk Services
in this evaluation: aluﬂ’ed:

e
d capital repatriation a

I Legal frameworks for profit, dividend, fees, an
as written and as practiced.
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——— MEand Marker @,
2. Ba]ancE-Of-paygllems analyses as currency moveme t o
ine its abili i nts int
determin ttly to generate foreign exchange, Trade LO and out of a country _
C ; ot

accounts .are scrutinized to evaluate trends, Key factors areu_:tm account, and capital v
(exports-imports) and the current account Serfotmin the crude trade balance

outflows [exports], service inflows and ce (trade ir

and government-orleqted flows). Net outflows are assessed '
positively graded. Capital flows (foreign direct investme o S e
. nts, portfolio inves

othf:r capital ?ow-s) are also assessed. Overall surpluses (financial inflows) t;:: o ; =

indicators as foreign exchange accumulates. Negative financial outflows (balarioy 5 f
& o ce-ol-

payments deficits) are more problematic in developing nations that lack financial

reserves and large, strong economies. 4

3 [nternational reserves are countries’ stocks of foreign currencies accumulated from
exports and capital inflows, and their gold holdings—both normally held at the
IME Countries holding plentiful reserves of hard currency (dollars, yen, euros, etc.)
receive high ratings. Those with few hard currency reserves get lower ratings.

Country gold holdings are assessed alongside convertible currency positions to give
overall evaluations of nations’ abilities to pay import bills.

Foreign debt assessments are evaluations of foreign debt relative to country gross
domestic product, with creditor nations receiving the highest rating. Also included
are foreign debt obligations in relation to hard currencies earned through exports.

Uperations Risks

Operations environmental risks are those associated with day-to-day management of foreign
enterprises. BRS includes evaluations of

* Political policy continuity, and whether governmental changes have major effects
on national policies.
Attitudes toward foreign investors and profits. | |
Degree of nationalization (i.e., government ownership of economic assets).
. Emea““aﬁc delays: corruption, bribes.
S¢ and enforceability of contracts. .

Labor cost and availability, including inclusiveness or exclusiven
(] °Pportunities.
. Av::x?bnity of professional services and contractors.

ity and cost o mmunications.
J y mﬁ’asrmcmre avajf;sﬁ?tlyfioads, rail. water systems; energy sources.
aliber of local managers, partners. .
L‘m Cial institutions and the availability of short- medium-,
Risks

ess of education

and long-term financing.

n contracts (e.g,, military, industrial,

%mnal are important where companies rely heavily 0 g c ounterfeit goods,

e
Markets) and when legal recourse may b€ necessary (
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harmaceutical products or processes). Legal risks range from nag;
itrary legal systems to those where judicial and enforc Nations g, 8
d, arbitrary, incoherent, and unclear, and where Civ“ement SYStems
and Conse dp

NStiyy,

]

medical or p
mature, and nonarb
politically influence
liberties are nonexistent.

&

Ong

Taxation Risks
e financial assets, money, products, and compone
nts ext

throughout world markets are aware of needs to satisfy national tax
risks range from those with well-developed and equitable tax framewgrimh?mies' Taxatig
resolution mechanisms to those where taxation systems are highly i“equifa‘;lth clear dispuy
€ and arbitra;:
rarih

implemented.

Companies that mov
Ensive)

Security Risks

For firms ; . ;
i mt:sattbt:e;f;r;:a;r; eicpatnates in their management of local subsidiaries
S e e b e l'o “(’)w‘ livels pf cri rr?e: little or no terrorism, and freedom [-opjé;ona
e ety “tis| nations. Civil strife, ethnic tensions, high crime rates 0
ik i peor risEs e ematic in some countries (e.g., Colombia, Peru, South Afﬁam
r personal security. : @

Business Risk Evaluation Methodologies

As m < :
shoulzrt;igers review market risk assessments, thef
s apare of hF)w such evaluations are derived P
) ate c'hfferences in risk research methodologies ™
General George s, Pation \Smlrcr;ercxal services. Business Risk Services (BRS). and
orld Markets Online (WMO), are contrasted.
takMa‘rkets covered: BRS covers about 50 markets WNO
Biisiness v : es in about 150 countries.
them differenfﬁlevamated' BRS assesses 15 factors in its operations ri
convertibility a 2 3; e pOl}CY continuity has a 3 weighting, economic
105 experts then. r’ professional contractors 0.5) to add up to 25. A pert
conditions) to totala;f)j)corllmtry CEONME R R FoRdit
BRS's political risk inde‘ the perfect operating environment. Similar procedures o
factors results i X (10 factors) and its R factor (4 factors). The summation @ o
- In an aggdregate sco i : s .+ pecomm™
dation (POR). Th re that is converted into a profit opportuni® «
. These range from 1A : ! 0 A2
(trade, technology, and assi to 1C (investment quality markets) throus!
actions). All risk a'nd Pg;SlstanCe contracts), to 3A-3B (trade only), to 44 o bus:md isto™
cal Vc:;ata is presented scores are projected for 1 and 5 years into the future d
MO provides me jon’
S i tion>" -
measures of six dimensions: political, economic, legal, (&% Opem-ng "
repfese : lc]saﬂ

security. Each di
3 dlm = . )

ension is rated in each market ona 1-5 rating, with ! 5 yie
Il six dimensio”

mal risk and {
5 being prohibitive risk. The sum and average of all

Take calculated risks. That is quite different
from being rash.

sk index and weights
growth and curren?

L
anent panel of +
ons) t0 4 (5”"8"?;
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expanSion.
¢ has prepared general 2005 market profiles for

What are the major similarities among these markets?
What are the major differences? ’

tan

.

these three Countries

information w ire i
what other information would you require in Preparing a preliminary re
port on these countries?
es?

| porket factor UsA Brazil h
ackground ?ecame inﬁe:pendent Became independent in 0 = ——
in 1776; civil war 1822 after three centuries . 'Gf s
1861-1865; very large, of Portuguese rule. Largest ;‘thatwns: cor?trol[gd
steady growth economy country in South America Ci}’m:?pemrs lfnm 191_1:
. nternational strife
Vast natural resources and until 1949 when
large labor pool became communist
until capitalist reforms
in 1980s
Total Area (square 9,372,558 8,511,965 9,596,960
kilometers)
(limate Varies from frozen Mostly tropical, temperate Diverse: tropical in
tundra in the north in south south, subarctic in
(Alaska) to semitropical north
in the south. Much of
United States is
temperate and ideal for
agriculture
Terrain Mountainous in the west 65% forests Much of China is
giving way to vast central covered by mountains
plains that merge with and desert; populations
the hills and low mountain Lye i the East, ";he“_"
s ol ranges of the east agriculture is productive
Natural Resources Coal, copper, lead, Bauxite, gold, iron ore, Coal, iron ore,

phosphates, uranium,
bauxite, gold, iron
mercury, zinc, silver,
potash, petroleum,
natural gas, timber

manganese, nickel,
phosphates,

platinum, tin, uranium,
petroleum, hydropower,
timber

tand Use; Arable
rmanent cro.ps
Manent Pastures

ests, wood lands

19%
0%

25%
30%

5%
1%
22%

el
10%

L‘S_&E_”—’/L_—-_—_—__—-_————
(Continued)

petroleum, natural gas,
mercury, tin, tungsten,
many other minerals,
much hydroelectric

potential
R

0%
43%
14%
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overall assessment ofcountry risk, v
5,00 (very high to extreme rigk).

Using commercial risk assessment services,
for three reasons. First, they are excellen; ;
they allow countries to be compared using th
ifying potential problem areas that neeq oo

research to ascertain effects on business st
evaluations of country markets, and as syc

jects. Firms wishing to trade or to license
ronmental analyses (e.d., currency pay

€ Same criteriz, T
ther investigation
reign direct inve
rategies. Similarly, low scores on Civi

°Nnt.

Risk service
: S such as Br
ndicators of gye > and WMO are usefy|

rall market conditions, Second

hird, they are useful in iden-
. For €xample,

low scores on
stment should

invite further

franchise or licensing agreements).

Second, assessments focusing on environmental factors often gloss over cultural aspects
of doing business. Separate evaluations of cultural environments are needed to identify nec-

essary business protocols—the importance of relationships, religious impact on commerce,
social class hierarchies, and so forth.

Third, individual industries have specific needs in their market evaluations, and general-
ized assessments have limited uses under these circumstances.

Special Case: Evaluating Emerging Markets'?

The importance of emerging markets and their

rapid rate of change pose difficulties for busi-
nesspeople evaluating market potential in these
tountries, As such, emerging country assessments
émphasize many developmental characteristics

The Global Web

For an updated evaluation of emerging market
listings, visit http://globaledge.msu

that get lost in broader evaluations. Markets to
Which these criteria apply include “big emerging
Markets” (BEMs) such as China, Hong Kong,
.iwan. Indonesia, Malaysia, the Philippines,
""§apore, Thailand, Brunei, Vietnam, India,

Is;

€N Weighted criteria. These are

uth Korea, Argentina, Mexico, Brazil, Turkey, Sout

‘2L, Portugal, the Czech Republic, Hungary, and RUSS‘?\‘!eneSS ¢
"€ approach to estimating emerging-market attracti

nt weig
mrhﬂt grﬂwth rate: Average indust[’y gﬂ]wth rate (1 5 Perce

.edu/ibrd/marketpot.asp.

Which markets are labeled “the best” and -“th_e
worst” according to the Michigan State criteria?

h Africa, Chile, Venezuela, Greece,

as been to evaluate BEMs

ighting).
Market gz Measured by country populations (20 percent Weig g

hting).
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Brazil

Nallon il

>
Markey A

Ching e

Nationa| Congre;.:‘%
2,979 members
elected/nominated by
municipal, regional,

and peoples’ congresses

One main party:

‘g?:'.‘-—-i“" @{; 100 seats, 6-year National Congress, g1 Qr_r.nl;;, p
A 'F;M » torms; House of 8-year terms; Chamber of
L Representatives, 435 Deputies, 513 seats. G-year
coats, 2'}*‘“ terms terms
Two major parties 11 major parties
] W w
" | numerous Catholic Church, landless
s

workers, labor unions

Chinese Communist

Few/none internally;
international pressure
groups (e.g., Human

Rights Watch)
e} | $10 trillion economy; High inflation up Quadrupling of economy
& k largest and most powerful to 1994, since 1978; second-
in world when “Real Plan” was largest recipient of
implemented foreign direct
investment globally
(including Hong Kong);
world’s second-largest
economy (GDP)
e Rience $36.200 $6,500 $3,600
(SF per c2pita)
e 34% 6% 0.4%
e Geowch 3.5% 4.5% 9%
Sovemment Badget | Mounting deficit Slight deficit (<2% budget) | In surplus
($250 billion+)
‘__h 9% 50%
t i Sectors 2%
% Agricattne 18% 29% ;:Z;
TSy Services 80% 62%
g
Seame Distribution . e
—_— s
' 30.5%
‘v
\:L ccount deficits Significant surplus: .
%2 o Paments | $700 billion trade deficit | Cument 2 Exports > imports an
(imports > exports) countered by surpluses significant capital.
on capital account inflows from foreign

direct investments

(Continued)



1 Mart shopper)- As a result, Chinese stores experi
refrigeration is wide ence ;
are used 9 spread, and Consyp ' try

tors saw Korea as :
f fic, In the more @ _ Commenta a rapid expane: 0
: A in , : : pansj " pa,
: rorns are SIMIE" to thos: vere unrespons’ve and the company had to sell its Korean ston Mt
wal-Mart. but nsu ot 1€ makes the region an attractive market, and Ch; )
Asia’sbde:elo m o b carrefou”s K retailer Tesco. and Germany's Metro, Na ang Kor::u?'
rticular h‘;”"sen:jre into the highly com petitive re'ta1l market of Westt?rn Europe have alsq ;
Wal-Marts . is home t0 14 of the world's hypermarket retailers. In Germany, been i
d the 74-unit Interspar group in 1998. There was r .al—Maﬁh "y
to Wal-Mart’s centralized warehouse system ﬁeﬁstance Mg
 executives telling them how to run thinom "mant
day low pricing philosophy that PﬁCediZ, and frop,
old its German stores to arch rival Metro. In Britain, th ple fooq
gave local managers freedom to run the bu sine'ss: ﬁrm"sta
gave ASDA stores access to its global purchasing system, and better technology for ’UaCkings st:;eu b
T saleg
ang

fes. Also, dialogs there were two-way. ASDA's efficient food-replenishment system
implementation, as were some product lines and management metvi';asdhmughtbm
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high risk: If industrs.e‘ C.0ﬂ1l1f3tl't0f5 or ['Jl.hl_llr international firme are present in high.ri A
it such courltfylmk? are manageable, The task of internationa maﬁa o Il'rt !gh—rlsklmarkets, the signal is
put not to be afraid (,Jt them. The role of commercial ri ators is tgo i: 'h?feforg, 15 to understand risks,
nole of the manager 1S to manage them. entify what risks are present; the

Global Insight's risk analy-ses rank nations and regions on a 1-5 g le- wi

|ess risk on political, economic, legal, taxation, Operational, and SeCqui: €, with lower scores indicating
NAFTA pations and Eurt.:-pe emerge as low risk in 2005 at less than 2 Ooyarneasures. Based on these, the
Saharan African countries averac'_:[e about 3.4 (significant risk), while -Midd?eregite scores, CIS 'and sub-

Asfa-PaCfﬁC nations come out with scores of 2.8. Yet North Africa had about o?,s i:’ North Aanan, and

eign direct investment (FOI) at about $85 biltion, and the Middte East hag $1soet;-u-”d 0: oy s

of that in the remainder of Asia. Clearly there are other factors at work inﬂuencin1 :;ﬂ o FD?, one-tenth

ment decisions other than country and regional risk. g foreign direct invest-

sk evaly

RusFia, too, has slowly em?rged as a more att.ractive market for investments, moving from $32 billion
of FDI in 2000 to over $197 billion in 2906. Business Risk Services noted numerous operating and polit-
ical weaknesses for. the former communist superpower (xenophobia, degree of nationalization, inflation,
infrastructure, capital markets, left-wing orientations of the Dumas Parliament, etc.). Recent problems
stemmed fror.n the currency crash of 1998, when Russia caught the Asian financial “flu” and saw its cur-
rency depreciate from 7 rubles per dollar to 27. Many international firms left or put their expansion plans
on hold, especially in the financial sector. But many foreign financial concerns stayed on as Russian banks
took a battering, with some going belly-up. One of them, Bank Austria Creditanstalt, used the crisis to
cement relations with its corporate clients and provide high-quality links with foreign markets through
its multilingual services. The bank also built up its relationships with the emerging Russian middle classes,
investing their savings, opening new branches in Moscow, and delivering new products and services such
as Visa debit cards, ATMs, and telebanking.

For some countries, solving one major problem is the key. In Brazil’s case, the introduction of a new
currency, the Real Plan in 1994, and a massive economic austerity program were the keys to prosperity.
Inflation dropped from 2,500 percent in 1993 to 4 percent in 1997. But Brazil has always been a market
to test a company’s patience. Stock market volatility, trade restrictions, corruption, and bureaucracy have
all been ongoing concerns. However, despite everything, international companies have flocked to Brazil,
with foreign direct investments rising from $42 billion in 1995 to $164 billion in 1999 to $221 billion in
2006. The Brazilian government during this period has been stable under the watchful eye of the Real
Plan creator, President Cardozo, and the country’s progress has been the mainstay of the Mercosur trad-
ing bloc, However, the election of leftist President Lula de Silva in 2003 caused some concerns among
Western companies, with a consequent slowdown of incoming foreign direct'investmen'rs... .

_ Mineral-rich Africa includes many countries labeled as high risk. .Risks multiply when rmmfng ﬁrm;l::’r::
{“:‘“t ventures with governments. Where governments are democratic and T?netjéi::t;ri f:; ge:esp:;nd-in:

hen governments are undemocratic, or unstable, problems accrue. !’oht.ma ins AR
"and with economic, legal, and personal security problems. Economic mismanagement, gover

3 : tric-
d'Eﬁgts’ and inflation have been common occurrences. Infrastructure problems, with power supply restric

i d
tions, fue| shortages, corrupt officials, and import restrictions, become part of everyday life. To counter an

"anage these sorts of problems, dependable and influential local representatives are essential.

. d of these, over
Personal security is a problem in over 70 countries, according to the U.S. govemment, an

: : ilities. Firms
have civi :ates or international company faci !
€ Wil wars or rebel groups that can ST et security systems). In Colombia, this

" Algeria spend g-g percent of budgets on security (fences, guards, South Africa, often resemble
U1 1S 4-6 percent. Expatriate houses in Lagos, Nigeria, or Johannesburg, >0 '

.
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