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Opening Case: China versus India: Who Will Win??

Fast-growing Chinese cities boast a modern infrastructure and a burgeoning economy.
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><HGHFB<9ABLMHKR9H?9BG=B: AMFE



http://www.state.gov/r/pa/ei/bgn/18902.htm
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IBG<> %G=B: A.L ;>>G >F>K@BG@ :L HG> H? MA> P>.EMAB>LM ><HGHFB>
=>0>EHIBG@ PHKE= %ML ><HGHFB< IKH@K>LL A:L ;>>G :<<HFI:GB>= ;R BG<
EB?> >QI><M:G<R EBM>K:<R K:M>L :G= ?HH=L><NKBMR #HE=F:G /:<AL IK>=
%G=B: L #, BG <NKK>GM IKB<>L PBEE HO>KM:D> "K:G<> :G= %M:ER ;R  #>
MA> 1GBM>="'BG@=HF :G= .NLLB: ;R G=&I:G;:R MH ;><HF> MA>

MABK= E:K@>LM ><HGHFR H? MA> PHKE= :?M>K MA> 1GBM>=/M:M>L :G= AB
<KNBLBG@ :M [I>K<>GM @KHPMA K:M> NGMBE MA> ?BG:G<B:E <KBLBL H?
:??><M>= <HNGMKB>L MA> PHKRE= HOK \..<> H? MA> >GMNKR %L %G=B:

HK ABG: MA> *>QM !<HGHFB< /NI>KIHBugingss Insidép;KN:KR

<<>LL>=)R AMMI PPP :NLBG>LLBGLB=>K <HF :K> RHN ;:>MMBG@ HG
<ABG: HK BG=B: HI

HMA %G=B: :G= ABG: A:O> L>0>K:E LMK>G@MAL :G= P>:DG>LL>L MA:M <HG|
MA> <HFI>MBMBO> ;:MME>@KHNG= ;>MP>>G MA>F

ABG:_L /IMK>G@MAL

Strong government control. ABG:_L E>:=>KLABI A:L :

=>0>EHIF>GM HKB>GM>= B=>HEH@R MA> :;BEBMR MH IKHFHM> :
BG=BOB=N:EL :G=:LRLM>F H? <HEE:;HK:MBO> IHEB<R K>0OB>P 0
LMKHG@ <>GMK:E @HO>KGF>GM <HGMKHE A:L >G:;E>= MA> <HN
>QI>KB>G<> <HGLBLM>GM :G= F.G:@>= ><HGHFB< LN<<>LL 0A>
@HO>KGF>GM =BK><ML ><HGHFB< IHEB<R :G= BML BFIE>F>GM:N
E>LL LNL<>IMB;E> MA:G =>FH<K:MB< %G=B: MH LN==>G <A:G@>L
?KHF IHEBMB<:E IK>LLNK>L

WTO and FDI.ABG:_L >GMKR BGMH MA> 3HKE= 0K:=> +K@:GBS:MB
30+ :G=BML ?HK>B@G =BK><M BGO>LMF>GM " % BG HMA>K @E
F:KD>ML A:L ;>>G :G BFIHKM:GM ?:<MHK BG MA> <HNGMKR_ L LN<:
@KHPMA #EH;:E ;NLBG>LL>L :ELH ?BG= MA> <HGLBLM>G<R :G=
IK>=B<M:;BEBMR H? MA> ABG>L> @HO>KGF>GM : IENL PA>G >O:E
=BK><M BGO>LMF>GM

Cheap, abundant labor. ABG:_L AN@> IHINE:MBHG H??>KL E:K@>
IHHEL H? LDBEE>= :G= NGLDBEE>= PHKD>KL PBMA ?>P>K E:;HK
K>@NE:MBHGL MA:G BG %G=B:

Infrastructure. 0A> @HO>KGF>GM A:L IKBHKBMBS>= MA> =>0O>EHII
H? MA> <HNGMKR_L BG?K:LMKN<MNK> BG<EN=BG@ KH:=L :G= AE
IHKML :BKIHKML M>E><HFFNGB<:MBHGL G>MPHKDL >=N<:MBHC


http://www.businessinsider.com/are-you-betting-on-china-or-india-2011-1?op=1
http://www.businessinsider.com/are-you-betting-on-china-or-india-2011-1?op=1
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A>EMA E:P :G=HK=>K F.LL MK:GLIHKM:MBHG :G=P:M>K :G= L>P:
MK>:MF>GM ?:<BEBMB>L

Effectiveness of two-pronged financial system. \OA> ?BKLM IKHG @

BL : P>EE KNG =BK><M>= <K>=BM LRLM>F MA:M <A:GG>EL ?NG=L
:G= |HLM:E =>IHLBML MH IHEB<R =>M>KFBG>= IN;EB< NL>L MA> L:
: IKH?BM HKB>GM>= :G= <HFI>MBMBO> LRLM>F :E;>BM BG >:KER :
BG>??B<B>GM LM:@>L H? =>O>EHIF>GM HMA IKHG@L <HGMBGN
NG=>K@H K:IB= @HO>KGF>GM LIHGLHK>= K>?HKFL MH F:D> MA>
>??><MBE&>KM >B=>E \ *HM>L LL>LLBG@ ABG:_L I<HGHFB<
.BL> IMK>SG@MAL 3>:DG>LL>L :G= %FIEB<:MBHGL | "HK>B@G ,HEI
>L>:K<A %GLMBMNM> &NER  :<<>LL>= &:GN:KR

AMMI PPP ?IKB HK@ >GHM>L D>B=>E :LL>LLBG@<ABG: AMFE

%G=B:_L /IMK>G@MAL

Infosys is one of IndiaOs new wave of world-class IT companies.

Image courtesy of Infosys.

Quality manpower. %G=B: A:L : M><AGHEH@B<:EER <HFI>M>GM
IG@EBLA LI>:DBG@ PHKD?HK<> L : F:CHK >QIHKM>K H? M><AGB:


http://www.fpri.org/enotes/200707.keidel.assessingchina.html
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PHKD>KL %G=B: A:L IKBHKBMBS>= MA> =>0O>EHIF>GM H? BML M>
:G= HNMLHNK<BG@ L><MHKL %G=B: BL MA> @EH;.:E E>:=>K BG M
IKH<>LL HNMLHNK<BG@ ,+ :G=<:EE <>GM>K L>KOB<>L BG=NLM
Open democracy.%G=B:_ L =>FH<K:MB< MK:=BMBHGL :K>BG@K:BG
BML LH<B:E :G= <NEMNK:E ?::KB< 3ABE> MA> IHEBMB<:E IKH<>LL
MBF>L ;> MNFNEMNHNL BM BL E>LL EBD>ER MA:G ABG: MH >QI>}
NG<>KM:BGMB>L HK LN==>G K>OHENMBHG:KR <A:G@>L :L. MAHL:
PBMG>LL>= BG MA>)B==E> LM BG E:M> :G=>KER
Entrepreneurship. %G=B: >GMK>IK>G>NKB:E <NEMNK> A:L E>= MH |
E>:=>KL LN<A :L MA> %G?HLRL <H?HNG=>K *:K:R:G: )NKMAR 1MB
MA> @EH;:E G>MPHKD H? %G=B:GL BG ;NLBG>LL :G=%G=B:G ;NLE
L<AHHE @K:=N:M>L %G=B: A.L :G :==BMBHG:E :=0:GM:@> HO>K A
M>KFL H? >GMK>IK>G>NKLABI HKB>GM>= ;:H=B>L LN<A :L MA> OB!
G>MPHKD 0A> %G=NL |GMK>IK>G>NKL HK MA> 3:=AP:GB "HNG=:\
PAB<A L>>D MH IKHFHM> >GMK>IK>G>NKLABI ;R :FHG@ HMA>K M
?:<BEBM:MBG@ BGOBGMR>GMIG>NKLABI .B=BG@ #KHPMA BG %G
:G= ABG:]%*/! :<<>LL>=&:GN:KR

AMMI DGHPE>=@> BGL>:= >=N <HGM>GML ONKG>K <?F

Reverse brain drain. $BLMHKB<:EER F:GR >F>K@BG@ :G= =>0>EHII
F:KD>ML >QI>KB>G<>= PA:M BL DGHPG :L ;K:BG =K:BG[PA>K> BML
RHNG@ I>HIE> HG<> >=N<:M>= FHO>= MH =>0O>EHI|>= <HNGMKB>
<<>LL ;:>MM>K CH;L BG<HF>L :G=IKHLI><ML ?HK <:K>>K :=0:G<>F
%G MA> |:LM =><:=> ><HGHFBLML A:O> H;L>KO>= MA:M MA> ?:LM
@KHPBG@ ><HGHFB>L H? ABG: :G= %G=B: :K>>QI>KB>G<BG@ M
K>0O>KL> 5HNG@ @K:=N:M>L :K> K>F:BGBG@ BG %G=B: :G= ABG:
INKLN> =RG:FB< =HF>LMB< HIIHKMNGBMB>L %G ?:<M HE=>K
IKH?>LLBHG:EL :K> K>SMNKGBG@ ?KHF =>0O>EHI>= <HNGMKB>L M
?HKMNG>L :G= <:K>>K :=0:G<>F>GML BG MA> IKHFBLBG@ EH<:E
><HGHFB>L[A>G<> MA> My»#&iSe brain draifA> :0>K:@> :@> H?

MA> %G=B:G K>MNKG>>L BL MABKMR R>:KL HE= :G= MA>L> :=NEN
>=N<:M>=[ [>K<>GM AHE=: F.LM>K L =>@K>> PABE> I|>K<>GM
AHE= AL OA> F.CHKBMR H? MA>L> =>@K>>L :K>BG F.G:@>F>GM
M><AGHEH@R :G=L<B>G<> %G=B:GL K>MNKGBG@ AHF> :K> >G
;R MA> BG<K>:LBG@ MK:GLI:K>G<R BG ;NLBG>LL :G= @HO>KGF>C
L MA> IHEBMB<:E ?K>>=HFL :G= MA> IKHLI><ML ?HK ><HGHFB<
@KHPKBO>D 3:=AP: \ >P:K> MA> .>0O>KL> K:BG K:BG MH %G=B:
:G= ABG: | TechCrunch<MH;>K <<>LL>= &:GN:KR

AMMI M><A<KNG<A <HF >P:K> MA> K>0>KL> :K:BG

=K:BG MH BG=B: :G= <ABG:

Indian domestic-market growth. <<HK=BG@ MH idde and
Development Report 20HK LNLM:BG:;E> @KHPMA IHEB<B>L \LAHNE



http://knowledge.insead.edu/contents/Turner.cfm
http://techcrunch.com/2009/10/17/beware-the-reverse-brain-drain-to-india-and-china
http://techcrunch.com/2009/10/17/beware-the-reverse-brain-drain-to-india-and-china
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;:L>=HG >LM:;;EBLABG@ : ;:E:G<>= FBQ H? =HF>LMB< :G= HO>KL>!l
=>F:G=],BHG>>K |=BM >LD \IQI:G= HF>LMB< ):KDh#/ ]
Pioneer/>IM>F;>K <<>LL>= &GNIKR

AMMI =:BERIBHG>>K <HF 1Q1:G= =HF>LMB< F:KD>M AMFE
%G=B: A.L : @HH=FBQ H? ;HMA BGM>KG:MBHG:E :G= =HF>LMB< F

I:<A <HNGMKR A:L >F;K:<>= MA> MK>G= MHP:K= NK;:GBS:MBHG =B??>K>GME!
‘NLBG>LL>L :K> BFl:<M>= BG MA> P:R <BMB>L :K> KNG

ABG: BL BG FN<A ;>MM>K LA:I> MA:G %G=B: BL 3ABE> %G=B: AL ;:K>ER I:B=
:MM>GMBHG MH BML NK;:G MK:GL?HKF:MBHG ABG: A:.L =>O>EHI>=:L>M H?
<HGLBLM>GM IK:<MB<>L :<KHLL >0O>KR >E>F>GM H? MA> NK;:GBS:MBHG HI>|
?NG=BG@ @HO>KG:G<> IE:GGBG@ L><MHKB:E IHEB<B>L :G=LA:I> %G=B:
NG=>KBGO>LM>= BG BML <BMB>L ABG: A:L BGO>LM>=:A>:= H? =>F:G=:G= (
<BMB>L MA> ?K>>=HF MH K:BL> LN;LM:GMB:E BGO>LMF>GM K>LHNK<>L ;R FI
LL>ML :G=K>M:BGBG@ : I>K<>GM LA:K> H? O:EN> :==>= M:Q>L 3ABE> %G=
LI>G=L I>K<:IBM: BG <:IBM:E BGO>LMF>GML BG NK;:G BG?K:LMKN<MNK> :C
ABG: LI>G=L  %G=B:G <BMB>L A:0> =>OHEO>= EBMME> K>:E IHP>K :G=
:<<HNGM:;BEBMR MH BML <BMB>L ;NM ABG:_ L F:CHK <BMB>L >GCHR MA> L.:
IKHOBG<>L :G= A:0> IHP>K?NE :G= >FIHP>K>= IHEBMB<:E :IHBGM>>L :L F:RH
3ABE> %G=B:_L NK;:G IE:GGBG@ LRLM>F A:L ?:BE>= MH :==K>LL <HFI>MBG@
?HK LI:<> ABG: AL : F:MNK> NK;:G IE:GGBG@ K>@BF> MA:M >FIA:LBS>L MA>
LRLM>F:MB< =>0O>EHIF>GM H? KNG =HPG :K>:L <HGLBLM>GM PBMA EHG@ K
?HK E:G=NL> AHNLBG@ :G= MK:GLBHAKMBHE :G=/ABKBLA /:GDA>
\+IBGBHG ABG: OL %G=Bafcial Time}R K>IKBGM>= HG )<'BGL>R

#EH;.E %GLMBMNM> P>LBM> :<<>LL>= & GAMAMR PPP F<DBGL>R <HF

F@B F@BG>PL HIBGBHG9<ABG:90L9BG=B: LI

>LIBM> MA> NK;:GBS:MBHG <A:EE>G@>L %G=B: BL EBD>ER MH ;>G>7BM BG
BML RHNG@>K =>FH@K:IAB<L \ R G>.KER [I>K<>GM H? ABG:_L IHINE:MB
PBEE ;>:@>= HKHE=>K <HFI:K>= PBMA HGER [I>K<>GBKkBX&%E:R: |
:G=/ABKBLA /.GDA> \+IBGBHG ABG: OL BtitamBigl Time}R

K>IKBGM>= HG )<'BGL>R #EH;:E %GLMBMNM> P>;LBM> :<<>LL>= & GN:KR
AMMI PPP F<DBGL>R <HF F@B F@BG>PL HIBGBHG9<ABG:900ABG=B: :LlI
MK>G= MHP:K= NK;:GBS:MBHG BL >0OB=>GM BG ;HMA <HNGMKB>L R [>K
ABG: L IHINE:MBHG PBEE ;> EBOBG@ BG NK;:G :K>.L :G= [>K<>GM H? %G=l
I>HIE> PBEE ;> EBOBG@ B3SABMBH;L :G=/ABKBLA /:GDA> \+IBGBHG

ABG: OL %G=Bijancial Time¥R K>IKBGM>= HG )<'BGL>R #EH;:E
%GLMBMNM> P>;LBM> <<>LL>= &:GMKIMI PPP F<DBGL>R <HF F@B
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http://www.mckinsey.com/mgi/mginews/opinion_china_vs_india.asp
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http://www.mckinsey.com/mgi/mginews/opinion_china_vs_india.asp
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F@BG>PL HIBGBHG9<ABG:90L9BGAR: ABLMHKB<:EER NGBJN> MK>G= H??>k

@EH;:E ;NLBG>LL>L >Q<BMBG@ F:KD>ML

/H PA:M F:KD>ML :K> EBD>ER MH ;>G>?BM MA> FHLM ?KHF MA>L> MK>G=L %
MA> E:K@>LM F:KD>ML PBEE ;> MK:GLIHKM:MBHG :G= <HFFNGB<:MBHG ~

A>EMA <:K> ?HEEHP>= ;R AHNLBG@ :G= NMBEBMB>L K><K>:MBHG :G=>=N:

%G=B: L LEHP>K @KHPBG@ LI>G=BG@ <:M>@HKB>L PBEE K>IK>L>GM LB@

HIIHKMNGBMB>L ?HK ;NLBG>LL>L ;><:NL> MA>L> F:KD>ML PBEE LMBEE ;> @k

BG <HFI:KBLHG PBMA MA>BK <HNGM>KI:KML BG HMA>K |:KML H? MA> PHKE=

<BMB>L MH=:R MA> ?:LM>LM @KHPBG@ <:M>@HKB>L :K> EBD>ER MH ;> MK:

<HFFNGB<:MBHG AHNLBG@ :G= NMBEBMB>L [>KLHG:E IKH=N<ML A>:EMA <

K><K>:MBHG :G= >=N<:MBHG %G :==BMBHG BG ;HMA ABG: :G= %G=B: NK;:C

BG?K:LMKN<MNK> F:KD>ML PBEE.B<R:IK=BB:L :G=/ABKBLA /:GDA>

\+IBGBHG ABG: OL %G=Bafcial Time$R K>IKBGM>= HG )<'BGL>R

#EH;.E %GLMBMNM> P>;LBM> <<>LL>= & GAMM PPP F<DBGL>R <HF

F@B F@BG>PL HIBGBHG9<ABG:90L9BG=B: LI

3ABE> ;HMA %G=B: :G= ABG: A:0> NGBJN> LMK>G@MAL :L P>EE :L F:GR LBFE
BM_L <E>:K MA:M ;HMA <HNGMKB>L PBEE <HGMBGN> MH @KHP BG MA> <HF
H??>KBG@ @EH;:E ;NLBG>LL>L >Q<BMBG@ G>P #HFHIMB%EKB>ML

INKIKBLBG@ !'<HGHFB< )BKEs&romist>IM>F;>K :<<>LL>= &:GNIKR
AMMI| PPP ><HGHFBLM <HF GH=> \ NFIB>K ;:NM "K>>K
.H:=] Economist>IM>F;>K <<>LL>= &:GN:KR

AMMI| PPP ><HGHFBLM <HF GH=> AKBL )HG:LM>KLDB \I=N<:MBHG
%G=B: OL ABG@rivate Sector Development BlIs§E= :GD IKBE

:<<>LL>= &GN:KR AMMI IL=;EH@ PHKE=;:GD HK@ IL=;EH@
>=N<:MBHG9BG=B: MYFPR:LB /BG@A \%G=B: OL RRDiplomatN@NLM

<<>LL>= &:GNIKR AMMI MA> =BIEHF:M <HF BG=B:G =><:=>
BG=B: OL <ABG: \0A>%G=B: OL ABG: >;M> +G> 1l ?HK %G=B: ]
Benzinga%:GN:KR :<<>LL>= &:GN:KR

AMMI PPP :>GSBG@: <HF @EH;:E MA> BG=B: OL <ABG: =>;:M> HG> NI
?HK BG=B4>0> $:FF \%G=B:_L =0:GM:@>L HO>K BMginferg Business

):K<A <<>LL>= &:GNIKR AMMI PPP :NLBG>LLP>>D <HF
@EH;:E;:BS ;EH@ @EH;>LIHMMBG@ :K<ABO>L BG=B:L9:=0:GM:@ AMFE
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Opening Case Exercise

/ 'MAB<:E >:LHGBG@ )NEMB<NEMNK:EBLF .>?E><MBO> 0ABGDBG@ G:E

/IDBEEL

,B<D :G BG=NLMKR :G= <HFI:.GR MA:M BGM>K>LML RHN L : @EH;:E
F:G:@>K H? MA> ?BKF RHN_O> L>E><M>= RHN_K> :LD>= MH K>OE
:G= %G=B: :G= =>M>KFBG> PAB<A F:KD>M MH >GM>K ?BKLM $HP
RHN >O:EN:M> >:<A F:KD>M :G= BML IHM>GMB:E <NLMHF>KL 1L>F
NG=>KLM:G=BG@ H? MA> LM:@> H? =>O>EHIF>GM ?HK >:<A <HNC
MA> <:L> LMN=R :L P>EE :L HGEBG> K>LHNK<>L 3AB<A <HNGMKR
RHN K><HFF>G=>GM>KBG@ ?BKLM :L>= HG RHNK NG=>KLM:G=E
MA>L> F:KD>ML PHNE= RHN K><HFF>G=: LMK:M>@R ?HK HGER F
<HNGMKR HK ;HMA
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4.1 Classifying World Economies

LEARNING OBJECTIVES

1G=>KLM:G= AHP ><HGHFB>L :K> <E:LLB?B>=
I0:EN:M> MA> LM:MBLMB<L NL>= BG <E:LLB?B<:MBHGL #*, #, ,,, :L P>EE
$% $,% #% :G=#)

Classification of Economies

IQI>KML =>;:M> >Q:<MER AHP MH =>?BG> MA> E>0O>E H? ><HGHFB< =>0O>EHIF>
<HNGMKR[PAB<A <KBM>KB: MH NL> :G= MA>K>?HK> PAB<A <HNGMKB>L :K> N
OABL =>;:M> <KHLL>L IHEBMB<:E ><HGHFB< :G= LH<B:E :K@NF>GML

3A>G >O:EN:MBG@ : <HNGMKR : F.G:@>K BL :LL>LLBG@ MA> <HNGMKR_L BG<
INK<A:LBG@ IHP>K H? BML I>HIE> MA> E>@:E K>@NE:MHKR :G=<HFF>K<B:E
BG?K:LMKN<MNK> BG<EN=BG@ <HFFNGB<:MBHG MK:GLIHKM:MBHG :G= >G>
HO>K:EE LHIABLMB<:MBHG H? MA> ;NLBG>LL >GOBKHGF>GM

3AR =H>L : <HNGMKR_L LM:@> H? =>O>EHIF>GM F:-MM>K 3>EE B? RHN_K> L>E
ENQNKR BM>FL ?HK >Q:FIE> RHN_EE P:GM MH ?H<NL HG MA> I>K <:IBM: BG<}
<BMBS>GL :G MA>R :??HK=": = B@G>K A:G=;:@ : ENQNKR <:K HK <NMME
AB@A M><A @:=@>ML %mhaRylIAHE> <:G :??HK= MA>L> >QI>GLBO> BM>FL B >
AHP E:K@> BL MA> =HF>LMB< F:KD>M "HK >Q:FIE> BG &:GRiK&hcialMixres
JNHM>L &BF + *>BEE : E>:=BG@ ;NLBG>LL ><HGHFBLM PAH LM:M>L VHNMA ~
<NKK>GMER :<<HNGML ?HK [I>K<>GM H? PHKE=#, /[HNMA ?KB<: <:G ;> LN<<
BM PHG_M ;> 8@ EB?>K SN@A>L " KB<_ K>:MHK ==L *>P<HF>RinafidifBLM ]
Times&:GN:KR <<>LL>= &:GNKR AMMI PPP ?M <HF <FL L

?2 <> > > > 2> AMFE BQSS )+ 10 [><MBHG

IF>K@BG@ ):KD>MBL<NLL>L MA> =>;:M> :KHNG= Mlwekfphd-market&=

PAB<A <HNGMKB>L LAHNE= ;> E:;:>E>=:L LN<A NM <E>:KER MA> LBS> H? MA>
:G BFIHKM:GM D>R ?:<MHK ?HK ;NLBG>LLI>HIE>

10>G BG =>0>EHIBG@ <HNGMKB>L MA>K> :K>:EP:RL P>:EMAR I>HIE> PAH P:G
:??HK= ENQNKR BM>FL NM MA>L> <HGLNF>KL :K> CNLM :L EBD>ER MH A>:= M
PHKE= MH F:D> MA>BK INK<A:L> :G= A:0O> EBMME> <HG<>KG :;HNM :GR =NMB>|
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https://www.cia.gov/library/publications/the-world-factbook/rankorder/2001rank.html
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Figure 4.3Per Capita GDP (Nominal) versus Per Capita GDP (PPP) of Select Countries (2010)

Sources: OList of Countries by GDP (Nominal) PevWikpitaiabitp://en.wikipedia.org/wiki/
List_of countries_by GDP_(nominal)_per. Expitantry Comparison: GDPNPer Capita (PPP),0 US Central
Intelligence Agendutps://www.cia.gov/library/publications/the-world-factbook/rankorder/2004rank.html
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MA:G MA> IHO>KMR H? BG<HF> 0A> I[HO>KMR H? <AHB<>L ?H<NL>L HG MA> <|
:G= E>:=L =BK><MER MH LMK:M>@B>L H? >FIHP>KF>GM :G= HMA>K :<MBHGL NV
HIIHKMNGBMB>L ?HK >O>KRHG> .><H@GBSBG@ MA> I[HO>KMR H? <AHB<>L (
BFIEB>L MA:M IHO>KMR FNLM ;> :==K>LL>= BG :EE BML =BF>GLBHGL GHM BG«<
:EHG2* , \OA> $NF:G ,HO>KMR %G=>Q $,%lJman Development Reports

<<>LL>= &:GNKR AMMI A=K NG=| HK@ >G LM:MBLMB<L BG=B<>L AIB

-MA>K MA:G F>:LNK> IHO>KMR ;R BG<HF> MA> $,% BL : <HFIHLBM> BG=>Q MA:
BG=B<:MHKL H? MA> FHLM ;:LB< =BF>GLBHGL H? =>IKBO:MBHG : LAHKM EB?>
E:<D H? ;;LB< >=N<:MBHG DGHPE>=@> :G=:E:<D H? :<<>LL MH IN;EB< :G=IKB
K>LHNK<>L =><>GM LM:G=:K=H? EBOBG@ O0A>K>:K>MPH =B??>K>GM $,%L][+
=>0>EHIBG@ <HNGMKB>L $,% :G=:GHMA>K ?HK: @KHNI H? L>E><M AB@A E
+K@:GBS:MBHG ?HK I<HGHFB< :G= >O>EHIF>GM <HNGMKB>L $,% PAB<A ;
K>?E><ML MA> LH<BH><HGHFB< =B??>K>G<>L ;>MP>>G MA> MPH @KHNIL $,%
: ?HNKMA BG=B<:MHK MA:M F>:LNK>L LH<B:E >Q<ENLBHG :L K>IK>L>GM>= ;R M
M>KF NG>FIEHRF3GM\0A> $NF:G ,HO>KMR %G=>Q $,%Iman Development

Reports.<<>LL>= & GN:KR AMMI A=K NG=I HK@ >G LM:MBLMB<L BG=B<>L Al

“Why Does All This Matter to Global Business?
1G

MR B> KB<A>LM <HNGMKB>L[EBD> (B><AM>GLM>BG -:M:K :G= (NQ>F;HNK@][}

fPRLAO> ;B@ EH<:E F:KD>ML HK BG <HGMK:LM MA> IHHK>hiWeMASMKB>L
NIEK@>LM EH<:E F:KD>M :L =>M>KFBG>= ;R MA> LBS> H? MA> EH<:E IHINE:MBH(
BOBEBG>LL F:G:@>KL G>>= MH <HFI:K> :G= <HGMK:LM : GNF;>K H? =B??>K>GM

E:LLB?RBG@ 3HKE=!<HGHFB>L


http://hdr.undp.org/en/statistics/indices/gdi_gem
http://hdr.undp.org/en/statistics/indices/hpi
http://hdr.undp.org/en/statistics/indices/hpi
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<E:LLB?B<:MBHGL LM:MBLMB<L :G=BG=B<:MHKL ;>?HK> MA>R <:G BGM>KIK>|

=>IMA :G=>QM>GM H? : EH<:E F:KD>M HIIHKMNGBMR ?HK MA>BK [:KMB<NE:K I
<HFI:GR

0A> @H:E H? MABL <A:IM>K BL MH K>0OB>P : L:FIEBG@ H? <HNGMKB>L BG MA>
=>0>EHIBG@ :G=>F>K@BG@ F:KD>ML MH NG=>KLM:G= AHP ><HGHFBLML :G:
:NLBG>LLI>HIE> I>K<>BO> F:KD>M HIIHKMNGBMB>L +? <HNKL> HG> <A:IM>K <
CNLMB<> MH :EE H? MA>L> F:KD>ML ;NM MAKHN@A L>E><M >Q:FIE>L RHN_EE
A:0> >0OHEO>= BG MA> IHLMZ3HKE= 3:K %% @EH;.:E ><HGHFB< IHEBMB<:E :G=
>GOBKHGF>GML .>F>F;>K MA:M MA> @H:E H? :GR LN<<>LL?NE ;NLBG>LLI>KL}F

FHGBMHK MA> <A:G@BG@ F:KD>ML :G= LIHM HIIHKMNGBMB>L :G= MK>G=L :A>
A>K I>>KL

E:LLB?RBG@ 3HKE=!<HGHFB>L
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Advice to Students

0A> F:.CHK <E:LLB?B<:MBHGL NL>= ;R :G:ERLML :K>>0OHEOBG@ O0A> IKBF:KR
=>M>KFBGBG@ MA> LM:@> H? =>O>EHIF>GM F:R <A:G@> PBMABG : =><:=> :|
=>FHGLMK:M>= PBMA MA> :==BMBHG H? MA> @>G=>K :G= IHO>KMR BG=B<>|
PBMA >0O>KR @EH;:E <KBLBL HK >O0>GM MA>K> L : M>G=>G<R MH :== FHK> :
LM:MBLMB<L BGMH MA> FBQ /:O0R @EH;:E F:G:@>KL A:0> MH LHKM MAKHN
=>M>KFBG> PA:M_L K>E>0:GM MH MA>BK BG=NLMKR :G= MA>BK ;NLBG>LL H
HK FHK> <HNGMKB>L "HK >Q:FIE> BG MA> ?:EE H? :?M>K MPH R>:KL H?
?BG:G<B:E <KBLBL @EH;:E BGO>LMHKL LM:KM>=NLBG@ : G>P :<KHGRF MH
<A:G@BG@ ><HGHFB< ?HKMNG>L :FHG@ <HNGMKB>L $%% L HK A>:OBER E
BG=NLMKB:EBS>= <HNGMKB>L 0A>L> <HNGMKB>L BG<EN=> MA> 1GBM>= /N
'‘BG@=HF :G=&:I:G " >O>EHI>= F.KD>ML :K> ;:LB<:EER ;>A:0OBG@ EBD> >F>K
F:KD>ML _L:RL$/ L .B<AK=5>ML>G@: " G=>F>K@BG@ F:KD>ML :K> JNB<L
;><HFBG@ FHK> =>0O>EHBEER !0:GL \"$%% *:MBHGL K> <MBG@ (BD>

:<DP:M>KL Wall Street JournakMH;>K <<>LL>= &:GN:KR
AMM| HGEBG> PLC <HF :KMB<E>
/ AMFE %GO>LMHKL :K> INEEBG@

FHG>R ?KHF MA> =>0O>EHI>= <HNGMKB>L :G= BGMH MA> .% <HNGMKB>L B
.NLLB: %G=B: :G= ABG: PAB<A :K>\"PA>K> MA> IHINE:MBHG @KHPMA BL P
MA> K:P F:M>KB:EL :K> :G= PA>K> MA> ><HGHFB< @KHPMA BL _ L:RL )B<A:>E
@EH;:E >INBMR LMK:M>@BLM :M :GD H? F>KB<: )>KEBEDBGY"$%% _
*MBHGL K> <MBG@ (BD> :<DP:WaKS{reet JournakMH;>K

<<>LL>= &:GN:KR AMMI HGEBG> PLC <HF :KMB<E>

/ AMFE The key here is to

understand that classificationsNjust like countries and international businessNare
constantly evolving.

-MA>K MA:G ;>BG@ HO>KPA>EF>= ;R MA> >0OHEOBG@ =:M: BM_L <KBMB<:E
whyMA> <A:G@>L :K> H<<NWKBAMBBMN=>L :G= I>K<>IMBHGL :K> LAB?MBG@
if MA>R :K> LNIIHKM>= ;R K>:E O>KB?B:;E>=M: %G MA> :;HO> >Q:FIE> H? $%
BGO>LMHKL ?KHF MA> F:CHK ><HGHFB>L :K> EBD>ER FHMBO:M>= :R JNB<D
LMH<D IKB<>L :G= MA> IK>O:BEBG@ I>K<>IMBHG MA:M >F>K@BG@ F:KD>ML
<HFI:GB>L MA> ;>LM @KHPMA IKHLI><ML NM :L:;NLBG>LLI>KLHG MA> MBF:
RHNK <HFI:GR PHNE= ;> BG R>KL GHM FHGMAL LH BM_L BFIHKM:GM MH >0
BG?HKF:MBHG ;:L>= HG RHNK <HFI:GR_L @H:EL K:MA>K MA:G K>ERBG@ HG |
BGO>LMF>GM F:KD>ML HK HMA>K LBG@NE:KER ?H<NL>= BG=NLMKR IKH?>|

OH MKNER FHGBMHK MA> @EH;:E ;NLBG>LL :K>G: :G= L>E><M IKHLI><MBO> <
RHN G>>= MH ?HEEHP MA> G>PL MK>G=L :G=:0:BE:;E> BG?HKF:MBHG ?HK :

E:LLB?RBG@ 3HKE=!<HGHFB>L


http://online.wsj.com/article/SB10001424052748704789404575524402059410506.html
http://online.wsj.com/article/SB10001424052748704789404575524402059410506.html
http://online.wsj.com/article/SB10001424052748704789404575524402059410506.html
http://online.wsj.com/article/SB10001424052748704789404575524402059410506.html
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MBF> +O>K MBF> L:OOR @EH;:E F:G:@>KL =>0O>EHI| : @>H@K:IAB< BG=NLM
IKH=N<M >QI>KMBL>[HK LHF> <HF;BG:MBHG OAHL> PAH ;><HF> >QI>KML HG
LI><B?B< <HNGMKR LI>G=: @K>:M =>:E H? MBF> BG MA> <HNGMKR LHF>MB|
E:G@N:@> :G=:EFHLM :EP:RL =>O>EHI :G NG=>KLM:G=BG@ H? MA> <HNGM}
IHEBMB<:E ><HGHFB< :G=LH<B:E ABLMHKR :L P>EE L BML <NEMNK> :G=>C
@:BG : =>>I>K DGHPE>=@> H? FHK> MA:G CNLM MA> <HNGMKR_L <NKK>GM
>GOBKHGF>GM %G MA> ;NLBG>LL PHKE= MA>L> ?HEDL :K> :??><MBHG:M>E
A:G=L][:L BG A>BL :G\HE= ABG: A:G=] HK :G \HE= %G=HG>LB: A:G=] OABL BL :
K>?E><MBHG H? AHP L>:LHG>= HK >QI>KB>G<>=: I>KLHG BL PBMA : <HNGMEK

KEY TAKEAWAYS

X 0A>K> :K> LHF> <E:LLB?B<:MBHGL MA:M :K> <HFFHGER NL>= MH =>?BG>

H? : <HNGMKR_L =>O>EHIF>GM 0A># , BL MA> O:EN> H? :EE MA> @HH=L
L>KOB<>L IKH=N<>= ;R : <HNGMKR BG : LBG@E> R>:K 0A> BG<HF> [>K |>
. :>MM>K BG=B<:MHK H? MA> LMK>G@MA H? MA> EH<:E ><HGHFR :G= M
HIIHKMNGBMR ?HK : G>P <HGLNF>K IKH=N<M BL MA> GHFBG:E I>K <:IBN
# ,[MA> # , =BOB=>= ;R MA> IHINE:MBHG H? MA> <HNGMKR "BG:EER MH
<HFI:K> IKH=N<MBHG :G= BG<HF> :<KHLL <HNGMKB>L ><HGHFBLML :=C
MABL GNF;>K MH K>?E><M MA> =B??>K>GM <HLML H? EBOBG@ BG LI><|
vy :=CNLML MA> >Q<A:G@> K:M> ;>MP>>G <HNGMKB>L MH >GLNK> MA:M
BL INK<A:L>= ?HK MA> L:F> IKB<> BG MA> L:F> <NKK>G<R

X 0A>$ % F>LNK>L I>HIE>_L L:MBL?:<MBHG BG MAK>>D>R :K>L EHG@

A>EMAR EB?> BG M>KFL H? EB?> >QI><M:G<R  :<<>LL MH JN:EBMR >=]
>IN:EER :G= :=><>GM LM:G=:K=H? EBOBG@ BG MA> ?HKF H? BG<HF>
BL F>:LNK>= ;IRe expectancil ;BKMA DGHPE>=@> BL F>:LNK>=;R:
<HF;BG:MBHG H? MASiteNEWK:M> :G= MA> <HF;BG>= IKBF:KR

L><HG=:KR :G= M>KMB:KR @KHLL >GKHEEF>GM K:MBH :G= LM:G=:K= H’
(income as measuredIby) <:IBM: # ,

X IM:G=:K=L :K> <HGLM:GMER >OHEOBG@ MH F>>M <A:G@BG@ @EH;:E L+«

BGLM:G<> BG MA> 1* | :==>= MA> $,% MH ?:<MHK BG MA> =>GB:E H? ;:
HIIHKMNGBMB>L :G= <AHB<>L MH MAHL> PAH EBO> BG IHO>KMR %M _L
NG=>KLM:@hy MA> <A:G@>L :K> H<<NWK&O@BMN=>L :G=

I>K<>IMBHGL :K> LAB?MBG@A>G=K> LNIIHKM>= ;R K>:E O>KB?B:;E>

=:M:

E:LLB?RBG@ 3HKE=!<HGHFB>L
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EXERCISES

[ >?E><MBO> 0ABGDBG@ G:ERMB<:E /DBEEL

E:LLB?RBG@ 3HKE=!<HGHFB>L

>L<KB;> MA> F:BG <KBM>KB: NL>= MH <E:LLB?R ><HGHFB>L

[>E><M MPH <HNGMKBEINKG B=>GMB?RBG@ # , I>K [>KLHG :G=
K>L>:K<A MA> EH<:E ><HGHFR K> RHNK ?BG=BG@L <HGLBLM>GM PBM
PHNE= >QI><M ;:L>= HG MA> <HNGMKR K:GDBG@L 3A:M BL MA> ANF.G
=>0>EHIF>GM K:GDBG@ ?HK >:<A <HNGMKR %G RHNK HIBGBHG :K> M/
K:GDBG@L <HGLBLM>GM PBMA MA> # , K:GDBG@L
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4.2 Understanding the Developed World

ELH DGHPG L :=0:G<>=

LEARNING OBJECTIVES

1G=>KLM:G= PA:M MA> =>0O>EHI>= PHKE= BL
%=>GMB?R MA> F:CHK =>0O>EHI>= ><HGHFB>L

The Developed World

):GR I>HIE> :K> JNB<D MH ?H<NL HG MA> =>0>EHIBG@ ><HGHFB>L :G=>F>K@
‘L H??>KBG@ MA> ;KB@AM>LM @KHPMA IKHLI><ML G=BG=>>= MABL BL H?M
$HP>0O>K RHN LAHNE=G_M HO>KEHHD MA> =>0>EHI>= ><HGHFB>L MA>R MH
@KHPMA HIIHKMNGBMB>L =>I>G=BG@ HG MA> LI><B?B< IKH=N<M HK L>KOB<
NG=>KLM:G= PA:M =>0O>EHI|>= ><HGHFB>L :K> :G= MH =>M>KFBG> MA>BK LNBN\
<HFI:GR_L LMK:M>@R

%G >LL>Cdeveloped economies :ELH DGHPG :L :=0:G<>= ><HGHFB>L :K>
<AK:<M>KBS>=:L IHLMBG=NLMKB:E <HNGMKB>L[MRIB<:EER PBMA : AB@A I>K
<HFI>MBMBO> BG=NLMKB>L MK:GLI:K>GM E>@:E :G= K>@NE:MHKR >GOBKHG
=>0>EHI>= <HFF>K<B:E BG?K:LMKN<MNK> >0O>EHI|>= <HNGMKB>L :ELH M>G=
ANF:G =>O>EHIF>GM BG=>Q $ % K:GDBG@L[EHG@ EB?>>QI><M:G<B>L AB@
A>EMA <:K> >JN:E :<<>LL MH >=N<:MBHG :G= AB@A BG<HF>L %G :==BMBHG
<HNGMKB>L H?M>G A:0> =>FH<K:MB<:EER >E><M>= @HO>KGF>GML

%G @>G>K:E MA> =>0>EHI|>= PHKE= >G<HFIl:LL>L :G:=: MA> 1GBM>=/M:M>L G
INKHI> &:1:G /HNMA 'HK>: NLMK:EB: :G=*>P 6>:E:G= 3ABE> MA>L> ><HGHFB>
A:0> FHO>= ?KHF : F:GN?:<MNKBG@ ?H<NL MH : L>KOB<> HKB>GM:MBHG MA>
LHEB= F:GN?:<MNKBG@ ;:.L> $HP>0O>K CNLM ;><:NL>:G ><HGHFR BL =>0O>EH]I:
F>:G MA:M BM_L :FHG@ MA> EEK@>LM ><HGHFB>L G= <HGO>KL>ER LHF> H?
E:K@>LM ><HGHFB>L[PABE> @KHPBG@ K:IB=ER[=HG_M A:O> <HFI>MBMBO> B
MK:GLI:K>GM E>@:E :G= K>@NE:MHKR >GOBKHGF>GML 0A> BG?K:LMKN<MNK
<HNGMKB>L PABE>BFIKHOBG@ BLG_M R>M <HGLBLM>GM HK LN;LM:GMB:E >
?NEE ;:L> H? ;NLBG>LL :G= <HGLNF>K =>F:G= HNGMKB>L EBD> K:SBE .NLLB:

S<HGHEB>L MA>L> <HNGMKB>ABG:[(ELH DGHPG L .% [:K> AHM >F>K@BG@ F:KD>ML ;NM :K> GHM R>M <HGL

<A:K:<M>KBS>= ;L IHLMBG=NLMKBEEH|>= ;R FHLM PB=>ER :<<>IM>= =>7B<ABI®

GLIF>K@BG@ ):KD>ML

PBMA AB@A I>K <:IBM: BG<HF2LO>KL MA> .% <HNGMKB>L :G= HMA>K >F>K@BG@ F:KD>ML

<HFI>MBMBO> BG=NLMKB>L

MK:GLI:K>GM E>@:E :G=

K>@NE:MHKR >GOBKHGF>G

P>EE =>0O>EHI>= <HFF>K<B:
BG?K:LMKN<MNK>L

MbASHHEEHPBG@ L><MBHGL <HGM:BG : L:FIEBG@ H? MA> E:K@>LM =>O>EH|>:
" 2H<NL>L HG MA> :NLBG>LL <NEMNK> ><HGHFB< >GOBKHGF>GM :G= ><HGHF
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>:<A <HNGMM¥R L><MBHGL MA:M ?HEEHP :K> >Q<>KIM>= BG I:KM ?KHF MPH K>|
HPG>= ;R :NMAHK /:GCRHM, NGNG@ L ?BKF MEulttirElQHest Business
Multimedia Serie&=bWise: Business Wisdom Worldde>Q<>KIML :K> K>IKBGM>=
PBMA I>KFBLLBHG :G=:MMKB;NM>= MH MA> <HNGMKR LI><B?B< IKH=N<M PA>

The United States

#>H@K:IAB<:EER MA> 1GBM>= /M:M>L BL MA> ?HNKMA E:K@>LM <HNGMKR BC
.NLLB: ABG: :G= :G:=: %M LBML BG MA> FB==E> H? *HKMA F>KB<: ;HK=>K>=|
GHKMA ;R :G:=::G= MH MA> LHNMA ;R )>QB<H 3BMA : ABLMHKR LM>>I>= BG =>
:G=<:IBM:EBLM BGLMBMNMBHGL O:EN>L :G=>GMK>IK>G>NKLABI MA> 1GBM>
MA> =KBO>K H? MA> @EH;:E ><HGHFR LBG<> 3HKE= 3:K %%

0A> 1/ ><HGHFR :<<HNGML ?HK G>KER [I>K<>GM H? MA> @EH;:E @KHLL =HF>
IKH=N<M #, .><>GMER MA> L>0>K> ><HGHFB< <KBLBL :G= K><>LLBHG A:0> |
=HN;E> =B@BM NG>FIEHRF>GM :G= K><HK= =>?B<BML *>O>KMA>E>LL MA> 1(
K>F:BGL : @EH;:E ><HGHFB< >G@BG> PBMA :G ><HGHFR MA:M BL :;HNM MPB-<
MA:M H? MA> G>QM LBG@E> <HNGMKR ABG: 3BMA :G :GGN:E # , H? FHK> MA:
MKBEEBHG HGER MA> >GMBK> INKHI>:G 1GBHG <:G F:M<A MA> 1/ ><HGHFR B
><HGHFBLM_L IKHO>K; GHM>L MA:M PA>G MA> 1/ ><HGHFR LG>>S>L MA> K>L|
<:M<A>L :<HE= >LIBM>BML F:LLBO> P>EMA I>K<>GM H? MA> IHINE:MBHG E
MA> IHO>KMR EB&MK:E %GM>EEB@>G<> @>G<R \*HKMA F>KB<: 1GBM>= /N
I<HGHFR World Factbook<>LL>= &:GN:KR AMMIL PPP <B: @HO EB;K:KR
IN;EB<:MBHGL MA> PHKE= ?:<M;HHD @>HL NL AMFE

1G=>KLM:G=BG@ MA> >0O>EHI>= 3HKE=


https://www.cia.gov/library/publications/the-world-factbook/geos/us.html
https://www.cia.gov/library/publications/the-world-factbook/geos/us.html
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F:KD>M BG PAB<A IKB<>L K
?HK : IKHEHG@>= I>KBH= H?

F:KD>M BG PAB<A IKB<>L
LM>:=BER =KHI BG : =HPGP:K
<R<E>

New York remains the financial capital of the world.
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OAKHN@AHNM MA> <R<E>L H? @KHPMA :G= <HGMK:<MBHGL MA> 1/ ><HGHFR
;HNG<BG@ ;:<D K>E:MBO>ER JNB<DER %G K><>LLBHGL MA> @HO>KGF>GM :
<HFFNGBMR M>G= MH K>LIHG= LPB?MER PBMA F>:LNK>L MH K>=N<> <HLML :C
@KHPMA F>KB<:GL H?M>G LI>:D BG M>KFL H? ;NEE :G= ;>bkilFndpkeédiL BL

HG> BG PAB<A IKB<>L KBL> ?HK : IKHEHG@>= |>KBH= bi@aMBBErkée?ABEHG>

BG PAB<A IKB<>L LM>:=BER =KHI BG : =HPGP:K= <R<E>

0A> LMK>G@MA H? MA> 1/ ><HGHFR BL =N> BG E:K@> |:KM MH BML =BO>KLBM
1GBM>= /M:M>L A.L : L>KOB<> ;:L>= ><HGHFR %G BG=NLMKR :<<HNGM>= ?}
I>K<>GM H? MA> # , L>KOB<>L BG<EN=BG@ ?BG:G<> BGLNK:G<> :G=K>:E >L
I>K<>GM :G=:@KB<NEMNK> ?HK 1/>KGMBEM %GM>EEB@>G<> @>G<R \*HKM,
F>KB<: 1GBM>=/M:M>L <HGHN¥®RIH Factbook<>LL>= & GN:KR

AMMIL PPP <B: @HO EB:;K:KR IN;EB<:MBHGL MA> PHKE= ?:<M;HHD @>HL NL Al
):GN?:<MNKBG@ BL : LF:EE>K <HFIHG>GM H? MA> ><HGHFR AHP>0O>K MA> 1C
K>F:BGL : F:CHK @EH;:E F:GN?:<MNK>K 0A> E:K@>LM F:GN?:<MNKBG@ L><MH
=BO>KLB?B>= :G= M><AGHEH@B<:EER :=0:G<>=[I>MKHE>NF LM>>E FHMHK O
>KHLI:<> M>E><HFFNGB<:MBHGL <A>FB<:EL >E><MKHGB<L ?HH= IKH<>LLBC
@HH=L ENF;>K :G=FBGBG@

0A> L><MHKL MA:M A:0> @KHPG MA> FHLM BG MA> [:LM =><:=>L :K> ?BG:G<B:E
F:GN?:<MNKBG@ :G= FHLM BFIHKM:GM BG?HKF:MBHG M><AGHEH@R %0 P,
MA:G =HN;E>= BML HNMINM BG MA> [.LM =><:=> %M GHP :<<HNGML ?HK G>:KE
MA> <HNGMKR_L #, L BFIK>LLBO>:L MA:M ?B@NK> BL BM A:K=ER M:D>L BGNV
F:GR P:RL BG PAB<A %0 A:L MK:GL?HKF>= MA> 1/ ><HGHFR ?M>K :EE BFIKHO:
BG BG?HKF:MBHG M><AGHEH@R :G= M>E><HFFNGB<:MBHGL A:0> BG<K>:L>=
H? G>:KER >O>KR L><MHK H? MA> ><HGHFR

0A> 1GBM>=/M:M>L BL LH ;B@ MA:M BML :;NG=:GM G:MNK:E K>LHNK<>L :<<HN(
[>K<>GM H? BML #, !0>G LH BM A:L MA> EXK@>LM :@KB<NEMNK:E ;:L> BG MA:
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0A> 1/ K>M:BE :G= >GM>KM:BGF>GM BG=NLMKB>L :K> O>KR O:EN:;E> MH MA> :
<HNGMKR_L F>=B: IKH=N<ML BG<EN=BG@ FHOB>L :G= FNLB< :K>MA> <HNGN
OBLB;E> >QIHKML 3A>G BM <HF>L MH ;NLBG>LL MA> 1GBM>=/M:M>L FB@AM |
MA>\DBG@ H? MA> CNG@E> ] IF;HE=>G>= ;R : LMKHG@ ?K>> F:KD>M ><HGHFF
1/ <HFI:GB>L A:0> :<AB>0>= NGI:K:EE>E>= LN<<>LL +G> ;R IKH=N<M H? MABL
<HFI>MBMBO> LIBKBM BL :G ;;NG=:G<> H? L><NK> P>EE F:G:@>= ;NLBG>LL |:Kl|
‘M AHF> :G=:;KH:= G=:EMAHN@A MA> F:CHKBMR H? 1/ <HFI:GB>L :K>G_M
FNEMBG:MBHG:E @B:GML :G >FIA:LBL HG A:K=PHKD :G=: L>GL>H? ?.BK IE:R I
:NLBG>LL <NEMNK>

%G : <NEMNK> PA>K> >GMK>IK>G>NKB:EBLF BL IK:<MB<:EER : G:MBHG:E K>EB
E:G=L<:I> BL ;KH:=:G==BO>KL> M HG> >G=:K>>G=NKBG@ FNEMBG:MBHG:EL
HE: :G= #>G>K:E |IE><MKB< PAB<A P>K> ?HNG=>= ;R OBLBHG:KR >GMK>IK>G>|
GHP KNG ;R ;H:K=L H? =BK><MHKL :G=:IIHBGM>= F:G:@>KL PAH :GLP>K MH
LA:K>AHE=>KL M MA> HMA>K >G=H? MA> LI><MKNF :K> LF:EE ;NLBG>LL>L[FBI
MA>F[F:GR HPG>= :G= HI>K:M>= ;R : LBG@E> I>KLHG

OH=:R FHK> <HFI:GB>L MA:G >0>K :K>\@HBG@ @EH;:E ] ?N>E>= ;R :G BG<K>:L
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Spotlight on Germany
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&:1:G :G=%G=B: 3BMA : A>:OBER >QIHKM HKB>GM>= ><HGHFR MA> <HNGMKF
>QIHKM>K H? F:<ABG>KR O>AB<E>L <A>FB<:EL :G= AHNL>AHE=>JNBIF>GM :(
?KHF : AB@AER LDBEE>= E:;HK ?HK<> %M K>F:BGL MA> E.K@>LM :G= LMKHG(
INKHI> :G= MA> L><HG= FHLM IHINEHNL <HNGMKR :?M>K .NLLB: BG INKHI>

0A> <HNGMKR A:L : LH<B:EER K>LIHGLB;E> F:KD>M ><HGHFR MA:M >G<HNK:@:
<HFI>MBMBHG :G= ?K>> BGBMB:MBO> ?HK MA> BG=BOB=N:EGGmMaHHcct BG>L|

LB< (:P @N:K:GM>>L IKBO:M> >GM>KIKBL> :G= IKBO:M> IKHI>KMR ;NM LMBIN
MA>L> KB@AML FNLM ;> >Q>K<BL>= BG MA> P>E?:K> :G= BGM>K>LM H? MA> IN

#>KF:GR_L ><HGHFB< =>0O>EHIF>GM AL ;>>G LA:I>= BG E:K@> I:KM ;R BML E:<
G:MNK:E K>LHNK<>L F:DBG@ BM AB@AER =>|>G=>GM HG HMA>K <HNGMKB>L
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BG=NLMKB>L :K> :FHG@ MA> PHKE=_L E:K@>LM :G= FHLM M><AGHEH@B<:EEI
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#>KF.GR >QIHKML :KHNG= MA>(RHHiEDuest Business Multimedia Series: Germany

*>P 5HKD MF: #EH;:E bWise: Business Wisdom Worldwide: Gerarany

5HKD MF: #EH;:E

Japan

(H<:M>=H?? MA> >.LM <H:LM H? LB: MA> & 1:G>L> :K<ABI>E:@H <HGLBLML H? "
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0A> F>KB<:G H<<NI:MBHG H? &:I:G ?HEEHPBG@ 3HKE= 3:K %% E:B= MA> ?HNG
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<HGLMBMNMBHG BG L :G:F>G=F>GM MH MA>BK HKB@BG:E = <HGLMBMNI
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&:1:G>L> 0A> F>KB<:G H<<NI:MBHG >G=>= BG PA>G &:I:G P:L =><E:K>= .G
BG=>I1>G=>GM LM:M>

L &I:G ;><:F>:G BG=NLMKB:E LNI>KIHP>K BG MA> L :G= L HMA>K <HNGMK
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BGM>KG:MBHG:E :B=:G= =>?>GL> IKH@K:FL :G= BG K>@BHG:E BG=NLMKB:E =:
IKH@K:FL R MA>E:M> L &I:G A:= MA> MABK= E:K@>LM ><HGHFR BG MA> Pl
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$HP>0O>K &:I:G P:L GH EHG@>K ?K>> ?KHF ?HK>B@G BG?EN>G<>L %G HG> <>
<HNGMKR A:= @HG> ?KHF ;>BG@ K>E:MBO>ER BLHE:M>= MH ;>BG@ =>I>G=>C
MA> PHKE= ?HK BML K>LHNK<>L PBMA :G ><HGHFR K>EB:GM HG MK:=>

%G MA> IHLMZ3HKE= 3:K %% I>KBH= &:I:G>L> IHEBMB<L A:0> GHM ;>>G <AK:<
LA:KI =BOBLBHGL ;>MP>>G EB;>K:E :G= <HGL>KO:MBO> >E>F>GML PAB<A BG|
IKHOB=>= >GHKFHNL LNIIHKM ?HK ;B@ ;NLBG>LL 0A> (B;>K:E >FH<K:MB< ,:KM
<K>:M>=BG :L MA>K>LNEM H? : F>K@>K H? MPH H? MA> <HNGMKR_L ;B@@
I:KMB>L A:L;>>G BG IHP>K ?HK FHLM H? MA> [HLMP:K I>KBH= 0A> (, : F:CHK
IKHIHG>GM H? ;:B@ ;NLBG>LL @>G>K:EER LNIIHKML MA> <HGL>KO:MBO> OB>f
\%KHG OKB:G@E>] :L BM BL H?M>G <:EE>= K>?>KL MH MA> MB@AM K>E:MBHC
IHEBMB<B:GL ;NK>:N<K:ML :G=;B@ ;NLBG>LL E>:=>KL

1GMBE K><>GMER MA> HO>KPA>EFBG@ LN<<>LL H? MA> ><HGHFR HO>KLA:=
IHEB<R BLLN>L OABL BL I:KMB<NE:KER >0B=>GM PBMA MA> HG<> IHP>K?NE )I
%GM>KG:MBHG:E 0K:=> :G= %G=NLMKR )%0% "HK FN<A H? & I:G_L FH=>KG Al
AL ;>>G K>LIHGLB;E> ?HK >LM:;;EBLABG@ <HHK=BG:MBG@ :G=K>@NE:MBG(E
IHEB<B>L :G= M:K@>ML :L P>EE :L A:\OBG@ <HGMKHE HO>K ?HK>B@G MK:=>E
BML KHE> P:L :LLNF>= ;R MA> G>PER <K>:M>=)!10% MA>)BGBLMKR H? I<HGHFF
:G= %G=NLMKR

&:I1:G_L IHLMZ3HKE= 3:K %% LN<<>LL A:L ;>>G MA> K>LNEM H? : P>EE <K:?M>=">
IHEB<R MA:M BL <EHL>ER :=FBGBLM>K>= ;R MA> @HO>KGF>GM BG :EEB:G<>F
‘NLBG>LL>L ,KBHK MH 3HKE= 3:K %% @B:GM <HKIHK:M> AHE=BG@bslts$kl:GB>L
PHKD>= BG <HHI>K:MBHG PBMA MA> @HO>KGF>GM MH IKHFHM> LI><B?B< BG
MBF> MA> ?HNK E:K@>LM S:B;:MLN HK@:GBS:MBHGL P>K>)BMLNB )BMLN;BL/
:G=5:LN=: l:<A H? MA> ?HNK A:= LB@GB?B<:GM AHE=BG@L BG MA> ?B>E=L H?
F:GN?:<MNKBG@ FBGBG@ LABIIBG@ :G=?HK>B@G F:KD>MBG@ ,HEB<B>L >
EB?>MBF> >FIEHRF>GM >FIEHR>K I:M>KG:EBLF EHG@ M>KF K>E:MBHGLABIL
LNIIEEB>KL :G=FBGBF.E <HFI>MBMBHG (B?>MBF> >FIEHRF>GM <HGMBGN>L M
‘EMAHN@A BM_L <HFBG@ NG=>K IK>LLNK>BG MA> HG@HBG@ K><>LLBHG 0
<K>=BM>= L ;>BG@ HG> H? MA> LM:;BEBSBG@ ?HK<>L >G:;EBG@ &:I:G>L> <HF
><HF> @EH;:E IHP>KAHNGEZRHM , NGN@@ing Business in Asia: The Complete
Guide G=>= *>P5HKD &HLL>R :LL

0A> S:B;:MLNL P>K> =BLF:GME>=:?M>K 3HKE= 3:K %% ;NM LHF> H? MA>F K>>F
FH=>KG =:Reiretsu:G=F:GR H? MA>BK IHEB<B>L <HGMBGN> MH A:0> :G >??><N\
'>BK>MLN K>?>KL MH MA> BGMKB<:M> P>; H? ?BG:G<B:E :G= GHG?BG:G<B:E K:
>MP>>G <HFI:GB>L MA:M OBKMN:EER EBGDL MH@>MA>K BG : :MM>KG H? ?H}
<KHLL HPG>KLABI :G= FNMN:E H;EB@:MBHG 0A> D>BK>MLN G:MNK> H? &:1.G>|
A:L F:=>BM =B??B<NEM ?HK ?HK>B@G <HFI:GB>L MH I>G>MK:M> MA> <HFF>K<
K>LIHGL> MH K><>GM @EH;:E ><HGHFB< <A:EE>G@>L MA> @HO>KGF>GM :G=

1G=>KLM:G=BG@ MA> >0O>EHI>= 3HKE=



A:IM>K 3HKE= I<HGHFB>L

:NLBG>LL>L A:0> K><H@GBS>= MA> G>>= MH K>LMKN<MNK> :G= =>K>@NE:M>
><HGHFR I:KMB<NE:KER BG MA> ?BG:G<B:E L><MHK $HP>0>K MA>R A:0> ;>>
:<MBHG ?NKMA>K :@@K:O:MBG@ : P>:D>G>= ><HGHFR

&1:G A:L O>KR ?>P FBG>K:E :G= >G>K@R K>LHNK<>L :G= K>EB>L A>:OBER HG |
;KBG@ BG :EFHLM :EE H? BML HBE BKHG HK> E>:= PHHE :G= <HMMHG %M_L
BFIHKM>K H? GNF>KHNL K:P F:M>KB:EL BG<KEN=BG@ <H:E <HII>K SBG< :G=E
>LIBM>: LAHKM:@> H? :K:;E> E:G= &1:G A:L @HG> MH @K>:M E>G@MAL MH FE
=>|>G=>G<R HG BFIHKM>= :@KB<NEMNK:E IKH=N<ML :G= ?HH=LMN??L LN<A L
;>>7 @KB<NEMNK> K>IK>L>GML I>K<>GM H? MA> ><HGHFR 0A> <HNGMKR_
BG<EN=> KB<> :G= HMA>K @K:BGL O>@>M:;E>L :G=?KNBML &:I:G>L>|HEBME
><HGHFB< IKHM><MBHGBLM IHEB<B>L A:0> >GLNK>= MA:M MA> &:1:G>L> K>F:E
LN??B<B>GM BG KB<> IKH=N<MBHG PAB<A BL MA>BK F:BG LM:IE>

L PBMA HMA>K =>0O>EHI>= G:MBHGL L>KOB<>L E>:= MA> ><HGHFR K>IK>L>GlI
I>K<>GM H? MA> G:MBHG/EEMK:E %GM>EEB@>G<> @>G<R \l:LM /HNMA>:LN
&:I:G '<HGHFR World Factboolk<>LL>= & GN:KR AMMIL PPP <B: @HO
EB:K:KR IN:EB<:MBHGL MA> PHKE= ?:<M;HHD @ SHE=B!LAKMFE: <<HNGML ?HK
I>K<>GM H? MA> <HNGMKR_L HNMINM &:1:G ;>G>?BML ?KHF BML AB@AER LDE
$HP>0>K MA> AB@A <HLM H? E:;HK <HF;BG>= PBMA MA> <HLM H? BFIHKMBG(
AL LB@GB?B<:GMER :??><M>= MA> @EH;:E <HFI>MBMBO>G>LL H? BML BG=NL
BG AB@A M><A BG=NLMKB>L [:KMB<NE:KER >E><MKHGB<L :G= <HFINM>KL +I
BG=NLMKB>L BG<EN=>:NMHFH:BE>L F:<ABG>KR :G=<A>FB<:EL 0A> L>KOB<:
>@BGGBG@ MH >QIl:G=:G= IKHOB=> AB@A JN:EBMR <HFINM>K K>E:M>= L>KC
:=O0>KMBLBG@ ?BG:G<B:E L>KOB<>L :G= HMA>K :=0:G<>=ChNItBEQLIe$t>KOB<>
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The Developing World
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<E:LLB?B<:MBHGL>ZKHEHG E:LLB?RBG@ 3HKE= I<HGHAFBSILB=>GML H?

MA>L> ><HGHFB>L M>G= MH A:O> EHP>K =BL<K>MBHG:KR BG<HF> MH LI>G= I
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<HNGMKB>L F:R I>K<>BO> MA> <E:LLB?B<:MBHG L : LEB@AM HMA>KL OB>P B
>Q:FIE> BG @EH;:E MK:=> ;>BG@ : =>O>EHIBG@ <HNGMKR LHF>MBF>L IKHOB
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>0O>EHIBG@ <HNGMKR LM:MNL BG MA> 30+ ;KBG@L <>KM:BG KB@AML 0A>K>
IKHOBLBHGL BG LHF> 30+ @K>>F>GML PAB<A IKHOB=> =>0O>EHIBG@ <HNGM}
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How Do Developing Countries Become Emerging Markets?
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4.4 Emerging Markets

LEARNING OBJECTIVES
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K:IB=ER >QI:G=BG@ BGM>KG:E F:KD>M

ABG>L> ><HGHFB< LM:MBLMB<L FNLM LMBEE ;> K>@:K=>= PBMA : =>@K>> H?
+?M>G BM_L NG<E>:K PA>K> MA> GNF;>KL A:0> HKB@BG:M>= HK AHP MA>R A:
=>KBO>= /MBEE MA>K>_L GH =HN;M MA:M IA>GHF>G:E @KHPMA BL M:DBG@ |
K> IK>LLNK>L ?HK : FHK> MK:GLI:K>GM ><HGHFB< K>[HKMBG@ LRLM>F

%G MA> I.LM ABG: =B=G_M L>> MA> >GOBKHGF>GM L :G BLLN> BG BML K:<> |
*HP MA>K> BL :G BG<K>.LBG@ L>GL> H? >GOBKHGF>GM:E :P:K>G>LL \ ABG: B
?KHF MA> ?:<MHKR H? MA> PHKE= MH MA> <E>:G M><A E::HK:MHKR H? MA> PH
NGBJN> :;;BEBMR MH IBM EHP <HLM <:IBM:E PBMA E:K@> L<:E> >QI>KBF>GML N
MA:M PHKQAHF:L ( "KB>=F:G \3HKE= *HM 1/ 0:D>L (>:= PBMA #K>>G
0><AGHEH@®R4t-Bulletin>IM>F;>K :<<>LL>= &:GN:KR

AMMI PPP IHLM;:NEE>MBG <HF G>PLF:G:@>K M>FIE:M>L

EH<:EG>PL9LMHKR LI S

#HO>KGF>GM :MM>GMBHG :G= ?HK>B@G BGO>LMF>GM A:0> ;>>G ?H<NL>= H(
=>0>EHIBG@ MA> <HNGMKR_L BG:=>JN:M> BG?K:LMKN<MNK> BG<EN=BG@ K
L>:IHKML <HFFNGB<:MBHGL LRLM>FL :G=IHP>K @>G>K:MBHG %G=NLMKB:E
;HMA EB@AM :G= A>:OR BG=NLMKB>L A.L :ELH BFIKHO>= ABG: BL : O:LM <HN(
G:MNK:E K>LHNK<>L BG<EN=BG@ <H:E HBE @:L O:KBHNL F>M:EL HK>L :G=
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0A> EXK@>LM ABG>L> <HFI.GB>L :K> MAHL> MA:M A:O> <:IBM:EBS>= HG ABG:_
LMK>G@MAL :G= A:0> LM:M> ;:<DBG@ HK :K> LM:M> KNG "HK >Q:FIE> ,>MKH A
<HNGMKR_L E:K@>LM HBE :G= @:L IKH=N<>K :G= =BLMKB;NMHK ,>MKH ABG: E
H? LM:M> HPG>= ABG: *MBHG:E ,>MKHE>NF HKIHK:MBHG *, %M BL HG>H? |
PHKE=_L E:K@>LM HBE IKH=N<>KL :G= BL MA> PHKE=_L FHLM O:EN:;E> <HFI:G
O:EN>:L H? >Q<>>=BG@ : MKBEEBHG =HEE:K F:KD>M <:IBM:EBS:MBHG AB(
<HFI:GB>L A:0> ;>G>?BM>= ?KHF MABL <HF;BG:MBHG H? @HO>KGF>GM LNIIHK
:<<>LL MH <:IBM:E :G=F:KD>ML :EHG@ PBMA IKBO:M> L><MHK >??B<B>G<B>L
ABG>L> <HFI:GB>L BG ?KB<: L>> MA> <:L> ANM=R BGGM>KG:MBHG:E 0K:=>
:G="HK>B@G BK><M %GO>LMF>GM

ABG: CHBG>= MA> 30+ BG ><>F;>K :G=BM PBEE EBD>ER ;> =K:PG >0O>G FH
MA> @EH;:E ><HGHFR :L <HFI:GB>L <HGMBGN> MH OB> ?HK :<<>LL MH BML ;
<HGLNF>KL :G= <A>:| :G= IKH=N<MBO> E:;HK IHHE )HLM <HFI.GB>L >QI><M MA:
=>'EBG@ PBMA ABG: PBEE GHP ;><HF> FHK> LMK:B@AM?HKP:K= B? GHM >:LE
MA> ?2NMNK> :KBG@L MA> ABG>L> ><HGHFR <HGMBGN>L MH ;> : IHP>KAHNL:>
:G= HIIHKMNGBB®RureQuest Business Multimedia Series:*€Rib&dlKD MF:
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%G=B: BL H??B<B:EER <:EE>= MA> .>IN;EB< H? %G=B: :G=BL :ELH DGHPG :L $B
A:K:M L MA> L>0>GMA E:K@>LM <HNGMKR BG MA> PHKE= %G=B: LI:GL FE
LIN:K> FBE>L BM_L :;HNM HG> MABK= MA> LBS> H? MA> 1GBM>= /M:M>L %G=l
BG MA> GHKMAP>LM PBMA ,:DBLM:G BG MA> GHKMA PBMA ABG: ANM:G :G=
MA> >:LM PBMA :G@E:=>LA :G=)R:GF:K NKF: 0A> %G=B:G M>KKBMHKR :ELH
MH MA> G=:F:G :G=*B<H;:K %LE:G=L BG MA> :R H? >G@:E :L P>EE :L MH (:DLA:
BG MA> K:;B:G />:

,KBHK MH MA>FB= L MA><HNGMKR INKLN>=: IHEB<R H? LH<B:EBLF PBMA N\
IE:GGBG@ :G= <HGMKHEEBG@ F:GR L><MHKL H? MA> ><HGHFR "HK>B@G BG
:>>G =BL<HNK:@>= >Q<>IM BG MA> :K>: H? M><AGHEH@R MK:GL?>KL /BG<> M
%G=B: AL >F;:KD>= HG :G ><HGHFB< EB;>K:EBS:MBHG L<A>F> MA:M A:L IKHO>!
;>G>?B<B:E MH MA> <HNGMKR

%G  %G=B: P:L HG MA> ;KBGD H? =>?:NEMBG@ HG BML ?HK>B@G =>;M 0A>
K>LIHG=>= PBMA : L>KB>L H? LN<<>LL?NE F>LNK>L MH BGBMB:M> PB=>LIK>:=
K>?HKFL BG<EN=BG@ K>=N<BG@ >QIHKM :G= BFIHKM ;:KKB>KL =BLF:GMEBG
LPHEE>G ;NK>:N<K:<R F:DBG@ MA> <NKK>G<R I:KMB:EER <HGO>KMB;E> :G="
MA> ;E:<D F:KD>M ?HK ?HK>B@G <NKK>G<R :G= @HE= !??HKML P>K> :ELH F:=
HK BG<K>:L> MA> >??B<B>G<B>L H? NGIKH?BM:;E> LM:M> <HFI:GB>L "BG:G<>"
):GFHA:G /IBG@A PAH E:M>K ;><:F> IKBF> FBGBLM>K P:L LN<<>LL?NE BG ;>@B
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=BLF:GME> MA>\(B<>GL> ..C ] :G BGMKB<:M> LRLM>F H? @HO>KGF>GM ><HGF
MAKHN@A I>KFBML :G=JNHM:L 2:KBHNL IHEB<B>L BGBMB:M>= ;R MA> @HO>k
: EEK@>K KHE> ?HK MA> IKBO:M> L><MHK :G= >G<HNK:@>= ?HK>B@G BGO>LM
BGO>LMF>GM BG<K>:L>= MAHN@A :M FN<A EHP>K E>O>EL MA:G BG HMA>K L

/BG<>MA> L <>GMK:E @HO>KGF>GM BGM>KO>GMBHG EB<>GLBG@ :G=K°
=><K>:L>= L A:O> ;NK>:N<K:MB< BG>??B<B>G<B>L %G=B: ;H:LML :G >LM:;EBL/
F:KD>M LRLM>F : LHIABLMB<:M>= BG=NLMKB:E :G=F:GN?:<MNKBG@ ;.L> :G=:
H? LDBEE>= EHP MH FH=>K:M> <HLM PHKD>KL BG<EN=BG@ IKH?>LLBHG:E F:
I<HGHFB< @:BGL I:KMB<NE:KER :L : K>LNEM H? ?NKMA>K BGM>@K:MBHG BGN\
><HGHFR A:0> IKHOB=>= BFIKHO>= MA> LM:G=:K= H? EBOBG@ ?HK :EE <HFFN
<HNGMKR_L I>K<>GM :GGN:E IHINE:MBHG @KHPMA >GLNK>L MA:M BML IHIN
LNKI:LL ABG:_L PBMABG MA> G>QM =><:=>:G= K>F:BGL : LB@GB?B<:GM IKH;E:
@HO>KGF>GM :L EBFBM>= K>LHNK<>L MAK>:M>G MA> =BLMKB;NMBHG H? ><|
:>G>?BML

0A> <HNGMKR BL KB<A BG G:MNK:E K>LHNK<>L LN<A :L KN;;>K MBF;>K <AKHF
BKHG F:G@:G>L> <HII>K HK> I>MKHE>NF ;:NQBM> MBM:GBNF FB<:L:EM EBI
:G= @RILNF 0A> <HNGMKR BL HG> H? MA> PHKE=_L E>:=BG@ IKH=N<>KL H? B
<H:E :<<HNGML ?HK G>:KER I>K<>GM H? :EE FBG>= FBG>K:EL %G=B: :ELH A:L
G:MNK:E @:L :G= HBE :NM BM K>F:BGL : G>M BFIHKM>K H? <KN=> HBE :><:NL>
@>G>K:MBHG BL BGLN??B<B>GM MH F>>M =>F:G= %G :==BMBHG %G=B: A.L =
IK><BHNL LMHG>L BG<EN=BG@ =B:FHG=L >F>K:E=L @HE= :G=LBEO>K NM:
HG> H? %G=B:_L :B@@>LM >QIHKML

@KB<NEMNK> K>F:BGL :G BFIHKM:GM ><HGHFB< L><MHK <HGMKB;NMBG@ K
H? MA> <HNGMKR_L # , :G=>FIEHRBG@ :EFHLM [>K<>GM H? MA> PHKD?HK<>
<KHIL BG<EN=>KB<> PA>M INEL>L LN@:K<:G> <HMMHG CNM> HBEL>>=L M
MH;:<<H HGBHGL :G=IHM:MH>L +MA>K BFIHKM:GM :@KB<NEMNK:E BGM>K>L
IKH=N<ML LA>>| @H:ML IHNEMKR :G=?BLA

1GMBE MA>FB= L %G=B: BFIHKM>= FN<A H? BML ?HH= 0A> #K>>G .>OHENM
HG BFIKHOBG@ ?:KFBG@ M><AGBJN>L BG<K>:LBG@ F><A:GBS:MBHG :G=BK
'L BGMKH=N<BG@ AB@A RB>E=BG@ L>>=L EE H? MA>L> A:0> BG<K>:L>=:@K
IKH=N<MBHG :G= F:=> MA> <HNGMKR L>E? LN??B<B>GM BG ?HH= IKH=N<MBH(
@HO>KGF>GM :ELH IKHOB=>L BG<>GMBO>L MH ?:KF>KL MH >QI:G= IKH=N<MB
%G=B:_L ?:KFL M>G= MH ;> LF.EE :G= IKHOB=> LN;LBLM>G<> ?HK MA> ?:FBEB>I
MA>F 0A>R :K>G_M @>:K>= ?HK <HFF>K<B:E INKIHL>L *HKMA>KG ?>KMBE> :K:
MAHL> BG MA> LM:M> H? ,NGC:; :<<HNGM ?HK FN<A H? MA> >QIHKM IKH=N<ME

3ABE> %G=B: AL FHK> <:MME> MA:G :GR HMA>K <HNGMKR BM BLG_M ?:KF>="
<HGLNFIMBHG :L $BG=NL :K> GHM LNIIHL>= MH >:M ;>>? 0A> :GBF:EL :K> NL>="



A:IM>K 3HKE= I<HGHFB>L

IF>K@BG@ ):KD>ML

O:KB>MR H? HMA>K INKIHL>L BG<EN=BG@ IEHPBG@ E:G= IKH=N<BG@ FBED
IKH=N<ML :G= LNIIERBG@ E>:MA>K

0A> @KHPMA H? %G=B:G BG=NLMKR PAB<A :<<HNGML ?HK ;;HNM I>K<>GM

[>K<>GM H? >FIEHRF>GM A:L K>LNEM>= BG PB=>LIK>:= BFIKHO>F>GML :G= =
BG MA> <HNGMKR_L F:GN?:<MNKBG@ ;:L> 0A> F:CHK F:GN?:<MNKBG@ BG=NL
<HMMHG :G= CNM> M>QMBE>L BKHG LM>>E :G= HMA>K ;.LB< F>M:EL I>MKH<
>E><MKB<:E F:<ABG>KR :G=IIEB:G<>L MK:GLIHKM >JNBIF>GM <A>FB<:EL <>F
?>KMBEBS>KL LH?MP:K> F>=B<BG>L :G= IA:KF:<>NMB<:EL :G= ?HH= IKH=N<M
>E><MKHGB<L ?HH= IKH<>LLBG@ LH?MP:K> MK:GLIHKM:MBHG >JNBIF>GM :(
M>E><HFFNGB<:MBHGL BG=NLMKB>L :K>=>0>EHIBG@ K:IB=ER 0A> ?BG:G<B:
BG<EN=BG@ ;:GDBG@ :G= BGLNK:G<> BL P>EE =>0O>EHI>= :EMAHN@A >??HK
BM :K> NG=>KP:R

IM:M> KNG >GMBMB>L <HGMBGN> MH <HGMKHE LHF> :K>:L H? M>E><HFFNGB:-
BGLNK:G<> IN;:EB< NMBEBMB>L :G==>?>GL> :L P>EE :L MA> IKH=N<MBHG H?
HMA>K F>M:EL <H:E G:MNK:E @:L :G=I>MKHE>NF 0A>K> A:0> ;>>G LHF> LM>|
LAB?M FHK> <HGMKHE MH MA> IKBO:M> L><MHK :EMAHN@A HG : @K:=N:E :G=
FHGBMHK>= L<:E>

/[>KOB<>L :<<HNGM ?HK  I>K<>GM H? MA>#, ;NM >FIEHR HGER [>K<>GM H-
PHKD?HK<> 0A> FHLM =K:F:MB< <A:G@> BG MA> ><HGHFR A:L <HF> ?KHF MA>
<HFINM>K IKH@K:FFBG@ BG=NLMKR :L <HFI:GB>L :KHNG= MA> PHKE= A:0> M
%G=B: ?HK HNMLHNK<BG@ 3BMA BML LDBEE>= K>E:MBO>ER <A>:| :G=!G@E
IKH?>LLBHG:E PHKD?HK<> %G=B: AL K><>BO>=: FN<A G>>=>= :HHLM BG MA>
BGO>LMF>GM :G= ?HK>B@G >:KGBG@L O0ABL BL >QI><M>= MH A:0> <HGMBGN
BFI:<M HG MA> ><HGHFR ;NLBG>LL >GOBKHGF>GM :G= MA> LH<B:E O:EN>L :C
>QI><M:MBHGL H? MA> %G=B:G IHINE:MBHG

%G=B: L M><AGHEH@R ?BKFL A:0> @:BG>= @EH;.E K><H@GBMBHG +G> H? \
%G?HLRL "HNG=>=BG ;R L>0>G %G=B:G >GMK>IK>G>NKL %G?HLRL MH=:R
EBLM>= @EH;:E <HGLNEMBG@ :G= BG?HKF:MBHG M><AGHEH@R L>KOB<>L <l|
:BEEBHG BG K>0O>GN>L 0AKHN@AHNM MP>GMR GBG> R>:KL H? @KHPMA %G
HMA>K P>EE F.G:@>= %G=B:G <HFI:GB>L A:L ;>>G P>EE IHLBMBHG>= MH M:D>
H? MA> %G=B:G @HO>KGF>GM_L >??HKML :M ><HGHFB< EB;>K:EBS:MBHG MA
>KER L 1G=>K MABL IKH@K:F MA> @HO>KGF>GM A:L LRLM>F:MB<:EER K>=
;:KKB>KL :G= >F;K:<>= @EH;:EBS:MBHG 0A>L><A:G@>L A:O> E>= MH %G=B: L
L MA> @EH;:E =>LMBG:MBHG ?HK LH?MP:K> Ceit@rigQrle 81 Bu<iMss Multimedia
Series: Indig>P 5HKD MF: #EH;:E bWise: Business Wisdom Worldwide: India
*>P 5HKD MF: #EH;:E
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Amusing Anecdote

%G=B:_L NKK>G<R #>ML : 2BLB;E> ,KHFHMBHG

<E>:K LB@G H? : <NKK>G<R_L BFIHKM:G<> BL BML LRF;HE EE H? MA> F:CH
><HGHFB>L_ <NKK>G<B>L > @ MA>=HEE:K IHNG= >NKH :G=R>G A:0> H(

MA> %G=B:G @HO>KGF>GM :GGHNG<>= MA:M MA>K> P:L : G>P LRF;HE ?H
KNI>> *HM R>M :0:BE:;E> HG D>R;H:K=L HK :GR >E><MKHGB< =>0B<>L MA> |
K>IE:<> MA> H?M>G NL>= .L \OA> LRF;HE BL : F:MM>K H? G:MBHG:E IKB=>
NG=>KL<HKBG@ "MA> KH;NLMG>LL H? MA> %G=B:G ><HGHFR _ L:B= F;BD: /}
%G ?HKF:MBHG )BGBLM>KIMHYBIRTima8A> .NI>> #>ML %ML +PG ):KD |

New York Time&NER <<>LL>= &:GN:KR
AMMI PPP GRMBF>L <HF P>>DBGK>0B>P @KBLM AMFE
Europe

Spotlight on Russia

.NLLB: BL MA> E:K@>LM <HNGMKR BG MA> PHKE= LMK>M<ABG@ :<KHLL MPH
>E>0>G MBF> SHG>L [E>0>G L>:L :G= MPH H<>:GL P:LA MA> ;:GDL H? MABL |
LIN:K> FBE> M>KKBMHKR 0A> LHNMA :G= LHNMA>:LM H? MA> <HNGMKR :K> <|
FHNGM:BGL :G= MA> <>GMK:E I:IKM BL : IE:BG ?NKKHP>= PBMA KBO>KL KHNC
LIK>:= HO>K MA> P>LM>KG I:KM H? .NLLB: 0A> ;HK=>K ;>MP>>G INKHI> :G= LB:
=HPG MA> P>LM LB=> H? MA> 1K:E )HNGM:BGL :;HNM FBE>L >:LM H? )HL<HP


http://www.nytimes.com/2010/07/18/weekinreview/18grist.html
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GRHG> EHHDBG@ MH =H ;NLBG>LL BG .NLLB: MH=:R G>>=L MH <HFIK>A>G=M
<A:G@>L MA:M A:0> BFl:<M>= MA> G:MBHG HO>K MA> |:LM MAK>> =><:=>L .BLE
BG MA> L #>G>K:E /><K>M:KR )BDA:BE #HK;:<A>0 P:L MA> ?BKLM E>:=>K MH
K>IK>LLBO> IHEBMB<:E <HGMKHEL :G= MH LN??>K G:MBHG:EBLM FHO>F>GML
K>IN;EB<L #HK;:<A>0 L>M MA> ?HK<>L BG :<MBHG MA:M PHNE= HO>KMNKG M.
K>@BF> :G=L>.E ABL HPG >QINELBHG $> K>E:Q>= @HO>KGF>GM <HGMKHE H
:G= MA> NLLB:G <NEMNK> BFIE>F>GMBG@laf#ifiB&<dR HP-GG>LL :G= <:G=HK
#HK;:<A>0O :ELH LHN@#$troikaB > K>LMKN<MNKBG@ H? MA> ><HGHFR :G= |HE
LRLM>F MA:M IK>L>KO>= LHF> H? MA> FHK> IHLBMBO> >E>F>GML H? LH<B:EBI
@:BG>= BGM>KG:MBHG:E ?:F> L MA> A>:= H? MA> /HOB>M ;EH< PAH A>EI>= INI
MA> HE= 3:K OH K>:<A : <HFFHG NG=>KLM:G=BG@ #HK;:<A>0 F>M K>I>:M>=EF
1/ K>LB=>GML .HG:E= >:@:G :G=#>HK@> NLA A>EIBG@ ;KHD>K :KFL K>=N<M
:@K>>F>GML

NKBG@ #HK;:<A>0 L M>KF HFFNGBLM K>@BF>L ;>@:G MH ?:EE :EE HO>K LI
%G :G :;;KNIM =>I:KMNK> ?KHF IK>OBHNL /HOB>M IHEB<R #HK;:<A>0 K>?NL>= N\
BGM>KO>G> 0A> >KEBG 3:EE ?>EE BG :G=#HK;:<A>0 =B= GHMABG@ MH LI
[>GLBG@ P>:DG>LL K>IN;EB< I:KEB:F>GML :EE HO>K MA> /HOB>M ;EH< :LL>KM
LHO>K>B@GMR : ?>P >0>G P>GM LH ?:K :L MH :LL>KM <HFIE>M> BG=>I>G=>G«
PA>G #HK;:<A>0 :MM>FIM>= MH G>@HMB:M> PBMA MA> K>IN;EB<L :E:KF>=/HC
:MM>FIM>=": <HNI 0A> <HNI ?:BE>= ;NM #HK;:<A>0 A:= EHLM ABL IHEBMB<:E <:<
KBO:E HKBL 5>EMLBG PAH LN<<>>=>= #HK;:<A>0 L MA> A>KH H? MA> >K: OAE
IHEBMB<:E ><HGHFB< :G= FBEBM:KR =RG:FB<L :KHNG= MA> PHKE=

3ABE> MA> <A:G@>L #HK;:<A>0 BFIE>F>GM>= =B= EBMME> MH =>0>EHI MA> /}
LMKN@ @EBG@ ><HGHFR A>=B= HO>KA:NE /HOB>M >E><MBHGL ;R K>BGMKF
>E><MBHGL BG OABL >LL>GMB:EER BGOBM>= I[HEBMB<:E =BLLB=>GML :G=/
E>:=>KL BGMH MA> I:KEB:F>GM 0A>L>BG=BOB=N:EL LHHG ;>@:G MH <A:EE>G
E>:=>KLABI INLABG@ ABF MH BFIE>F>GM FHK> <A:G@>L %G  #HK;:<A>0O <H
MH MA>BK =>F:G=L :G= BGLM:EE>= MA>BK E>:=>K HKBL 5>EMLBG :L MA> IK>L

0A> ><HGHFB< :G= IHEBMB<:E <A:EE>G@>L MA> G>PER BG=>I>G=>GM <HNGM
<HGLB=>K:;E> 0A> BG>??B<B>G<R H? MA> /HOB>M @HO>KGF>GM A:= E>?M BI
:K>: H? MA> ><HGHFR .NLLB: L BG=NLMKB>L A:= MH NI=:M> MA>BK M><AGHEH
MA>BK PHKD>KL :G=<NM ;:<D MA>BK PHKD?HK<>L .NLLB:GL P>K>E:K@>ER N
3>LM>KG P:RL H? =HBG@ ;NLBG>LL :G= ?HNG= BM =B??B<NEM MH F:D> MA> </
F:G=:M>= ;R <:IBM:EBLF 1G>FIEHRF>GM LH:K>= :G= MA> IEB@AM H? FHLM .NL|
@K>P BG<K>:LBG@ER =>LI>K:M>

%G MABL <EBF:M> H? =>LI>K:MBHG 5>EMLBG_L @HO>KGF>GM BGLMBMNM>=
MA>K:IR IKH@K:F BGM>G=>= MH @:EOQ:GBS> MA> ><HGHFR ;R K>=N<BG@ ;:KKl
MK:=> 0A>L> IHEB<B>L PABE> P>EE BGM>GMBHG>= |IKH=N<>= LP>>IBG@ BG"
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>HIE> PAH A:0> :<INBK>=

‘EFHLM <HFIE>M>ER =>0:EN>= .NLLB:G <NKK>G<R 3>LM>KG G>PLI:[>KL P>K> |
PBMA BF:@>L H? .NLLB:GL P:BMBG@ BG EHG@ EBG>L <:KKRBG@ ;:@L H? =>C
:MM>FIM MH :==K>LL MA> <KBLBL MA> @HO>KGF>GM BGMKH=N<>=: IKBO:MB:
PAB<A K>LNEM>= BG K:FI:GM <KHGRBLF :G= MA>?M H? LM:M> IKHI>KMR

3ABE> MA> @HO>KGF>GM >G<HNK:@>= MA> >F>K@>G<> H? LF:EE ;NLBG>LL>|
:EK>:=R ?EHNKBLABG@ ;E:<D F:KD>M MK:=> P:L ?BG:EER E>@BMBF:MBS>= LF
?:<>= F:GR H;LM:<E>L BG:=0O>KM>GMER <:NL>= ;R MA> @HO>KGF>GM_L BG>?"
M:Q LRLM>F P:L LH =BLHK@:GBS>= MA:M MA> @HO>KGF>GM <HNE=G_M H;M:E
G><>LL:KR MH LNLM:BG :=>JN:M> IHEB<> HK FBEBM:KR ?HK<>L $>:EMA <:K>:C
P>E?:K> LRLM>FL <HEE:IL>= :G= HK@:GBS>= <KBF> ?HK<>= LF:EE ;NLBG>LL>L
K>@NE:K I:RH??L

L JN:EBMR H? EB?> MHHD : IK><BIBMHNL =KHI ?HK MA> F:CHKBMR H? MA> .NL|
MA> @:| ;>MP>>G MA> KB<A :G= IHHK ;KH:=>G>= =K:F:MB<:EER NM <KBF> EHK
MA> HGER HG>L IKH?BMBG@ ?KHF MA> @:1 MA> IKBO:MBS:MBHG H? @HO>KC
>G:;;E>=: ?>P P>EE IE:<>= BG=BOB=N:EL MH MNKG MAHL> :LL>ML BGMH MA>BK
IKHI>KMR OAwuveau riche :L MABL <E:LL H? .NLLB:GL P:L <:EE>= M>G=>= MH ;
HLM>GM:MBHNL :G= MA> <HGLMKN<MBHG H? >E:;HK:M> F:GLBHGL :M : MBF> F
.NLLB:GL P>K> LN??>KBG@ HNMK:@>= MA><BMBS>GL_L>GL>H? CNLMB<>

/BG<>  .NLLB: A:L LMKN@@E>= MH >LM:;EBLA : F:KD>M ><HGHFR 0A> <HNGI
NG=>K@HG> LB@GB?B<:GM <A:G@>L LBG<> MA> <HEE:IL> H? MA> /HOB>M 1G
! @EH;:EER BLHE:M>= <>GMK:EER IE:GG>= ><HGHFR MH : FHK> F:KD>M ;:L>= (
@EH;:EER BGM>@K:M>= >¥HSHHARE %GM>EEB@>G<> @>G<R \>GMK:E LB:
.NLLB: ]World Factboolk<>LL>= & GN:KR AMMIL PPP <B: @HO EB;K:KR
IN;EB<:MBHGL MA> PHKE= ?:<M;HHD @>HIH<FAMAEB: A:L LAB?M>= ;:<D MH :
FHK> <>GMK:EBS>= L>FB :NMAHKBM:KB:G LM:M> \I<HGHFB< K>?HKFL BG MA>
IKBO:MBS>= FHLM BG=NLMKR PBMA GHM:;E> >Q<>IMBHGL BG MA> >G>K@R (
K>E:M>= L><MHKL *HG>MA>E>LL MA> K:IB= IKBO:MBS:MBHG IKH<>LL BG<EN-=
<KBMB<BS>="EH:GL ?HK LA:K>L_L<A>F> MA:M MNKG>= HO>K F:CHK LM:M> HF
IHEBMB<:EER <HGG><M>="HEB@:K<AL_ A:L E>?M >IJNBMR HPG>KLABI AB@AI
>GMK:E %GM>EEB@>G<> @>G<R \ >GMK:BMoBd RidiBodic<>LL>= & GN:KR
AMMIL PPP <B: @HO EB;:K:KR IN;:EB<:MBHGL MA> PHKE= ?:<M;HHD @>H
KL AMFEKKNIMBHG K>F:BGL : <A:EE>G@> ?HK ;NLBG>LL>L HI>K:MBG@ BG .NL
;NLBG>LL E>@BLE:MBHG BG<EN=BG@ : <HFF>K<B:E <H=>:G= MA> >LM:;EBLAI
‘K;BMK:MBHG <HNKM MH K>LHEO> ;NLBG>LL =BLINM>L A:L l:LL>= $HP>0>K M
H? IKHI>KMR KB@AML BL LMBEE P>:D :G= MA> IKBO:M> L><MHK K>F:BGL LN;C>
BGM>K?>K>E<>GMKE %GM>EEB@>G<> @>G<R \ >GMK:EW@&1d Rat®opk
<<>LL>= &GNIKR AMMIL PPP <B: @HO EB:;K:KR IN;EB<:MBHGL MA> PHKE=
?:<M;HHD @>HL KL AAHFE0>K MA> LRLM>F <HGMBGN>L MH >OHEO> ==BMBH

LN:LM:GMB:E P>:EMA BG HGp @EH;:E ><HGHFB< <HG=BMBHGL A:0> BFl:<M>= MA> O:EN> H? MA> KN;E> :G= |
@>G>K:MBHG B> G>P FHG>RIA> <HNGMKR_L BGM>KG:MBHIGEeQuadt Business Multimedia Series: Ruisia
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5HKD MF: #EH;:E bWise: Business Wisdom Worldwide: ReBS&HKD MF:
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.NLLB:G BG=NLMKR BL IKBF:KBER LIEBM ;>MP>>G @EH;:EER <HFI>MBMBO> <H
IKH=N<>KL[BG .NLLB: P:L MA> PHKE=_L E:K@>LM >QIHKM>K H? G:MNK:E @:L
L><HG= E:K@>LM >QIHKM>K H? HBE :G= MA> MABK=E:K@>LM >QIHKM>K H? L
:ENFBGNF[:G= HMA>K E>LL <HFI>MBMBO> A>:0R BG=NLMKB>L MA:M K>F:BG =
MA> NLLB:G =HF>LMB< F:KD>M OABL K>EB:G<> HG <HFFH=BMR >QIHKML F:D>
ONEG>K:;E> MH ;HHF :G= ;:NLM <R<E>L MA:M ?HEEHP MA> AB@AER OHE:MBE>
<HFFH=BMR IKB<>L 0A> @HO>KGF>GM LBG<> AL >F;:KD>=HG :G :F;BMBHN
IKH@K:F MH K>=N<> MABL =>I>G=>G<R :G= ;NBE= NI MA> <HNGMKR_L AB@A M
L><MHKL ;NM PBMA ?>P K>LNEML LH ?:K K>OBO:E H? .NLLB:G :@KB<NEMNK>
A:L E>= MH .NLLB: LAB?MBG@ ?KHF ;>BG@npGrtdi @MIBGG>M @K:BG >QIHKM>K
.NLLB: A:.L : AB@AER BG=NLMKB:EBS>= :G=:@K:KB:G ><HGHFR EFHLM M>G FI
K>>G@:@>= BG MA> :@KB<NEMNK> BG=NLMKR EHG@ PBMA BML O:LM LI:<>
:EP:RL ;>>G DGHPG ?HK BML :F:SBG@ K>LHNK<>L 0A> <HNGMKR IKH=N<>L [
MA> PHKE=_L GHG?>KKHNL K:K> :G=GH;E>F>M:EL [>K<>GM H? MA> PHKE=

I>K<>GM H? G:MNK:E @:L :G=BM AHE=L I>K<>GM H? MA>PHKE=_L DGHPG
=>|HLBML OH=:R :@KB<NEMNK> :<<HNGML ?HK [>K<>GM H? MA> ><HGHFR |
K>IK>L>GML  I>K<>GM :G=L>KOB<>L MHM:E I>K<>GM ;:.L>=HG:
>LMBF:ME >GMK:E %GM>EEB@>G<> @>G<R \ >GMK:EWW&1d.Rat®ook
<<>LL>= &:GNKR AMMIL PPP <B: @HO EB;K:KR IN;EB<:MBHGL MA> PHKE=
?:<M:HHD @>HL KL AMFE

I>KLHG HK HK@:GBS:MBHG MA:M
L>EEL IKH=N<ML :G= L>KOB<>L MA:M

K> LHNK<>= ?KHF HMA>K
<HNGMKB>L
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https://www.cia.gov/library/publications/the-world-factbook/geos/rs.html
https://www.cia.gov/library/publications/the-world-factbook/geos/rs.html
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Did You Know?

.NLLB: MA>/NFF>K H? KHN@AM :G=3A>M 1G=>KLM:G=BG@ MA> HFBGt
1?7?7><M HG HNGMKB>L :G= NLBG>LL

OABGD @EH;:E ;NLBG>LL BL :EE :;HNM E>:=BG@ >=@> AB@A M><A @:=@>Ml
IKH=N<ML HK BG=NLMKB:E F:GN?:<MNKBG@ BM>FL O0ABGD :@:BG /BG<> M/
H? :G<B>GM MK:=> <HFFH=BMB>L LN<A :L PA>M <HKG LIB<>L KB<> :G=<F}
A:0> ;>>G MA> IKBF:KR H;C><ML H? MK:=> 10>G MH=:R PA>:M .G= <HKG MA>
;:LB< H? ?HH=LMN??L :<KHLL :EE <NEMNK>L <:G LMBEE F:D> @HO>KGF>GML
><HGHFB>L[=>0O>EHI>= =>0>EHIBG@ :G=>F>K@BG@[IJNBO>K :L : K>LNEM F
:G= NGG:MNK:E =BLKNIMBHGL MH MA>BK F:KD>MIE:<>L .><>GMER BG MA> L
.NLLB: >QI>KB>G<>=: <KBIIEBG@ =KHN@AM MA:M E>= MH : ?HNK FHGMA
:EE @K:BG >QIHKML \.NLLB: A:L ;><HF> :G BG<K>:LBG@ER BFIHKM:GM ?HK<>
@EH;:E LNIIER H? @K:BGL :G= MA> FHO> K>B@GBM>= ?>:KL MA:M G>KOHNL
PHNE= ;>@BG AH:K=BG@ MA>BK HPG LNIIEB>L IHM>GMB:EER <:NLBG@ :
LAHKM:@>Y HNGMKB>L LN<A L '{@RIM MA> PHKE=_L GNF;>K HG> BFIHKM>k
PAB<A A:= ;HN@AM .NLLB:G PA>:M GHP FNLM <HGLB=>K HB¥>K HIMBHGL ]
,E>0>G #K>@HKR 6N<D>KF:G :G=/<HMM 'BEF:G \.NLLB:G !QIHKM :G .:BL>L

#EH;:E "HH=">:KLWall Street Journdl@NLM :<<>LL>= &:GN:KR
AMMI HGEBG> PLC <HF :KMB<E>
/ AMFE .NLLB: IKHOB=>=:EFHLM

[>K<>GM H? MA> PHKE=_L PA>:M LNIIER ?HK @EH;:E >QIHKML ?KHF MA> .
<KHI L:K>LNEM H? MA> ;:G F:GR @EH;:E I:<D:@>= ?HH=L <HFI:GB>L BG<EN
/PBLL @B:GML )B@KHL #>GHLL>GL<A:?ML NG=:G= HHI/<AP>BS :G= KBMBI
;:L>= K>FB>K "HH=L <HGLB=>K>= [HLLB;E> IKB<> BG<K>:L>L :L : K>LNEM H? N
PA>:M ;:G(B:F ,E>0>G #K>@HKR 6N<D>KF:G :G=/<HMM 'BEF:G \.NLLB:G !QIH|

:G .:.BL>L #EH;:E "HH=">:KLWall Street JourndN@NLM <<>LL>=
&:GN:KR AMMI HGEBG> PLC <HF :KMB<E>
/ AMFE

(BD> ABG: .NLLB:_L E:K@>LM <HFI:GB>L :K>>BMA>K LM:M> KNG HK A:O> LM:V
IKHOB=BG@ MA> @HO>KGF>GM PBMA :<<>LL MH K>LHNK<>L <:IBM:E :G= FKI
:G:ERLML :G= BGO>LMHKL :K>>:@>K ?HK MA> @HO>KGF>GM MH IKBO:MBS> F
?BKFL \OA> I<HGHFB< >O>EHIF>GM )BGBLMKR L:B=BG &NER 7H? 8 MA:M MA
IKBO:MBS:MBHG EBLM ?HK Z BG<EN=>=HBE IBI>EBG> FHGHIHER OK:GLG>
E:K@>LM LABIIBG@ <HFI:GR /[HO<HF?EHM HBE F:CHK .HLG>?M MA> <HNGMKF
[;>K;:GD :G=20 MA> ">=>K:E #KB= HFI:GR H? 1GB?B>=|G>K@R /RLM>F MA> .N

@KB<NEMNK:E :GD AR=KHIHP>K AHE=BG@ <HFI:GR .NL$R=KH :G= HMA>K

:LL>MUNLLB: 1GEBD>ER MH ,KBO:MBS> ((K@>LM HFI:GB>LBG ].% *HOHLM


http://online.wsj.com/article/SB10001424052748703748904575410740617512592.html
http://online.wsj.com/article/SB10001424052748703748904575410740617512592.html
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N@NLM :<<>LL>= &GN:KR AMMI >G KB:G KN ;NLBG>LL
AMFE

.1/ (BLHG>H? .NLLB:_L E:K@>LM IKBO:M>ER A>E= <HFI:GB>L $>:=JN:KM>K>=E
YJHL<HP .1/ ( BL MA> PHKE=_L E:K@>LM :ENFBGNF <HFI:GR :G= :<<HNGML ?HK :
[>K<>GM H? MA> PHKE=_L IKBF:KR :ENFBGNF HNMINM :G= I>K<>GM H? MA>
:ENFBG: IKH=N<MBHG 0A> <HFI:GR A.L :@@K>LLBO>ER NL>=: LMK:M>@R H? (
F>K@>KL :G=:<JNBLBMBHG MH @KHP BML HI>K:MBHGL PAB<A GHP <HO>K GI
<HNGMKB>L :G= ?BO> <HGMBG>GML O0H K:BL> <:IBM:E MA> <HFI:GR EBLM>= H
'HG@ /MH<D IQ<A:G@> B&AH 3> K>].1/( :<<>LL>=)R
AMMI KNL:E KN >G :;HNM :LIQ

Africa
Spotlight on South Africa

/HNMA ?KB<: F:D>L NI MA> LHNMA>KG IHKMBHG H? MA> <HGMBG>GM H? ?KB:«
ME:GMB< +<>:G BG MA> P>LM MH MA> %G=B:G +<>:G BG MA> >:LM 3BMA : MHI

FBE>L BG<EN=BG@ MA> KBG<> |=P:K= %LE:G=L MA><HNGMKR BL MA> NV
L>O0>GMA E:K@>LM BG MA> PHKE= HK :IIKHQBF:M>ER MA> L:F> LBS> :L "K:G<>
,HKMN@:E <HF;BG>=

%GBMB:EER : K>?N>EBG@ LM:MBHG ?HK NM<A L:BEHKL MK:O>EBG@ MH MA>
@K:=N:EER =>0>EHI>=:G :@KB<NEMNK:E L><MHK ;:L>= HG ?KNBM PBG> :G=
IKH=N<MBHG :EHG@ MA> <H:LM H? MA> :I> H? #HH=$HI> EE H? MABL <A:G@:
=K:F:MB<:EER PBMA MA> =BL<HO>KR H? FBG>K:EL BG MA> E:M> GBG>M>>GM/
IN;L>IN>GMER MA> <HNGMKR >F>K@>= L MA> E>:=BG@ F:GN?:<MNKBG@ :G-=
><HGHFR HG MA> ?KB<:G <HGMBG>GM

INK@BG@ IKB<>L ?HK @HE=:G= MA> AB@A =>F:G= ?HK ;:L> F>M:EL :G= HMA>k
IKH=N<ML IKHI>EE>= MA> <HNGMKR_L ><HGHFR :?M>K 3HKE= 3:K %% /HNMA
?HKMNG:M> MH A:0> MABL LMKHG@ ><HGHFB< ;:L> PA>G BGM>KG:MBHG:E L:(
JIEB>=BG MA> L:G= L

*HG>MA>E>LL BFIHKM LN;LMBMNMBHG :G= L:G<MBHG ;NLMBG@ P>K> G><>LL
LNKOBO:E :G= MA> <HNGMKR :L : PAHE> ;><:F> BG<K>LBG@ER BLHE:M>= A:
F:LLBO> <HKIHK:MBHGL <HGMKHEE>= FHLM H? MA> <HNGMKR_L P>:EMA :G= ||
F:CHKBMR H? @HH=L :G= L>KOB<>L 0A> G:MBHG:E @HO>KGF>GM <HGMKHEE
MA> ><HGHFR L>>G :L <KBMB<:E MH MA> G:MBHG:E BGM>K>LM H? MA> :[:KMA:
BG<EN=BG@ MK:GLIHKM:MBHG M>E><HFFNGB<:MBHGL :G= MA> F>=B:


http://en.rian.ru/business/20100830/160394304.html
http://en.rian.ru/business/20100830/160394304.html
http://rusal.ru/en/about.aspx
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/HNMA ?KB<: IK:<MB<>= E>@:E K:<B:E L>@K>@:Migida@GhiGsysteviA> %G

MA> L PHKE=PB=> =BL:IIKHO:E H? :.KMA>B= E>= MH ><HGHFB< L:G<MBHGL
/HNMA ?KB<: G BGM>KG:MBHG:E HBE >F;:K@H P:L BFIHL>=BG :G= MA> <H
P:L LNLI>G=>= ?KHF . KMB<BI:MBG@ BG MA> 1GBM>=*:MBHGL \ BLBGO>LMF>(
=BO>LMF>GM ?KHF /[HNMA ?KB<: P:L ?BKLM :=OH<:M>=BG MA> L BG IKHM>|
?KB<:_L LRLM>F H? I:KMA>B= ;NM P:L GHM BFIE>F>GM>= HG : LB@GB?B<:GM
MA>FB= L 0A>=BLBGO>LMF>GM <:FI:.B@GYBL <K>=BM>= ;L IK>LLNKBG@ M/
?KB<:G #HO>KGF>GM MH >F;:KD HG G>@HMB:MBHGL NEMBF:M>ER E>.=BG@ |
=BLF:GMEBG@ H? MA> :I.KMA>B\ikhddiidt |O \ BLBGO>LMF>GM ?KHF /[HNMA
?KB<: ] E:LM FH=B?B>=">;KN:KR <<>LL>= "> KN:KR

AMMI >G PBDBI>=B: HK@ PBDB BLBGO>LMF>GM9?KHF9/HNMAY9 ?KB<:

NKBG@ MA> L MA>K> P:L @EH;:E IHEBMB<:E :G= ><HGHFB< BLHE:MBHG ):C
BGO>LMF>GM ?BKFL INEE>= HNM H? /[HNMA ?KB<::L : K>LNEM H? MA> IN;EB< |
BGO>LMHK IK>LLNK>L :@:BGLM :I:KMA>B= 3ABE> @EH;:E ?BKFL LN<A :L ,>ILB
HE: %) !QQHG)H;BE :G= HMA>KL =B=G_M E>:0> /HNMA ?KB<: MA>R >G=NK>
‘HR<HMML :G= IKHM>LML BG MA>BK AHF> <HNGMKB>L 0A> FHK:E :K@NF>GML
1:KMA>B=>0>GMN:EER PHG ?M>K" 3 =>'E>KD P:L >E><M>= IK>LB=>GM BG
<A:G@> P:L BFF>=B:M> HEBMB<:E IKBLHG>KL P>K> K>E>:L>= :G=: G:MBHG:E
BGBMB:M>= HG MA> ?NMNK> H? MA> <HNGMKR O0A> ;:G P:L EB?M>= HG MA> ?}
HG@K>LL * :G=BG ">;KN:KR *>ELHG ):G=>E: P:L K>E>:L>= ?KHF IKBLHG
?M>K MP>GMR L>0>G R>:KL ;>ABG=;:KL $> P:L >E><M>= IK>LB=>GM BG :G:
?NKMA>K NGBM> MA> <HNGMKR =>"'E>KD :@K>>= MH L>KO> L =>INMR IK>LB=
:=FBGBLMK:MBHG

"HEEHPBG@ MA> >E><MBHG /HNMA ?KB<:_L I>KBH=:L :G BGM>KG:MBHG:E
MH : LPB?M >G= 0A> <HNGMKR P:L K>:=FBMM>= BGMH MA> 1GBM>= *:MBHGL
P>K> EB?M>= "HK MA> ?BKLM MBF> /HNMA ?KB<:GL <HNE= MK:O>E ?K>>ER A
:G=:KMB<BI:M>= BG MKNER =>FH<K:MB< BGLMBMNMBHGL #EH;:E ;NLBG>LL>|
:@:BG =H ;NLBG>LL PBMA /HNMA ?KB<: PBMAHNM ?>:K H? BGO>LMHK HK IN;EE

/HNMA ?KB<: AL >F>K@>= :L : ?K>> F:KD>M ><HGHFR PBMA :G :<MBO> IKBO:M:
0A> <HNGMKR LMKBO>L MH =>0O>EHI : IKHLI>KHNL :G= ;:E:G<>= K>@BHG:E ><H
<:G <HFI>M> BG @EH;:E F:KD>ML L :G>F>K@BG@ F:KD>M <HNGMKR /HNMA
A>:0OBER HG BG=NLMKB:E BFIHKML :G= <:IBM:E /I><B:EMR FBG>K:EL :G= F>M:E
F:<ABG>KR MK:GLIHKM >JNBIF>GM :G= <A>FB<:EL :K> BFIHKM:GM BFIHKM L><

E

<MB<>=

E

‘GRHG>


http://en.wikipedia.org/wiki/Disinvestment_from_South_Africa

A:IM>K 3HKE= I<HGHFB>L

IF>K@BG@ ):KD>ML

Johannesburg, South Africa, is the most powerful commercial center on the African continent.
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)BG>K:EL :G=>G>K@R :K> <>GMK:E MH /HNMA ?KB<:_L ><HGHFB< :<MBOBMR

F:GN?:<MNKBG@ MA> <HNGMKR_L E:K@>LM BG=NLMKR BL LMBEE ;:L>= MH :

FBGBG@ /HNMA ?KB<: K><>BO>L FHK> ?HK>B@G <NKK>G<R ?HK BML @HE= |
LBG@E> BM>F :EMAHN@A BM >QIHKML HMA>K FBG>K:EL BG<EN=BG@ IE:MBC
<AKHF> F:G@:G>L> :G= BKHG HK> %M BL MA> PHKE=_L E:K@>LM IKH=N<>K |
@HE= :G= <AKHFBNF @KB<NEMNK:E IKH=N<ML LN<A :L ?KNBM PHHE AB=>L
LN@:K<:G> ?KNBML O>@>M:;E>L ;>>? IHNEMKR FNMMHG =:BKR IKH=N<ML :
:<<HNGM ?HK [>K<>GM H? BML # ,

OH=:R BG=NLMKR :<<HNGML ?HK [>K<>GM H? MA> <HNGMKR_L #, ?H<NLBG(
:G= :NMHFH;BE> :LL>F,ER F>M:EPHKDBG@ F:<ABG>KR M>QMBE>L BKHG :G=
<A>FB<:EL ?>KMBEBS>K ?HH=LMN??L :G=<HFF>K<B:E LABI K>I:BK

NKBG@ MA> R>:KL H? :I:KMA>B= MA> ><HGHFR H? /[HNMA ?KB<: LM:@G:M>= :
=BK><MBHGE>LL 0A:M <A:G@>= :?M>K MA> >E><MBHG H? MA> #HO>KGF>GM |
BG 0A> IHLM:I:KMA>B= @HO>KGF>GM A:L <E>:K IKBHKBMB>L BG<EN=BG@
@KHPMA CH; <K>:MBHG :G= BG>JN:EBMR K>=N<MBHG
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1G=>K :I:KMA>B= E:K@> <HG@EHF>K:M>L :<AB>0>= G>:K <:KM>E LM:MNL :G= |
<HFI>MBMBHG %G F:GR BGLM:G<>L MABL H<<NKK>= PBMA M:<BM @HO>KGF:
F:GR IKHFBLBG@ LF:EE <HFI:GB>L P>K> ;HN@AM HK ?HK<>= HNM H? MA> F:KD
?BG:G<B:E FNL<E> 0A> HO>K:EE >??7><M P:L : ,ENGMBG@ H? BGGHO:MBHG :G:
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4.5 Tips in Your Entrepreneurial Walkabout Toolkit

Researching the Local Market
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PBEE :IIKH:<A RHN >0>G ;>?HK> RHN A:0> ?HKF.:EER =><B=>= MH >GM>K : G>P
F:KD>M %M <:G L>>F >:.LR MH LBFIER E>M MA> [>KLHG LM:KM L>EEBG@ ;NM ?
RHN A:O0>: IE:G BG IE:<> %M PBEE A>El L>M @H:EL F.G:@> >0O>KRHG>_L >QI>:
=>M>KFBG> PA:M : LN<<>LL HK ?:BENK> PBEE EHHD EBD> BG M>KFL H? K>0O>C
:G= MBF> ?K:F>

(K@> @EH;:E <HFI:GB>L H?M>G A:O> : ;>0OR H? K>LHNK<>L BG MA> ?HKF H? ;N
<HGLNEM:GML MH IKHOB=> BG?HKF:MBHG HG EH<:E F:KD>ML /F:EE :G=FB=LE
MRIB<:EER A:O> LF:EE>K HK GH <HGLNEMBG@ ;N=@>ML :G= G>>= MH K>L>:K<
<K>:MBO>ER PBMA >QBLMBG@ K>LHNK<>L

GNF;>K H? K>LHNK<>L :K>:0:BE:;E> MH <HFI:GB>L <HGLB=>KBG@ G>P @EH;:
F:KD>ML[LHF> FHK> NL>?NE MA:G HMA>KL =>I>G=BG@ HG MA> <HNGMKR :G=
MA> G>P F:KD>M BL ?HK LHNK<BG@ HK ?HK L>EEBG@ BGMH 0A> %GM>KG>M
IE:<> MH LM:KM :GR K>L>:K<A :G=> F:BE BL MA> ;>LM P:R MH <HGM:<M LHF> H
GHM>=;>EHP ):GR H? MA>L> HK@:GBS:MBHGL HI>K:M> HGEBG> >Q<A:G@>L F
<HFI:GB>L <:G ?BG= |:KMG>KL <NLMHF>KL :G=LNIIEB>KL 0A> ?HEEHPBG@ :K
MH ?HEEHP PA>G K>L>:K<ABG@ : G>P F:KD>M
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>0O>EHI : K>E:MBHGLABI PBMA RHNK AHF> <HNGMKR_L >F;:LLR :G=
<HFF>K<B:E L>KOB<> H??B<> BG MA> M:K@>M <HNGMKR ):GR @HC(
K>:EBS> MA:M E:K@> <HFI:GB>L A:0> FNEMBIE> HIMBHGL :G= MA:M
<HFI:GB>L FHLM EBD>ER MH G>>= MA>BK L>KOB<>L :G= BGLB@AM
FB=LBS> /HF> H??B<>L <A:K@> FH=>LM ?>>L ?HK K>L>:K<ABG@ EB
IHM>GMB:E [:KMG>KL HK =BLMKB;NMHKL 3A>MA>K RHN G>>= MABL
MA> :==>= BGLB@AM ?KHF :G >QI>KB>G<>= <HNGMKR >QI>KM <:G ;;
NL>?NE O0A>L> <HFF>K<B:E L>KOB<> H??B<>KL PBEE ;> ;;E> MH M>E
MA> MK:<D K><HK=L H? HMA>K <HFI:GB>L PBMABG : LI><B?B< BG=N
LI><B?B< =BLMKB;NMHKL !'0>G E>:KGBG@ :;HNM MA> E:<D H? HMA:
>GM>KBG@ MA> F:KD>M F.R ;> A>EI?NE L RHN F:R B=>GMB?R MA>
?HK MA>BK E:<D H? LN<<>LL HK BGM>K>LM 0A> 1/ >l:KMF>GM H? /\
IN;EBLA>L NL>?NE BG?HKF:MBHGAMKEBEBBPNMM:M> @HO > >>;

<;: BG=>Q AMPA> LBM> :ELH IKHOB=>L FHK> @>G>K:E <HNGMKR
BG?HKF:MBHG

HGM:<M MA> M:K@>M <HNGMKR_L <HFF>K<B:E H??B<> PBMABG BI
<HGLNE:M> BG RHNK AHF> <HNGMKR %? MA> <HNGMKR =H>LG_M
H??B<> <HGM:<M MA> K>LI><MBO> =BIEHF:MB< H??B<>L '0>G MHN
<:G IKHOB=> RHN PBMA @>G>K:E BG?HKF:MBHG )HLM <HNGMKR H
>:@>K MH IKHFHM> MA>BK EH<:E ><HGHFB>L >0>G HG : LF:EE L<:E
<HGLB=>KBG@ LHNK<BG@ ?KHF MA> <HNGMKR MA>R_K> NLN:EEF
>:@>K MH IKHOB=> RHN PBMA K>LHNK<>L :G= EBLML H? IHM>GMB:I
I:KMG>KL HK F:GN?:<MNK>KL

HGM:<M MA> <A:F;>K H? <HFF>K<> ?HK MA:M <HNGMKR BG RHNK A
<HNGMKR 0A>L> K> =B??>K>GM ?KHF MA> <HFF>K<B:E H??B<> GH
?BKLM IHBGM L MA>R M>G= MH ;> ?NG=>= ;R IKBO:M> L><MHK <HF
):GR LF:EE>K HK LMBEE >F>K@BG@ <HNGMKB>L F:R GHM A:0> : <A
<HFF>K<> H??B<>R>M 5HN F:R :ELH P:GM MH <HGM:<M RHNK AHF>
<AF;>K H? <HFF>K<> BG MA> ?HK>B@G <HNGMKR H? BGM>K>LM "
BG MA> 1GBM>= /M:M>L MA>K> :K> MPH MRI>L H? <A:F;>KL F>KB<:!
A:F;>KL H? HFF>K<> EH<:M>= BG GNF>KHNL <HNGMKB>L :G=;BG!|
<A:F;>KL H? <HFF>K<> H??B<>L EH<:M>=BG MA> 1GBM>=/M:M>L

0A> IKBF:KR =B??>K>G<> ;>MP>>G MA> MPH MRI>L H? <A:F;>KL BL M
EH<:MBHG HMA HK@:GBS:MBHGL L>>D MH ?:<BEBM:M> ;NLBG>LL I
>MP>>G MA> 1GBM>= /M:M>L :G= MA> K>LI><MBO> <HNGMKR H?M:
<HEE: HK:MBG@ HG LI><B?B< IKHC><ML :L P>EE :L EH;;RBG@ @HO:
IKHM><MBHG H? 1/ ;NLBG>LL BGM>K>LML 0A> F>KB<:G A:F;>KL H?
HFF>K<> ;KH:= F A:FL :K>:??BEB:M>= PBMA MA> 1/ A:F;>K H?
HFF>K<> :G= M>G= MH ?H<NL HG F>KB<:G ;NLBG>LL BGM>K>LML B
M:K@>M <HNGMKB<:G A:F;>KL H? HFF>K<> ;KH:=]1/

A:F;>K H? HFF>K<> <<>LL>= &:GN:KR

AMMI PPP NL<A:F:>K <HF BGM>KG:MBHG:E =BKEBRMHKR HO>KL>:L
F A:FL <.G ;> H;M:BG>= ;R <HGM:<MBG@ MA> 1GBM>= /M:M>L A:F;>k

OBIL BG 5HNK !|GMK>IK>G>NKB:E 3:ED:;HNM OHHEDBM
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HFF>K<>BG 3.LABG@MH@HGM>KG:MBHG:E ] 1/ A:F;>K H?
HFF>K<> <<>LL>= &:GN:KR AMMI PPP NL<A:F:>K <HF

BGM>KG:MBHG:E

0A> ;BG:MBHG:E <A:F;>KL H? <HFF>K<> EH<:M>= BG MA> 1GBM>= /M
IKHFHM> ;HMA 1/ ;NLBG>LL BGM>K>LML :G= HMA>K <HNGMKB>L_ B(
MA> 1GBM>= /M:M>L %M_L BFIHKM:GM MH GHM> MA:M MA>L> K> G
%GM>KG:MBHG:E A:F;>K H? HFF>K<> HK BML 3HKE= A:F;>KL ">=>K
=BOBLBHG PAHL> FBLLBHG BL MH <K>:M>: :NLBG>LL :G=E>@:E >C
MA:M >G<HNK:@>L @EH;:E MK:=> %GLM>:= MA> ;BG:MBHG:E <A:F;>
<HFF>K<> K> ?H<NL>= HG ;BE:M>K:E BLLN>L "HK >Q:FIE> MA> F>K
%G=HG>LB:G A:F;>K H? HFF>K<> BL EH<:M>=BG *>P 5HKD

O0A>L> ;BG:MBHG:E <A:F;>KL M>G= MH ;> KNG ;R >Q><NMBO> =BK><
K>:EER DGHP MA> <HNGMKB>L P>EE A:0> >Q<>EE>GM G>MPHKDL
=HF>LMB< <HFI:GB>L :G=<:.G LNIIER G>>=>= BG?HKF:MBHG HK ?:<E
:NLBG>LL BGMKH=N<MBHGL +??B<>L KNG ;R I>HIE> PAH A:0> ;>>G
<HNGMKR ?HK : E>G@MAR I>KBH= H? MBF> PBEE FHK> EBD>ER ;> [
:G=?NEE H? NL>?NE BG?HKF:MBHG HMA F A:FL :G=;BG:MBHG:E
HK@:GBS:MBHGL M>G= MH ;> =HFBG:M>= ;R E:K@> P>EE >LM:;EBL/
<HFI:GB>L ;NM MA>R <:G ;> O>KR NL>?NE BG K>L>:K<A :G= BG?HKF
@:MA>KBG@ :L P>EE ;L BG H;M:BGBG@ BGMKH=N<MBHGL MH IHLLE
@:BG MA> LMK>G@MA H? :GR H? MA>L> HK@:GBS:MBHGL NLN:EEI
>Q><NMBO> =BK><MHK

A:F;>KL H? <HFF>K<> :K> :ELH @K>:M |IE:<>L MH @>M BG MHN<A PB
HMA>KL PAH :K> >QI>KB>G<>= BG =>:EBG@ PBMA : <HNGMKR >BM;/
:=OBLHKL <HGLNEM:GML HK ABK>L 1MBEBS> MA> >QIl:MKB:M> <HF
EH<:M>= PBMABG MA:M <HNGMKR :L P>EE :L MAHL> PAH A:O> K><>
K>MNKG>= MH RHNK AHF> <HNGMKR :L LHNK<>L ?HK O:EN:;E> BG?
HNM MA> <HNGMKR :G= BML ;NLBG>LL <EBF:M> :G= IK:<MB<>L

HGM:<M MA> 1/ >:KMF>GM H? HFF>K<> L %GM>KG:MBHG:E 0K:=>
=FBGBLMK:MBHG H??B<> BG RHNK LM:M> :G=BG 3:LABG@MHG |
K>LI><MBO> MK:=> H??B<> BG RHNK AHF> <HNGMKR :G=LI>:D PBM
H??B<>K ?HK MA> <HNGMKR H? BGM>K>LM %G MA> 1GBM>= /M:M>
BG?HKF:MBHG <:G ;> H;M:B&EMMIMPPP BM: =H< @HKO

AMMI PPP NL:MK:=> <HFHO>KGF>GM MK:=> H??B<>L :ELH IKHOB=>
>QIHKM IKH@K:F @NB=> MA:M EBLML K>LHNK<>L :O:BE:;E> :M
AMMI PPP BM: =H< @HO >QIHKM:F>KB<: LDOA>0% 9 J: AMFE
"BG=HNM B? RHNK AHF> LM:M> HK <BMR A:L : \LBLM>K] LM:M> <BMF
PBMA LI><B?B< <HNGMKB>L :G= B? IKHFHMBHG:E HIIHKMNGBMB>L
%? IHLLB;E> <HG=N<M : ?:<M ?BG=BG@ MKBI MH RHNK <HNGMKR F
-KMB<BI:M> BG :GR =>E>@:MBHG HK MK:=> FBLLBHG MA:M MA> 1/ :
H? HFF>K<> RHNK EH<:E <A:F;>K H? <HFF>K<> H??B<> HK HMA>K |
HK@:GBS:MBHGL LIHGLHK EP:RL K>OB>P MA> :@>G=: :G= EBLM H-

OBIL BG 5HNK !|GMK>IK>G>NKB:E 3:ED:;HNM OHHEDBM
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<:K>?NEER ):D> LNK> GHM HGER MA:M MA>R ?BM MA> G>>=L H? RF
:G=<HFI:GR ;NM :ELH MA:M MA> [>HIE> :K> =><BLBHG F:D>KL :G= GF
IHEBMB<:E ?B@NK>A>:=L

MM>G= MK:=> LAHPL BG MA> <HNGMKR HK K>@BHG H? BGM>K>LM
A:0> ;><HF> :KMB<NE:KER IHINE:K ?HK LF:EE>K <HFI:GB>L :L F:GR
HK@:GBS>KL H??>K LF:EE>K ;HHMA HIMBHGL PBMA EHP>K ?>>L HK
<HFI:GB>L MH LA:K> ;HMA LI:<>L :G= <HLML %G F:GR <:L>L <HNGMK
H??B<>L :ELH ?:<BEBM:M> MK:=> MKBIL MH : M:K@>M <HNGMKR HK
=>E>@:MBHG H?M>G LA:K>L >QAB;BMBHG LI:<> MH FBGBFBS> <HLN\
MA>L> LAHPL :K> HK@:GBS>= ;R MA> LI><B?B< BG=NLMKB>L L<A>=
:0O:BE:;;E> HGEBG> :G= MAKHN@A MA> <HNGMKR_L MK:=> HK =BIEHI
> <K>:MBO> "BG= <HFFHG <HGG><MBHGL PBMA <HFI:GB>L BG MA>
ELH L>>D <HGG><MBHGL PBMA BG=BOB=N:EL PAH A:0> >QI>KB>G:-
;NLBG>LL BG MA> <HNGMKR HK PBMA MA> LI><B?B< <HFI:GR PBMA
‘K> =>EBG@ > @ :<HFI:GR HK BG=BOB=N:E MA:M RHN BGM>K:<M
‘ELH =H>L ;NLBG>LL BG RHNK M:K@>M <HNGMKR 0:ED MH G:MBO>
<HNGMKR MA:M EBO> BG RHNK AHF> G:MBHG !0>G B? MA>K>BL G
;NLBG>LL :IIEB<:MBHG ?HK MA> BG?HKF:MBHG RHN @E>:G ?KHF LN
RHN PBEE ;> ;;E> MH @:MA>K : @K>:M =>:E H? <NEMNK:E :G= LH<B:E
BG?HKF:MBHG MA:M RHN F:R ;> :;E> MH INM MH @HH= NL>

IIKH:<A O>G=HKL :G=<EB>GML %? RHN :K>AHIBG@ MH PBG EH<:E
MAKHN@A @HO>KGF>GM <HGMK:<ML RHN F:R P:GM MH :lIKH:<A E:
O>G=HKL MA:M :K> FHK> EBD>ER MH H;M:BG MA> HO>KL>:L <HGMK
MA>F A:O> ;E:GD>M @HO>KGF>GM <HGMK:<ML :G= EHHD MH LN;<H
LI><B?B< @HH=L :G= L>KOB<>L "NKMA>K MA>R H?M>G A:0>: K>JN
NMBEBS> LF:EE ;NLBG>LL>L I:KMB<NE:KER MAHL> MA:M :K> HPG>=
HK FBGHKBMB>L

0A> >GMBK> @HO>KGF>GM <HGMK:<MBG@ BG=NLMKR BL O>KR MI
:G= PBEE K>JNBK> K>LHNK<>L NI 7KHGM MH <NEMBO:M> MA> G><>
K>E:MBHGLABIL :G= IKH<>LL MA> K>JNBK>= |:I>KPHKD 1GE>LL RHN
MA:M RHNK IKH=N<M HK L>KOB<> BL K>JNBK>= HK A:O> >LM:;EBLA>
K>E:MBHGLABIL BM_L GHM MA> ;>LM ?BKLM L:E>L IKHLI><M @BO>(
L:E>L <R<E> ):GR L>KOB<> <HFI:GB>L LM:KM MH PHKD BG G>P F:KD
MAKHN@A IKHC><M <HGMK:<ML ?HK LI><B?B< M:LDL :G= MBF> [>KE
M:D> EHG@>K MH ;NBE=: LNLM:BG:;E> ;NLBG>LL BG : <HNGMKR ;NI
IKHC><ML :EEHP RHN MH E>:KG ;;HNM MA> <HNGMKR :G= BML ;NLB(
:L P>EE :L B=>GMB?R EH<:E :IKMG>KL )HLM RHNG@ <HFI.GB>L BGB
<AHHL> MH I:KMG>K PBMA : EH<:E L>KOB<> ?BKF K:MA>K MA:G MKR
MA>BK HPG H??B<>

><H@GBS> MA:M LHF> >F;:.LLB>L H??B<>L :G=BG=BOB=N:E H??B<
>MM>K ;;E> MH :LLBLM RHN BG RHNK >??HKML "HK >Q:FIE> CNGB}
<K>>K I>HIE> PAH A:O> LI>GM FHK> MBF> BG MA> EH<:E <HNGMKR

OBIL BG 5HNK !|GMK>IK>G>NKB:E 3:ED:;HNM OHHEDBM
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FHK> BGLB@AM?NE :G= DGHPE>=@>:;E> MA:G L>GBHK :G= IHEBMB
JAHBGM>= H??B<>KL PBMA E>LL BG <HNGMKR >QI>KB>G<> +O>K M
MAKHN@A K>L>:K<A :G= K>?>K>G<>L RHN PBEE E>:KG PAB<A H??E
IKH?>LLBHG:EL A:0> MA> FHLM >QI>KB>G<> :G= DGHPE>=@> L:L:
F>:LNK> =HN;E> <A><D :EE BG?HKF:MBHG PBMA :M E>:.LM MPH BG=
LHNK<>L ELH ;>:P:K>MA:M MA> >F;:LLB>L BG RHNK AHF> <HNGMK
=B??>K BG MA>BK =>@K>> H? K>LIHGLBO>G>LL MH ?HK>B@G BGM
:NMHF:MB<:EER :LLNF> MA:M MA> >F;:LLB>L HK MK:=> K>IK>L>GM:M
MA> E:K@>K HK FHK> ><HGHFB<:EER :=0:G<>= <HNGMKB>L :K> FHE
HK A>EI?NE>KIM>= ?KHF /:GCRHM , N@&@\@ight Talk about

Starting and Growing Your Own Busird3$HKD )<#K:P $BEE

OBIL BG 5HNK !|GMK>IK>G>NKB:E 3:ED:;HNM OHHEDBM
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4.6 End-of-Chapter Questions and Exercises

0A>L> >Q>K<BL>L :K> =>LB@G>= MH >GLNK> MA:M MA> DGHPE>=@> RHN @:B
;HNM BGM>KG:MBHG:E ;NLBG>LL F>>ML MA> E>.KGBG@ LM:G=:K=L L>M HNM ;
BGM>KG:MBHG:E LLH<B:MBHG MH =0:G<> HEE>@B:M> /<AHHEL H? NLBG>LL
%GM>KG:MBHEEB:MBHG MH =0:G<> HEE>@B:M> /<AHHEL H? NLBG>LL P>;LI
<<>LL>= &:GN:KR AMMI PPP :<L:>=N / BL MA> IK>FB>K :<<K>=BMBG@
:@>G<R H? <HEE>@B:M> ;NLBG>LL L<AHHEL :G= :<<HNGMBG@ IKH@K:FL PHKI
>QI><ML MA:M RHN PBEE @:BG DGHPE>=@> BG MA> :K>:L H? <HFFNGB<:MBHC
K>:LHGBG@ :G:ERMB<:E LDBEEL NL> H? BG?HKF:MBHG M><AGHEH@R FNEM
=BO>KLBMR :G= K>?E><MBO> MABGDBG@

EXPERIENTIAL EXERCISES

/[ HFENGB<:MBHG 1L> H? %G?HKF:MBHG 0><AGHEH@R G:ERMB<:E /DB

HFI:K> :G= <HGMK:LM MA> BFIl:<M H? MA> K>@NE:MHKR LMK>G@MA H?
FBGBLMKB>L H? MK:=> BG &:I:G HK #>KF:GR O>KLNL %G=B: $HP =B= MA
=>0>EHI>= <HNGMKR LN<<>LL?NEER E>:= MA> <HNGMKR MH EHG@ M>}
BL<NLL MA> KHE> H? MA> ;:NK>:N<K:<R BG %G=B: :G= B? RHN MABGD BN\
LN<<>LL?NEER E>:= MA> <HNGMKR MH EHG@ M>KF ><HGHFB< @KHPM!/
[>E><M HG> =>0O>EHIBG@ <HNGMKR MA:M RHN MABGD F:R ;><HF> :G >F
F:KD>M BG MA> G>QM M>G R>:KL BL<NLL PAB<A LM:MBLMB<L :G= <KBN\
RHNK L>E><MBHG


http://www.aacsb.edu
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Ethical Dilemmas

/ 'MAB<:E >:LHGBG@ )NEMB<NEMNK:EBLF .>?E><MBO> 0ABGDBG@ G:E

/IDBEEL

BL<NLL AHP @EH;:E >MAB<L :K> BFIl:<MBG@ MA> =>0O>EHIF>GM H
EH<:E ><HGHFB>L H? >F>K@BG@ F:KD>ML />E><M MPH <HNGMK|
K>0B>P AHP MA> EH<:E @HO>KGF>GM BL :==K>LLBG@ MA> BLLN
<HKKNIMBHG BG ;NLBG>LL $:0> MA>L> >??HKML ;>>G LN<<>LL?N
PAR GHM $HP PHNE= RHN A:G=E> MA>F B? RHN P>K> =HBG@ ;NL
BG MAHL> <HNGMKB>L
%7? RHN P>K> MA> F:G:@>K H? G>P @EH;:E ;NLBG>LL =>0>EHIF>G
<HGLNF>K IKH=N<ML ?BKF =BL<NLL AHP RHN PHNE= K>0B>P MA:
IKHLI><ML ?HK *B@>KB: 1L> MA> BG?HKHMBBEGKHF
E:LLB?RBG@ 3HKE= I<HGHFB>EE :L MA> *B@>KB: HO>KOB>P BG
[><MBHG >O>EHIBG@ 3HKEE *B@>KB: H??>K : @KHPBG@ :G=
LMKHG@ F:KD>M ?HK <HGLNF>K IKH=N<ML %L MA> @HO>KGF>G
%L MA> ><HGHFR LM:;E> K> MA>E>@:E IHEBMB<:E :G=><HGHF|
BGLMBMNMBHGL MK:GLI:K>GM :G= A:0> MA> K>?HKFL ;>>G >?7><
3A:M <HG<>KGL PHNE= RHN >QIK>LL MH RHNK F:G:@>F>GM

IG=H? AIIM>K -N>LMBHGL :G=!Q>K<BL>L
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