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INTRODUCTION: AN ASSESSMENT OF
THE GLOBAL BUSINESS
ENVIRONMENT

The foundation for conceiving a global business strategy in the 1980s
is an assessment of the profit opportunities offered by the tens of
countries around the world. Although attractive situations exist in the
USSR, the People’s Republic of China, and other countries influenced by
these Eastern Bloc powers this book analyzes 60 countries generally
outside this bloc.

A distinction is made between a country’s potential for socioeco-
nomic progress and its degree of achievement in seeking this progress.®
Chapter One describes a system for evaluating the potential that quanti-
ties the level of human and physical resources. This system took three
years to construct. The process required combining and refining the
many possibilities for components. Scholars from several disciplines
contributed to the decisions needed to narrow the alternatives and create
a workable model.

Chapter Two applies the system to the 60 countries analyzed in the
book. The results might be affected by a larger number of qualified
evaluators, but the ratings appear logical when considered individually
and when compared regionally. Forecasts for the 1980-84 and 1985-89

® Socioeconomic progress is defined as advancement toward broad wealth-
distribution and attainment of high levels of disposable personal income. This is different
from sociopolitical progress, in which human rights are fully respected and individuals
participate in the selection of leaders and type of government. South Korea is an example of
a country that is making socioeconomic progress but has a low level of sociopolitical
progress.
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periods give an indication of potential in the coming decade. Figure 1.1
shows the decreasing accuracy of all types of forecasts as they are
extended into the future. Nevertheless, by using ratings for the present as
a starting point, and assessing the likelihood of change in a country for
each of the 18 categories in the system, a reasonable estimate of the two
future periods can be made.

Chapter Three compares ratings for country potential with the
Business Environment Risk Index (BERI), which measures the total
business climate being achieved. A regularly published five-year forecast
is available from BERI and an explanation of the index is given in
Appendix A. The two systems are the basis for identifying both under-
achievers and nations exceeding potential. A brief analysis is given for
both types of countries that have ratings more than 10 percent apart.

Chapter Four uses the rating systems and published information
obtained from research to establish a Profit Opportunity Recommenda-
tion (POR) for the 60 countries. Four categories were created: capital

FIGURE L1: Accuracy of Forecasting
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investment; nondividend cash flow; trade only; and no business transac-
tions. The first three have three variations within the category, so there
are ten POR possibilities for a country. This rating is a basic input in the
strategic planning process described in Part I1I.

Sufficient information is given in Part I for readers to apply the
systems and obtain independent data. This could be motivated by
another point of view about a country or refinements needed for a
specific industry. Regardless of system design and results of specific
ratings, a company will benefit from a quantitative approach to country
evaluation.



A FORECASTING SYSTEM FOR
ASSESSING COUNTRY POTENTIAL IN
THE 1980s

The objective of this book is to identify techniques that assist in
formulating strategies required for profitable operations in the 1980s. As a
first step it is necessary to forecast the business environment existing in
that period by country and region of the world. The system of forecasting
used in Part I first assumes that this environment is ultimately dependent
on the characteristics of the people and the sociopolitical system in which
they live, and the physical resources provided by nature and those that
have been added by the people. Figures 1.1 and 1.2 are the schematic
models of the multipart method of estimating future country potential.
Later in Part I this potential is compared with the Business Environment
Risk Index (see Appendix A), which measures actual and expected
performance.

Chapter One is divided into three parts. First, the mechanics of the
system for forecasting country potential are explained. Second, the nine
human variables assessed in the system are discussed. Third, the composi-
tion and the scope of each physical variable is identified.

MECHANICS OF THE SYSTEM OF ASSESSING COUNTRY
POTENTIAL

After tens of experiments, nine human and nine physical variables
have been selected for the system. Work with anthropologists, political
scientists, psychologists, sociologists, and experts in agriculture, geology,

6



