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COURSE GUIDE

INTRODUCTION

This course guide tells you the nature of the course the materials you
are going to use and how you are expected to use them for meaningful
benefits. It is expected that at least two hours should be devoted to the
study of every unit. For each course units there are exercises. You are
encouraged to do them. They serve as points of reflections, which are

necessary for proper understanding of the facts.

At the end of each unit, there are tutor-marked assignments, which you
are expected to answer. They serve as revision and continuous
assessment. Tutorial lectures will be provided. This is the opportunity
you have for a face-to-face contact with your facilitator. Any area you

did not understand will be explained during the tutorial classes.

COURSE AIMS

The course aims at exposing you (students) to the necessary
information that will add to the student’s knowledge on international

business II. The aim of the course shall be achieved by:

. Introducing you to the concept of counter trade.
. Examining the meaning, scope and nature of counter trade.
. Explaining international services in international business.



Dilating copiously the roles of central and commercial banks in

domestic and world economy.
Assessing economic integration of nations across the globe.
Examining international logistics and supply chain management.

Discussing broadly international human resources management,
motivation of international human resources, evaluation and

appraisal.

COURSE OBJECTIVES

Upon successful completion of this course, you should be able to:

Discuss succinctly the concept of counter trade and operations.

MODULE 1

1) Define and explain counter trade

2) Examine the various types of counter trade and classification of
form.

3) Highlight the advantages and drawbacks of counter trade.

4) Discuss government position towards counter trade.

S) Examining the consistency of counter trade with the international
trade framework.

0) Know how firms are prepared for counter trade.



7)

8)

9)

10)
11)
12)
13)

14)

15)

16)

17)
18)
19)

20)

21)
22)

23)

Discuss the attitude of international organizations to counter
trade.

Define and explain what international services are.

Examine the increasingly important role of international services
to world economy.

Compare and contrast services and products.

Identify stand-alone services.

Discuss global transformation in the service sector.

Examine global regulation of services (GRS).

Take a case study on international services (typical international
services).

Define central and commercial banks.

Trace in brief the historical background of the central bank in
Nigeria.

Examine the major objectives of the central bank.

Discuss the statutory and development roles of the central bank.
Look at critically the structure of commercial banking.

Examine the reasons for government participation in commercial
banking.

Discus the roles of commercial bank to economic development.
Explain commercial banks credit creation.

Identify the limitations of commercial bank credit creation.



24) Discuss the power control of central bank over commercial bank.

25) Explain what is meant by economic integration.

26) Examine the cost and benefit of integration arrangements.

27) Discuss economic community as a form of economic integration.

28) Dilate copiously the emergence of Economic Community of West
African State (ECOWAS).

29) Examine the sub-regional interest and global environment.

30) Discuss the prevailing economic integration problems.

31) Look at other levels/forms of economic integration.

32) In briefly, explains the structure of the European union and its
implications for firms within and outside Europe.

33) Discuss the emergence of other integration agreement, especially
in the American and Asia in brief.

MODULE 2

1) Define international logistics and supply chain management.

2) Examine the major problems address by supply chain
management.

3) Identify the major activities and functions of supply chain
management.

4) Trace the historical development in supply chain management.

5) Discuss supply chain business process integration.



6)
7)
8)
9)
10)

11)

12)
13)
14)
15)
16)
17)
18)
19)
20)
21)
22)
23)
24)
25)

26)

Highlight the various theories of supply chain management.
Itemize the various components of supply chain management.
Examine global supply chain management

Definition of human resources management (HRM).

Meaning of international human resource management (IHRM).
Differences between domestic human resources management and
international human resources managements.

The sources for management recruitment.

Selection criteria for overseas assignment

Culture shock.

Labour participation in management

The role played by labour unions

Human resource policies.

What international human resources managers do.

Define and explain international accounting

Discuss major differences in financial reporting.

Examine the composition and structure of international taxation.
Identify major conceptual differences in international tax system.
Examine the various tax systems internationally.

Discuss the source of income for international taxation

Explain the tax jurisdiction systems we have.

Dilate tax treaties.



27) Examine critically strategic planning in international business.

28) Discuss the brief history of strategic planning in international
business.

29) Identify the benefits of strategic planning in international
business.

30) Dilate the significance of strategic planning in international
business.

31) Examine the strategic planning process.

MODULE 3

1) Define and explain the concept of culture.

2) Examine international culture.

3) Discuss the various elements of culture.

4) Explain material cultural element.

S) Identify the source of cultural knowledge.

0) Dilate copiously cultural analysis.

7) Draw up a model of cross cultural behaviour

8) Define and explain the concept of transfer pricing.

9) Identify the various objectives of transfer pricing.

10) Discuss the determinants of appropriate transfer pricing.

11) Explain some of the transfer pricing criterion.

12) Explain internal reporting concept and



13)
14)
15)
16)
17)
18)
19)
20)
21)

22)

23)
24)

25)

26)

27)

28)

29)

30)

31)

External reporting

Highlight the most influencing factors to transfer pricing.
Examine the relative transfer pricing methods.

Itemize the general problems of transfer pricing.

Define and explain investment policy.

Define investment policy statement.

Examine the role of portfolio manager.

Explain the meaning of portfolio.

Discuss asset allocation and risk tolerance.

Critically discuss profits with investment policy statement and
heading with puts and calls.

Identify how one’s role should be understood in investing process
Discuss the portfolio management pay off in a tough market.

Examines the asset allocations that work.

Define free trade zones and dilate copiously its meaning.

Trace the developmental background of free trade zones.

Examine the structure of free trade zones.

Identify the categorization of free trade zones.

Discuss some of the criticisms to free trade zones.

Explain the benefits and significance of free trade zones to its

member states.
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MODULE 4

1)

2)
3)
4)

5)

6)

7)

8)

9)

10)

11)

12)

13)

14)

15)

Examine critically the international business payment means and
foreign exchange market.

Differentiate between drafts and letter of credit.

Discuss the complex nature of the foreign exchange market.
Identify the level of liquidity in the foreign exchange market.
Explain the securities traded at the foreign exchange market and
the financial and non financial market participants.

Examine the determinants of exchange rate at the foreign
exchange market.

The definition and explanation of the terms standardization and
adaptation in business.

The managerial and contingency perspectives as regard
standardization and adaptation.

The argument for or against standardization and adaptation.

The business process modeling and standardization.

The various factors affecting standardization and adaptation of
products and services.

The ideal versus actual international marketing strategies.
Distinguishing between technical and commercial adaptation
Clearly distinguish between domestic and international research.

Discuss the general features of business research.
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16)

17)

18)
19)
20)
21)

22)

23)

24)
25)
26)

27)

Examine the roles of research in business identify the skills of
scientific investigation.

Explain some of the general problems affecting business research
in developing and developed countries of the world.

Dilate copiously the sources of secondary and primary data.
Discuss the nature and scope of international operation

Examine the organization of multinational enterprise.

Discuss the conduct of international operations.

Explain the factors affecting the decisions about international
operations.

Give some of the reasons why international operation is
necessary.

Highlight the tenets when offering advice to business going global.
Trace briefly the origin of international operations

Examine the global organizational structure and design.

Explain controls/types.
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COURSE MATERIALS

1. Course Guide

2. Study Units

3. Textbooks

4.  Assignment File

5. Tutorials

STUDY UNITS

There are sixteen study units into four modules as shown below:

MODULE 1

Unit One:

Unit Two:

Unit Three:

Unit Four:

MODULE 2

Unit One:

Unit Two:

Unit Three:

Unit Four:

MODULE 3

Unite One:

Unit Two:

Unit Three:

Counter-Trade
International Services
Roles of Central and Commercial Banks

Economic Integration

International Logistic and Supply Chain Management
International Human Resources Management
International Accounting and Taxation

Strategic Planning In International Business

Culture and International Business

Transfer Pricing

Investment Policies
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Unit Four: Free Trade Zones

MODULE 4

Unite One: International Business Payments and Foreign
Exchange Market

Unit Two: Standardization versus Adaptation

Unit Three: International Business Research

Unit Four: Origin and Control of International Operations

For each study unit, which you are expected to spend at least three
hours, there are specific objectives. At the end of each unit, measure
what you have learnt against the objectives. If there is any deviation go
back to the contents of the unit. There are textbooks, which you may go
for additional information.

The exercise in each unit have to be attempted to ensure that you are
following the ideas being presented. In addition, there are tutor-marked
assignments. You are entreated to attempt them, as some of them will

form part of the continuous assessment.

ASSIGNMENT FILE

There will be four (4) assignments, which will cover the following areas:

1. Counter Trade, International Services, Roles of Central and
Commercial Banks And Economic Integration (Unit 1,2,3 and 4 of

Module One).
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2. International Logistics and Supply Chain Management,
International Human Resources Management, International
Accounting and Taxation and Strategic Planning in International
Business (Unit 1,2,3 And 4 of Module Two).

3. Culture and International Business; Transfer Pricing Investment
Policies and Free Trade Zones (Unit 1,2,3 And 4 of Module Three).

4. International Business Payments and Foreign Exchange Market,
Standardization Versus Adaptation; International Business
Research, and the Origin and Control of International Operations

(Unit 1,2,3 And 4 of Module Four).

PRESENTATION SCHEDULE
This concerns date for tutorials, submission of assignment to be sent to

you in due course.

ASSESSMENT

This will be in two forms:

1. The continuous assessment which will be based on 30%.

2. The final semester examination after you have completed the

material 70%.

TUTOR-MARKED ASSIGNMENTS
There is TMA at the end of each unit and you are to submit the four.

Each of them is 10%.
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As soon as you complete your assignment, sent it immediately to the
tutor. The best three (3) will be selected for continuous assessment

purpose.

FINAL EXAMINATION AND GRADING

The final examination of ENT428 will be of two-hour duration and have
a value of 70% of the total course grade. The examination will consist of
questions which reflect the type of self-testing, practice exercises and
tutor-marked problems you have come across. All areas of the course
will be assessed.

You are advised to revise the entire course after studying the last unit
before you sit for the examination. You will find it useful to review your
tutor-marked assignments and the comments of your tutor on them

before the final examination.

COURSE REVIEW
This table brings together the units, the number of weeks you should

take to complete them, and the assignments that follow them.

TITLE OF THE WORK WEEKS ASSESSMENT
ACTIVITY
UNIT MODULE 1 END OF UNIT
ONE Counter trade 1
International Services

16




TWO 1ST
Roles of Central and
Assignment
THREE | Commercial Banks &
Economic Integration
FOUR
UNIT MODULE 2 END OF UNIT
ONE International Logistic Supply
Chain Management.
TWO International Human Resources
Management.
OND
THREE | International Accounting and Assignment
Taxation.
FOUR Strategic Planning in
International Business.
UNIT MODULE 3 END OF UNIT
ONE Culture and International
Business.
TWO Transfer Pricing.
THREE Investment Policies Sh
Assignment
FOUR

Free Trade Zones
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UNIT MODULE 4 END OF UNIT

ONE International Business 1

Payments and Foreign

Exchange Market.

4TH

TWO Standardization versus 1 Asc

Adaptation. ssignment
THREE | International Business Research | 1
FOUR | Origin and Control of 1

International Operations.

REVISION 1

Total 17

How to get the most from this course

In distance learning the study units replace the university lecturer. This

is one of the greatest advantages of distance learning; you can read and

work through specially designed study materials at your pace, and at a

time and place that suit you best.
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Think of it as reading the lecture instead of listening to a lecturer. In
the same way that a lecturer might set you some reading to do, the

study units tell you when to read your set books or other material.

Just as a lecturer might give you an in-class exercise, your study units

provides exercises for you to do at appropriate points.

Each of the study units follow a common format. The first item is an
introduction to the subject matter of the unit and how a particular unit
is integrated with the other units and the course as a whole. Next is a
set of learning objectives. These objectives let you know what you
should be able to do by the time you have completed the unit. You
should use these objectives to guide your study. When you have
finished the units you must go back and check whether you have
achieved the objectives. These objectives let you know what you should
be able to do by the time you have completed the unit. You should use
these objectives to guide your study. When you have finished the units
you must go back and check whether you have achieved the objectives.
If you make a habit of doing this you will insignificantly improve your
changes of passing the course. The main body of the unit guides you

through the required reading from other sources.
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READING SECTION

Remember that your tutor’s job is to help you. When you need help,

don’t hesitate to call and ask your tutor to provide it.

1. Read this course guide thoroughly.

2. Organize a study schedule. Refer to the “Course overview” for
more details. Note the time you are expected to spend on each
unit and how the assignments relate to the units. Whatever
method you choose to use, you should decide on and write in

your own dates for working on each unit.

3. Once you have created your own study schedule, do every thing
you can to stick to it. The major reason that students fail is that
they get behind with their course work. If you get into difficulties

with your schedule, please let your tutor know before it is too late

for help.

4. Turn to unit 1 and read the introduction and the objectives for
the unit.

S. Assemble the study materials. Information about what you need

for a unit is given the “Overview” at the beginning of each unit.
You will always need both the study unit you are working on and

one of your set books on your desk at the same time.
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10.

Work through the unit. The content of the unit itself has been
arranged to provide a sequence for you to follow. As you work
through the unit you will be instructed to read sections from your

set books or other articles. Use the unit to guide your reading.

Review the objectives for each study unit to confirm that you have
achieved them. If you feel unsure about any of the objectives,

review the study material or consult your tutor.

When you are confident that you have achieved a units objectives,
you can start on the next unit. Proceed unit by unit through the
course and try to space your study so that you keep yourself on

schedule.

When you have submitted an assignment to your tutor for
marking, do not wait for its return before starting on the next
unit. Keep to your schedule. When the assignment is returned,
pay particular attention to your tutor’s comments. Consult your

tutor as soon as possible if you have any questions or problems.

After completing the last unit, review the course and prepare
yourself for the final examination. Check that you have achieved
the unit objectives (listed at the beginning of each unit) and the

course objective (listed in the course guide).
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TUTOR AND TUTORIALS

There are 8 hours of tutorials provided in support of this course. You
will be notified of the dates, times and location of these tutorials,
together with the name and phone number of your tutor, as soon as

you are allocated a tutorial group.

Your tutor will mark and comment on your assignment, keep a close on
your progress and on any difficulties you might encounter and provide

assistance to you during the course.

You must mail your tutor- marked assignments to your tutor well
before the due date (at least two working days are required). They will
be marked by your tutor and returned to you as soon as possible. Do
not hesitate to contact your tutor by telephone, e-mail, or discussion
board if you need help. The following might be circumstances in which

you would find help necessary.

Contact your tutor if:

1) You do not understand any part of the study units or the assigned

readings.

2) You have difficulty with the self-tests or exercises.
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3) You have a question or problem with an assignment, with your
tutor’s comments on an assignment or with the grading of an

assignment.

You should try your best to attend the tutorials. This is the only
chance to have face-to-face contact with your tutor and to ask
questions which are answered instantly. You can raise any problem
encountered in the course of your study. To gain the maximum
benefit from course tutorials, prepare a question list before attending

them. You will gain a lot from participating in discussion actively.

SUMMARY

An economic arrangement between different region marked by the
reduction or elimination of trade barriers and the coordination of
monetary and fiscal policies. The aim of economic integration is to
reduce costs for both consumers and producers, as well as to increase
trade between countries taking part in the agreement. There are varying
levels of economic integration including preferential trade agreements
(PTA), free trade areas (FTA), custom unions, common markets and

economic and monetary unions.

A number of arguments surround economic integration. They center on
trade creation and trade diversion, reduced import prices increased
competition and economies of scale, higher factor productivity and

Regionalism Versus Nationalism.
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MODULE ONE
UNIT 1: COUNTER-TRADE
UNIT 2: INTERNATIONAL SERVICES
UNIT 3: ROLES OF CENTRAL AND COMMERCIAL BANKS
UNIT 4: ECONOMIC INTEGRATION
UNIT ONE: COUNTER TRADE
CONTENTS
1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1 Definition and meaning of Counter-trade
3.2 Types of counter trade/classification of forms.
3.3 The advantages and pitfalls of counter trade.
3.4 Government position towards counter trade.
3.5 The consistency of counter trade with the international trade
framework.
3.6 Preparing firms for counter trade.
3.7 The emergence of new intermediaries.
3.8 The attitude of international organizations to counter trade.
4.0 Conclusion
5.0 Summary

6.0 Tutor -marked assignment

24



7.0 Reference/further reading.

1.0 INTRODUCTION

Counter trade means exchange goods or services which are paid for, in
whole or part, with other goods or services, rather than with money. A
monetary valuation can however be used in Counter trade for
accounting purposes. In dealing between sovereign states, the term
bilateral trade is used. OR’ any transaction involving exchange of goods

or service for something of equal value”.

Counter trade also occurs when countries lack sufficient hard

currency, or when other types of market trade are impossible.

The security council noted” although locally produced food items
have become increasingly available throughout the country, most

countries do not have the necessary purchase power to buy them.

Unfortunately, the monthly food ratios represent the largest proportion
of their household income. They are obliged to either barter or sell
items from the food basket in order to meet their other essential needs.
This is one of the factors which partly explain why the nutritional
situation has not improved in line with the enhanced food basket.
Moreso, the absence of normal economic activities has given rise to the

spread of deep-seated poverty.
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2.0 OBJECTIVES OF THE UNIT

Upon successful completion of this unit, it is expected that you do the

following:

4)  Define and explain counter trade

5) Examine the various types of counter trade and classification of
form.

6)  Highlight the advantages and drawbacks of counter trade.

7) Discuss government position towards counter trade.

8) Examining the consistency of counter trade with the international
trade framework.

9) Know how firms are prepared for counter trade.

10) Discuss the attitude of international organizations to counter
trade.

3.0 MAIN CONTENT

3.1 DEFINITION AND MEANING OF INTERNATIONAL TRADE

Counter-trade is a sale that encompasses more than an exchange of

goods, service or ideas for money. In the international market, counter

trade transactions are those transactions that have as basic

characteristics a linkage, legal or otherwise, between exports and

imports of goods or services in addition to, or in place of financial
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settlements. “Historically, counter trade was mainly conducted in the

form of barter, which is a direct exchange of goods of approximately

equal value between parties with no money involve. Such transactions
were the very essence of business at time during which no money that
is, no common medium of exchange — existed or was available. Over
time money emerged as a convenient time and their joint timing and

therefore permitted greater flexibility

Increasingly, countries and companies are deciding that counter trade
transactions based on financial exchange alone. One reason is that the
world debt crisis has made ordinary trade financing very risky. Another
reason for the increase in counter trade is that many countries are

again responding favourably to the notion of liberalism.

3.2 TYPES OF COUNTER TRADE/CLASSIFICATION OF FORMS

A. BARTER: This is exchange of goods or services directly for other
goods or services without the use of money as means of purchase or
payment. Barter is the direct exchange of goods between two parties in
a transaction. The principal exports are paid for with goods or services
supplied from the importing market. A single contract covers both flow,
in its simplest form involves no cash. In practice, supply of the
principal exports is often held up until sufficient revenues have been

earned from the sale of bartered goods. One of the largest barter deals
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to date involved occidental petroleum corporation’s agreement to ship
sulphuric acid to the former Soviet union for ammonia area and

potash under a 2 year deal which was worth 18 billion euros.

Furthermore, during negotiation stage of a barter deal, the seller must
know the market price for items offered in trade. Bartered goods can
range from hams to iron pellets, mineral water, furniture or olive-oil all
somewhat more difficult to price and market when potential customers

must be sought.

B. SWITCH TRADING: Practice in which one company sells to another

its obligation to make a purchase in a given country.

C. COUNTER PURCHASE: Sale of goods and services to one company
in other country by a company that promises to make a future

purchase of specific product from the same company in that country.

D. BUYBACK: Occurs when a firm builds a plant in a country-or
supplies technology, equipment, training, or other services to the
country and agrees to take a certain percentage of the plants output as

partial payment for the contract.

E. OFFSET: Agreement that a company will offset a hard currency
purchase of an unspecified product from that nation in the future.

Agreement by one nation to buy a product from another, subject to the

28



purchase of some or all of the components and raw materials from the
buyer of the finished product or the assembly of such, product in the

buyer nation.

3.3 THE ADVANTAGES/ROLES OF COUNTER TRADE IN THE

WORLD MARKET

Noted US economist Paul Samuelson was skeptical about the viability of
counter trade as a marketing tool, claiming that “unless a hungry tailor
happens to find an undraped farmer, who has both food and a desire
for a pair of pants, neither can make a trade.” (This is called “double
coincidence of wants”). But this is arguable a too simplistic
interpretation of how markets operate in the real world. In any real
economy, Bartering occurs all the time, even if it is not the main means

to acquire goods and services.

The volume of counter trade is growing. In 1972, it was estimated that
counter trade was used by business and governments in 15 countries,
in 1972, 27 countries; by the start of 1990s, around 100 countries.
(Vertariu 1992). A large part of counter trade has involved sales of

military equipment (weaponry, vehicles and installations).

More than 80 countries nowadays regularly use or require counter
trade exchange. Officials of the General Agreement on Tariffs and Trade

(GATT) Organization claimed that counter trade accounts for around 5%
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of the world trade. The British department of trade and industry has

suggested 15%.

3.4 GOVERNMENT POSITION TOWARDS COUNTER TRADE

Government and international organization are concerned about the
trend toward counter trade, yet in light of existing competition and the
need to find creative ways of financing trade, they exercise very little

interference with counter trade.

Defense offset agreements are legal trade practices in the aerospace and
military industries. These commercial practices do not need state
regulation but, since the purchasers are mostly military departments in
sovereign nations. Many countries have offset laws, public regulations
or, alternatively, formal internal offset policies. The international names
for these commercial practices or parties connected to weapons trade
are various; industrial compensations, industrial cooperation, offsets,
industrial and regional benefits, balance, equilibrium, to define
mechanisms are complex than counter trade, offset agreement are
protectionist and distort competition. Counter trade can also be
considered one of the many forms of defense offset. Generally, the seller
is a government that stipulates that the seller must then agree to buy

products from companies within their country. Often, the aim of this
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process is to even-up a country’s balance of trade. This is frequently an

integral part of international defence contract.

3.5 THE CONSISTENCY OF COUNTER TRADE TOWARDS

INTERNATIONAL TRADE FRAMEWORK.

Counter trade is controversial because it is a trade management
practice. However, trade management is widespread, the United Nations
estimates that fully 50% of present world trade is managed trade, with

counter trade accounting for half of that or 25% of total world trade.

The slow response of government and academia to the
institutionalization of counter trade has left most international business
students and managers to learn the hard way how to use a trade

management mechanism to their own advantage.

It is not surprising that companies have no specific policy or strategy
concerning counter trade. Some deliberately downplay counter trade
feeling, that is only a small part of their international operations and

thus is not wroth the trouble of species policy and strategy formulation.

Others are interested in counter trade perhaps even enthusiastic about
its possibilities as a marketing tool, but have not been able to develop
an effective strategy due to inexperience, confusion, intercompany

conflict, or lack of intercompany coordination.
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3.6 PREPARING FIRMS FOR COUNTER TRADE

The majority of counter trade transactions are consummated by
counter trade specialists who are outside the corporation. However,
increasingly companies consider carrying out counter trade transaction
in house. If this can be done, the need for steep discount may decrease

and the profitability of counter trade may improve.

The most favoured counter trade arrangement from the buyer’s
perspective should be identified. The company should find out why this

particular arrangement is the most favoured.

The basic policies and strategies outlined here represent and attempt
to classified and compare the counter trade practices of select world
most successful companies and might be used by other companies to
evaluate the emergence of the sufficed counter trade though the
effectiveness of the company advantage policy varies. There are also
some cases in which the company begins to follow a mutual advantage

policy.

Companies which have counter trade with “problem” countries usually
hate counter trade; depend on how difficult their experiences are, they
will either approach counter trade with extreme caution or wish it

would disappear.
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3.8 ATTITUDES OF INTERNATIONAL ORGANIZATIONS TOWARD

COUNTER TRADE

Association or corporations are increasingly using counter trade as a
competitive tool to maintain or increase market share. The complexity
of the transactions requires careful planning in order to avoid major
corporate loses. Management must consider how he acquired
merchandise will be disposed of, what the potential for market
disruption is, and to what extent counter trade goods fit in with the
corporate mission. There is a positive attitude toward counter trade
among the sample of firms surveyed. Most who took part in the survey
believe that counter trade is a permanent feature in the world trading
scene, and many also thought that it would spread even further. The

responses to questions regarding attitudes to counter trade were:

*  75% - counter trade is here to stay.

* 62% - counter trade will grow and spread into the future.

* 56% - counter trade is an innovative response

* 53% - firms should in counter trade only if necessary.

* 41% - counter trade is a powerful marketing tool.

* 41% - firms should take the initiative in counter trade deals.

* 30% - counter trade is an inefficient form of international trade.

* 19% - counter trade conflicts with GATT principles.
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* 16% - counter trade should be discouraged.
* 3% - counter trade is a temporary phenomenon
SELF ASSESSMENT EXERCISE:

What is counter trade and their various forms?

4.0 CONCLUSION

The greatest benefit to be derived from counter trade was an increase in
sales volume by 56% of respondents. Other benefits recorded by a
majority of the respondents were that counter trade allowed entry into
difficult markets (64%), it overcomes credit difficulties (54%), it foster
long-term customer good will (53%), it increases the firm’s overall

competitiveness (52%), and allows a better use of capacity (51%).

5.0 SUMMARY

The difficulties in re-selling the counter trade goods was seen as the
major reason for not counter trading (74%), other reasons were no in-
house use for the counter traded goods (66%), a lack of knowledge
about counter trade (64%), the complex negotiations involved (62%),
the time consumed in negotiations (60%), problems with pricing (59%),
and a general increase in uncertainty. Counter purchase, offset and
switch was the major forms of counter trade in which the respondents

firms engaged. Barter and compensation occurred much less frequently.
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6.0 TUTOR-MARKED ASSIGNMENT

* Discuss the roles and benefits of counter trade.

* Identify the major drawbacks to counter trade.

ANSWERS TO SELF ASSESSMENT

Counter trade means exchanging goods or services with are paid, for in
whole or part, with other goods or services, rather than with money. A
monetary valuation can however be used in counter trade for
accounting purposes.

* Counter trade encompasses;
- Barter
- Switch trading
- Counter purchase
- Buyback
- Offset
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1.0 INTRODUCTION

To be successful in international services offering, the manager must
first determine the nature and the aim of the service-offering core-that
is, whether the service will be aimed at people or at things and whether

the service act in itself will result in tangible or intangible actions.

Services may complement goods; at other times, goods may
complement services. The offering of goods that are in need of
substantial technological support and maintenance may be useless if

no proper assurance for service can be provided.

The major segments that comprise the service sector are
communications, transportation, public utilities, finance, insurance
and real estate wholesale and retail businesses, government, and
“service” (a diverse category including business services, personal
services, and professional and health services). The service sector
accounts for most of the growth in total non-farm employment. Many
service industries that do sell abroad often have at their disposal large
organizations, specialized technology, or advanced professional
expertise. Strength in this characteristic has enabled many countries of

the world to become the world’s largest exporter of services.

2.0 OBJECTIVES OF THE UNIT

At the end of this unit, you are expected to:
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. Define and explain what international services are.
. Examine the increasingly important role of international services

to world economy.

. Compare and contrast services and products.

. Identify stand-alone services.

. Discuss global transformation in the service sector.

. Examine global regulation of services (GRS).

. Take a case study on international services (typical international
services).

3.0 MAIN CONTENT

3.1 DEFINITION AND MEANING OF INTERNATIONAL SERVICES

Service are taking on an increasing importance in international trade.
They need to be considered separately from trade in merchandise
because they no longer simply complement goods. According to World
Trade Organization, service structure could be manufactured product
services- products and services producers make use of the various
factors of reducing production, such as raw material, land, skilled
labour, capital/equipment. Technology and efficient management. This

manufactured products and services can be classified into two: Viz,
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(i) Those for industrial usage and (ii) those for consumer. Another of
classification is, at the level of durability e.g. durable and non-

durable.

Industrial services: The services incorporated into this description

include:

(i) Engineering projects (ii) machinery and equipment analysis including
such possible inspection of (iii) industrial parts (iv)completely assembled
motor vehicles or its parts construction project of various scale and size

in the international market.

Those usually desirous of the ITO (International Trade Organization)
services in this are include: New line, the dependent traders factory

OwWners.

ITO under the operations of manufactured products offered several
services to include; pre-qualification surveys, quality control, design

review of equipment and parts, statutory inspection and certification.

The consumer services sector exists a wide rang of product area,
covering from household goods, electronics, textiles garments,
footwears, toys, fittings that generally gain acceptance in the

international markets.
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A good example of the ITO type of operational agencies is the Societe

General de surveillance (SGS) of Switzerland.

This company has a worldwide of network of companies and
represented in many continents and countries. International services

are major component of world trade.

3.2 THE INCREASING IMPORTANT ROLE OF GLOBAL SERVICE

INTERNATIONAL BUSINESS (WORLD ECONOMY).

This unit emphasizes the key roles that service play domestically
and internationally in terms of accounting for rising shares of domestic
output and employment as well as cross-border trade and foreign
direct investment that provide enhanced export opportunities and
lower-cost imports. Services are commonly subject to a variety of
regulatory policies, such that liberalization requires both the removal of
explicit barriers combined with regulatory reform. There is substantial
evidence indicating that services liberalization and regulatory reform
may result in increased economy growth and greater efficiency in the
use of labour and capital, increased product innovation, and increased
consumer welfare. The role of services is put in context by a review of
selected economic data on the trade and macro economic structure and

performance especially of the five Andean economics-
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Bolivia, Colombia, Ecuador, Peru, and Venezuela. The implications of
regulatory reform and services liberalization are analyzed in some
depth, after which there is a focus on methods of measurement of
international services barriers and qualification of the economic
significance of reducing or removing these barriers. The potential
economic benefits of services liberalization are illustrated computation
includes with a discussion of priorities for multilateral service

negotiations.

3.3 JUXTAPOSING SERVICES AND PRODUCTS

Services can be just as dependent on goods. For example, an airline
that prides itself on providing an efficient reservation system and
excellent linkups with rental cars and hotel reservations could not

survive if it were not for its airplanes.

3.3.1 DIFFERENCES BETWEEN SERVICES AND PRODUCTS

The precise role of services in our lives are rarely contemplated or
analyzed. Services often accompany goods, but they are also, by
themselves, an increasingly important part of the economy. One author
has contrasted services and products by stating that “a good is an
object, a device, a thing; a service is a deed, a performance, an effort”
that definition, although quite general, captures the essence of the

difference between goods and services. Service tends to be more
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intangible, personalized and custom-made than goods. In addition,
services are the fastest growing sector in world trade and as this unit
opening shows, employment in the services sector is becoming
increasingly global. These major differences add dimensions to services

that are not present in goods.

3.3.2 LINKAGE BETWEEN SERVICES AND GOODS

Services may complement goods; at other times, goods may complement
services. The offering of goods that are in need of substantial
technological support and maintenance may be useless if no proper
assurance for service can be provide. For this reason, the initial
contract of sale often includes the service dimension. This practice is
frequent in aircraft sales and sale of computer hardware which depend

on the availability of proper servicing and software.

The linkage between goods and service often brings a new dimension to
international business efforts. A foreign buyer, for example, may want
to purchase helicopters and contract for service support over a period of
ten years. Services can be just as dependent on goods. The simple
knowledge that services and goods interact, however, is not enough.
Successful managers must recognize that different customer groups will

frequently view the service-good combination differently.

3.4 SINGLETON SERVICE - STAND-ALONE SERVICE



Most services can be started in one of three ways:

First as a stand alone (resource hungry, as shall be discussed) Daemon;
second, under, inetd; or third as an inetd service which is “TCP

wrapper’-moderated.

However, some services will run using only one method. Here, we will
give an example showing all three methods. Services do not have to
come in union with goods. They can compete against goods and become
an alternative offering. Service by themselves can satisfy needs and
wants of customers. Entertainment services such as movies or music
offer leisure time enjoyment. Insurance services can protect people from

financial ruin in case of a calamity.

Services may also compete against one another. For example a store
may have the option of providing full services to customers or of
converting to the self services format. Services differ from goods most
strongly in their intangibility; they are frequently consumed rather than
possessed. Though the intangibility of services is a primary
differentiating criterion, it is not always present. For example
publishing services ultimately result in a tangible good-named, a book

or a computer disk.

Another major difference concerns the storing of services. Due to their

nature, services are difficult to inventory. If they are not used, the
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“brown around the edges “syndrome tends to result in high perish
ability. Unused capacity in the form of an empty seat on an airplane for

example, becomes nonsalable quickly.

3.5 GLOBAL TRANSFORMATION IN THE SERVICE SECTOR

After the financial market crisis, the services industries are at the
Crossroads, with substantial challenges facing key players and
regulators in their effort to restore public confidence and to create
effective, long-lasting conditions to prevent a similar crisis in the
future. A global transformation of the industry is taking place driven by
market and political forces. International standards has shown that
when the goals of industry, government and consumers are consistent,
the international standardization system offers a framework where the
needs of all interested and affected parties can be met through their

effective participation with substantial benefit for all of them.

Regulatory authorities in the financial services sector often use the term
“standard” and “international standards” to designate principles and
rules of financial regulation and supervision. Standards are written
international agreements on the use of technologies, methods or
processes, adopted by consensus between parties concerned for
consistent use in a given market. In many sectors standards are seen

as complementary to public policies and have proven to be efficient and
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cost effective tools, to support the consistent technical implementation

of regulatory driven initiatives by industry players.

Two major factors, environmental and technological change, account for
the dramatic rise in service trade. One key environmental change has
been the reduction of government regulation of service industries.
Another major environmental change has been the decreased regulation
of service industries by their services groups. For example, business
practices in fields, such as health care, law, and accounting are
becoming increasingly competitive and aggressive. Technology has also
sharply reduced the cost of communication. As such many service
providers have the opportunity to become truly global players. To them,
the traditional international market barrier of distance no longer
matters. Knowledge, the core of many service activities, can offer a

global reach without requiring a local presence.

3.6 ASSOCIATED PROBLEMS IN INTERNATIONAL SERVICE

TRADE

How does one sell a new concept such as trade negotiations on services
to the world community? This hook has documented all the reasons it
makes sense to negotiate multilateral trade agreements in services.
However, compelling the arguments for trade negotiations on services,

the international consensus to include trade in services did not emerge
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spontaneously and was forged only with considerable difficulty.
Together with the increase in the importance of service trade, new
problems have emerged in the service sector. Many of these problems
have been characterized as affecting mainly the negotiations between
nations, but they are of sufficient importance to firms engaged in

international activities to merit a brief review.

3.6.1 THE DATA COLLECTION ON SERVICE TRADE ARE OFTEN

SKETCHILY

Service transactions are often invisible statistically as well as physically.
For example, the trip abroad of a consultancy for business purposes

may be hard to tract and measure.

3.6.2 DISINCENTIVES TO THE OFFERING OF INTERNATIONAL

SERVICES BY THE WORLD SUPER POWER

Despite its commitment to free trade, the United States has erected and
maintained major barriers to international services. These disincentives
affect both inbound and outbound services. Barriers to services

destined for the world market result mainly from regulatory practices.

3.6.3 GLOBAL REGULATIONS OF SERVICES

Some of the information about foreign laws and regulations provided by

businesses are being made outdated. In other cases, the key players in
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international services misunderstood the scope and application of
foreign laws and regulations. Discriminatory measures or laws that

served as an impediment to the sale of services by foreign suppliers.

3.7 TYPICAL INTERNATIONAL SERVICES

As a result, rapidly expanding trade in both goods and services has
become an increasingly phenomenon in the world economy, the growing

role of multinational corporations as rectors for international trade:

. Agricultural marketing service offers an array of valuable services
that give buyers and sellers of agricultural products a competitive

advantage in the global market place.

. Scientific and intellectual property services works to improve the
quality, wholesomeness, and marketing of agricultural
commodities by providing scientific testing support and

intellectual property protection to the world market.

. Construction, design and engineering services also have great
international potential. Providers of these services can achieve
economies of scale not only for machinery and material but also in
areas such as personnel management and the overall

management of projects.
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Insurance services can be sold internationally by firms
knowledgeable about underrating, risk evaluation, and operations.
Firms offering legal and accounting services can aid their clients

abroad through support activities.

Communication services have substantial future international
opportunities. For example, firms experienced in the areas of
videotext, home banking, and home shopping can find
international success particularly where geographic obstacles
make the establishment or retail outlets cumbersome and

expensive.

Teaching services and consultancy services can be provided by
firms and individuals to the many countries and cooperation in

need of them.

Self Assessment Exercise

Itemize the typically international services you know.

4.0 CONCLUSION

In this unit, you have learnt what international services are, reasons

why many business go international, the distinctions between services

and products. This unit has also taken you round the showcase the
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linkage between services and goods. You are also exposed to the

associated problems in international services trade.

5.0 SUMMARY

Service attributes such as their intangibility, their perishability, their
custom design and their cultural sensitivity frequently make
international trade in services more complex than trade in goods.
Services play an increasing role in the global economy. International
growth and competition in this sector have begun to outstrip that of
merchandise trade and are likely to intensity in the future. The service
firms now operating only domestically need to investigate the possibility

of going global.

6.0 TUTOR -MARKED ASSIGNMENT

. Juxtapose between services and product.

. What is stand—alone service?

ANSWER TO SELF ASSESSMENT EXERCISE

Numerous services are showcased in the world market in areas such
as:-
. Construction, design and engineering.

o Insurance
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Tourism
Communication
Teaching

Consulting etc.
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1.0 INTRODUCTION

Following the breakdown international gold standard in the thirties.
Countries embarked on policies aimed at increasing their exports and
reducing their imports, such as currency depreciation. With the quest
to improve and promote locally made product and services to the
international standard, the banking industry plays major role. Small
and medium scale enterprises obtain soft loans and long term loan for
business establishment and expansion. Entrepreneurs sprang up from
nooks and cranials of the county and outside the country with
satisfactory business ideas. Credit facilities are extended to them under
the aegis of micro credit scheme initiative of the central bank to the

commercial banks.

Since the employment opportunities in the developing nation like
Nigeria are faced with major bottlenecks and limiting factors, the
banking institution, puts a smile on the faces of local craft industries
and small and medium scale business and agricultural operation which

curb 80% of the country’s employees.

The central bank is seen as the apex bank to the commercial banks.
This unit shall critically examine the role of central bank and the

commercial banks.
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2.0 OBJECTIVES OF THE UNIT

After studying this unit, you should be able to do the following:

Define central and commercial banks.

Trace in brief the historical background of the central bank in
Nigeria.

Examine the major objectives of the central bank.

Discuss the statutory and development roles of the central bank.
Look at critically the structure of commercial banking.

Examine the reasons for government participation in commercial
banking.

Discus the roles of commercial bank to economic development.
Explain commercial banks credit creation.

Identify the limitations of commercial bank credit creation.

Discuss the power control of central bank over commercial bank.
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3.0 MAIN CONTENT

3.1 DEFINITION AND MEANING OF CENTRAL BANK

The central bank is defined as the government bank of any country. It
is the apex regulatory authority of the financial system. It supervises
all government monetary policies and also ensures its implementation.
It places the needs of the country over and above its own financial
interest, and acts on behalf of the government to exercise ultimate
control over other banks and financial institutions of that country.
Such banks are central bank of Nigeria, (CBN), South African central
bank (SACB), central bank of Ghana (CBG), Swiss central bank (SCB)

etc.

3.2 THE HISTORICAL BACKGROUND OF CENTRAL BANK
(ABRIDGED)

The West African currency board (WACB) was established in 1912 by
the British colonial government to serve the central bank for the
Anglophone West African countries. Amongst its functions was to issue
the West African pounds to serve as legal tender in Gambia, Sierra
Leone, Ghana and Nigeria. The reserves of the countries are managed
by the WACB who invest these reserves instruments at the money
market in London. The balance of payment equilibrium was among the

focal point of the bank during this period and it was able to maintain it
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in all the West African economies. Despite this achievement, the bank
suffered a number of weaknesses. These weaknesses led to the three
major commissions that were set-up by the British colonial government
in the 1950s to look into the possibility of establishing a central bank
in Nigeria.

The commissions were:

. J.L. Fishers Commission (1952)

. J.B. Loynes Commission (1957) and

. [.B.R.D. Commission (1953)

J. B. Loynes recommendations led to the promulgation of the Central
Bank of Nigeria (CBN) Act of 1958, which set up the Central Bank of
Nigeria. The legal backing for the CBN rests mainly in Central Bank of
Nigeria Decree No. 24 of 29th June, 1991 which supersedes the CBN
Act of 1958 and subsequent amendments and the Central Bank of
Nigeria (currency conversion) Act of 1967 and its amendments. This
decree expanded the powers of the CBN to execute its primary
functions. With the introduction of the Banks and other Financial
Institution (BOFI) Decree of 1991 and the failed Banks (Recovery of
Debt) and Financial malpractices in Banks Decree No. 18, the Bank
was further strengthened in areas of banking supervision and
examination, monetary, management and enforcement of prudential

standard in banking. It also confers enormous powers on the bank to
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prosecute those who contributed to the failure of banks and to recover

the debt owned to the failed banks.

3.2.2 THE OBJECTIVES OF CENTRAL BANK

* The Central Bank of any country issues official currency of that

country.

Also to maintain the external value of the official currency.

To promote monetary stability and sound financial system.

* To act as Banker and financial adviser to the federal or central
government of such a country.

* To act as banker to other banks.

3.3 THE ROLES OF THE CENTRAL BANK

The Central Bank of any country performs either a statutory role or

developmental role. These roles shall be discussed as follows:

. Debt management: The Central Bank manages the country’s
domestic and external debt of the Central government in

conjunction with the Federal Ministry of Finance.

. Currency issue and distribution: The Banks is by law the sole
authority to issues notes coins in the country, hence has to

ensure its distribution.
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Central Bank acts as government banker and financial advisor.
For instance, it keeps the central state and local government
account, manages government borrowing through treasury bills

and stocks.

It is the banker’s bank: All commercial banks must maintain

current account with the Central Bank.
Act as lenders of last resort.

Manages the country’s foreign exchange and reserves and

Manages the monetary system of the country.

3.3.2 DEVELOPMENT ROLES OF CENTRAL BANK

The Central Bank also performs some developmental and promotional

activities. They include:

*

Promoting growth of financial market which includes money and
capital markets. Money market is created to mobilize short-
term funds while capital market trades long-term securities. The
bank initiated the introduction of money market instrument such
as treasury bills, treasury certificate and developmental stocks

and bonds in the capital market.

The bank promotes and support specialized institutions. Such as
Nigerian Industrial Development Bank (NIDB), Agricultural

cooperative Bank etc.
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* Central Bank also promotes growth in terms of rural banking,

agriculture and manufacturing and small scale enterprises.

* Central Bank established special schemes and funds unit loan
scheme such as NERFUND - National Economic Reconstruction
Fund, Agricultural Credit Guarantee Scheme (ACGS), Re-
financing and Rediscounting Facility (RRF) and the Foreign Input

Facility (FIF).

3.4 COMMERCIAL BANKING

Commercial banks are financial institutions where money and other
valuables are kept for safe custody. They are monetary institutions
owned by private business or government of any country for the
purpose of making profit for their shareholders. They offer retail
banking services hence they borrow money from depositors and re-lend
it at higher rates of interest to other persons. The commercial banks
lend money to private persons, companies or firms, public corporations,

the money market and the government.

3.4.1 THE STRUCTURE OF COMMERCIAL BANKS IN NIGERIA.

Commercial banks structure in the developed countries of the world

and that of developing nations can be described as the branch banking
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and urban concentration of banks. The ownership structures have also

varied over time.

. 100% privately owned indigenous banks.

. Government owned banks.

. Government and individual banks.

. Mixed banks with majority indigenous shareholders.
. Mixed banks with majority foreign shareholders.

3.4.2 REASONS WHY GOVERNMENT PARTICIPATE IN
COMMERCIAL BANK.

. Most foreign banks give out loans to sectors that pay back faster
than other sectors.

. The collapse of bans caused loss of confidence in depositors to
save in banks.

. These indigenous banks need government assistance in providing
and creating credit facilities to their Nigerian and foreign business

operating in the country.

3.5 THE ROLES OF COMMERCIAL BANKS

Commercial Banks generally provide various services to their corporate

and personal customers. Such services include:
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Operations of Account by their Customers. These accounts are
savings account (Allows the customer to withdraw in presentation
of a passbook), current account (customer can withdraw with a
cheque booklet on demand). It is also called demand deposit and
fixed deposits known as line deposit.

Granting of loans and advances to their customers and non-
customers alike in possession of collateral. The loan attracts
varying length of interest.

Commercial Banks render corporate financial services.

Provision of foreign exchange services

The act as agents of payment

They act as referees.

Providing night saving facilities to their customers.

Buying and selling of shares and stocks on behalf of their

customers.

Advising their customers on specialized insurance scheme and

other roles.

3.6 COMMERCIAL BANKS CREDIT CREATION

The creation of credit or deposits is one of the most important functions

of Commercial Banks. As a profit oriented Limited Liability Company,

commercial banks have as their primary objective the maximization of
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profit, hence they accept cash on demand deposits and advance loans
on credit to customers. When a bank advances a loan, the customer is
not given the amount in cash. The bank opens a current account in the
customers name and allows him to operate account with the use of
cheques. This way, the bank creates deposit by keeping small cash in
reserve as stipulated by the central bank and lending the remaining
amount to their customers. The credit creation ability of commercial

banks is based on the deposit multiplier process.

. Assumptions
For credits creation to be possible, the following assumptions must be
fulfilled.

- There must be a cash deposits.

- There is a cash reserve ratio given by the central bank

- There must be no leakages.

- There must be no buffer stock.

- Cheques are used for all transactions.

- There must be an efficient clearing system.

. The Process Of Credit Creation
Credit creation process of commercial banks operates in a multi-bank
system where there is more than one bank in the system. There is a

certain percentage of the bank deposit which the central bank
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mandates all banks to keep. The percentage varies in line with the
monetary policy the central bank wants to follow. This percentage,
known as the cash reserve ratio, is required to safeguard the
customer’s deposits and also to prevent bank failures. The remaining
deposits after the deductions of the reserve ration available to the

commercial banks to loan out in order to be able to create credit.

Illustration: Assuming Daniel Boston deposited a sum of N20,000.00
with LAND MARK BANK PLC and the reserve requirement ration is
10%. You are to educate the total amount of bank deposits that can be

created by the bank.
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LANDMARK BANK PLC

Cash reserve 2,000 Deposit 20,000
Loan 18,000
20,000 20,000

3.6.1 LIMITATIONS TO CREDIT CREATION
Though banks could create credits, they are however, faced with certain

limitations. Such limitations include:

. Amount of cash deposits available
. Legal reserve ratio
. Leakages

. Banking habit of the people
. Behaviour of other banks

. Cheque clearance

3.7 CONTROL OF COMMERCIAL BANKS BY THE CENTRAL BANK
(THE APPLICATION OF MONETARY POLICY)

The central bank, with the use of monetary instruments controls the

commercial banks in the following ways:

. Open market operations (Omo): This is the buying and selling of

government securities and treasury bills by the central banks from
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and to commercial banks and general public. It is the banks most
effective tools of controlling and regulating money supply.

. Bank rate also known as discount rate. It is the rate at which the
central bank lends money to the commercial banks and other
financial institutions.

. Directives, where the bank gives instruction to the commercial
banks based on government policies.

. Special deposits.

. Moral suasion

4.0 CONCLUSION

Commercial banks play a big role in the economic development of a
country.

Encouraging savings, capital provision, encourages chequing system,

encourages investment, assist international trader.

5.0 SUMMARY

Other economic development activities of commercial banks include —
lives financial and management advice to their customers. Issues
travelers cheques to ease the burden of businessmen carrying large
sum of money.

They also help discount bills of exchange before maturity dates.

6.0 TUTOR- MARKED ASSIGNMENT
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Distinguish between central bank and commercial bank in the
following perspectives:
Definition

Roles
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1.0 INTRODUCTION

Economic integration refers to trade unification between different
states by the partial or full abolishing of customs tariffs on trade taking
place within the borders of each state. This is meant in turn to lead to
lower prices for distributors and consumers (as no customs duties are

paid within the integrated area) and the goal is to increase trade.

The trade stimulation effects intended by means of economic integration
are part of the contemporary economic theory of the second best; where
in theory, the best option is free trade, with free competition and not
trade barriers whatsoever. Free trade is treated as an idealistic option,
and although realized within certain developed states, economic
integration has been thought of as the “second best” option for global

trade where barriers to full free trade exist.

ETYMOLOGY:

In economics, the word integration was first employed in industrial
organization to freer to combinations of business firms through
economic agreement cartels, concerns, trusts and mergers — horizontal
integration referring to combinations of competitors. Vertical integration
to combination of suppliers with customers. In the current sense of
combining separated economics into large economic regions, the

use of the word integration can be traced to the 1930s and 1940s. Fritz

72



Machlup, credits Eli Heckscher, Her Bert Gaeduike and Gertvon Enyern
as the first users of the term economic integration in its current sense.
According to Machlup, such usage first appears in the 1935 English
translation of Hecksher’s 1931 book (Mercantilism in English), and
independently in Gaedicke’s and Von Eyern’s 1933 two-volume study

die productions wirtschaftliche integration Europas.

2.0 OBJECTIVES OF THE UNIT

After studying this unit, you should be able to:

. Explain what is meant by economic integration.

. Examine the cost and benefit of integration arrangements.

. Discuss economic community as a form of economic integration.

. Dilate copiously the emergence of Economic Community of West

African State (ECOWAS).

. Examine the sub-regional interest and global environment.

. Discuss the prevailing economic integration problems.

. Look at other levels/forms of economic integration.

. In briefly, explains the structure of the European Union and its

implications for firms within and outside Europe.
. Discuss the emergence of other integration agreement, especially

in the American and Asia in brief.
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3.0 MAIN CONTENTS

3.1 DEFINITION AND MEANING OF ECONOMIC INTEGRATION
Regional groupings based on economic became increasingly important
in the 1990s. Thirty-two such grouping are estimated to be in
existence; three in Europe, four in the Middle East, five in Asia and ten
each in Africa and the Americas. Trade within the three major blocs,
the American, European, and Asian, has grown rapidly, while trading
among these blocs or with outsiders is either declining or growing far

more moderately.

Some of these groupings around the world have the superstructure of
nation states (such as the African Union, European Union etc), some
(such as the Asian free trade zone area) are multinational agreements
that may be more political arrangements than cohesive trading blocs at

present.

Therefore, the coming together of neighbouring countries to pursue
common economic objective is regarded as economic integration. It is
also defined as a trade wunification between different states the
partial or full abolishing of customs tariffs on trade taking place within

the boarders of each state.

An increase of welfare has been recognized as a main objective of

economic integration. The increase of trade between member states of
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Economic Unions is meant to lead to the increase of the GDP of its
members, and hence, to better welfare. This is one of the reasons for
the global scale development of economic integration, a phenomenon
now realized in continental blocks such as ASEAN, NAFTA, SACN, the
European union, and the African union and Eurasian economic
community, and proposed for intercontinental economic blocks, such
as the comprehensive economic partnership for East Asia and the

Transatlantic free trade Asia.

The other objective for the state purchasing economic integration is to
become or stay regionally and globally competitive, as the goods of the

states outside economic blocks become more expensive.

3.2 THE COST AND BENEFIT OF INTEGRATIVE ARRANGEMENT

The benefits of free trade and stable exchange rates are available only
if nation-states are willing to give up some measure of independence
and autonomy. This has resulted in increased economic integration
around the world with agreement among countries to establish links
through movement of goods, servers, capital, and labour across
borders. Some predict, however, that the regional trading blocs of the
new economic world order will divide into a handful of protectionist
super-state that, although liberalizing trade among members, may

raise barriers to external trade.

75



Economic integration is best viewed as a spectrum. At one extreme we
might envision a truly global economy in which all countries j share a
common currency and agreed to a free flow of goods, services, and
factors of production. At the other extreme would be a number of
closed economies, each independent and self sufficient. The various
integrative agreements in effect to day lie along the middle of this
spectrum. The most striking examples of successful integration is the
historic economic unification that is taking place around the world
today. Countries, however, give priority to maintaining economic self-
sufficiency and independence. Their ranks have thinned considerably
in the 1990s with countries such as Vietnam, becoming heavily
involved in international and investment. Even North Korea is now

considered as a great future market by companies such as Coca-cola .

3.3 THE ECONOMIC COMMUNITY AS A FORM OF ECONOMIC
INTEGRATION

This is the ultimate level of economic integration. This arrangement

combines all the principles of free trade area, customs union and

common market and other socio-cultural cooperation. Indeed, it is the

highest level of economic integration with a comprehensive set of

objectives meant to uplift member states in all spheres of living.
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It is therefore important to note that it is this level of integration that
the Economic Community of West African States (ECOWASO hopes to

achieve.

However, before giving into the nitty gritty of ECOWAS, in traditional
economic analysis of integration, there occurs two types of effects,
known as the static and dynamic effects. The static effects include
trade creation which is a situation whereby production of goods shift
from a high cost production to a low cost production within the member
states, has enable the low cost producers to fill the demand of all
member states and trade diversion occurs when a member state stops
buying from a low cost non-member producer to buy from a high-cost

member producer.

The dynamic effects of economic integration relate to those expected to
occur structurally in the economy on the long run, and amongst these
are economies of scale which occurs as a result of a wider market
resulting in dynamic efficiency and higher productivity thereby
offsetting any initial trade diversion effect and the other effect is
coordinated industrial planning, which ensures efficient utilization of

the resources within the integrating countries in the long run.

In a country, there are many who would argue that given the static

effect of integration, any attempt at integrating among West African
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states is bound to lead to loss of economic welfare, however, this
argument can be debunked on the premise that static effect can turn

into a dynamic trade creation effect on the long run.

3.3.1 THE EMERGENCE OF ECONOMIC COMMUNITY OF WEST
AFRICAN STATE (ECOWAS).

The body was unified in May 1975 by the treaty of Lagos signed by
15 states with the objective of promoting trade cooperation and self
reliance in West Africa. Outstanding protocols bringing certain key
features of the treaty into effect were ratified in November 1976. Cape

Verde became the 16th members in 1977.

According to the articles of the treaty, the community aims at
promoting cooperation and development in the fields of industry,
transport, telecommunications, energy, agriculture, natural resources,
commerce, monetary and financial relations and socio-cultural
matters. The specific steps to be taken to accomplish these broad
objectives include the following:
a. Elimination of customs and other duties on both import and
exports of member states.
b. Harmonization of agricultural policies and promotion of common
projects among member states, especially in the field of

marketing research and agro-industrial enterprises.
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c. Execution of join development project in the areas of transport
communication, energy and other infrastructural facilities.

d. Establishment of funds for cooperation, compensation and
development.

e. Abolition of quantitative and administration restriction on trade

among member states.

The body is made up of the following organs. The authority, which is
made up by heads of state and government and whose chairman is
drawn from members on rotational basis. It also meets once in a year.
There is also the council of members which consist of two
representatives from each country with a chairman drawn up from
amongst its members; they also on rotational basis meet twice in a year
and is saddled with the responsibility of running the body. The treaty
also provides for a tribunal whose composition and the authority of
head of states and government determines competences. It interprets
the provisions of the treaty and settles dispute referred to it by member
states. Beside these, there is the secretariat, which sees to the day to
day running of the body headed by an elected executive secretary for a

four-year term, which may be revered only once.

There are also four specialized commission namely:
(1) Social and cultural affair.

(2) Industry, agricultural and natural resources.
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(3) Trade customs, immigration, monetary and payment

(4)  Transport, telecommunication and energy.

To realized some of the aims of Lagos treaty, elimination of tariffs and
other obstacles to trade among members states and the establishment
of a common external tariffs are planned over a period of 15 years, and
at the 1978 conference, it was decided by the authority that with effect
from 28 May 1979 no member state might increase its custom tariffs on
food from other members which was regarded as the first step towards

abolition of customs tariff within the community.

In 1983, the conference of heads of state and government decided to
initiate studies on the formation of a single ECOWAS monetary zone,

which led to the adoption of as the sub region currency in 1999.
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3.3.2 SUB-REGIONAL AND GLOBAL GOVERNMENT

Before the existence of ECOWAS, there existed some sub-regional
bodies that catered for certain socio-economic interest, some of which
are the union Douaniere et Economique de L’Afrique Central (UDEAC),
for example, the Chad Basin Commission. Their existence allows for
less attention to be paid to ECOWAS, and allows for continued
diversion of resources that could have been channeled into ECOWAS for
a more virile body. The global environment is also not conducive. For
example, the relationship between the developed and less developed
countries with regards to transfer of huge resources on a large scale to
enhance development of ECOWAS in particular and the less developed

countries in general.

Besides these defined problems, there are also the lack of
infrastructural facilities in place to enhance smooth cooperation
amongst member states, such as electricity, good communication

network, goodnet work of roads, etc.

Countries of the subregional have various degrees of development
inequalities, and resources base differentials implies that income gap
with the region would grow widely with time but provision of the
funds for cooperation, compensation and development by ECOWAS

will ensure that the distributional problems are eliminated.
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3.4 THE PREVAILING ECONOMIC INTEGRATION PROBLEMS OR
OBSTACLES

Obstacles standing as barriers for the development of economic
integration include the desire for preservation of the control of tax
revenues and licensing by local powers, sometimes requiring decades to
pass under the control of supranational bodies. The experience of 1990
— 2009 has shown radical change in this pattern, as the world has
observed the economic success of the European union. So now no state
disputes the benefits of economic integration. The only question is when
and how it happens, what exact benefits it may bring to a state, and

what kind of negative effects may take place.

Economists argue that the negative consequences of economic
integration include the suppression of local industries causing
unemployment. Others say that there is no other way to exist in the
current global economic environment for a state if it wishes to prosper.
The conclusion is to prepare a state for economic integration before it
will actually take place. There are different models of how to do it. The
“South East Asian model” of economic integration is export oriented,
while the “Latin American” one has fully open doors to imports
consequently forcing local manufacturers to increase their standards of

production.
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However, from the fore-going, it is pertinent, to note that despite the
laudable objectives of the economic integration, it has been faced with
several problems ranging from economic, political, cultural, monetary
and financials well as subregional interest and global environment as

explained above.

3.5 OTHER LEVELS OR FORMS OF ECONOMIC INTEGRATION
a. The Free Trade Area.

The free trade zone or area is the least restrictive and loosest form of
economic integration among countries. In a free trade area, all
barriers to trade among member countries are removed. Therefore,
goods and services are freely trade among member countries in much
the same way that they flow freely between, for example, South
Caroling and New York, Ghana and Nigeria etc. In most cases, rules of
origin are specified within this area, to control trade of products
manufactured in the area in order to prevent trade deflection
redirection of trade from a low tariff area to high tariff area in order to

benefit from tariff differentials.
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b. Custom union

This is the next stage of integration, whereby countries agree to
impose a common tariff on goods coming from non —-members as
well as maintain a free trade amongst them. In order words, it has
all the features of a free trade area and also the imposition of

common tariff on foods from non-members.

c. Common market

The third level of integration involves a situation whereby besides
the maintenance of common external tariff, and free external trade
(Customs union) amongst its members, it allows for the free
movement of factors of production like labour and capital among

members.

d. The fourth level of economic integration is the economic

community as was discussed in a broader sense above.

3.6 THE STRUCTURE OF THE EUROPEAN UNION AND ITS

IMPLICATIONS FOR FIRMS WITHIN AND OUTSIDE EUROPE.

The European union has several governing bodies. One of which is the

EU parliament. The parliament has 626 members elected by popular

vote in their home nation. The parliament has power to veto

membership applications and trade agreements with non-EU Countries.

The executive body of the EU is the European Commission,
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headquarters in Brussels. The commission may be likened to the
executive branch of the US. Government. It is composed of 20
commissioners (two from each larger member country and one from
each smaller member). The commissioners oversee 23 directorates (or
departments) such as agriculture, transportation, and external
relations. The council of ministers has the final power to decide EU
actions. There are a total of 87 votes in the council. The presidency
rotates among the members in every six months. The court of justice is
composed of 15 judges based in Luxembourg. The European
parliament is composed of 626 members elected by popular vote in

member countries.

THE IMPLICATIONS OF INTEGRATED EUROPEAN MARKETS.

Perhaps the most important implication of the four freedoms for
Europe is the economic growth that is expected to result. Several
specific sources of increased growth have been identified. First there
will be gains from eliminating the transaction costs associated with
border patrols, customs procedures, and so forth. Second, economic
growth will be spurred by the economies of scale that will be achieved
when production facilities become more concentrated. Third there will
be gains from more intense competition among EU companies.
Fourthly, the proposals have important implications for firms within

and outside Europe. There will be substantial benefits for those firms
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already operating in Europe because their operations in one country
can now be freely expanded into others and their products may be

freely sold across borders.

3.7 THE EMERGING OF OTHER INTEGRATION AGREEMENT
ESPECIALLY IN AMERICANS AND ASIA.

ASIA

The unprecedented economic growth in Asia during the last couple of

decades has shifted the world economy’s centre of gravity from the

West to the East. As the Asian economies have grown larger and

become more complex they have also become more integrated with

each other and with rest of the world.

Nevertheless, despite sound macro-economic fundamentals and being
far from the epicenter of the recent financial economic crisis on the
region has been swifter and deeper than for other regions the
expansion in intra-regional economic integration has not seen an
increase in regional economic co-operation, particularly at broader or

pan Asian level, which has been lagging behind.

The united states and Canada signed a free trade agreement that went
into effect January 1st; 1989. The agreement created a 15 trillion
continental economy. The two countries had already had sectoral free

trade arrangements; for example, one for automotive products has
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existed for 23 years. Even before the agreement, however, the united
states and Canada were already the world’s largest trading partners,
and there were relatively few trade barriers. Although there have been
some dislocations, due to production consolidation, for example this
bilateral agreement opened opportunity to create 750,000 jobs in the

united states and 150 in Canada amidst a whole lot of other benefits..

Negotiations on a North American Trade agreement (NAFTA) began in
1991 to create the world’s larges free market, with 390 million
consumers and a total output of 8.6 trillion. The major constraints to
this development had been fear of job loss to Mexico and other
neighbouring countries, labour and legislative pollution. Trade between
Canada, Mexico, United States and the Latin America has improved the
area of import substitution which foster fast economic growth. There
were further development of other Alliances such as the Caribbean

Basin initiative and the Enterprises for the American initiative (EAI).

ASSESSMENT EXERCISE
. What do you understand by the term economic integration?

. Highlight the various levels of economic integration you know.

4.0 CONCLUSION
This wunit has been broadly dealt with to expose you to economic

integration, the cost and benefits of integrative arrangements, the
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emergence of the ECOWAS and subregional interest. You have also
learnt about the prevailing barriers and problems to economic
integration. The unit has also showcase the structure of the European

union and its implications for firm within and outside Europe.

5.0 SUMMARY

An economic arrangement between different region marked by the
reduction or elimination of trade barriers and the coordination of
monetary and fiscal policies. The aim of economic integration is to
reduce costs for both consumers and producers, as well as to increase
trade between countries taking part in the agreement. There are varying
levels of economic integration including preferential trade agreements
(PTA), free trade areas (FTA), custom unions, common markets and
economic and monetary unions.

A number of arguments surround economic integration. They center on
trade creation and trade diversion, reduced import prices increased
competition and economies of scale, higher factor productivity and

Regionalism Versus Nationalism.

6.0 TUTOR-MARKED ASSIGNMENT

* List and explain the various levels of economic integration you

know.

ANSWERS TO SELF ASSESSMENT EXERCISE
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Economic integration refers to trade unification between different
states by the partial or full abolishing of customs tariffs on trade
taking place within the borders of each state. It is the coming
together of neighbouring countries to purchase common economic
objectives.

There are several associations, which make collective economic
action effective. These associations form the various levels of
economic integration. They are:

- Free trade zone.
- Custom union
- Common market and

- Economic community.
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MODULE TWO

UNIT 1: INTERNATIONAL LOGISTIC AND SUPPLY CHAIN

MANAGEMENT

UNIT 2: INTERNATIONAL HUMAN RESOURCES MANAGEMENT

UNIT 3: INTERNATIONAL ACCOUNTING AND TAXATION

UNIT 4: STRATEGIC PLANNING IN INTERNATIONAL BUSINESS

UNIT 1: INTERNATIONAL LOGISTICS AND SUPPLY CHAIN
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Supply Chain Management.
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3.3 Major Activities and Functions of Supply Chain
Management.
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3.4 The Importance of Supply Chain Management.
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1.0 INTRODUCTION

Supply chain management and international logistics is aimed at
managing complex and dynamic supply and demand networks
(Wieland /Wallenburg, 2011). Supply chain management (SCM) is the
management of a network of interconnected business involved in the
ultimate provision of product and service packages required by end
customer. International logistics and supply chain management spans
all movement and storage of raw materials, work in-progress, inventory,

and finished goods from point of origin to point of consumption.

APICS Dictionary defines supply chain management as the “design,
planning, execution, control, and monitoring of supply chain activities
with the objective of creating net value, building a competitive
infrastructure, leveraging worldwide logistics, synchronizing supply

with demand and measuring performance globally.

2 .0 OBJECTIVE OF THE UNIT

After studying j this unit, you should be able to do the following:

. Define international logistics and supply chain management.
. Examine the major problems address by supply chain
management.
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Identify the major activities and functions of supply chain
management.

Trace the historical development in supply chain management.
Discuss supply chain business process integration.

Highlight the various theories of supply chain management.
Itemize the various components of supply chain management.

Examine global supply chain management

3.0 MAIN CONTENT

3.1

DEFINITIONS AND MEANING OF INTERNATIONAL LOGISTICS

AND SUPPLY CHAIN MANAGEMENT

International logistics is design and management of system that

controls the flow of materials into, through, and out of the international

corporation. It encompasses the total movement concept by covering

the entire range of operations concerned with goods movement,

including therefore both exports and imports simultaneously.

More common accepted definitions of supply chain management are:

Supply chain management is the systematic, strategic
coordination of the traditional business functions and the
tactics across these business functions within a particular
company and across business within the supply chain for the

purpose of improving the long-term performance of the
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individual companies and the supply chain as a whole

(Mentzer et al, 2011).

A customer focused definition is given by Hines (2004. p76)
“Supply chain strategies require a total systems view of the
linkages in the chain that work together efficiently to create
customer satisfaction at the end point of delivery to the
consumer. As a consequence cost must be lowered throughout
the chain by driving out unnecessary costs and focusing
attention on adding value. Through out efficiency must be
increased, bottlenecks removed and performance
measurement must focus on total systems efficiency and
equitable reward distribution to those in the supply chain
adding value. The supply chain system must be responsive to

customer requirements.

3.2 PROBLEMS ADDRESSED BY SUPPLY CHAIN MANAGEMENT

Supply chain management must address the following problems:

a.

Distribution network configuration: Number, location and
network missions of suppliers, production facilities

distribution centres, warehouses, cross-docks and customers.
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Distribution strategy: Questions of operating control
(centralized, decentralized or shared); delivery scheme and

direct shipment, pool point shipping etc.

Trade offs in logistical activities: The above activities must
be well coordinated in order to achieve the lowest total
logistics cost. Trade offs may increase the total cost of only
one of the activities is optimized. For example, full truckload
(FTL) rates are more economical on a cost per pallet basis than

less truckload (LTL) shipments.

Information: Integration of process through the supply chain
to share valuable information, including demand signals,
forecasts, inventory, transportation, potential collaboration

etc.

Inventory management: Quality and location of inventory,
including raw materials, work-in-progress. (WIP) and finished

goods.

Cash flow: Arranging the payment terms and method logics

for exchanging funds across entities within the supply chain.
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3.3 MAJOR ACTIVITIES/ FUNCTIONS OF SUPPLY CHAIN

MANAGEMENT

Supply chain management is a cross function approach including
managing the movement of raw materials into an organization, certain
aspects of the internal processing of materials into finished goods, and
the movement of finished goods out of the organization and toward the

end-consumer.

As organizations strive to focus on core competencies and becoming
more flexible, they reduce their ownership of raw materials sources and
distribution channels. These functions are increasingly being
outsourced to other entities that can perform the activities better or

more cost effectively.

The effect is to increase the number of organizations involved in
satisfying customer demand while reducing management control of
daily logistics operations. Less control and more supply chain partners
led to the creation of supply chain management concepts. The purpose
of supply chain management is to improve trust and collaboration
among supply chain partners, thus, improving inventory visibility and

the velocity of inventory movement.

Several models have been proposed for understanding the activities

required to manage material movements across organizational and
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functional boundaries. SCOR is a supply chain management model
promoted by the supply chain council. Another model is the SCM
model proposed by the Global Supply Chain Forum (GSCF). Supply
chain activities can be grouped into strategic tactical, and operational

levels.

3.3.1 STRATEGIC LEVEL.

. Strategic network optimization, including the number, location,

and size of warehousing, distribution centres, and facilities.

» Strategic partners with suppliers, distributors, and customers,
creating communication channels for critical information and
operational improvements such as crossdocking, direct shipping,
and third-party logistics.

* Product life cycle management, so that new and existing products
can be optimally integrated into the supply chain and capacity
management activities.

* Information technology chain operations.

*  Where —to-make and buy decisions.

* Aligning overall organizational strategy with supply strategy.

e Itis for long term and needs resource commitment.

3.3.2 TACTICAL LEVEL

* Sourcing contracts and other purchasing decisions.
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* Production decisions, including contracting scheduling, and
planning process definition.

* Inventory decisions, including quantity, location and quality of
inventory.

* Transportation strategy, including frequency routes and
contracting.

* Benchmarking of all operations against competitors and
implementation of best practices throughout the enterprise.

* Milestone payments.

* Focus on customer demand and habits.

3.3.3 OPERATIONAL LEVEL

* Daily production and distribution planning, including all nodes in

supply chain.

* Production scheduling for each manufacturing facility in the supply
chain (minute by minute).

* Demand planning and forecasting, coordinating the demand
forecast of all customers and sharing the forecast with all suppliers.

* Sourcing planning, including current inventory and forecast
demand, in collaboration with all suppliers.

* Inbound operations, including transportation from supplier and

receiving inventory.
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* Production operations, including the consumption of materials and
flow of finished goods.

* Outbound operations, including all fulfillment activities,
warehousing and transportation to customers.

* Order promising, accounting for all constraints in the supply chain,
including all suppliers, manufacturing facilities, distribution centres

and other customers.

* From production level to supply level accounting all transit damage
cases etc and managing non-moving, short-dated inventory and

avoiding more products to go short dated.

3.4 THE IMPORTANCE OF SUPPLY CHAIN MANAGEMENT

Organizations increasingly find that they must rely on effective supply
chains, or networks, to compete in the global market and network
economy. In Peter Drucker’s (1998) new management paradigms, this
concept of business relationships extends beyond traditional enterprise
boundaries and seeks to organic entire business processes throughout

a value chain of multiple companies.

During the past decades, globalization, outsourcing and information
technology have enabled many organizations, such as Dell and
Hawlett Packard, to successfully operate solid collaborative supply

networks in which each specialized business partner focuses on only a
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few key strategic activities (Scott, 1993). This inter-organizational

supply network can be acknowledge as a new form of organization.

However, with the complicated interactions among the players, the
network structure fits neither “market” nor “hierarchy” categories

(Powell, 1990).

Traditionally, companies in a supply network concentrate on the inputs
and outputs of the processes, with little concern for the internal
management working of over individual players. Therefore, the choice of
internal management control structure is known to impact local firm

performance (Mintzberg, 1979).

In the 21st century, changes in the business environment have
contributed to the development of supply chain networks.
Technological changes, particularly the dramatic fall in information
communication costs, which are significant component of transaction
costs, have led to changes in coordination among the members of the

supply chain network (Coase, 1998).

3.5 HISTORICAL DEVELOPMENTS IN SUPPLY CHAIN

MANAGEMENT

Six major movements can be observed in the evolution of supply chain
management studies; creating integration and globalization,

specialization phases one and two, and SCM 2.0
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3.5.1 CREATION ERA

The term supply chain management was first coined by a U.S. industry
consultant in the early 1980s. However, the concept of a supply chain
in management was of great importance long before in the early 20tk
century, especially with the creation of the assembly line. The
characteristics of this era of supply chain management include the
need for large-scale changes, re-engineering, downsizing driven by cost
reduction programmes, and widespread attention to the Japanese

practices of management.

3.5.2 INTEGRATION ERA

This era was highlighted with the development of Electronic Data
Interchanging (EDI) System in the 1960s and developed through the
1990s by the introduction of Enterprise Resource Planning (ERP)
Systems. This era has continued to develop into the 21st century with

the expansion of internet —based collaborative systems.

3.5.3 GLOBALIZATION ERA

The third movement of supply chain management development, the
globalization era, can be characterized by the attention given to global
systems of supplier relationships and the expansion of supply chains
over national boundaries. It is also characterized by globalization of

supply chain management in organizations with the goal of increasing
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their competitive advantage, value-adding, and reducing costs through

global sourcing.

3.5.4 SPECIALIZATION ERA (PHASE I)

Outsourced manufacturing and distribution. In this era, industries
began to focus on “Core competencies” and adopted a specialization
model. Vertical integration was abandoned. This era took cognizance of

the emergence of vendo-managed inventory (VMI).

3.5.5 SPECIALIZATION ERA (PHASE II)

Supply chain management as a service: Specialization within the
supply chain began in the 1980s with the inception of transportation
brokerages warehouse management, and non-asset based carriers and
has matured beyond transportation and logistics into aspects of supply

planning, collaboration, execution and performance management.

3.5.6 SUPPLY CHAIN MANAGEMENT 2.0

Building on globalization and specialization, the term SCM2.0 has been
coined to describe both the changes within the supply chain itself as
well as the evolution of the processes, methods and tools that manage

it in this new “era”.
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Web 2.0 is defined as a trend in the use of the World Wide Web that is
meant to increase creativity, information sharing, and collaboration

among users.

3.6 SUPPLY CHAIN BUSINESS PROCESS INTEGRATION

The key supply chain process stated by Lambert 2004 are:

3.6.1 Customer Relationship Management (CRM)

3.6.2 Customer Service Management (CSM)

3.6.3 Demand Management Styles/Procurement Process.

3.6.4 Order Fulfillment.

3.6.5 Manufacturing Flow Management.

3.6.6 Supplier Relationship Management (SRM) Physical Distribution.
3.6.7 Product Development and Commercialization.

3.6.8 Returns Management/Outsourcing.

3.6.9 Customer Level Forecasting (CLF)/ Performance Measurement.

3.7 THEORIES OF SUPPLY CHAIN MANAGEMENT

Currently there is a gap in the literature available on supply chain
management studies; there is no theoretical support for explaining the
existence and the boundaries of supply chain management. A few
authors such as Halldorsson, et al. 2003, Ketchen and Hult (2006 and

Lavassani, et al. (2009) have tried to provide theoretical foundations for
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different areas related to supply chain by employing organization

theories. These theories include:

* Resource-Based View (RBV)

* Transaction Cost Analysis (TCA)

* Knowledge —Base View (KBV)

* Agency Theory (AT)

* Institutional Theory (InT)

* System Theory (ST)

* Network Perspective (NP)

* Material Logistics Management (MLM)
e Just -In-Time Management (JIT)

* Material Requirements Planning (MRP)
e Theory of Constraints (TOC)

* Performance Information Procurement System (PIPS)

* Performance Information Risk Management System (PIRMS).

* Total Quality Management (TQN)

* Time Base Competition (TBC)

* Customer Relationship Management
* Available — To- Promise (ATP)

* Requirement Chain Management

3.8 SUPPLY CHAIN CENTROIDS

106



In the study of supply chain management, the concept of centroids
has become an important economic consideration. A centroid is a place
that has a high proportion of a country’s population and high
proportion of its manufacturing, generally within 805km. In the U.S,,
two major supply chain centroids have been defined, one near Dayton,

Ohio and a second near Riverside California.

3.8.1 TAX EFFICIENT SUPPLY CHAIN MANAGEMENT

Is a business model which consider the effect of tax in design and
implementation of supply chain management. As the consequence of
globalization, business which is Gross-nation should pay different tax
rates in different countries. Due to the differences, global players have
the opportunity to calculate and optimize supply chain based on tax
efficiency legally. It is used as a method of gaining more profit for

company which owns global supply chain.

3.8.2 SUPPLY CHAIN SUSTAINABILITY

Is a business issue affecting an organization’ supply chain or logistics
network and is frequently qualified by comparison with SECH rating.
SECH ratings are defined as social, ethical, cultural and health
footprints. Consumers have become more aware of the environmental
impact of their purchases and companies SECH ratings and, along with

Non-Governmental Organizations (NGOs).
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3.9 COMPONENTS OF SUPPLY CHAIN MANAGEMENT

The SCM components are the third element of the four square

circulation framework.

The level of integration and management of a business process link is
a function of the number and level, ranging from low to high, of
components added to the link. Lambert and Cooper (2000) identified
the following components: Planning and control, work structure,
product flow facility structure, organization structure, information flow
facility structure, management methods, power and leadership

structure, risk and reward structure, and culture and reward structure.
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3.9.1 REVERSE SUPPLY CHAIN/REVERSE LOGISTICS

This is the process of managing the returns of goods. Reverse logistics
is also referred to as “After market customer services. In other word,
any time money is taken from a company’s warranty reserve or service

logistics budget one can speak of a reverse logistics operation.

3.9.2 SUPPLY CHAIN SYSTEM AND VALUE

Supply chain systems configure value for those that organize the
networks. Value is the additional revenue over and above the costs of
building the network. Co-creating value and sharing the benefits
appropriately to encourage effective participation is a key challenges

for any supply system.

3.10 GLOBAL SUPPLY CHAIN MANAGEMENT

Global supply chains pose challenges regarding both quantity and

value. Supply and value chain trends

* Globalization, increased cross border sourcing, collaboration for
parts of value chain with low costs providers, shared service centres
for logistical/ and administrative functions and complex problems

involved also midsized companies to an increasing degree.

4.0 CONCLUSION
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Two major phases in the movement of materials are of logistical
importance. The first phase is materials management, or the timely
movement of raw materials parts and supplies into and through the

firm. The second phase is physical distribution.

The growth of logistics as a field has brought to the forefront three
major new concepts: the system concepts the total cost concept and

the trade off concept.

5.0 SUMMARY

Basic differences in international Logistics emerge because the
corporation is active in more than one country. Country -specific
differences occur when the firm within the country faces specific
logistics attributes that may be quite different from those experience at
home differences and barriers in the areas of infrastructure,
transportation services, inventory control, and warehousing services
often mean long transit times, high transportation costs, and high

inventory levels. Transportation system and intermediaries may vary.

International transportation frequently requires ocean or air freight
modes, which many corporation only rarely use domestically.
Combination such as the availability of modes include — land bridges,

sea bridges, intermodal movements, Ocean shipping (Liner services,
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bulk services and tramp service) containers ship, Roll-on —-Roll —off

(RORO) and Air Shipping Airfreight.
6.0 TUTOR -MARKED ASSIGNMENT

1. What do you understand by supply chain system and value.
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1.0 INTRODUCTION

A business organization is the sum of its human resources. To recruit
and restrain a pool of effective people for each of its operations
requires-personnel planning and staffing, training activities,
compensation decisions and attention to labour-management relatives.
Firms attract international managers from a number of sources, both
internal and external. In earlier stages of internationalization
recruitment must be external. Later, an internal pool often provides
candidates for transfer. The decision then becomes whether to use
home-country, host -country or should focus on competence,
adaptability and personal traits. Policies should also be set for the
compensation and career progression of candidates selected for-out of
country assignments. At the same time, the firm must be attentive to
the needs of local managers for training and development. Labour can
no longer be considered as simply services to be bought and sold.
Increasingly, workers are taking an active role in the decision making of
the firm and in issues related to their own welfare. Various
programmes are causing dramatic organizational change, not only by
enhancing the position of workers but by increasing the productivity of
the work force as well. Workers employed by the firm usually are local,
as are the unions that represent them. Their primary concerns in

working for a multinational firm are job security and benefits. Unions
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therefore are cooperating across national boundaries to equalize
benefits for workers employed by the same firm in different countries of

the world.

2.0 OBJECTIVE OF THE UNIT

At the end of this unit, you are required to know the following:

* Definition of human resources management (HRM).

* Meaning of international human resource management (IHRM).

* Differences between domestic human resources management and
international human resources managements.

* The sources for management recruitment.

* Selection criteria for overseas assignment

* Culture shock.

* Labour participation in management

e The role played by labour unions

* Human resource policies.

*  What international human resources managers do.
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3.0 MAIN CONTENT

3.1 DEFINITION OF HUMAN RESOURCES MANAGEMENT (HRM)

This is a set of organizational activities aimed at effectively managing
and directing human  resources/labour towards achieving
organizational goals. Typical functions performed by HRM Staff would
be recruitment, selection, training and development, performance

appraisal, dismissal, managing promotions and so on.

While international human resources management (IHRM) is defined as
a set of activities aimed at managing organizational human resources
at international level to achieve organizational objectives and achieve
competitive advantage over competitors at national and international
level. THRM includes typical Human Resources functions such as
recruitment, selection, training and development, performance
appraisal and dismissal done at international level and additional
activities such as global skills management expatriate management

and so on.
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3.2 TYPES OF EMPLOYEES IN MULTINATIONAL COMPANIES

International human resources management is concerned about

managing human resources at multinational companies (MNC) and it

involves managing three types of employees namely:

A.

Home country employees: Employees belonging to home
country of the firm where the corporate headquarters is

situated.

Host country employees: Employees belonging to the nation in

which the subsidiary is situated.

Third country employees: These are the employees who are
not from home country/hose country but are employed at
subsidiary or corporate headquarters. As an example a
American MNC which has a subsidiary at India may employ
a French person as the Chief Executive Officer (CEO) to the
subsidiary. The French man employed is a third country

employee.
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3.3 DIFFERENCES BETWEEN DOMESTIC HRM AND IHRM

¢ Domestic HRM is done at national level and IHRM is done at

international level.

* Domestic HRM is concerned with managing employee belonging to
one nation and IHRM is concerned with managing employees
belonging to many nations (Home country, host country and third

country).

* Domestic HRM is concerned with managing limited number of
HRM activities at national level and IHRM is concerned with

managing additional activities such as expatriate management.

* Domestic HRM is less complicated due to less influence from the
external environment. IHRM is very complicated as it is affected
heavily by external factors such as cultural distance and

institutional factors.

3.4 SOURCES OF MANAGEMENT RECRUITMENT

The location and nationality of candidates for a particular job are the
key issues in recruitment. Employers of labour will have to make a
decision to recruit from within the company or, in the case of larger

corporations, within other product or regional groups, or to rely on
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external talent. Similarly, decisions will have to be made whether to

hire or promote locally or use expatriates.

Every organization has the option of choosing the candidates for its
recruitment processes from two kinds of sources: internal and external

SOources.

The sources within the organization itself (like transfer of employees
from one department to another, promotions) to fill a position are
known as the internal sources of recruitment. Recruitment of
candidates from all the other sources (like outsourcing agencies etc.)
are known as the external sources of recruitment. It applies both at the

national level and international level. External sources of recruitment

involve press advertisement —journals, newspapers, Educational
institutes, placement  agencies, employment exchanges, labour
contractors, unsolicited applicants, employee referrals and

recommendations etc.

3.5 EMPLOYEE SELECTION CRITERIA FOR OVERSEA

ASSIGNMENT

When filling a position for an overseas assignment, consider using a
team approach. The interview team consist of at least three

individuals; a manager from the home country, a manager from the
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host country and an human resources representative. The manager

from the home country will be able to act as a sponsor to the individual.

* Define assignment goals: Requires broad strategic goals.

 Competency: Leadership ability, technical knowledge experience

based on past performance if any.

* Adaptability: Evaluate the culture

* Personal characteristics: Open mindedness, respect for other beliefs,
trust, tolerance, control flexibility, patience, social adaptability,

initiative, risk-taking, sense of humour, interpersonal interest.

* Spousal communication.

3.6 CULTURE SHOCK AS A CRITERIA FOR ACCEPTING

OVERSEA ASSIGNMENT

The effectiveness of orientation procedures can be measured only after
managers are overseas. A unique phenomenon they face is culture
shock. Culture shock is the term used for the more pronounced
reactions to the psychological disorientations that most people
experience when they move for an extended period of time into a culture
markedly different from their own. Culture shock and its severity may

be a function of the individual’s lack of adaptability but may equally be
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result of the firms lack of understanding of the situation into which

the manager was sent.

Four distinct stages of adjustment exist during a foreign assignment.

They are:

* Initial Euphoria: Enjoying the novelty, largely from the perspective

of a spectator.

» Irritation and hospitality: Experiencing cultural differences, such

as the concept of time, through increased participation.

* Adjustment: Adapting to the situation, which in some cases leads to
biculturalism and even accusation from corporate headquarters of

“going native”.

* Reentry: Returning home to face a possibly changed home

environment.

3.7 LABOUR PARTICIPATION IN MANAGEMENT

The degree to which workers around the world can participate in
corporate decision making varies considerably. Rights of information,

consultation and codetermination develop on three levels:

* The shop-floor level, or direct involvement: for example, the right to

be consulted in advance concerning transfer.

121



« The management level, or through representative bodies: for
example, work council participation in setting of new policies or

changing of existing ones.

e The board level: for example, labour membership on the board of

directors.

In some countries, employees are represented on the supervisory
boards to facilitate communication between management and labour
by giving labour a clear picture of the financial limits of management
by providing management with a new awareness of labours points of

view (codetermination).

Other reasons are:

* Improving quality of work life.

* Team building

* Building soundminds as successors.

3.8 THE ROLE OF LABOUR UNIONS

The role of labour unions vary from country to country, often because
of local traditions in management-labour relations. The variations
include the extent of union power in negotiations and the activities of
unions in general. The labour unions centre on collective bargaining

over wages, benefits and working conditions for their membership and
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on representing their members if management attempt to violate

contract provisions.

The labour unions operate within a working environment that
promotes work life balance where employees enjoy good jobs with

sufficient hours, fair pay and conducive conditions for its members.

The labour union demands equality of opportunity, respect the rights
of the individual and foster partnership and trust, in every working

relationship.

The labour unions identify, seek to have leaders with positive,
productive and respectful relationships with employees and ensure

continuity of all core business capabilities.

Internationalization of business has created a number of challenges for
labour unions. The main concerns that have been voiced are: (1) power
of the firm to move production from one country to another if

attractive terms are not reached in a particular market.

* The availability of data, especially financial information, to support
unions bargaining positions and insufficient attentions to local

issues and problems while focusing on global optimization.

* Difficulty in being heard by those who eventually make the

decisions.
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3.9 HUMAN RESOURCES POLICIES

These are systems of codified decisions, established by an organization,
to support administrative personnel functions, performance

management, employee relations and resource planning.

Each organization has a different set of circumstances, and so develops

an individual set of human resource policies.

HR policies provide an organization with a mechanism to manage risk
by staying up to date with current trends in employment standards
and legislation. The policies must be framed in a manner that the
companies vision & the human resource helping the company to
achieve it or work towards it at all levels benefited and at the same time

not deviated from their main objective.

PURPOSE

HR polices allow an organization to be clear with employees on:

* The nature of the organization

*  What they should expect from the organization.
* What organization expects of them.

* How policies and procedures work

* What is acceptable and unacceptable behaviour.

* The consequences of unacceptable behaviour.
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SELF ASSESSMENT EXERCISE

* What is the purpose of setting human resource policies?

4.0 CONCLUSION

In this unit you have learnt how human resource management is
differentiated from international human resources management. You
have also been exposed to the sources of management recruitment,

selection criteria for overseas assignment and HR policies formulation.

5.0 SUMMARY

Human resources management is the function of an organization that
deals with issues related to people such as compensation, hiring,
performance management, organization development at domestic level
and international level, safety, wellness, benefits, employee motivation,
communication, administration and training. The establishment of
policies can help an organization demonstrate, both internally and
externally, that it meets requirements for diversity, ethics and training
as well as its commitments in relation to regulation and corporate

governance.

6.0 TUTOR-MARKED ASSIGNMENT

Critically examine the difference between domestic HRM and IHRM.

ANSWERS TO SELF ASSESSMENT EXERCISE
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The purpose of human resources polices are to educate the employees
on:

- The nature of the organization

- What organization expects of them.

- What they should expect from the organization

- How policies and procedures work

- What is acceptable and unacceptable behaviour.
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1.0 INTRODUCTION

Even though MNES have played major roles in internationalizing the
uniformity in accountancy as a profession worldwide, key difference can
still be noticed from country. The suggested reasons for these
differences are: concept of fairness, conservatism and accrual concept,
taxation, valuation based, consolidation, uniformity if accounting
standard and presentation. In the absence of a standard or an
interpretation that specifically applies to a transaction universally,
countries must use its judgment in developing and applying an
accounting policy that results in information that is relevant and
reliable. In making that judgment, IAS 8.11 requires management to
consider the definitions, recognition criteria, and measurement
concepts for assets, liabilities, income, and expenses in the framework.
This elevation of the importance framework was added in the 2003
revision to IAS8. A financial statement should reflect true and fair view
of the business affairs of the organization. As these statements one
used by various constituents of the society/ regulators, they need to
reflect true view of the financial position of the organization, and it is
very helpful to check the financial position of the business for a specify

position.
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Taxation and accounting are fundamental related. The principles by
which a firm measures its sales and expenses, its assets and liabilities,
all go into the formulation of profits, which are subject to taxation. The
tax policies are also becoming increasingly similar. Many of the tax
issues of specific interest to officials, such as the avoidance of taxes in
high-tax countries or the shielding of income from taxation by holding

profits in so-called tax havens.

2.0 OBJECTIVE OF THE UNIT

Upon successful completion of this unit, you should be able to:

* Define and explain international accounting

* Discuss major differences in financial reporting.

 Examine the composition and structure of international taxation.
» Identify major conceptual differences in international tax system.
* Examine the various tax systems internationally.

* Discuss the source of income for international taxation

* Explain the tax jurisdiction systems we have.

+ Dilate tax treaties.
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3.0 MAIN CONTENT

3.1 DEFINITION AND MEANING OF INTERNATIONAL

ACCOUNTING

International accounting is the international aspects of accounting
including such matters as accounting principles and reporting practices
in different countries and their classification; patterns of accounting
developments; international and regional harmonization, foreign
currency translation; foreign exchange risk; international comparisons
of consolidated accounting and inflation accounting. Accounting in
developing countries; accounting in communist countries; performance

evaluation of foreign subsidiaries.

The methods used in the measurement of company generations,
accounting principles and practices, vary across countries. The method
have a very large impact on how firms operate, how they compare
against domestic and international competitors, and how governments
view their respective place in society. Accounting principles are
however, moving toward more standardization across countries which

has been linked to

- A predominance of outside shareholders as providers of

finance.
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3.2.2

3.2.3

The lack of interference of law or taxation in financial
reporting. More so, the United States accountants’ substance

overform affects the view of fairness directly.

Conservatism and Accrual Concept: This also affects
fairness in financial reporting. For example, England and
Nigeria, as in many other Anglo-Saxon countries, it is not
fully conservative to allow the capitalization of development
expenditure as in SAP 13, but it may be reasonable prudent
under certain conditions. Moreso, in Europe for instance
Davidson Kohlmeier in 1966 and Abel (1969) noted that “profit
figures would be consistently lower in France, Sweden,
Germany and Netherlands where use of replacement cost was

assumed.

Taxation: In some countries, taxation regulations are allowed
to determine accounting measurements. In countries where
accounting rules are the same with tax rules, the problem is
not pronounced as in Germany and France. An obvious
example is treatment of depreciation. In the unite kingdom
and Nigeria, the amounts of depreciation (capital allowance) is

quite independent of accounting figures.
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3.2.4

3.2.5

Valuation Basis: These differ from country to country
expectedly has different resultant impact on financial
statements across territorial borders. In Nigeria, Ghana, unite
kingdom and of course most English speaking countries, the
accounting regulation on valuation allowed some degree of
flexibility which makes it looks chaotic. The determination of
the method to use, whether historical cost or replacement cost

is a matter of choice.

Consolidation: takes different format allover the world but united

states takes a lead in promoting most consolidated method such

— equity method.

— The pooling of interest and merger method and

— The normal acquisition had long enjoyed widespread adoption

before becoming universal practice.

3.2.6

Uniformity in Accounting Standard and Presentation, it
is still far from being satisfactory. The standard sometimes
confers some flexibility on the accounting. This makes the
degree of compliance with different standards varied. For
instance in Nigeria, institute of chartered accountant of Nigeria

(ICAN) member are required to comply with.
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(a) Technical standards (b) international accounting standard IAS

(c) the international auditing guidelines.

When a company gets involved in trading abroad, it will buy or sell
goods in a foreign currency or buy assets and acquire liabilities in a

foreign currency

3.3 INTERNATIONAL TAXATION (DEFINITION AND MEANING)

This is the study or determination of tax on a person or business
subject to the tax laws of different countries or the international aspect

of an individual country’s tax laws.

Government usually limit the scope of their income taxation in some
manner territorially or provide for offsets to taxation relating to
extraterritorial income. The manner of limitation generally takes the
form of a territorial, residency or exclusionary system. Some
governments in various countries have attempted to mitigate the
differing limitations of each of these three broad systems by enacting a

hybrid system with characteristics of two or more.

Many governments tax individuals and/or enterprises on income.
Such systems of taxation vary widely and there are no broad general
rules. These variations create the potential for double taxation (where
the same income is taxed by different countries). Income tax systems

may impose tax on local income only or on worldwide income.
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Generally, where worldwide income is taxed, reductions of tax or foreign
credits are provided for taxes paid to other jurisdictions. Limits are

almost universally imposed on such credits.

Multinational corporations usually employ international tax specialists,
to decrease their worldwide tax liabilities. With any system of taxation,
it is possible to shift or re-characterise income in a manner that

reduces taxation.

Jurisdiction often impose rules relating to shifting income among
community controlled parties, often referred to as transfer pricing rules.
Residency based systems are subject to taxpayer attempts to defer
recognition of income through use of related parties. A few jurisdictions
impose rules limiting such deferral (Anti-deferral” regime.) deferral is
also specifically authorized by some governments for particular social
purposes or other grounds. Agreement among governments (treaties)
often attempt to determine who should be entitled to tax what. Most
tax treaties provide for at least a skeleton mechanism for resolution of

disputes between the parties.

Systems of taxation vary among countries and governments, making
generalization difficult. Specifics are intended as examples, and relate
to particular governments and not broadly recognized multinational

rules. Taxes may be levied on varying measures of income, including
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but not limited to net income under local accounting concepts, gross
receipts, gross margins (sales less costs of sales), or specific categories

of receipts less specific categories of reductions.

Jurisdictions  often  impose  different income based levies on
enterprises than on individuals. Entities are often taxed in a unified
manner on all types of income while individuals are taxed in differing
manners depending on the nature or source of the income. Many
jurisdictions imposed tax at both an entity level and at the owner level

on one or more types of enterprises.

In order to simplify administration or for other agendas, some
governments have imposed “deemed” income regimes. These regimes
tax some class of taxpayers according to tax system applicable to
other taxpayers but based on a deemed level of income, as if earned by

the taxpayer. Disputes can arise regarding what levy is proper.
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3.4 OTHER MAJOR CONCEPTUAL DIFFERENCES IN

INTERNATIONAL TAX SYSTEMS

These include, but are not limited to assessments versus self-
assessment means of determining and collecting tax; methods of
imposing sanctions for violating; sanctions unique to international
aspects of the system; mechanism for enforcement and collection of tax;

and reporting mechanisms.

3.5 TAX SYSTEMS

Governments usually limit the scope of their income taxation in some
manner territorially or provide for offsets to taxation relating to
extraterritorial income. The manner of limitation generally takes one

of three months:

Territorial tax system.

A few countries tax only income earned within their borders. For
example, the Hong Kong Inland Revenue Ordinance (HKIRO) imposes
income tax only on income earned from a business or source within
Hong Kong. Such systems tend to tax residents and non residents alike.
The key problem argued for this type of territorial system is the ability
to avoid taxation on portable income by moving it offshore. This has led

governments to enact hybrid systems to recover lost revenue.

3.5.1 RESIDENCY BASED TAX SYSTEM
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Most income tax system impose tax on worldwide income of residents,
and impose tax on the income of non residents from certain sources
within the country. Prime examples of such residency taxation in the
united states and taxation in the united kingdom. Residency based
systems face the daunting tasks of defining resident and characterizing
the income of non-residents. Such definitions vary by country and type

of tax payer. Examples include:

» The U.S. provides lengthy, detail rules for individual residency
covering — periods establishing residency (including a formula
calculation involving three years, start and end date of residency

and exceptions for transitory visits, medical conditions etc.

* UK establishes three categories: non-resident, resident, and resident

but not ordinarily resident.

* Switzerland residency may be established by having a permit to be

employed in Switzerland for an individual who is employed.
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3.5.2 EXCLUSION TAX SYSTEM

Many systems provide for specific exclusion from taxable (chargeable)
income. For example, several countries, notably Cyprus Netherlands
and Spain, have enacted holding company regimes that exclude from
income dividends from certain foreign subsidiaries of corporations.
These systems generally impose tax on other sort of income, such as
interest or royalties, from the same subsidiaries. They also typically
have requirements for portion and time of ownership in order to qualify

for exclusion.

The Netherlands offers a “participation exemption” for dividends from
subsidiaries of Netherlands companies. Dividends from all Dutch
subsidiaries automatically qualify. For other dividends to qualify, the
Dutch shareholder or affiliates must own at least 5% and the subsidiary

must be subject to a certain level of income tax.

3.5.3 HYBRID TAX SYSTEM

Some governments have chosen for all or only certain classes of tax
payers, to adopt systems that are a combination of territorial, residency
, or exclusionary. There is no pattern to these hybrids. The following are

examples:

* The U.S. allows individuals earning income from their personal

services outside the US-an exclusion of up to U.S & 80,000
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(indexed for inflation from a key date) from compensation for such
services. Compensation income in excess of this amount is fully

taxable to citizens and residents.

* The UK imposes a charge a tax on individuals “resident but not
ordinarily resident” in the UK based on income earned in or

remitted to the UK.

* Singapore imposes income tax on resident individuals and

companies on all income earned in or remitted to Singapore.

3.5.4 INDIVIDUALS VS. ENTERPRISES TAX SYSTEM

Many tax system, tax individuals in one manner and entities that are

not considered fiscally transparent in another.

The differences may be as simple as differences in tax rates, and are
often motivated by concerns unique to either individuals or
corporations. For example many systems allow taxable income of an
individual to be reduced by a fixed amount allowance for other persons
supported by the individual (dependents). Such a concept is not

relevant for enterprises.

Many systems allow for fiscal transparency of certain forms of
enterprises. For example, most countries tax partnership, rather than

the partnership itself, on income of the partnership. A common feature
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of income taxation is imposition of a levy on certain enterprises. Many
countries tax corporations under company tax rules and tax individual

shareholders upon corporate distributi