Programme for PETER DRUCKER AWARD – SUBJECT : MANAGING FOR THE FUTURE 

Q.1 Write a short note on reshaping companies. 

A.1 ( Short note on reshaping companies, as per Mr. Peter Drucker 
In the a year, 1990's there were for reaching changes in the social & economical environment and in the strategies, structure & management of the business of companies. 
The trends towards central principle of International economic integration has by now become well – high irreversible, whether one likes it or not (and Mr. Peter Drucker does). Thus, the first step in the world economy will be quite different from what businesspersons, politicians & economists still means or understand about it. 
As per second step, into the world economy the integration of the business will start through alliances in the form of minority participations, joint ventures, and research & market groups, partnerships in subsidiaries or in special projects & cross licensing etc. 
Thus, markets are rapidly changing, merging cries crossing & over-lapping each other. 
In the third one, in 1920s, first the modern corporate organization evolved. After that, in 
1990s the business will undergo more & more radical restructuring. It was treated as sensational news. Only five years ago, when Mr. Peter Drucker pointed out information based organization needs for fewer levels of management than traditional command and control model. Then a large numbers of American companies have cut management levels by one third or more. But the restructuring of corporations from smaller sized corporations, middle sized corporations & larger sized corporations. Nowadays, business will follow two new rules. 
1. The first rule followed by the Business 
To move work to where the people are rather than to people where the work is. This 
means business makes an arrangement to transfer the work towards the people instead 
of transfer of people towards the work. 
2. The second rule followed by the Business 
To farm out the activities that don't offer opportunities for advancement into fairly senior management or professional positions like clerical, maintenance or the "Back – office" in the brokerage house, for the drafting in large architectural firm, for the medical laboratory in the hospital to an outside contractors. 
On reason for the changes, is that this century can move ideas & information fast & cheaply. At the same time the great nineteenth–century achievement, the ability to move people, has outlived its usefulness; witness the horrors of daily commuting in most big cities & the smog the hovers over the increasingly clogged traffic arteries. Moving work out to where the people are already in full train. Few large American banks or insurance companies still process their paperwork in the downtown office. It has been moved out to a satellite in the suburbs. Few airlines still locate their reservations computer at the main office or even at the airport. 
At per Mr. Peter Drucker, it may take another 'energy crunch' for this trend to become a shock wave. But most work that requires neither decision making nor face-to-face customer contact will have been moved out by the decade, at least in Western countries; Tokyo and Osaka will take a little longer. 
Even in Japan, the trend toward 'farming out' is also well under way. Most large Japanese hospitals are today cleaned by the local affiliate of the same maintenance contractor that services most American hospitals. Underlying this trend is the growing need for productivity in service work done largely by people without much education or skill. This almost requires that the work be lodged in a separate, outside organization with its own career ladders. Otherwise, it will be given neither enough attention nor importance to ensure the hard work that needed not just on quality & training, but on work-study, work-flow and tools. 
At the end of the coming decade, at the last corporate size, a strategic decision neither big or small. In 1917, a great Scots Biologist Mr. D'Arcy Wentworth Thompson showed in his classic "On Growth and Form," size follows the function. 

For instance, as per above in automobile world, small natures of Rolls-Royce, Marks & Spencer, for decades the world's most retailers was run as a fair sized rather than a large like Ford. Thus in the past decade, the Ito-Yokado, the Tokyo based automobile industry also successful retailer large sized company be come middle as a rule. But in the other industries, the middle size doesn't work well : successful pharmaceutical companies, for instance, tend to be either quite large or quite small. Whatever advantages bigness by itself used to confer on a business have largely been canceled by universal availability of management & information. Whatever advantages smallness by itself coffered have largely been offset by the need to think, if not to act, globally. Management will increasingly have to decide on the right size of a business, the size that fits its technology, its strategy and markets. This is both a difficult & a risky decision and the right answer is rarely the size that best fits a management's ego. 
Thus for reshaping of a company Mr. Peter Drucker explains above in the London economics. 

Q.2 Types of challenges faced by management. 

A.2 The governance of companies themselves is in question. The greatest mistake a trend-spotter can make almost to prevent or modify – is to be prematurely right. A prime example is in Mr. Peter Drucker book "The Unseen Revolution", in 1976. In that book, Mr. Peter Drucker argued that the shift of ownership in the large, publicity held corporation to representatives of the employee class – i.e. pension funds, unit trusts – constitutes a fundamental changes in the locus and character of ownership. It is therefore bound to have profound impact, especially on the governance of companies; above all, to challenge the set of guidelines, developed since World War II, of the self-perpetuating and professional management in the big company ; & to raise new questions regarding the accountability and indeed legitimacy of the big-company management. 
In The Unseen Revolution is his best book, which he wrote. However, it was prematurely right, so no one paid attention to it. Five years later, the hostile takeovers began. They work primarily because pension funds are 'investors' and not 'owners' in their legal obligations, their interests & the hostile takeovers do indeed challenge management's function, its role and its very legitimacy. 
The raiders are sure right to assert that the company must be run for performance rather than for the benefit of its management. They are, however wrong in defining 'performance' as nothing but immediate, short-term gain for shareholders. This subordinates all other constituencies – above all, managerial and professional employees – to immediate gratification if people whose only interest in the business short-term payoff. 
No society will tolerate this for very long. Indeed in the United States a correction is beginning to worked out by the courts, which increasing give such employees a 'property right' in their jobs. At the same time the large American pension funds are beginning to think through their obligation to a business as a going concern; that is, their obligation as owners. 
But raiders are wrong also because immediate stockholder gains do not, as has shown been ample proven, optimize the creation of wealth. That requires a balance between short term and the long term, which is precisely what management is supposed to provide & should be paid for. We know how to establish and maintain this balance. The governance of business has so far become an issue mainly in the English-speaking countries. 
Nevertheless, it will soon become an issue also in Japan & West Germany. So far, in those two countries the needed balance between the short term and long term has been enforced by the large bank's control of other companies. However, in both countries big companies as American ones do in the United States; and they are just as interested in short-term stock market profits. The governance of business, in other words, is likely to become an issue throughout the developed world. Again, we may be further advance towards an answer than most of us realize. 
In a noteworthy recent article in the Harvard Business Review, Professor Michel C. Jenson, of the Harvard Business School, has pointed out that large businesses, especially in the United States, are rapidly 'going Private'. They are putting themselves under the control of small 
number of large holders and in such a way that their holders' self-interest lies in building long term value rather than in reaping immediate stock market gains. Indeed only in Japan, with its 
sky-high price/earnings ratios, is a public issue of equity still the best way for a large company to finance itself. 
Unbundling too should go a long way toward building flexibility into a company's cost structure & should thus enable it to maintain both short term earning and investments in future. Again, Japanese show the way. The large Japanese manufacturing companies maintain short-term earnings (and employment security for their workers) and long-term investments in the future, by 'out-sourcing'. They buy from outside contractors a far larger portion of their parts than Western manufacturers usually do. Thus, they are able to cut their costs fast and sharply, when they need to, by shifting the burden of short-term fluctuation to the outside supplier. 
The basic decisions about the function, accountability and legitimacy of management, whether they are to be made by management, whether they are to be made by business, by market, by lawyers and courts, or by legislators – and all four will enter the lists are still ahead of us. They are needed not because corporate capitalism has failed but because it has succeeded. But that makes them all the more controversial. 

Q.3 What are main reasons for poverty of economic? 

A.3 Karl Marx understood the shortfall when he stuck to the labour theory of value. 'Marxist 
economist' is a contradiction in terms – it has no analytical or productive power – but it has a tremendous appeal precisely because it is grounded in a value. It defines the creators of wealth – human beings, labour. Yet, we know it's the wrong answer. 
For the last 100 years, so, we have had a choice between an economics that has great analytical power but no foundation in value & an economics that wasn't economics at all, but a manifesto based on the human being. Today we've finally reached a point where we can begin to understand the right approach, if not the right answer. We now know that the source of wealth is something specially human: knowledge. 
If we apply knowledge to tasks that are new and different, we call it 'productivity'. If we apply knowledge to tasks that are new & different, we call it 'innovation'. Only knowledge allows us to know to achieve those two goals. 
Trading of Labour 
This wasn't always true. Two hundred years ago when Adam Smith wrote about 'the tradition of labour', his examples were people in what is now central Germany, who, because of the heavy winters with lots of snow, learned to be woodworkers and make clocks & violins. It takes 200 years to build such a tradition, Smith said, except for rare cases when refugees or immigrants bring their skills to a community. 
Such was certainly the case when the U.S. won its independence. Every American diplomat had an unlimited slush fund (which probably meant $180) to bride an English craftsman & supply him with false papers to come to this country and teach us how to build textile machinery and dye cotton. That's how New England became an industrial power around 1810. 
During the nineteenth century, however apprenticeship (a German invitation) telescoped the 200 years into 5, & during the twentieth century, training (an American invention) telescoped 5 years into 6 months or even ninety days. We invented training during World War I because we had no tradition of labour. After World War II, our invention spread worldwide, which is one reason why nations can no longer complete solely based on a labour tradition. 
Learning & Knowledge 
The quickest way for a person to living in a developed country to make a decent living was to become semiskilled machine operator. After six weeks, he probably was batter paid than associate professors, not to mention assistant deans. But that's over. Today he can make a middle-class living only through learning & knowledge. 
Of course, the realization that knowledge is the source of wealth has major implications for economics, which today is at a dead end. Economics used to be an enjoyable discipline because it was so humble. When, someone asked an economist of 1925 a question, his answer. Then he said, 'We don't know & therefore the intelligent thing to do is as little as possible and pray. Keep tax low, expenditures low and pray.' 

New Philosophy 
But the generation of Mr. Peter Drucker of economists became superior, largely because of an unbelievable performance during the World War I. in military terms, World War I is the all-time low performance, but the civilian accomplishment was unbelievable. Every country was bankrupt by December 1914 & according to the traditional rules of the game, should have had to stop fighting. But they kept on killing each other for four more years because the civilian administrator was so incredibly competent. That competency corrupt & gave us delusions of magnificence. 
When 1929 came along, suddenly there was a curious belief that government should be able to do something about the economy. That was very unheard of in earlier days, but it became a popular demand similar to the question, 'If you can put a man on the moon, why can't you do something about AIDS? Thus, we saw the development of economics that knew the answers. 
Keynes knew the answer: Whatever ails you, just create more purchasing power. Milton Friedman, who may be the last surviving member of the great generation, refined it and said,' You don't even have to do that. All you have to do is just make sure the money supply grows. For the supply-siders, it was even easier: just cut taxes. What could appear nicer & more pleasant? 
End of Excitement 
In the nineteenth century, economics was known as the 'dismal science', because it always forced us to make choice & we always had to forgo something. Suddenly it became the excited science. For 50 years, it is been an exited science, but believe Mr. Peter Drucker, that's over. 
Economics hasn't worked. Whatever we tried, it failed. What’s more, the basic assumptions of modern economic theories are unreasonable & invalid. All of them assume that the sovereign state is alone in this world & can control its destiny. If the five or six leading industrial nations would simply agree to hand over their economic policy to a czar, a commissioner, or a common organ, economic theory would work. But chances are it won't happen; by comparison, willing a million dollars at a Las Vegas slot machine is a cinch. 
Most economists have assumed, too that the velocity of the turnover of money is a social habit & a constant – against all evidence. When the U.S. tested the theory for the first time in 1935 & pumped a lot of purchasing power in American pockets, we did not spend, we hoarded. The economy collapsed the following year, & it was much worse than 1930 or 1931 because the American public sabotaged the economic policy. The same thing happened under Mr. Jimmy Carter & Mr. Ronald Reagan. The velocity of turnover of money is about as mercurial as teenage & even predictable. 
Invalid Theory 
In essence, macroeconomic theory is no longer a basis for economic policy because no one knows what is going to happen. Mr. Reagan came to power promising to cut the budget, but government experiences have never grown faster in the history of any country. He did not betray his trust; politically, he had no choice Political leaders have no economic theory they can trust, a fact, which escapes many businessmen. 
The economics of tomorrow must do what economists have not been able to do: integrate the domestic area & the world. 
Tomorrow's economics must answer the question : we have to find the relation between the way we run a business or results. We can get the traditional reply - the bottom line – is treacherous. Under a bottom – line – philosophy, we cannot relate the short term to the long term & yet the balance between the two is a crucial test of management. 
Two Guideposts 
The inspiration of productivity & innovation must be our guide – post. If we achieve profits at the cost of downgrading productivity or not innovating, they aren't profits. We are destroying capital. On the other hand, if we continue to improve productivity of all key resources & our innovative standing, we are going to be profitable. Not today, but tomorrow. In looking at knowledge applied to human work as the source of wealth, we also see the function of the economic organization. 

For the first time we have an approach that makes economics a human discipline and relates it to human values, a theory that gives a businessperson a yardstick to measure whether he is still moving in the right direction & whether his results are real or delusions. We are on the threshold of post-economic theory, grounded in what we now know & understand about the generation of wealth. This article explained by Mr. Peter Drucker on the year of 1987. 
The above are the main reasons for the poverty of economic. 

Q.4 Define Multinational Companies. 

A.4 Previously, about the 20% of the total resources invested in U.S. manufacturing firms is in 
facilities outside i.e. offshore the U.S. Three quarters of this output is for sale abroad & one-quarter is for export back to the U.S. to be sold in, or incorporated into goods for, the American market. Major American commercial banks & major brokerage firms have a similar proportion of their assets invested abroad and derive an even larger proportion of their total business through their foreign branches. 
No other major country yet outdoes America as a "Multinational" – although West Germany is probably coming closer every day. But within a few years, every single major trading country will proportionately produce as much as outside its boundaries does the U.S., if not more. In 1983, Japanese manufacturers produced only 2% of their output outside of Japan. By 1986, this had grown to 5% of a much larger output. By 1992 or so, only five years hence, Japanese offshore output is likely to match America's one-fifth, with most of the growth concentrated in North America & in Spain (for their market in European market). 
At least, one-third of the world trade in manufacturing goods may now be intra-company trade – e.g., from the Mexican border plant of Sony to Sony's final assembly plant across the border in San Diego or from a Ford Motor Co. engine plant in the U.S. to a Ford plant in Europe or in Brazil. 30 or more years ago, a Multinational expansion of the Americans into Europe long before, there was any fear of protectionism. It was most vigorous in the two countries where there was the least danger protectionism : Britain & West Germany. Similarly, the Multinational Investments of the Japanese in manufacturing plants in the U.S. began long before there was any threat of protectionism. Far more important are marketing pressure. 
However, human resources are the major force behind the world investment is. Primarily, exporting goods create employment for the blue-collar workers. Investing abroad in a Multinational affiliate primarily generates employment for educated people in the home country – for engineers & chemist, for accountants, managers & quality control staff etc. As one developed country after another shifts its supply of new workers from semiskilled or unskilled machine operators to people with long years of education, investment abroad is the way in which it can both optimize its human resources & create the jobs a developed country needs. 

Q.5 What is the main force behind the investment? 

A.5 Traditionally investment has followed the trade. International trade has been steadily slowing down for most of the past decade. But international investment is booming as never before. It has become the dominant factor in the economy. Most of it is investment in securities, of course. But the growing portion investment in manufacturing and financial services. 
But trade is increasing becoming dependent on investment. U.S. exports in the years of the overvalued dollar would have been even lower had the European subsidiary of American companies & American joint ventures in Japan not continued to buy machinery, chemicals & parts from the U.S. Similarly, the foreign subsidiaries of America's financial institutes, such as the major banks, accounted for something like one-half of U.S., service income during those dismal years. Now, in turn, the Japanese are investing heavily in manufacturing subsidiaries in the Americas & in the Western Europe to defend their export business. Even the South Koreans are investing in manufacturing subsidiaries in North America – especially in plants on the Mexican side of the U.S. – Mexico border – to create dependable customers for their exports to North America. 
The major force behind the world investment is however, human resources. Primarily, exporting goods creates employment for the blue-collar workers. Investing abroad in a Multinational affiliate primarily generates employment for educated people in the home country – for engineers & chemist, for accountants, managers & quality control staff etc. As one developed country after another shifts its supply of new workers from semiskilled or unskilled machine operators to people with long years of education, investment abroad is the way in which it can both optimize its human resources & create the jobs a developed country needs. 
Thus, the above are the different forces behind the investment like manufacturing subsidiaries, human resources as per Mr. Peter Drucker. 

Q.6 Describe the export boom. Or what do you mean by the export boom ? 

A.6 As per Peter Drucker, during the 1980s, the most important event in the world economy, was surely the bang or boom in the U.S. exports. During the period from 1986 to 1991, these exports became doubled, with the biggest increases in sales to U.S. major competitors, Japan & West Germany. Thus, I am also meant for the export boom is increase in U.S. export. 
This came as a surprise to businesspersons, economists & government forecasters. When against yen, the overvaluation of dollar was corrected in the fall of 1985, everyone was certain absolutely that imports in U.S. would fall sharply. Instead, they risen steadily, thanks mainly to U.S. greedy dryness for oil and to the continuing fall of the American Automobile Industry. 
The U.S. export boom was also extraordinary, in U.S. history & in the economic history altogether. Never before, have the manufactured goods exports of a fully developed country risen so fast and the U.S. was of course, already the world's number exporter i.e. the effect of export boom. 
This performance is all the more impressive as most of Latin America – traditionally the best U.S. manufactured-goods customer – is still deeply depressed; only Mexico – and then only during the last two years – has come the life again as a big buyer. The export boom fueled the continuing U.S. economic expansion or explosion during the second Reagan term. It kept the recent recession from turning into full-brown depression with double-digit unemployment. U.S. manufactured-goods exports are likely to continue to do well unless the world economy slumps. But their explosive growth has slowed down sharply. The export boom has clearly peaked. 
At the first glance there seems to be no pattern. The list of goods whose exports jumped contains high-tech stuff such as jet engines, heart valves, & sophisticated software to programme paper machines & engineering workstations. It also includes goods normally not considered 'tech' at all: movies and rock recording, running shoes, blue jeans & office furniture – everything in between. The star performers among the companies came in all sizes: giants such as Boeing selling aero planes & GE selling body scanners & aircraft engines; any number of middle-sized companies and amazingly, many small and even tiny firms such as the machine shop such as the machine shop with 35 employees making a specialized control instrument for the pharmaceutical industry or the equally small shop making hospital paging systems. Among the star performers are firms that have been active in the world economy for a long time, including many who for the decades have big plants abroad, e.g., 3M. The list also includes quite a few firms that never before had filled a foreign order. 

Q.7 What is competing neck-to-neck ? 

A.7 Mr. Peter Drucker gives the definition of the competing neck-to-neck by following. 
Integrated steel mills have blue-collar costs of 25 percent. But the 'minim ills' operate at blue-collar costs of 10 percent or less - & they now produce a fifth of all steel made in the U.S. & are likely to produce well over half on another 10 years. The textile industry says it's been killed by imports from low-wage countries. 

About half the industry actually operates at cost fully competitive with the lowest-wage producer anywhere – Malaysia, for instance, or in Indonesia. These companies – mostly the 
large ones – have brought their labour costs down to 10 percent or 12 percent of the total – not only making commodity products, such as sheeting, but in many cases for finished goods as well as, e.g. blue jeans & housedresses. 
In the restructuring in which blue-collar wages cease to be the dominant factor in competitive strength – almost cease to be a factor altogether – American & Japanese industry is neck-to-neck. The Japanese are ahead in reducing labour-cost content in traditional industries, e.g. autos & tyres they are unrestricted by unions in the new fast-growing industries i.e. pharmaceuticals, speciality chemicals, biotechnology, communications, computers - & in some old industries such as paper or turbines, the U.S. is ahead. Europe, by large and it has barely began but it is waking up. 
One result of this is that American manufacturers are slowly beginning to bring back to the U.S. operations they had moved offshore – precisely because they do not have to restore the blue-collar jobs they abolished when they moved offshore 10 years ago. Another result – a paradoxical one - is that manufacturing employment has not gone down in U.S., contrary to union claims. Because unit labour costs have been able to expand total production, fast enough to maintain blue-collar employment in absolute figures. This is in glaring contrast to Western Europe, where blue-collar manufacturing employment is about five million lower than 10 years ago, a little batter than the Japanese record. This has been happening is a shift from industries with yesterday's wage costs, i.e. autos & steel in comparison with tomorrow's labour costs i.e. telecommunication & pharmaceuticals. 
The shrinking importance of blue-collar costs as a decisive competitive factor also underlies the rapid movement of manufacturers to their markets all over the developed world. American industry made this shift in the 1960s & 70s – in part through the multinationals buying European companies or building in Europe, in part through ventures in Japan. Even so, U.S. manufacturers, despite the dollar's greatly reduced purchasing power abroad, are now increasing their direct investments abroad – and contrary to what almost everybody believes, at about the same rate at which foreigners are increasing their direct investments in the U.S. 
Now it is Europe & Japan that are moving that are moving production offshore into developed countries where their markets are – the Europeans mainly into the U.S., the Japanese into the U.S. & Western Europe. The official Japanese reason, especially for building or buying plants in the U.S., is the 'fear of protectionism'. That is mainly PR for domestic Japanese consumption. The real reason is blue-collar wages are becoming rarely insignificant as a competitive factor, so that costs of the distance to the market are becoming more arduous. 
These trades spell greatly increased competition among manufacturers in developed countries. It will not be competition based on wage differentials but on managerial competence – productivity of knowledge work 7 of money, process technology, and management of foreign-exchange risks, quality, design, innovation service, and marketing. Increasingly, concentration rather than assembly of diversification will be needed, with growing importance on knowledge one's technology, market & customers. 
In the developed countries, these trends will mostly intensity the integration that has been going on for quite some time – at least since American business started 'multinationalization' 30 years ago. However, for the developing countries the trend intimidates to close the broadest avenue toward rapid economic development: export-led development based on low-wage but productive labour. 
Some of the development of the postwar period, notably Brazil's, has been based the classical nineteenth-century recipe : export-led development based on selling foodstuffs & raw materials to the developed countries – exemplified by U.S. during the nineteenth century with its exports to Europe of pork bellies, lard, beef, cotton, corn, tobacco & copper. 
But the far more spectacular development of the postwar period was that of Japan, followed by the 'four tigers' of Southeast Asia : South Korea, Taiwan, Hong Kong & Singapore took an American invention of World War – II –it was called 'Training' it enabled the U.S. during the war years to change pre-industrial, unskilled people into efficient, high-productivity workers - & turned these unskilled & low-wage people rapidly into highly productive but still low-wage workers whose output could then complete in the developed markets. 

Neither development route is likely to be open in the future. There are few food importers left. Among developed countries, only Japan still has a food deficit all the other developed non- 
communist countries have food surplus. Industrial production is rapidly becoming less raw-material intensive. The typical product of the 1920s, the auto, has raw-material content of almost 50% the typical product of 1980s, the semiconductor, has one of the 1%. The raw-material & energy content of a glass-fibre cable is about 12% the copper cable that it replaces has a raw-material & energy content of nearly 50% and so on. 

Q.8 Write a brief introduction of last nineteenth century model in low wages. 

A.8 Mr. Peter Drucker given following model for the last nineteenth century in low wages. 
Brazil may thus have been the last country to finance its development the nineteenth-century way, by paying for capital imports with food & raw-material exports. Today's crisis of the Brazilian economy is largely the result of the collapse of world-market prices for raw materials & foods brought about by the shift from food shortages to food surpluses & from raw-material-intensity in manufacturing to knowledge -intensity. But the access to economic development through exports based on the productivity of low-cost labour may become blocked, too, when wages are no longer a major factor in total costs. The managerial contributions that then count are precisely in the areas in which a poor, developing country finds it hardest to complete. For manufacturers in developed countries the shift means heightened demands in areas in which they should excel anyhow. The Third World, however, may have to find new development strategies based probably on the domestic market, that is on freedom & market incentives for farmers & for small, local (and tax-aversive) entrepreneurs. Northern Italy & India, rather than Japan, may become tomorrow's 
development models. 

Q.9 In 1990s European businesses are off & sometime running. Why? 

A.9 Mr. Peter Drucker gave following reasons regarding the European businesses. 
▪ Businesses of all sizes have the bit between their teeth and are off & running. 'we all know,' as per chief executive officer of a middle sized speciality-chemicals firm, 'that we have to act today as if 1993 were already here. 
▪ The multinational of food, soap & detergent manufacturer, Unilever, called its European managers to Hamburg recently to put into effect a new organization and new strategies for a truly unified Europe. Another multinational, Philips, has reorganized its consumer-electronics business on the assumptions of 1993 is already here. It replaced its 60 years old structure of autonomous national companies – a Dutch Philips, a German Philips, etc – with Europe wild product-based businesses, a television-receiver company for instance. 
▪ Recently five medium-sized, family owned food brokers i.e. German, French, Spanish, Italian & Danish – formed a 'community of interest'. Each family holds 51% of its domestic company & 9.8% of each of others. The five will act as one company in representing manufacturers & serving supermarket chains across national boundaries. 'Knowing politician, Mr. Peter Drucker expects all the present governmental barriers still to be here four years hence,' says the Italian most responsible for the deal. 'But they will become nuisance & additional costs rather than the dominant market reality they have always been & this is the only possible basis Mr. Peter can see for picking a business strategy in Europe today. 
▪ But it also an unstable base. It means committing one's business to highly risky assumptions. 
▪ For example, London is Europe's leading stock exchange. But its position is quite different from that of the New York Stock Exchange in the U.S. For the majority of European businesses, their own local exchange its shares of national companies & on which they can float their equity. 
▪ This national monopoly of the local exchange is highly profitable for the domestic banks. Small wonder then that the Continentals are committed to its perpetuations. But it can't survive. Institutions, especially the pension funds, are rapidly becoming the dominant 
investors in Europe as they did in the U.S. 10 or 15 years ago. The local markets don't have the liquidity they need. They are resistance under the high costs of the present monopolistic system. Perhaps the local exchanges will survive as the places where prices are officially 
registered, with the actual trading done off-market by transnational brokerage forms, 
especially for institutional customers. 
▪ Something like this is clearly what, judging by their recent actions, the Japanese, e.g. Nomura, are positioning themselves. The large American & probably the major Swiss firms are acting on an even more radical assumption : the existing in the Europe will become irrelevant, especially for large institutional investors & will be replaced, in fact, by a trans-European over-the-counter discount market. 
▪ The future structure of commercial banking in Europe is another major area of uncertainty. Traditionally, competition among European banks was confined to one's own country. But a few years ago, the three big Swiss banks shocked everyone by moving into Frankfurt in an open bid for domestic German business. Europe's the biggest, Deutsche bank then moved to aggressively into the domestic business of Italy. After U.S. also has a long tradition to of multibranch, nationwide banks with multiple headquarters. For the Europe institution, the role of Spanish development in which the country's the largest banks merged into two even larger but purely domestic banks. The bank, which is a giant in its own small country where, it controls the bulk of industry but it is best supporting cast on the world's financial scene. 
▪ Even more critical & sometimes more risky and good deal are the decisions facing middle-sized, private held firms. Punitively, such firms are neither more numerous nor more important in Europe than they are in the U.S. However, sociologically, psychologically & politically they loom much larger almost everywhere. Few of them, most observers agree, are likely to survive unchanged the shift to a truly integrated Common Market. 
▪ But from three possible strategies should a given firm the speciality-chemical maker mentioned earlier is moving aggressively into Europe, marketing its product all over Europe & even producing in several countries. But for this to be the right course, a firm needs distinctive products or distinctive technology & considerable marketing expertise. It also needs access for finance in contrast to the U.S. that’s limited for middle-sized European companies. Above all, it needs managerial resources that the European family-owned firm still finds hard to attract & hold. 
▪ Another strategy is the one chosen by the five food brokers mentioned above to create a European company by transnational merger or affiliation. But a large number of European privately held companies seem to opt for least likely work, merger or affiliation of their own non-European, national firms in their own country, thus creating national miniconglomerates. Others are giving up & trying to sell their businesses is large publicly held companies in their own countries. 
▪ What makes decisions doubly difficult & highly emotional is that they are entangled in the 'generation gap' in the European privately held firms. The people who build the businesses after World War II are reaching retirement and their whole experience has been within one domestic economy. The generation about to take over has, however, grownup as ' European'. Where the other people see European economic integration as a treat, the younger ones see it as an opportunity. 
▪ Altogether the most important decision a European company has to make – but also an American multinational operating in Europe - is whether the Common Market will be primarily a market of competing national economies or of competing European Business. 
▪ For clarification, Deutsche Bank sees the European financial market as a common market for competing individual banks. Indeed, Deutsche Bank itself is most closely affiliated have made it equally clear that they foresee a different Europe in which very large but purely national enterprises compete against one another. 

Q.10 Throw the light on the incident of taxation in America & Japan. 

A.10 Mr. Peter Drucker explains us that, we understand that in the span of last 40 years, Joseph 
Dodge that nothing works as well as in a developed country as legalized tax avoidance his tax-exempt in Japan paid pitifully low interest – never more than 2 percent per annum. Yet the Japanese could not get enough of them. The money savings in America's IRAs and in its Keogh Plans for the self-employed are often more than real. Yet they are always highly 

popular. As attorneys and accountants will attest, people rush into the most dubious 'tax shelters' just because they want to beat the tax collector. 
In other words, we know that how to jack up America's depressing savings rate & how to bring down America's prohibitively high cost of capital. It is a matter of the level than of the 'incident' of taxation – which is economist's double-talk for a chance legally to avoid taxes? We also know that Keynes was right when he said that high cost of capital destroys 'confidence' & inhibits investment. Few investments will earn enough to repay capital cost of 15 percent = but many can easily turn 5 percent, which is what the Japanese pay. 
There are indeed profound differences between Japan's society & the West, especially the U.S. But there is little or nothing that the U.S. & the West as a whole can do about whatever Japanese differences there are. We can do, however, quite a bit to get rid of, or at least to assuage, the enormous competitive disadvantage we suffer vis-à-vis the Japanese through or prohibitive cost of capital. It is not 'structural'; it is the result of an inadequate savings rate caused in the main by our clinging to the belief in the consumption-driven economy against our own experience and against all the evidence. 

Q.11 Who is the world largest producer & exporter of agriculture? 

A.11 Mr. Peter Drucker explains by following note regarding the world largest producer & exporter of 
agriculture. 
The U.S. is the world largest producer & exporter of agricultural products. From the total of the manufacture the one third in the U.S., this is traceable directly from trade to this collapse in prices & demands. Another third or so is owing to the impact of the raw-materials depression on what traditionally was one of the U.S. manufacturers' best foreign customers – Latin America. Indeed, in most Latin America countries U.S. imports traditionally accounted for half or more all manufactured-goods imports. 
The trade deficit will not be eliminated by increasing exports of manufacture goods to Western Europe & Japan. Indeed if Japan removed all restrictions to U.S. imports, U.S. exports would at most grow by $5 billion. The U.S. will be hard pressed to maintain current export volume with the developed world in the years ahead, when world-manufacturing competition is bound to intensity. 
We also cannot realistically expect food exports to bounce back. For a few short years ahead, there may be sharply increased demand to assuage almost certain famine in the Soviet Bloc, but food relief on a massive scale can be maintained only for a few short years. Yet the U.S. trade deficit cannot continue indefinitely & perhaps not even for many more years. 
The interest payments on the debt due our suppliers already greatly exceed our capacity to earn foreign exchange to service them. While the foreign creditors can convert their dollar claims into U.S. assets – that is, by American businesses & real estate – most economists consider this to be harmless & perhaps beneficial, 'buying America' clearly will not be tolerated long politically. 
In fact, there are, only two ways to cut the trade deficit. In that wrong but traditional way, a very sharp recession cuts domestic consumption by 10% or so. The alternative : a revival of Latin America as a customer for U.S. manufactured goods. 
It would be a great deal easier to turn around Latin America than to around Eastern Europe, the region on which most attention is focused now. Latin America is a home to 300 million people – almost as many as in the Soviet Bloc. In sharp contrast to Soviet Bloc, Latin America comfortably feeds itself & has a substantial surplus of both food & industrial raw materials. In the larger countries, there is an excellent supply of well-trained engineers, entrepreneurs, accounts, economists & lawyers. They didn't have to be 'reeducated' to function in a free economy. Until the raw materials depression hit, Latin Americans worked effectively in a market economy & participated in rapid economic growth. There is enormous pent-up demand for goods of all kinds. 
Finally, Latin America, unlike the Soviet Bloc has an adequate supply of capital. Indeed, Latin America probably has three times as much as capital – or more – than it has foreign debt. There is only one thing wrong with it : It is not Latin America. It has been driven out systematically – and often purposefully – by government policy. 

But if the money that is now in Miami & New York, Zurich & Geneva – but also in the mattresses of virtually all but the poorest families in the Latin America – could be enticed into productive investment at home, every Latin American nation, save perhaps the smallest and 
poorest, would have all the capital it needed for rapid economic growth. The holders of Latin America's capital are willing & indeed eager, to invest their money at home if only their governments were to stop expropriating saving & investment through inflation & punitive taxation and were to stop discouraging productive investment through the granting of monopolies to military & governmental enterprise. Because of these policies, even the shoeshine boys in Buenos Aires & Sao Paulo demand to be paid in dollars. 
We should be done clear as much as necessary, to stop inflation by turning off the spout of government spending; take apart the abominably overstaffed & unproductive monopolies owned by government's political or military especially in Brazil & Argentina or by government's political allies & ministers' relatives connections in case of Mexico. We should cut excessive nominal tax rates that discourage honest enterprise & decrease actual tax collection. 
That these things can be done & without political catastrophe has been shown by two of the smaller countries i.e. Chile, under the directorship of Augusto Pinochet and democratic Bolivia. There is now widespread demand throughout the region for a return to sanity. 
Mexico has taken some big steps in the right direction, especially in dismantling protection for governmental monopoly industries; the immediate results have been most impressive. The first priority of the new government inaugurated in Brazil last week is to sell more than a hundred unproductive, overstaffed and loss-making governmental enterprises. The albatross of the foreign debt that the Latin American countries incurred when the raw-materials economy collapsed has largely been removed – it has been written down all but legal literature. 
Latin America's turnaround is in other words, no longer a matter of economics, but largely of the political will. It requires, above all, the backbone not to cave in – as did the governments of both Argentina & Brazil in both 1988 & 1989 – the first protest by a powerful group such as the labour unions or the army. The things that need to be done will at first be painful and unpopular. However, within a year they will begin to produce results & to enjoy wide popular support. 
But the U.S. too, has a crucial role to play; to stop the well meaning but destructive policies it has pursued for almost 40 years. To help assuage the pains, Latin America may be needs small short-term loans. But of the past four decades, the favourite 'aid' polices – government to government aid; military aid, World Bank loans – must not be continued. They are largely to blame for the current crisis of the constituents. 

Q.12 What do you know about Latin America? 

A.12 Mr. Peter Drucker let us know the following realities regarding Latin America. 
Latin America is a home to 300 million people – almost as many as in the Soviet Bloc. In sharp contrast to Soviet Bloc, Latin America comfortably feeds itself & has a substantial surplus of both food & industrial raw materials. In the larger countries, there is an excellent supply of well-trained engineers, entrepreneurs, accounts, economists & lawyers. They didn't have to be 'reeducated' to function in a free economy. Until the raw materials depression hit, Latin Americans worked effectively in a market economy & participated in rapid economic growth. There is enormous pent-up demand for goods of all kinds. 
Latin America has an adequate supply of capital. Indeed, Latin America probably has three times as much as capital – or more – than it has foreign debt. It has been nothing wrong with Latin America, which is driven out systematically – and often purposefully – by government policy. 
But if the money that is now in Miami & New York, Zurich & Geneva are the poorest families in the Latin America – could be enticed into productive investment at home, every Latin American nation, save perhaps the smallest and poorest, would have all the capital it needed for rapid economic growth. The holders of Latin America's capital are willing & indeed eager, to invest their money at home if only their governments were to stop expropriating saving & investment through inflation & punitive taxation and were to stop 

discouraging productive investment through the granting of monopolies to military & governmental enterprise. Finally, of these policies, even in Buenos Aires & Sao Paulo the shoeshine boys demand to be paid in dollars. 
We should be done clear as much as necessary, to stop inflation by turning off the spout of government spending; take apart the abominably overstaffed & unproductive monopolies owned by government's political or military especially in Brazil & Argentina or by government's political allies & ministers' relatives connections in case of Mexico. We should cut excessive nominal tax rates that discourage honest enterprise & decrease actual tax collection. 
Latin America's turnaround is in other words, no longer a matter of economics, but largely of the political will. It requires, above all, the backbone not to cave in – as did the governments of both Argentina & Brazil in both 1988 & 1989 – the first protest by a powerful group such as the labour unions or the army. The things that need to be done will at first be painful and unpopular. However, within a year they will begin to produce results & to enjoy wide popular support. 
But the U.S. too, has a crucial role to play; to stop the well meaning but destructive policies it has pursued for almost 40 years. To help assuage the pains, Latin America may be needs small short-term loans. But of the past four decades, the favourite 'aid' polices – government to government aid; military aid, World Bank loans – must not be continued. They are largely to blame for the current crisis of the constituents. 
Latin America needs the political support for policies, as per Mr. Peter Drucker's assumptions, that reward enterprise & discourage monopolies & protectionism, which stress savings rather than spending, & the economic growth rather than growth of the bureaucracy. 
In addition, these all policies also required precisely because the U.S. needs Latin America, means Latin America is the essential part for the U.S. that we know. 

Q.13 What is the foundation of leadership? 

A.13 The foundation of effective leadership is thinking through the organization's mission defining, 
establishing it clearly and visibly. 
▪ The leader sets the goals, sets the priorities & sets and maintains the standards. 
▪ He makes the compromises indeed the effective leaders are painfully aware that they are 
not in control of the universe. (Misleaders are only, the Stalins, Hitlers, Maos that are 
suffering from the delusion. 
But before accepting a compromise, the effective leader has through about the right & 
desirable. The Leader's first task is to be broadcast the sounds a clear sound. 
▪ The second need for the leader is that he sees leadership as responsibility rather than as status & freedom. Effective leadership is rarely 'permissive'. However, when things go wrong – and they always do – they don't blame others. 
▪ Effective leader knows that he & no one else, is ultimate responsible, he is not afraid of strength in associates & subordinates. 
▪ The effective leaders always go for strong associates; he encourages them, pushes them indeed glories in them. 
▪ Because his associates & subordinates, he also sees the triumphs of his associates & subordinates rather than threats. 
▪ A leadership may be personally vain – as General Mac Arthur was to an almost pathological degree. He may be personally self-effacing – both Abraham Lincoln & Harry Truman were so almost to the point of having inferiority complexes. However, all three wanted able, independent, self-assured people around them. So did a very different person: Ike Eisenhower, when supreme commander in Europe. 
▪ In an effective leadership, leader should know of course, that there is a risk : able people tend to be ambitious. But he realizes that it is a much smaller risk than to be served by weakness. He also knows that gravest indictment of a leader is for the organization to collapse as soon as he leaves or dies, as happened in Russia the moment Stalin died & as happens all too often in companies. 
▪ In an effective leadership, leader should know the ultimate task of leadership is to create human energies & vision. 
Mr. Peter Drucker explained the above steps for foundation of leadership. 

Q.14 Write down rise & fall of the blue-collar job worker. 

A.14 Mr. Peter Drucker explains the following notes for rise & fall of the blue-collar job. 
▪ The rise of the blue-collar job :- 
Eighty years ago American blue-collar workers, work hard 60 hours a week, made $250 a year at most or one-third the price of that 'low-priced miracle', Henry Ford's Model T. They had no 'fringes', no seniority, no unemployment insurance, no Social Security, no paid holidays, no overtime, no pension – nothing but a cash wage of less than one dollar a day. Today's employed blue-collar worker in a unionized mass-production industry (steel, automotive, electrical machinery, paper, rubber, petroleum) working 40 hours a week earns about $50,000 a year – half in cash wages, half in benefits. Even after taxes, this equals seven or eight new small cars, such as the South Korean Excel or 25 times the worker's 1907 real income. The rise in social standing & especially I political power, has been greater still. After some times, it is suddenly all over. 
▪ The fall of the blue-collar job :- 
There is also no parallel history to the rapid fall of the blue-collar worker during the past 15 years. As a proportion of the working population, blue-collar workers in manufacturing have already decreased to less than a fifth of the American labour force from more than a third. By the year 2010 – less than 25 years away – they will constitute no longer a proportion of the labour force of every developed country than farmers do today – that is, a twentieth of the total. The fall will be greatest precisely where the highest-paid jobs are. Blue-collar employment in the U.S. 15 or 20 years hence will hardly be more than half of what it now is, even if there are no imports at all – and automobile blue-collar employment is already down 40 percent from its peak, less than 10 years ago. No wonder the unions do not regard the fast growth of high-paying knowledge jobs as a compensation for the steady fall in the numbers, power, prestige & income of their constituents. Yesterday' blue-collar workers in manufacturing were society's darlings; they are fast becoming stepchildren. 
This transformation was not caused by a fall in production. U.S. manufacturing output is steadily expanding, growing as fast as gross national product or a little faster. The fall of the blue-collar worker is not a matter of 'competitiveness' of 'government policies' of the 'business cycle', or even 'impacts'. It is structural & irreversible. 

Q.15 What do you know about 'double breasting'? 

A.15 Mr. Peter Drucker explains about 'double breasting' by following ways: 
In major American building industry has – working side by side – union shop with tight job restrictions and Non-union shops without them. Both the same company often owns shops – it is called 'double breasting' in the industry – with same people running them as per Mr. Peter Drucker's thought. He further added that the time it takes to do the individual job, e.g. connecting a drainpipe, is extremely the same in both. Yet the crew working under work rules & job restriction needs two-third more people to do the same job in the same job in the same time. 
A 'double-breasted' contractor recently ran a study on two nearly identical projects done by his company, one by a union crew, the other by a nonunion crew. The nonunion crew worked an average of 50 minutes out of every hour. The union crew worked an average 35; the rest of the time it was forced to wait – for someone to come back from the restroom or for a journeyman to become available to do work an apprentice could easily have done but was not handed for 40 minutes until a man qualified to drive a truck had come back from the shop with a replacement part. When that happened on the nonunion project, the foreman ran the errand and the work continued. 
The result : the unionized crew required a crew of eight, five workers did the nonunion job. Interestingly, the large Japanese contractors who are considered models of efficiency work with roughly the same productivity, all observers agree, as American nonunion contractors. 
Work rules & job restriction also explain in measure the higher productivity of the Japanese-owned plants in the U.S. & Europe. The best-documented example is an English one. In the Nissan's plant in the Midlands a worker turns out 24 cars a year. At the Half of that difference may be Nissan's buying many more parts on the outside than does Ford. This still 

leaves productivity differential of 2 to 1. Yet the time it takes an individual worker to do any one operation – positioning the engine on the chassis, for instance – is pretty much the same in the both plants. However, Dagenham has 125 job classifications, each restricting the workers to one small task: Nissan has 5 classifications. 

Q.16 What is Market Economy? 

A.16 As per Mr. Peter Drucker, an American marketing executive one spring visited to the Czech 
provincial Company, in which she had been born & raised and which she left, 22 years ago, 
fresh out of college, when Russian tanks crushed the 'Prague Spring' in 1968. 'I was 
immediately asked,' she reports, to hold a seminar on marketing for the top people in the 
city's five big factories. I started out by telling them how our company in the U.S. operates. 
We have 2500 employees & are number three in a small but highly competitive & fast- 
moving market. I soon realized that I made no sense to my audience. 'So I stopped and said 
: "I have the feeling that you define a competitive market as one in which prices are kept high enough for every competitor to make a good profit." "That's exactly right," they all said. "After all, in all, in a market economy a business has to make a profit." "No," I said, "in a market economy it has it has no earn a profit." & there was a look of utter bewilderment on every face.' 
Very few, if any, people in Central Europe still believe in communism as a political, a social, a 
economic or a moral system. They want political freedom. They want the incomes & the 
goods that they know only a market economy can provide. But do they yet know - & how 
could they possibly know? – that in a market economy there is no 'profit' but only 'profit & loss; 
no 'reword', but only 'risk & award'; and that freedom is not just the absence of restrain but 
self-discipline & responsibility? 

Q.17 Describe Imaginative Experience. 

A.17 Mr. Peter Drucker gives the following notes on Imaginative Experience: 
▪ Description of Imaginative Experience:- 
The China has promoted 'village industries' for the help of unemployed peoples. These may 
be most Imaginative social experiments going on any place today, but at their most 
successful they could employ only thousands, not millions. 
There are neither jobs nor housing for them in the overcrowded desperately job-short cities. 
Indeed, the first demand of urban workers on the enterprises that employ them is that they 
start new business to provide jobs for their own jobless children. 
Overpopulation has been the curse of China for 200 years & in large part has been 
responsible for the social spasms periodically wrecking the country from Taiping Rebellion of 
the 1850s to Mao Tse-tung's 'Cultural Revolution' 20 years ago. But despite draconic, not to 
say brutal, birth control imposed by the present regime, population is still growing & with it 
the need for jobs. 
Hence, the Chinese are caught on the horns of a fearful dilemma between the imperative of economic performance and the imperative jobs. Only very rapid economic growth & stellar economic performance can ultimately provide the jobs. But fast growth & economic performance, whether on the land or in industry, require giving priority to productivity & profit, along with the willingness to close inefficient plants & lay off their employees – and also the willingness to fire or demote inefficient or lazy workers. 
Yet the present regime owes much of its popular support to the promise of lifetime employment regardless of performance thus must aggravate the job pressures that already are a central problem. This would hit hardest those people least able to fend for them, the least skilled, least productive, least energetic & least trained – in a country, that knows neither labour mobility nor training. 
Adding to the difficulty are the different priorities of the central & local governments. The emphasis in Beijing is of necessity on economic performance; all the talk is of the need for more profit, higher productivity, and more plant discipline. For the central government, a vastly increased supply of customer goods – and of goods of vastly improved quality – must be the first priority. Without the incentives that only, an increased customer-goods supply 

can provide the economic drive, both on the farm & in the cities, would sooner falter; it shows signs of slowing down now. 
But in the provinces, the cities & the villages, jobs are the first priority. The constant pressure on local governments to provide jobs experiences, for instance, why there are now 30 million bicycles in government warehouses that are so shoddy they are unsaleable even though the bicycle is China's main vehicle. Provincial & city governments forced local manufacturers to keep on making the bicycles long after they had become unsaleable – the alternative would have been layoff. Similar surpluses of unsaleable poor-quality goods, made only because 
the goods provided employment for large numbers of unskilled & untrained people are said to be building up in tractors, black & white TV sets & light trucks. 
Equally difficult is the second dilemma confronting the Chinese policymakers: the choice between economics growth & inflation. Growth will require dismantling the spider's web of regulations, controls & negotiations the paralyses economic activity & forces managers to spend three-quarters of their time negotiating with myriad government & party agencies. Prices & wages are so grossly distorted that no one really knows what an enterprise, an industry or a village community actually produces let alone at what cost. 
For example, businesses are charged a 5 % interest rate on all the money they take in – yet the inflation rate is 8 % or 9 %, so that businesses actually are subsidized by a negative rate of interest (there are persistent stories of businesses that borrow from the state bank of at 5% & smuggle the money to Hong Kong, where it yields up to three times that). Since the real cost of money in China – a country with a critical shortage of capital formation – is probably close to 20%, the much-vaunted 'profits' of Chinese enterprises are pure fiction; doubted by Mr. Peter Drucker, there is a single Chinese business that is actually in the black. All other prices – for raw materials, finished goods, housing or labour – are similarly out of touch with reality. 
Worse still, all costs – for raw materials, finished goods, wages, taxes, shares in the fictitious profits, rents & so on – are constantly negotiated by each enterprise with a multitude of governments, party agencies & work councils. Enterprises commonly pay four different prices for the same raw material : one price for the 30% supplied by the central government, another for the 30% supplied by the provincial government, a third for 10% supplied by the city& another price for the last 30% obtained in batter deal from customers. In each of these deals, there are different 'concessions' – a higher tax provincial & local authorities : or better-quality goods at lower prices for the better partners. 
There will be little economic growth unless this nightmare of regulations & negotiations is replaced by the discipline of a market economy. There will be only more unsaleable goods like the 30 million shoddy bicycles. – and no incentive for farmers or workers. But removing controls is almost certain to bring sharp prices increases. In relation to incomes, China's prices are actually a bloated & singularly inefficient labour force – they are kept artificially low. 'Eventually a market economy will, of course, correct the imbalance. But 'eventually' may mean four or five years, perhaps even longer, as China is still desperately short of trained & skilled people able to exploit the opportunities of a free economy. 

Q.18 How to manage the Boss? 

A.18 Mr. Peter Drucker explains us the following steps to manage the Boss. 
• First is to put down a piece of paper a "boss list," everyone to whom you are accountable, everyone who appraises you & your work, every on whom you depend to make effective to your work & that of your people, which is useful to the Managing the Boss. 
• Second is to go each of the people on the boss list at least once in a year & ask, "What do I do & what do my people do that helps you do your job?" & "What do we do that slow downs you & makes life more difficult for you?" It is our job to enable each of our bosses to pe

