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PREFACE AND ACKNOWLEDGEMENTS

Nation branding is about creating a nation’s valaed benefits for its people, and
sustaining its competitiveness. In this resealrcls, assessed that nations can sustain their
competitiveness through strategic nation brandhguation’s competitiveness has been
defined as the nation’s ability to create its cotitipe advantage and sustainable
development for its people. Nations have been niedsn terms of their competitiveness
yearly by a world index. However, it is questioretlhether such an index is sufficient to
provide nations with ways of improving and sustagniheir competitiveness. | will argue it
is time for nations to increase their abilitiescteate a nation brand which is the core value
of their competitiveness and then to manage ituinonation branding. This thesis aims to
help nations which are eager to find ways of natlmanding that improve their
competitiveness and make their people’s betteslive

Nations have followed a nation branding approaahsieveral decades. They are
currently deploying it in various ways. Since th#"1September 2001, the USA has
increasingly experienced negative feelings towakiiwerica. Incorporating the key
members of US corporations, cultural entertainmamd academia into the branding
process, the US government takes a proactive mlexpand its diplomatic efforts in
shaping “Brand America.” Recently, the New York IRArmonic played American music
in the heart of communist North Korea in an histmoncert, and this is a way of branding
the USA throughsymbolic actions such as “musical diplomacy.” The Eets forth
Europe’s identity and image, attempting its ownnblrbuilding efforts. Nations in the EU
have been re-branding their identities and imadesugh cultural attractions, creative
knowledge and competences. Asian countries havatetteauthentic experiences for
tourists and business people, and are co-branditig a@mpanies or service brands to
improve their national images.

Some nations have achieved good results over diaathatshort time periods. Others
may have spent lots of money without any brandcesfeUntil the end of 1990s, nation
branding was vague in its terminology, and was Bingart of promoting a country’s
image. However, the United States — renowned ashipleest nation brand value —
deliberately focuses on improving Brand America.e Tideas of nation branding and
sustainable competitiveness provide nations withodpinities why and how they adopt
nation branding for their competitiveness.

During the writing of this thesis, many of the ide@ame from previous researchers,
media and books, which gave me enormous insigkaswhy nation branding is necessary
to nations and how it contributes to knowledge.abfdition, | have gained precious
knowledge about how to conceptualize nation brapdasearch. In particular, 1 would like
to express my deep respect for Prof. Dong Sung &t Simon Anholt. They put the
fundamental stone of nation branding study intodag@ic thought and into practice. In
particular, 1 would like to convey my pleasure teitk Dinnie. When | opened his book —



‘Nation Branding’ — | was so pleased to have it ara$ challenged to contribute to nation
branding study with a good quality thesis. Theisgian for and love of nation branding
have inspired my strong motivation to continue tiesearch. My special thanks go to John
Coleman of IDA Ireland, Sang Wook Kim of KOTRA (Kea Trade-Investment Promotion
Agency), Do Hoon Kim of KIET (Korea Institute fondustrial Economics and Trade) and
Man Gi Jung of MOCIE (Ministry of Commerce, Indystind Energy of Korea). They
gave a lot of their time for interviews and datairses, and provided me with great
information regarding the Korean and Irish brandiso, | have benefited from many
experts who are working in the governments of Kaed Ireland. Specially, | would like
to thank Byung Gook Lee of the Office for Governméolicy Coordination of Korea.
When | started my research into nation branding063, he shared his great enthusiasm
for building a Korean Image and since then he hasngme invaluable support by
encouraging me to be a specialist in nation brandin

| have received great comments and advice from. B@fBruijn and Prof. A. Groen.
They gave generously of their time to review anchieeent on my thesis, and | have had the
great fortune to rethink and upgrade this thessethan their critical observations. Dr. Sirp
de Boer over the years has taught me how to writesis, and it is to him that this thesis
also is dedicated. | wish him a speedy recoverygaudl health.

| spent 2006-2007 as a visiting scholar in Londonversity, where | got motivated
with intellectual stimulus to extend my researcbpgc | am sincerely grateful to Soo Hee
Lee and my friends (TaeYoung, Tarig, JiSeon andSdag Also, | would like to thank
Prof. Jae Beom Kim of SungKyunKwan University andfPKen Nah of IDAS. | have
also benefited from many friends and colleagueBlIiKROS. In particular, | thank Kodo,
Asif, Alafi, Mustafa and Sara who have given meagjreupport during the years. Mariska
and Wouter helped me to translate the summarybuoteh, which | very much appreciate.
Our UT members and Korean Professors have beenrowy supporters over the years.
Goldking, my friends and Six-Maya are always exadllpatrons.

As always, my deepest debt is owed to my husbandgYcook Choi, and my family.
| would like to dedicate all the glory of this thed¢o my grandmother and my parents.
When | have been exhausted, they came to my dratdngwod luck and encouraged me to
restart. | am very happy to make my aunts and snsisters (EunHee, SooJin and HaedJin),
brothers (DongHoon, Daniel, JungKyu, DongHo, Seumgi] SeungGoo and SungHoon)
and their children proud of me.



SUMMARY

In this era of increasing globalization, nationtelpt to attract foreign investors,
tourists and creative workers into their countrtesncrease market share and to command
premium prices in global markets. To improve naiodevelopment and competitive
advantage both internally and externally, natiansta obtain nation brand equity which is
based on both national identities and images ofbgjim ‘soft power’. To sustain these
values, nations rely on the continuing role of oratbranding. Research shows a wide range
of definitions of what nation branding is and hawwiorks in creating, improving and
sustaining a nation’s values and competitiveness.

Nation branding encompasses activities from coumiayning through to all the
collected activities of the country. Researchergsaifon branding have argued that nation
branding is a managed process of building the bridedtity, image and reputation.
Nations put efforts into nation branding with thelgh of various branding techniques.
However, there are limitations in the theoreticald apractical approaches to nation
branding. Firstly, the brand management of a naimften considered merely as a
simplistic notion of creating a visual identity communicating a promotional campaign.
Secondly, despite the nature of nation brandinglinag complex multidimensional facets
and unpredictable tasks, research has mainly beeted to considering how a nation
brand should be managed and nation branding isnagea process conducted in a holistic
and systematic way. Thirdly, even though the exgsliterature on nation branding has
emphasized a nation’s brand and branding with Espe national development,
competitive advantage and sustainability contekiste has been limited attention paid to
explaining the relevance of nation branding wittspect to the sustainability and
competitiveness of nations. Particularly in regardhe notions of sustainability and brand
alignment, this research highlights the importan€eexplaining how a nation brand is
effectively managed and how nation branding alighe nation brand with country
management so as to achieve sustainable compeé&sigef nations. This research aims
assess the role of nation branding and create atsfjic management tool on nation
branding for the sustainable competitiveness oionat

To define the role of nation branding and develogtrategic management tool on
nation branding with respect to the sustainable pmiitiveness of nations, we focus on
performance in nation branding - the extent to Wwhilke variables in nation branding
contribute to the achievement of the sustainahhepatitiveness of a nation as the outcome
of nation branding. Particularly in respect of perfiance in nation branding, we highlight
the need to take a brand management approach bastk application of a systematic
model. This includes explaining how a nation brandlements may be integrated and
managed, and how nation branding achieves theisakta competitiveness of a nation in
a systematic way. Therefore, this research forrasl#tie following research questions: (1)
how does nation branding contribute to the sustbi@acompetitiveness of nations?



Moreover (2) how can we design a comprehensive dvaork for nation branding that
facilitates effectively the sustainable competiass of a nation?

We adopt a deductive approach to constructing ard¢tieal model that explains
performance in nation branding. A five-step strated systematic research contains:
reviewing the literature; building the research elpdleveloping the research protocol,
collecting and analyzing data; and extending tseaech model.

To develop an effective nation-branding model immie of the sustainable
competitiveness of nations, Chapter 2 reviews ifeeature concerning the concepts of
nation branding and sustainable competitiveness.oderview of the nation-branding
context with the domains of country-of-origin, pdagdevelopment and public diplomacy is
provided. The research focuses on four aspectsyoh#étion-branding concept that relate to
causal variables of performance in nation brand{dg:aligning a nation brand with a
national strategy; (2) building a nation brand tetgg; (3) building a nation brand identity
and image; and (4) managing nation brand behavidtie concept of sustainable
competitiveness as performance outcome in nati@mdang is examined in terms of
competitiveness and nation brand equity. Existirnglets of nation branding are evaluated,
and it is highlighted whether such models incorfothe key variables of nation branding
in terms of achieving sustainable competitiveness.

Chapter 3 presents a research model that can exmaiormance in nation branding.
The chapter includes the criteria for developingation-branding model, the typology of
models in general, and the compatibility of modetshation branding. Finally, we propose
the Nation-Branding Mechanism Model (NB-MM) as aetthanism-based process model’
explaining a dynamic sequence of brand behavidwat dontextually take place within a
nation-brand system and that influence the sudi@neompetitiveness of a nation. The
NB-MM sums up an input-process-output frameworkd dhe process consists of the
sequential phases of creating a nation-brand vi€BNBYV), setting a nation-brand goal
(S-NBG), developing a nation-brand strategy (D-NB8) operating a nation-brand
strategy (O-NBS).

To study the subject in its current setting, tleisearch selects two cases, namely the
Republic of Korea and the Republic of Ireland, loase the criteria as follows:

» Each has distinguished its own nation-specific tgaent path
Each has developed its own FDI or export brandystesn
Each has a similar category level of auto-iderdtfizn and country image, implying
the level of nation brand status
Each has undergone a period of evolutionary chainge epoch) inspired by
influential national leaders
Each has multiple events of nation branding baseldmgitudinal scope



Based on the performance criteria in the ‘Natioasi8ling Mechanism Model (NB-
MM)’, we analyze the ESTI (Export, Science, Teclugyl and Industry)-brand system of
Korea and the FIEK (FDI, Industry, Enterprise andolledge)-brand system of Ireland.
Exploring the nation-specific branding mechanismthiw the nation-brand systems, our
research identifies the cross-case patterns indbrgnData collected about Korea’'s and
Ireland’s branding show similarities and differemae the nation-branding process. In
particular, testing the model on the Korea andafrdl cases, this research highlights the
important empirical findings in nation brandingfadows:

= Nation branding is a process that must align wituntry management and

influences the sustainable competitiveness of iamat

= Nation branding is the process that needs a sysitea@proach to building a nation

brand.

= Nation branding is the mechanism-based processsthattures a set of activities

carried out by branding actors.

= Nation branding is an ongoing and iterative prodesslevelop and maintain the

nation-brand system and to influence the sustagnedrnpetitiveness of a nation.

Investigating contextual variables of the natioargling process through empirical
testing, the research affirms the ‘Nation-BrandMgchanism Model (NB-MM)’ as an
effective model for explaining performance in natioranding. Through developing the
NB-MM, this research contributes to the buildingaobody of knowledge of defining the
role of nation branding as strategic management foo achieving the sustainable
competitiveness of a nation. Firstly, in concretems, the study provides a strategic
management process model that is suitable for ialigthe nation brand with country
management and explaining the management role tafnnbranding that influences the
sustainable competitiveness of the nation. Seconaly highlight the adoption of a
mechanism-based process model to explain how rsatlenelop a nation-specific brand
system and therefore provide a mechanism-basednnbatanding theory. Thirdly, this
research contributes to providing the reality-baseohd management approach to building
and managing the nation’s identity and image. Bmalr study contributes to designing a
strategic nation-brand management model that @esystematically the nation-brand
system and sustains effectively the nation’s coripeness.



SAMENVATTING

In het tijdperk van toenemende globalisering trachtlanden buitenlandse
investeerders, toeristen en creatieve medewerlkgrgeatrekken om hun marktaandeel te
vergroten en premiumprijzen te verkrijgen in gegliseerde markten. Om nationale
ontwikkeling en concurrentievoordeel te verbetemwel intern als extern, beogen landen
voordeel te behalen met hun 'nation-branding’ gedydsop zowel hun nationale identiteit
als hun beelden van symbolische 'soft power'. Ope deaarden te verstevigen vertrouwen
landen op de voortdurende functie van nation-brapdUit onderzoek komt een breed
scala aan definities naar voren met betrekkingvadtnation-branding is en hoe dit werkt in
het creéren, verbeteren en in stand houden vanadeden en het concurrentievermogen
van landen.

‘Nation-branding' omvat activiteiten vanaf de naawgg van een land tot en met alle
verzamelde activiteiten van het land. Onderzoelgjzen er op dat nation-branding een
gestuurd proces is van het opbouwen van merki@gntimago en reputatie. Landen
werken aan nation-branding met behulp van uiteemdp branding-technieken. Echter, er
bestaan beperkingen in de theoretische en praktisehaderingen van nation-branding. In
de eerste plaats wordt het merkbeheer van een Jaall slechts beschouwd als een
eenvoudige gedachte van het creéren van een vigleglgteit of het communiceren van
een promotiecampagne. In de tweede plaats heettromek, ondanks dat de aard van
nation-branding complexe multi-dimensionele fageten onvoorspelbare taken betreft,
zich vooral beperkt tot het beschrijven van hoe restion-brand moet worden bestuurd en
dat nation-branding een bestuurd proces is daewgrd wordt op een holistische en
systematische manier. In de derde plaats, ondaakslal nation-branding literatuur het
belang benadrukt heeft van een nation-brand endlmgmmet betrekking tot nationale
ontwikkeling, concurrentievoordeel en duurzaamhamtdexten, is er beperkte aandacht
besteed aan het uitleggen van de relevantie vaonAatanding met betrekking tot de
duurzaamheid en het concurrentievermogen van landdret bijzonder ten opzichte van
noties van duurzaamheid en merkgerichtheid wordtitronderzoek de nadruk gelegd op
het belang van het verklaren hoe een nation-bréedtief wordt bestuurd en hoe nation-
branding het nation-brand op één lijn brengt met laadsbestuur teneinde duurzaam
concurrentievermogen van landen te bereiken. Ditecroek beoogtle rol van nation-
branding te beoordelen en een strategisch nati@mntliing managementgereedschap te
creéren ten behoeve van het duurzaam concurrenigen van landen.

Om de rol van nation-branding te definiéren en @n strategisch management-
gereedschap te ontwikkelen ten behoeve van hetzdongr concurrentievermogen van
landen, staat centraal hoe landen presteren metkkitg tot nation-branding. Met
presteren wordt bedoeld de mate waarin de variabelaation-branding bijdragen aan het
bereiken van het duurzame concurrentievoordeelesm land als resultaat van nation-
branding. In het bijzonder met het oog op de ptiestén nation-branding wordt de nadruk
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gelegd op de noodzaak om brand-management te benadls de toepassing van een
systematisch model. Daarbij wordt uitgelegd hoeetlEmenten van een nation-brand
geintegreerd en bestuurd kunnen worden, en hoendatanding op systematische wijze
leidt tot duurzaam concurrentievermogen van eeth. lemdit onderzoek worden daarom de
volgende onderzoeksvragen geformuleerd:@f)welke wijze draagt nation-branding bij

tot het duurzame concurrentievermogen van landea&riaast, (2) op welke wijze kan

een veelomvattend raamwerk voor nation-brandingdeorontworpen, dat effectief het
duurzame concurrentievermogen van landen bevordert.

We gebruiken een deductieve benadering voor dewph@an een theoretisch model
dat de prestaties van nation-branding verklaarth B#ategie voor het systematisch
onderzoeken omvat de volgende vijf fasen: het leéspor van de literatuur, het opbouwen
van het onderzoeksmodel, het ontwikkelen van hdemoeksprotocol, het verzamelen en
analyseren van data en het uitbreiden van het noelkesmodel.

Om een effectief model te ontwikkelen voor het dauane concurrentievermogen van
landen, bespreekt hoofdstuk 2 de literatuur ovesateepten nation-branding en duurzaam
concurrentievermogen. Er wordt een overzicht gegeas de nation-branding context met
behulp van de domeinen 'land van herkomst', 'maatskkeling' en 'publieke diplomatie'.
Het onderzoek richt zich op vier aspecten van hefdconcept nation-branding, die
betrekking hebben op causale variabelen van demhtanding prestaties: (1) het in
overeenstemming brengen van een nation-brand nretnegonale strategie; (2) het
bouwen van een nation-brand strategie; (3) het kbauvan de nation-brand identiteit en
imago; en (4) het managen van nation-brand gedtdgt concept duurzaam
concurrentievermogen als prestatieresultaat vamomatanding wordt bestudeerd in
termen van concurrentie-vermogen en nation-branthegen. Bestaande modellen van
nation-branding worden geévalueerd en er wordt geme of dergelike modellen de
hoofdvariabelen van nation-branding omvatten tdrobee van het bereiken van duurzaam
concurrentie-vermogen.

Hoofdstuk 3 presenteert een onderzoeksmodel darestaties van nation-branding
kan verklaren. Het hoofdstuk bevat de criteria vbet ontwikkelen van een nation-
branding model, de typologie van modellen in hgealeen, en de verenigbaarheid van
modellen van nation-branding. Tenslotte stellen ket 'Nation-Branding Mechanism
Model' (NB-MM) voor als een procesmodel gebaseem roechanismen, dat de
dynamische opeenvolging van merkgedragingen vetktha contextueel plaatsvinden in
een nation-brand systeem en die het duurzame centevermogen van een land
beinvioeden. Het NB-MM omvat een input-proces-otutpamwerk; het proces bestaat uit
de opeenvolgende fasen van het creéren van eem4tatind visie (C-NBV), het bepalen
van een nation-brand doel (S-NBG), het ontwikkelan een nation-brand strategie (D-
NBS) en het uitvoeren van de nation-brand strat@giblBS).
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Om het onderwerp te onderzoeken in de huidige omgeselecteert het onderzoek
twee cases, namelijk de Republiek Korea en de Rigpukerland, op basis van de
volgende criteria:

» Elk heeft een eigen landenspecifieke ontwikkeligspnderkend.

» Elk heeft haar eigen branding systeem ontwikkelecte buitenlandse
investeringen of export.

» Elk heeft een vergelijkbaar categorieniveau vahdesitificatie en landenimago,
wat het niveau weergeeft van de status van heimatiand.

» Elk heeft een periode van evolutionaire verandeoimgergaan (d.w.z. tijdperk),
geinspireerd door invloedrijke nationale leiders.

» Elk heeft meerdere gebeurtenissen van nation-bmgrizBschouwd over een
langdurige periode.

Gebaseerd op de prestatiecriteria in het 'Natian@&ng Mechanism Model' (NB-
MM) analyseren we het ESTI-merksysteem (Export,es@ and Technology, and
Industrial development) van Korea en het FIEK-mgsteem (FDI, Industry, Enterprise
and Knowledge development) van lerland. Door heleoroeken van de landenspecifieke
branding-mechanismen binnen de nation-brand sysiéteatificeert onze studie de cross-
case-patronen met betrekking tot branding. De veeide data over de Koreaanse en lerse
branding laten overeenkomsten en verschillen ziehet nation-branding proces. In het
bijzonder, door het testen van het model op de &uorse en lerse cases, benadrukt dit
onderzoek de volgende belangrijke bevindingen tronebranding:

= Nation-branding is een proces dat overeen moet konet het landenmanagement
en het beinvloedt het duurzaam concurrentievermegereen land.

= Nation-branding is een proces dat een systematlsshadering vereist om een
nation-brand op te bouwen.

= Nation-branding is een proces dat op mechanismgehiaseerd en dat een set
activiteiten structureert die uitgevoerd wordenrda@nding-actoren.

= Nation-branding is een voortdurend en iteratietpsoom het nation-brand systeem
te ontwikkelen en te onderhouden en om het duurzasourrentievermogen van
een land te beinvloeden.

Door het onderzoeken van contextuele variabelerheamation-branding proces door
middel van empirische testen bevestigt de studieNeaion-Branding Mechanism Model'
als een effectief model om prestaties van natiamding te verklaren. Door de
ontwikkeling van het NB-MM draagt dit onderzoek l@pn het opbouwen van een
kennisgebied over het definiéren van de rol vanondiranding als een strategisch
management-tool om duurzaam concurrentievermogere®a land te bereiken. Ten eerste
biedt deze studie in concreto een strategisch nesmegt procesmodel dat geschikt is voor
het in overeenstemming brengen van het nation-bmagtdhet landenmanagement en voor
het verklaren van de rol van nation-branding mameyg, dat van invloed is op het
duurzame concurrentievermogen van het land. Teedwdenadrukken we het gebruik
van een op mechanismen gebaseerd procesmodel owerk&aren hoe landen een

viii



landenspecifiek brand-systeem ontwikkelen en biedaarmee een op mechanismen
gebaseerde branding-theorie. Ten derde biedt dleraoek een bijdrage aan de op de
realiteit gebaseerde brand-management benadenmmdeaieoeve van de opbouw en het
management van de identiteit en het imago van agtoam Tenslotte draagt deze studie bij
aan het ontwerp van een strategisch nation-branchgesmentmodel, dat systematisch het
nation-brand systeem creéert en effectief het aoectievermogen van het land

ondersteunt.
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CHAPTER 1 INTRODUCTION

1.1 RESEARCH BACKGROUND

Nation branding, along with globalization, has b®weoan emerging discipline
combining multiple dimensions of a country’s susadiility. It is considered an important
way of creating and improving national developmealue for the quality context of
human life and competitive advantage in global reekMoreover, nation branding is a
fundamental and powerful driver that enables natimnachieve their nation brand equity.
Ultimately, to sustain such national values, naioreed the continuing role of nation
branding.

To bring clarity to the role of nation branding, weed to define why nation branding
is an important domain for sustainability of nagofhis epistemological view of nation
branding has evolved in the marketing context @ahe hand. That is, nations have been
urged to transform national economic developmetotanmarketing challenge (Kotler et al.,
1997). They have been challenged to improve amatmuality of development in order to
attract and retain foreign investors, tourists arehtive workers. In addition, nations have
engaged themselves to earn market share and io ptmium prices in markets by
representing their export products and their brasdsttractive.

To sustain national development and competitiveaathge both internally and
externally, on the other hand, it requires natitnset these within the political context on
the basis of soft power. That is, the world ordas lhested on more than the traditional
balance of power alone as the attempts to divertattention of the aggressor and to
become more relevant to the liberal conception @foald society of peoples as well as
states (Nye, 1992). The science of nation-buildimgugh soft power has become a key
component of national power in maintaining the wantder (Fukuyama, 2004).

In line with the contexts of marketing a nation goaditical activity of nation-building,
most academics and practitioners readily acknovedtigt nation branding is a common
national practice and is often considered to bareapea for all the problems a nation faces.
However, in reality, both the economic and non-ecoic differences between nations
have widened, generating political, cultural andiaoconflicts that can threaten their
people. Nations are forced to position themseha&sed on both national identities and
images of symbolic soft power. Moreover, they drallenged to create both economic and
non-economic benefits for their peoples. Natiomtnag is considered to be a potentially
powerful solution to those gaps and conflicts andptoviding nations with economic,
social and cultural benefits for their peoples. Yesearch shows a wide range of
definitions of what nation branding is and how ibrks to create, improve and sustain a
nation’s values and competitiveness.



1.2 RESEARCH OBJECTIVE

A brand — a valuable intangible asset — is muchentioan a name, and branding is a
strategy problem, not a naming problem (Webster éldf, 2004:389). Pickton (2008)
refers to the brand as the total and ultimate esgioa of all the collected activities
undertaken by the brand owner and the experierfcd® drand user, and to branding as a
managerial process in which we seek to become emyromical, efficient and effective
by managing the inputs and a given set of outpAtsording to Louro and Cunha (2001),
brands retain a significant potential to enabledbkievement and sustenance of superior
performance. In contemporary managerial thouglktytdiue of a brand is thought to reside
in its ‘brand equity’, and brand equity stands &brand’s capacity to generate a future
value stream (Arvidsson, 2006). Based on thesematithe brand itself is the total and
ultimate concept based on both a value and a palteBtanding is about managing a brand
to achieve brand equity and to sustain superiofopeance outputs. Every nation is a
brand and most nations have had their brands ntadédm (i.e. national brands) (Loo &
Davies, 2006). Nation branding is the branding oaion and encompasses activities from
country naming through to all the collected actgtof the country. That is, based on the
notion of branding theory in general, nation bragds to manage a nation brand as a total
and umbrella concept to achieve nation brand e@uitito sustain the performance outputs
of a nation.

Recognizing that any nation will want to positianreposition itself as a nation with a
comparative advantage over other nations, resaarafte nation branding have discussed
the inherent challenges. Jaffe and Nebenzahl (239%:advocated that a country’s image
should be strategically determined and consistertitrolled by a branding approach. A
nation’s identity has been considered to be a dnritr to the creation and sustenance of a
distinctive competitive edge (Konecnik & Go, 200BL Given those imperatives, nation
branding has hitherto been considered as a managedss to build the brand identity,
image and reputation (Konecnik & Go, 2008; Loo &vigs, 2006; Passow, Fehimann &
Grahlow, 2005; Gnoth, 2002). These concepts ofonatiranding have led to the
development of the concepts of nation brand eguitybrand management.

To rebuild and improve their identities, images apgutations, nations have put
efforts into nation branding with the help of varsobranding techniques. The USA, for
instance, accounts for over fifty percent of thp 1®0 global product brands (Interbrand,
2007). Adopting a branding-based approach, sin€d 280e USA government and global
enterprises have been reinforcing public diplomaagyorder to build international
relationships with foreign audiences and to imprthasr reputations. As well as the USA,
nations such as the UK and Germany have followstndar track. Asian nations, since
the Asian crisis in 1997, have been keenly awar¢hefnecessity of building country
images (Temporal, 2001; Pantzalis & Rodrigues, 12®@ committed to building nation



brands. Transitional nations that are located istéfa Europe also have been struggling to
rebuild their identities and images; these havenbsmnsidered to be opportunities for
“leap-frogging” into EU membership. To rebuild ingsgas promising places for business,
countries in Africa have presented new roles oliglers of services, moving away from
the traditional reliance on exports (Francis, 2007)

Increasingly, nations around the world are embpaaation branding to differentiate
them on the world stage and to bolster their econgmarformance (Dinnie, 2008:23).
However, as Anholt (2007a) pointed out, there heenhba simplistic notion that the brand
management of a nation is synonymous with creadingsual identity or a promotional
campaign. Nations have, in fact, suffered limitat@n building their nation brands. Some
nations have focused on public diplomacy, but teycriticized for this as compromising
their image and reputation. Product brands buihsran economies, with their distinctive
nation images, usually attract low prices in thekebcompared to the premium prices
commanded by quality products and services. ReamkaZdort (2002) found that almost
$25m has been earmarked for promotion of the Pdiigind with little success. Foreign
investment flows that represent current world ecoiedrends and indicate financial-based
competitiveness display clear economic disparitiesveen nations. The flow of inward
FDI had been concentrated on industrialized ecoesr(67%) rather than industrializing
ones (33%) in the 1960s. In 2003, inward FDI wa% 68 industrialized nations, 28% in
industrializing nations, and just 3% in Central dBastern Europe (letto-Gillies, 2005;
UNCTAD, 2004). FDI inflows into developed nationgey again in 2007, which reduced
the share of developing nations in FDI inflows (UNKD, 2008).

Nations have recognized the vital importance ofettgying a nation brand, and have
tried to rebuild their image and reputation by ir&dyon their own learning processes.
However, nation branding is characterized by exélgnsomplex multidimensional facets
and unpredictable tasks — with multiple outputs]tiple stakeholders and multiple target
nations. Researchers have argued that nation Ingamgieds a strategic management tool
for sustainable improvement rather than just acssatapshot of the brand development. To
consolidate multifaceted notions into an integratedcept, they have argued that nation
branding requires a holistic and systematic appro&szondi, 2007; Gold, 2006;
Mihailovich, 2006; Freire, 2005; Papadopoulos, 900vat focuses both on reality and
strategic management of the nation brand (AnhdQ72; Zerrillo & Thomas, 2007,
Caldwell & Freire, 2004). However, despite the tletical and practical importance of
nation branding, the expanding body of literatuss paid limited attention to how a nation
brand should be managed and how nation brandindgpeanmanaged process in a holistic
and systematic manner.

Moreover, to create the concept of nation brandind its role in sustaining nations’
values, it is necessary to address the notionsistbmability as well as those of the brand
and branding. We can extend these notions to natianding and country management.
The existing literature on branding theory arguned the brand functions as the organizing



principle for the entire strategic process (Vandeel 2005), and branding is a powerful
means to secure a competitive advantage (Kotler &lleK 2006). Meanwhile,
sustainability implies a desire to maintain certaitnibutes and, at the same time, refers to
be most effective as an organizing theme arounatwaination and its subunits (such as
cities and regions) in transition develop a disseufor responding to change (Hanna,
2005). Researchers have extended these to then#mtinding notion. Anholt (2005a)
argued that branding is the part of the very fotioda of competitiveness in a free
marketplace and that any country which needs toongits competitive edge should take
a closer look at how branding works. MihailovichOQB) asserted that branding has
become a central tool in country competitiveneascdncrete terms, according to Pant
(2005), the aim of branding should be to pursuestauttial and holistic sustainability by
turning the ‘quality of context’ into ‘competitiv@dvantage’ in international business (Pant,
2005). However, even though the literature in matioanding has emphasized a nation’s
brand and branding with respect to competitive athge and sustainable development
contexts, there has been little attention paidxjgaening the relevance of nation branding
with respect to the sustainability and competite@nof nations.

In particular, to contend that a nation brand is tirganizing principle for the
country’s strategic process and nation branding gowerful engine for achieving the
country’s competitive advantage, it is necessannédion branding to align a nation brand
with the whole process of country management. igdtranding needs to start with a clear
point of view of what an organization should be @wband how it will deliver sustainable
competitive advantage (Clifton, 2004:2). Farquh2006:96) asserted that there is a
persistent need for improving brand alignment withiganizations. It is also true that such
need poses difficult challenges for managing tlgawization and its strategic brand (lbid).
The nation brand must be an organizing principleéhat heart of the country. Nation
branding needs to provide nations with the prirecgfl how nations can sustain their values
against change so as to achieve competitiveneds ihtgrnally and externally. It is
essential to consider how a nation brand can bectefely managed to achieve nation
brand equity.

Given the imperatives, this research highlights ith@ortance of explaining how
nation branding plays a role in creating and mamaghe nation brand and, particularly in
terms of sustainability and brand alignment notidrev nation branding aligns the nation
brand as a source of a nation’s competitiveneds @atintry management. The objective of
this research is expressed as follotesassess the role of nation branding and create a
strategic management tool on nation branding foe tustainable competitiveness of
nations.



1.3 PROBLEM STATEMENT

This research aims to define the role of nationnthiray and create a strategic
management tool on nation branding for the sudbéen@ompetitiveness of nations.
Reflecting the notions of establishing measuralddgomance outcomes (Papadopoulos,
2004) and the effective nation branding as the roostal challenge in branding nations
(Szondi, 2007), we highlight the importance of expihg performance in nation branding.

In general, performance is about how to evaluadestfectiveness, i.e. the relationship
between causal variables and outcomes (letto-&ilR805; Malina & Selto, 2003; Wells
& Wint, 2000). In the branding context, performanse measured by gauging the
effectiveness of brand-building activity from bramgestment through to business impact
(Munoz & Kumar, 2004). To help our understandingpefformance in nation branding,
this research refers to it as “the extent to whiahvariables in nation branding contribute
to the achievement of the sustainable competits®ioé a nation as the outcome of nation
branding.” To date, the existing literature in patibranding lacks in providing causal
relations in terms of performance in nation bragdifherefore, it is a critical challenge to
explain the effective performance in nation bragdiparticularly in respect of the
sustenance of competitiveness.

With respect to performance in nation branding highlight the need to take a brand
management approach that will eventually resultbmand value, focusing on the
effectiveness of the outcomes of branding (Pick&®@8). Considering brand alignment to
the country management, moreover, we emphasiz@dmagement role in nation branding
that must ensure a structured and systematic agptodhe management of a nation brand.
However, without an integrated system for brandimgprganization can achieve optimum
performance (Ryder, 2003). To bring about moresticlbrands and improve the quality of
life for people, we need a systematic model foatstgically building brands to help grow
and sustain stronger brands (De Chernatony, 200ddelling is a great future challenge
for the study of nation branding (Nebenzahl, 20Bgsearch has presented models in the
context of nation branding (Dinnie, 2008; Florek@nejo, 2007; Zerrillo & Thomas,
2007; and so on). However, they lack in providingatisfactory explanation of how a
nation brand’s elements may be integrated and ne@hiamga complete system, and how we
can understand the management role of nation brgnthiat achieves the sustainable
competitiveness of nations. Therefore, this resedocmulates the following research
guestions:

= How does nation branding contribute to the susthlaa&ompetitiveness of nations?
= How can we design a comprehensive framework faomdiranding that facilitates
effectively the sustainable competitiveness oftmma



1.4 RESEARCH APPROACH

Research questions defined above are consideresl tagory-building challenge.
Building a theory is more than just applying thehteiques by which data are collected and
procedures by which they are analyzed (EasterbykSehial., 2002).

There is a limited case of explicit theory that lexps nation brand management and
performance in nation branding (Szondi, 2007; Gusgon, 2005; Mihailovich, 2005).
However, nation branding has been implicitly or leey explained in the contexts of
national competitiveness and international businessketing that encompasses country-
of-origin, place development, and public diplomatiroughout these related notions, we
anticipate to explain how nations have been mawgatgirbuild their brand values and how
their performance in nation branding needs to h@icated for achieving sustainable
competitiveness.

Recognizing that a good theory is built throughesearch approach to building that
theory, this study adopts a deductive approactuildibg a comprehensive framework for
nation branding that facilitates effectively thestginable competitiveness of a nation. A
deductive approach — in which theories are contdufrom fundamental axiombgfore
data are collected (Bruce, 2003:2) — is suiteduiddimg a theory in cases in which there
are some explanations of phenomena or predictabilithe outcomes available (Saunders
et al., 2007; Collis & Hussey, 2003).

1.5 RESEARCH STRATEGY

Executing the research activities and building adehaare clearly connected with
undertaking a research strategy. Saunders et@7)Ztated that a research strategy is a
general plan of how the research will go about @sking the research question that the
study has framed, and insisted that any researctegy is affected by the research
approach adopted. Verschuren and Doorewaard (188B)ted that the most significant
decision to make when constructing a technicalaresedesign is what kind of approach
will be taken, and that the research strategyascttherent body for key decisions.

To assess the role of nation branding and cresteagegic management tool on nation
branding for the sustainable competitiveness ofonaf this research has formulated
research questions (section 1.3). Based on thardsebjective and research questions,
our study has adopted a deductive approach toibgila theoretical model that explains
performance in nation branding. To develop a reteatrategy that is relevant to a
deductive approach to building a theoretical modes, highlight several fundamental
notions. First, theory development requires a iseth of research materials (Glaser &
Strauss, 1967). Secondly, there are sequentiatstlgough which a deductive research
will progress, ranging from reviewing the literagumposing a hypothesis or a research



model, collecting and analysing the data to tesihd, if necessary, modifying the model in
the light of the findings (Hair et al., 2007; Saarglet al., 2007; Robson, 2002). Finally,
there is a research process by which the separgrtedients are combined into something
meaningful, such as formulation, execution and fincation (Hair et al., 2007). To
undertake research in a ‘systematic way’, it shoodd based on logical relationships
connecting research activities (Saunders et a.7R0

To build a sound theory (Bacharach, 1989) in nabimanding, it is suggested that a
research strategy follows the sequential stepemeiating a model as shown in FigThe
literature provides a background to the major isstegarding nation branding on the
sustainable competitiveness, which enables to dp\eeliable research model. Identifying
a research method, collecting and analysing thee tla¢ research model is extended.

Fig. 1 Research strategy for building a model

Reviewing the literature

v

Building the research model

v
Developing the research protocol

v
Collecting and Analyzing data

v

Extending the research model

(Source: Adapted from Saunders et al., 2007; Hait.e2007; Robson, 2002; Bacharach, 1989)

1.5.1 REVIEWING THE LITERATURE

The literature review section examines recent tbemvise historically significant)
research studies that act as a basis for our pedmisady (Cooper & Schindler, 2003: 101).
It is important to review the relevant literatunedasecondary data from comprehensive
perspectives, moving to more specific studies liaae a bearing on the research problem
(Ibid: 102).

The existing literature that discusses nation drapthias been recently extended by
specific journals (e.g. Place Branding and Publipl®@nacy, the Journal of Brand
Management), articles, and books. To define the ofl nation branding and create a
strategic management tool on nation branding f@ skistainable competitiveness of
nations, this research investigates the relevatgrature in nation branding and
competitiveness contexts.



1.5.2 BUILDING THE RESEARCH MODEL

In line with a deductive approach to building adiy it is necessary to develop a
clear theoretical position before moving to thelexilon of data (Saunders et al., 2007;
Robson, 2002; Verschuren & Doorewaard, 1999; Baaigrl1989). A model refers to a
representation of a system that is constructedulyssome aspects of that system or the
system as a whole (Cooper & Schindler, 2003:55)xofding to researchers (Rainisto,
2003; Miles & Hubermann 1994), tleepriori framework is used to guide the empirical
study and, through reformulations emerging from énepirical findings, enables us to
make the theoretical perspective more explicit.

Researchers in the context of nation branding Hauad that nation branding is a
complex and unpredictable branding process and l&ineously needs to encompass
contextual variables generated within a brandirag@ss. This study defines the variables
that relate to performance in nation branding altichately aims to develop a model that
explains a causal relationship between nation langnaind sustainable competitiveness of
nations. Considering the necessity of building arpriori framework in a deductive
approach, this research assumes that a provisiesehrch model is imperative in order to
allow data collection and to provide a solid théice¢ model for a theory of nation
branding.

1.5.3 DEVELOPING THE RESEARCH PROTOCOL

To collect data for empirical evidence, the initi@odel is operationalized and
guidelines for empirical testing are prepared. seggch protocol is an especially effective
way of dealing with the overall problem of increagithe reliability of empirical testing
and therefore needs to be developed and refined, (3003:57). Reliability is about
whether the research would be repeatable in laigdies in terms of findings and
conclusions, and the goal of reliability is to nnivize the errors and biases in a study before
entering the field (Yin, 2003; Eisenhardt, 1989).

There is no universal way of crafting a researatqmol. Some researchers adopt the
perspective of data and method triangulations based case study protocol, and narrate
the field procedure in line with maximizing constrwalidity. Moreover, Cooper and
Schindler (2003:86) insisted that a pilot testamducted to simulate the procedures and
protocols that have been designated for data ¢aliecand that the data-gathering phase of
the research process should typically begin witbt gesting. An important notion is, as
Yin (2003:67) insisted, that the protocol is mdrart just a questionnaire and contains not
just the instrument itself but also the proceduned general rules to be followed in using
that instrument.



To refine a provisional research model through eicgdi evidence and then to
develop a theoretical model for nation brandingreaearch protocol that increases
reliability and construct validity is consideredide essential.

1.5.4 COLLECTING AND ANALYZING DATA

After establishing a research protocol, a fielddgtdollows for the collection of
empirical data. After the data is collectéds necessary to edit it to ensure consistenay, s
as to make a sound analysis possible. Analyzing idaat the heart of building theory, but
it is both the most difficult and the least codifipart of the process (Eisenhardt, 1989:539).
Data analysis involves reducing accumulated dataa tmmanageable size, developing
summary measures and looking for patterns (Coop®cléindler, 2003:87). Moreover, it is
necessary to interpret the findings in the light tble research question, explore
relationships among variables and determine whethemresults are consistent with the
provisional research model (Ibid).

Several researchers suggest that it is necessamynwider a combined approach to
conducting an empirical study. They mean that datzlysis with data collection not only
gives the researcher a head start in analysisléntraore importantly, allows advantage to
be taken of flexible data collection methods (Emsedt, 1989:539). To explain causal
relationships between factors or contextual vaesloh the provisional research model, this
study takes an approach to combining data colleatith analysis.

1.5.5 EXTENDING THE RESEARCH MODEL

The theory-building process relies on the publiditedature, empirical observation or
experience, as well as on the insight of the tlsédoi build incrementally more persuasive
theories (Eisenhardt, 1989:548). Superimposed upemprovisional research model that
has emerged from the literature review and a deduejpproach for a new perspective in
nation branding, this study uses empirical testidgth empirical support from the
application of analytical procedures, the provisiomodel is revised in the light of the
newly found elements and a new model is finallyedeped. Through application of the
revised model, this research provides recommengafm performance in nation branding
in terms of both theoretical and practical appreach



1.6 THESIS STRUCTURE

In line with the research strategy, the structdrde thesis is as shown in Fig. 2.

Fig. 2 Thesis structure
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CHAPTER 2 NATION BRANDING AND
SUSTAINABLE COMETITIVENESS

2.1 INTRODUCTION

To provide a basis to model nation branding thattrifoutes to the sustainable
competitiveness of nations, this chapter reviewsoties and models regarding nation
branding and sustainable competitiveness.

To explore the variables related to performancaation branding, we focus on the
concepts and evolution of nation branding (sec2d) and sustainable competitiveness
(section 2.3). In line with those concepts, secfighdescribes existing models relevant to
nation branding and analyzes their relevance wébpect to performance in nation
branding and sustainable competitiveness.

2.2 CONCEPTS AND EVOLUTION OF NATION BRANDING

This section gives an overview of the contexts atian branding. The first section
(2.2.1) discusses the basic concepts of nationdoaad nation branding. Considering that
nation branding has mainly evolved within the mérig discipline, it focuses on the
domains of country-of-origin (2.2.2) and place depeent (2.2.3), and explicates their
relevance to nation branding. In addition, naticemniding has combined with the discipline
of international relations. Therefore, we also fyieexamine the domain of public
diplomacy (2.2.4). Encompassing the main discouisethose relevant contexts, this
research in section 2.2.5 finally develops a kegcept that relates to performance in
nation branding.

2.2.1 NATION BRAND AND NATION BRANDING

The concept of nation branding has been impliatlgxplicitly defined, ranging from
notions of the nation-as-brand to considerationsadibn-brand management.

In the literature, the nation-as-brand has beertudsed from the etymological and the
ontological perspectives of a ‘nation’, which reksto a nation-as-people, a nation-as-state
and a nation-as-country. Etymologically, accordingthe Oxford English Dictionary, a
nation refers to ‘a large body of people unitedcbynmon descent, culture or language,
inhabiting a particular state or territory.” Theité Nations refers to it as a human-centred
state. ‘Nation’, ‘country’ and ‘state’ are useddnthangeably in the literature of nation
branding. However, Guerrini (2005) explains thae theutral idea of countries as
cartographic spaces inhabited by groups of peapleeparated from the concept of a
nation. What is important within a nation-branddigcourse is that the national idea or the
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idea of nation-building comprises multiple colleetiidentities in a single representation
that might well be seen as part of the resourcatsftinm the social bond (lbid). The nation
is both a social construct and a unit with an esseine. a collection of intrinsically unique
characteristics (Wilder, 2007). It is accepted thatational image is very much bound up
with the social concept of the nation that constdta people sharing key elements of a
common culture (values, beliefs, norms, institus)o(O’Shaughnessy & O’Shaughnessy,
2000:56). The nation is defined through an ontalalgstance based on its people and
salience, which drives both a nation’s re-constoucinternally and its competition in an
external globalized world. As Dinnie (2008) stateational identity thereby plays a key
role in nation branding, and key issues in natiodahtity include viewing the nation as an
‘imagined community’ and the notion of ‘inventeddition.’

To achieve effective internal and external intecars in nation-building, moreover,
cultural and historical identities should be suppdrand shaped by political institutions
(Fukuyama, 2004:99). Governments are assumed teseaqt the people of a nation, and
therefore, there is no getting away from the faat hation branding is a highly politicized
activity (Dinnie, 2008:200). That is, a brand idgnappears to be closely linked to the
national identity including a political and a culilentity (Skinner & Kubacki, 2007). The
concept of branding a nation, therefore, relatdsrémding a nation-as-people, a nation-as-
state, and a nation-as-country. As claimed in trarid manifesto’ (The Medinge Group,
2002), in particular, branding should be peoplemed, focus on being meaningful to
people and make people happy (whether purely fonally, emotionally, associatively or
empathetically). As a result, branding a nation liegpa comprehensive and holistic
branding approach encompassing the notion of a hweatred state and country building.

The concept of the nation-as-brand relates to oategthe type of nations building a
nation’s identity and image. According to Martinov{2002:317-18), there are three
dominant types of auto-identification of countri€sig. 3): the first domain is of
innovative/post-industrial countries, which aresabty global leaders creating and retaining
both intangible and tangible values by brandingrthgentities; the second group of
technological determined/industrial countries ilases added value for export products and
attracts an influx of foreign investment based eohhological competency; and finally
natural resources-based countries make up the gnatipelies on how to use their natural
resources for branding. Many countries combinedwall three of these categories (Ibid).
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Fig. 3 Types of auto-identification of countries
Innovative/post-industrial countrieshe countries create benefit for their goods bgnHing
through an outstanding esteem for their generaitityan the perception of global consumers

. J

4 A

Technological determined/industrial countrigse countries compensate for their technologi¢al
lag and are on the way to post-industrial statwusutih enormous investments in education gnd
applied science

( \
Natural resources-based countriethe countries are presenting themselves in wartddde
predominantly through marketing some of their retuesources

- J

(Source: Adapted from Martinovic, 2002:317-18)

Categorization theory of a nation brand has alsenbapplied in the taxonomy of
country (or nation) image (Papadopoulos & Heslop02). In globalization, the same
products under identical brand names are producddiasigned in different countries. As
a result, the country of product brands has beamore significant for consumers (Leclerc
et al., 1994; Samiee et al., 2005), which has tethé catagorization of countries with
certain types of national image. Jaffe and Nebdn006) define, insisting that simply
categorizing countries as being underdeveloped.,eldping or developed leads to
misconceptions, the different classes of counthasare involved in shaping the images of
a country and its products (Fig. 4).

Fig. 4 Country category and country image taxonomy

( N\ [
Designed-in Country (DC) | Designed-in Country Image (DCI)
The country in which either a part of or tHe| The image of a country as a source fpr
entire finished product is desigr designs of produc
.
( £ N\ [
Made-in Country (MC) | Made-in Country Image (MCI)
The country whose name appears on fh§ The image of a country as a production apd
“madein” labe assembly location of produ
. g
[l
N\
Parts-in Country (PC) | Parts-in Country Image (PCI)
The country that is the source of identifigd| The image of a country as a productign
key parts or componet location of theproduc parts
. g
L N\ [
Assembled-in Country (AC) Assembled-in Country Image (ACI)
The country where final assembly took placg¢ | The image of a country as an assemfijly
location of product
.
[l
e e
Origin Country (OC) Origin Country Image (OCI)
The country in which a consumer associaey The overall image of a country to b
with a certain product or brand associated with brands or products
N\ .

(Source: Adapted from Jaffe & Nebenzahl, 2006:28-30
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The concept of the nation-as-brand relates to lwoglefine nation brand itself. Nation
brand has various facets (Table 1). First, natiandb is a symbolic-oriented perspective
such as a name or visual system, which is baseétie@American Marketing Association
(AMA)’s definition. Second, it denotes the inteliact between people’s perceptions and
national competence. Third, the notion of a naboand is a complex of brand identity and
image encompassing a nation’s reality and stakensldgerceptions. Finally, a nation
brand is a dynamic entity differentiating natioredlity from other nations and at the same
time providing relevance for the stakeholders. dadly strong nation brand can help the
‘management’ of a country to create a major, largataim of increasing the wealth of a
nation (Florek, 2005).

Table 1 Definition of a nation brand

Reference Definition
Kotler & Gertner 2002 | A name, related terms, marks, symbols, design orbawed all to differentiate
Cho 2004 them from other countries
The sum of people’s perceptions of a country acnadé®nal competence such
Anholt-GMI 2004 as the cultural, political, commercial, tourist app investment potential and
human assets
Szondi 2007 A sort of umbrella under which furteeb-brands can be developed

A very complex brand identity that is the resultao§pecific national reality, its
Walsh & Wiedmann 2008 perceptions and evaluations by many different irdband external stakeholders
(brand images), and a specific overall reputation

The unique, multi-dimensional blend of elementd {hr@vide the nation with

Dinnie 2008 . o . .
culturally-grounded differentiation and relevanoe dll of its target audiences

Nation branding, as shown in Table 2, is a waystaldishing ‘nation brand value as
the total sum of nation brand equity.’ It specifraanagement both to develop a nation’s
attraction and to project an attractive image inoaerent manner. In particular, nation
branding aims to set the strategic approach thaltespto innovating the economic, social,
political and cultural realities and to align thapproach to a strategy for improving
national reputation and image.

Based on the concepts of nation branding, natianding is mostly conceptualized as
a way to achieve ‘nation brand equity and competitess.’ It needs a strategic
management approach to innovating a nation’s reslénd aligning them with improving
a nation’s identity and image. Anholt refers toimatbranding:the systematic process of
aligning the actions, behaviours, investments, wations and communications of a
country around a clear strategy for achieving aesgthened competitive identity. It can be
as modest as linking the promotions [...], or it cle a decades-long policy of
coordinating all internal and external national ategies [...] into a coherent, planned
process. (Anholt, 2007chn particular,this research advocates nation branding to be a
systematic and planned process. This processhe tnanaged by a strategic approach to
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creating and improving a nation’s realities, idgntand image. Branding actors are
considered in the branding process.

Table 2 Definition of nation branding

Reference Definition
Olins 1999 To build or remould national identities
To endow the audiences distinctively with expressind affective meaning, relying ¢
Gnoth 2002 o . o o
managing industry system, networks, brand attriudad their dissemination
Hall 2002 To re-image national identity
Lodge 2002 To set the strategic approach and stujfaym organizations

Rendon 2003

To help countries to develop and communicate stlivagd identities which could he
speed up development by attracting foreign investod tourists

D

ne

Cho 2004 To establish nation brand value, the total sum ation brand equity, through th
activities of the government, corporations, NGOd people
To discover and invent the truth about the natioat tcould form the basis of th
country’s brand identity
Dzenovska 2005 To align the way the nation and its subjects ttofiland conduct themselves with t
logic of the ‘reality of globalization’
Kyriacou & To consider both domestically internal developmamd successful integration into t

Cromwell 2004

world community, on all levels of a nation

ne

O’'Donovan 2004

To apply a brand strategy to the economic, soplltical and cultural development ¢
countries

of

Florek 2005

To create the country communication as a finalestagfivity, to which belong slogan
national themes, advertising, public relationstdeafilms and documentaries, websit
etc.

S,

Loo & Davies

To manage all individual images into a coherentletamd project a clear and attracti

ve

2006 image that meets the needs of most of the natdifferent outputs
Anholt 2007a To align the innovation to a stratémyenhancing national reputation
Szondi 2007 To promote economic, commercial andigallinterests at home and abroad
Widler 2007 To practice by the citizens and theretmtribute to re-construction of the country
Wilkin-Armbrister . . . .
2008 To acquire global recognition and achieve globahgetitiveness

Nation branding has emerged as a practice as oesiritrn to brand management
techniques in order to compete effectively on theldvstage (Dinnie, 2008:21). Brand
management is concerned with planning, governandaeoeconomic development of a
nation (Anholt, 2008:23). Nations refigure the aoatitself in a particular way. However, in
management process, there are the ways of actagq#tion branding constitutes and the
practices of those who are actively involved inarabranding (Dzenovska, 2005). That is,
the internal branding aspects should be thorougddgarched, i.e. to research ‘*how to get
the populace behind it and make them “live the @fafAnholt, 2002a). How a country is
perceived abroad is relevant to a nation’s abitigsed on its reality (De Gouveia &
Plumridge, 2005). Nation branding thereby has tocteceptualized as an activity that
involves all processes and arrangements that amedd¢owards supporting developments
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within national reality (Walsh & Wiedmann, 2008)alile 3 summarizes the literature on
nation branding with respect to brand management.

Table 3 Brand management in nation branding

Reference Key issues

-Effective nation branding is to build ‘ownable’amd communication assets

Gilmore 2002 e . ... .
-Thoughtful brand positioning gives a country a petitive advantage over other nations

-To develop the country as brand systematicallgnding requires a high level of control
over management structure

-Systematic approach to the central issues of iraagadentity relates to manage the
country’s product, the channel and networks

Gnoth 2002

-Re-branding a country needs to meet the identitiding requirements placed upon its
Hall 2002 national brands by the global marketplace, andahmeds have been essentially set
within the context of intertwined political andammic considerations

-Even though the principles and development of eptin cases of nation branding are

Lodge 2002 L s .
g similar, the ‘management’ contexts based on ‘caafomind’ is very different

Martinovic | -Branding a nation means getting rid of all thosgative labels and inventing a new one
2002 that would be based on the country’s real potengiad its genuine character (i.e. the key
features of the economic, social and culturaliéis of its population)

-Nations have re-branded themselves on the basistofical reality as their regimes and

Olins 2002 .
circumstances have changed

Endziha & -The process of a successful nation branding sraéhed with coordination,collaboration
Luneva 2004 | among involved institutions, financial resourcad @olitical will

Dzenovska | -Nation branding can be seen as a practice of gavemt through articulation of a
2005 particular political rationality with correspondjtiechnologies of government

-To achieve a nation’s subsequent goals in the@oa@narea, national brand strategy is

Florek 2005 .
one of the solutions
. -Nation branding integrates an economic, a soaigblitical and a cultural discipline,
Gudjonsson . , . . _ .
2005 which should deal with the overall planning of tieion’s communication and build
a long-term relationship with other nations andisties
-The development of a national identity needs tonbeaged strategically by the
Wetzel 2006 velon onatidentty . g giealy by
execution of the government and its leadership
-Successful nation-brand development is basederetility of the country
-In transition countries, realifg changing, and this transformation needs to take
Szondi 2007 strategic approach both internally and externddiyen
-Reality and image should always correspond instesyatic way otherwise the promotior
becomes ‘perception management’
-In a nation-branding discourse, the role of citzé the process needs to be defined
Widler 2007 ! ng discou P '

-The scope of nation branding needs to be figurgd o

In sum, the main aspects of ‘brand management’ résipect to nation branding are:
to take a holistic and systematic approach; to ldgvthe vision of the nation brand and
integrate it with an economic, social, politicaldaoultural discipline; to build brand
positioning; to manage the overall planning of tlaéon’s communication; to build a long-
term relationship with other nations and societiesglevelop a national identity based on
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the reality of a country; to align identity and igeain a systematic way; to execute by the
government and its leadership; and to build a aateomind, involve citizens and build a
brand network. These artifacts provide nation biragevith an important notion of how a
nation-brand development process is created instefma systematic and holistic approach,
which can be connected to performance in nationding.

2.2.2 COUNTRY-OF-ORIGIN AND NATION BRANDING

Country-of-origin (COO) research has been useddircades in the international
business and marketing context, which providesondtranding studies with a basic
principle. There have been considerable publicatinracademic journals concerning COO
(Papadopoulos & Heslop, 2002; Peterson & Jolild&®4). And so, this section focuses on
exploring how COO research has developed over dingeis linked with nation branding

COUNTRY-OF-ORIGIN

In the chronological perspective over the periodl865-2005 (Usunier, 2006), the
concept of country-of-origin has been highlightette the middle of the 1960s. Schooler
(1965) has undertaken research to test preconca@ivages of products on the basis of
national origin and concluded that prejudices alagdds have appeared as an economic as
well as a political phenomenon and the attitudearovpeople of a given country is a factor
in existing preconceptions regarding the produdtshat country. Reierson (1966) has
argued that consumer attitudes are national stgrestrather than opinions about specific
products. The “made in” image, according to Nagash{1970), has been referred as the
picture, the reputation, the stereotype that bgsimen and consumers have attached to
products from a specific country. Representativedpcts of a country have been
associated with the “made in” concept of that coulibid). White and Cundiff (1978)
have found that perceived quality substantiallyihsenced buying decisions and that the
manufacture of products in certain countries haanba&ffected by a built-in positive or
negative stereotype in the perception of produelityu In particular, they have suggested
that such stereotypes affect the decision abouteym®duction facilities are to be located
(Ibid).

Bilkey and Nes (1982) have outlined that produairee countries — in terms of
MDCs (More Developed Countries), MDCs vs. LDCs, anthin LDCs (Less Developed
Countries) — have influenced both industrial andstmner purchasing decisions. A
country-of-origin image (i.e. country image) hasemedefined as consumers’ general
perceptions of quality for products from a giveruetry. Erickson, Johansson and Chao
(1984) have referred to country-of-origin as oneirafge variables and contrived the
influences of image variables on the formation elidfs and attitudes in line with social
psychology and consumer behaviour. Johansson, Bewgid Nonaka (1985) continued
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that, to clarify the exact nature of country-ofemni effects, further research should examine
both overall and attribute-specific evaluations #&edbased on various types of products
rather than a single product. Han and Terpstra§L®ave found that both the source
country and a product’s brand name have affectedwuer perceptions of product quality
and, moreover, distinguished that sourcing-courstiynuli were found to have more
powerful effects than a product’s brand name orscorer evaluations.

Supporting the argument that the role of countrage forms a “halo” in product
evaluation, i.e. general perceptions of quality gooducts (Bilkey & Nes, 1982) and that
such perceptions were typically specific to prodoategories (Hafhill, 1980; Etzel &
Walker, 1974), Han (1990) has extended the rolemmintry image into a summary-
construct view affecting evaluations of familialogucts to consumers. Roth and Romeo
(1992) have viewed country image as the overalcquion that consumers form of
products from a particular country, based on thwior perceptions of the country’s
production and marketing. Having examined COO imgeof the fit between countries and
product categories, i.e. linking product categogycpptions to country image dimensions
(i.e. innovativeness, design, prestige and workimahsRoth and Romeo (1992) have
reported that a product-country match has occuwhdn the perceived strengths of a
country were related to product characteristics andicated potentially attractive
manufacturing sites for multinational companieg] #mat, when favourable matches exist,
consumers’ willingness to buy products could beraased by promoting COO.
Demonstrating that the concept of ‘product-countnages (PCIl) has represented a
broader phenomenon than ‘Country-of-Origin’ or ‘Maith’ concept, Papadopoulos (1993)
has contended that there were some significantlal@vents in the meaning and use of
PCl identifiers over the periods of 1970s to 1989shown in Table 4.

Table 4 Key concepts of product-country images

-First, national governments began to pay moratiie to “rules of origin” legislation
and to enforce it more carefully, as a means ofgeting domestic producers;
1970s L .
-Second, both the governments and producer groegente more proactive in domestic
early of promotions of native industry, developing promo&bcampaigns such as “Crafted with
y pride in the USA” or “Think Canadian”;
1980s ) . L o o o
-Third, companies began to be more discriminatimgué the use of origin identifiers, giving
the emphasis on a place’s unique characteristics.
-First, governments are becoming more proactivesystematic in promoting their image
abroad through joint foreign-promotion campaigns;
1980s L __ : I
and -Second, origins and their images have come umtienge scrutiny in the context of trade
beyond blocs;
y -Third, the globalization of business has broughto intense debate about the merits and
continuing relevance of national origin identifier

(Source: Papadopoulos, 1993)
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Convinced that country-of-origin was a potentigdbywerful image variable that could
be used to gain competitive advantage in internationarketing, Parameswaran and
Pisharodi (1994) have addressed COO image as aetiig tool with a multifaceted
nature. Samiee (1994) has rationalized the buyegistbn processes within the context of
source-country influences that have elaborated witirket and environmental factors.
Peterson and Jolibert (1995) have attempted totdatwvely assess the COO effect by
means of a type of meta-analysis, and pointed bat tountry-of-origin influenced
perceptions and intentions in various ways, antl ttia influence was context-dependent.
Nebenzahl, Jaffe and Lampert (1997) have insidtatih competitive markets, purchase
decisions were based on relative rather than atestdwels of attributes of competitive
products: as shown in Fig. 5, consumers perceieegdlative images of each country and
then product attributes; based on them, purcha$#ogsions are then made; experience of
and knowledge about country image and product incagate feedback, affecting country
image.

Fig. 5 An information processing model of relatpm@duct image

Country Image L1 Product | Purchasing |{ Experiences &
(MC, DC, BRAND, OC) Images Decision Knowledge
Feedbac

(Source: Nebenzahl, Jaffe and Lampert, 1997)

Lampert and Jaffe (1998) have pointed out the itgpae of country-of-origin (COO)
as a dynamic process, i.e. how the COO effect @smpger time, encompassing two-way
interactions among constructs (both in productgmte and country-specific ways) that
change over time. Emphasizing that how image chaygmirring over time can be
explained by a dynamic COO model, Lampert and JaB88) have found that any change
in country image is a function of the respectivaraye in the brand image and that the
duration of the time interval depends on the redéatnarketing effort expended by the
specific country-of-origin in trying to improve itsnage. Moreover, they (Ibid:75) have
concluded that a positive (and possibly negative)ntry image can spill over from one
product class to another, and that the boundadesduntry image do not have to be
confined to a specific product category. Countrnengin effects are complex phenomena
that are often caused by interplay of cognitivéecive and normative aspects. Verlegh
and Steenkamp (1999) have distinguished betweenitosyg affective and normative
aspects of country-of-origin (Table 5). They emjined that the study of the impact of
competitive context may be broadened by examinireg rble of culture, technological
development and natural resources, and that cotmpatbntexts change over time (lbid).
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Table 5 Cognitive, affective and normative mechasisor country-of-origin effects

Mechanism Description

Cognitive Country of origin is a cue for productatjty

Affective Country of origin has symbolic and emaiéb value to consumers
Normative Consumers hold social and personal noghased to country-of-origin

(Source: Verlegh & Steenkamp, 1999: 524)

Considering the extent to which the notion of ankras applicable to a nation,
O’Shaughnessy and O’Shaughnessy (2000) have ardnag¢dcountry-of-origin is most
likely to become more of a factor in high-involvemgroduct decisions, and that many
businesses buying from abroad are particularlyiseaso country-of-origin. Moreover,
that study has found that target audiences are hkalg to be impressed by information
when a government cannot manipulate the nationagerfor the purposes of deception.
Chinen, Enomoto and Costley (2000) have exploredrétationship between consumers’
purchase intentions and their perceived producti@aan conjunction with political images.
COO appears to have a stronger effect than proldastd in consumers’ evaluations
toward the products. Finding out that a strong potd brand image did not overcome the
perceptions of a negative COO effect, Ahmed &i28l02) have determined that to achieve
a sustainable long-term strategy, companies shoykd ensure a good COO, and that the
synergy of COO and product-branding efforts is @nagerial interest, i.e. from the brand
management standpoint. Their study has been exdettd@xamining country-of-origin
effects related to organizational practices of mattonal enterprises. Harzing and Sorge
(2003) have investigated the relative impact of ¢bhantry of origin of the multinational
enterprise. They found that control mechanisms merfianly and primarily impregnated
by the country-of-origin, which provides furtheri@gence for the existence of unique
country patterns. Therefore, according to theidgt(ibid), country-of-origin has come
forward as one of the most important predictorsnailtinationals’ practices at the
international level.

COUNTRY-OF-ORIGIN AND NATION BRANDING

In the recent past, researchers have exploredsthe iand necessity of building the
notions of nation brand and nation branding in gredetail. Papadopoulos and Heslop
(2002) have pointed out that, while the vast mgjoof PCI (Product-country images)
studies have asked respondents to assess the fgrofluarious countries, the image of the
original countries themselves, as distinctive frtmair products, has not been measured
explicitly. They asserted that the traditional ‘read’ or ‘country-of-origin’ concept has
moved to a new, broader level of ‘branding a countind suggested approaches for
strategy development. Kotler and Gertner (2002ehangued that country names amount
to product brands and help consumers to evaluatdupts and that, beyond serving as
brand names, countries must embark on a more @wssoation branding using a strategic
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management approach. Reflecting on the impactwhtcp-of-origin on consumer attitudes,
moreover, Kotler and Gertner (2002) have insisked & country’s reputation constitutes a
vital asset that needs to be managed effectively.

Jaworski and Fosher (2003) have claimed that amatessence and core values give
rise to a nation’s brand identity and that its effenpacts on corporate brands, drawing a
cycle of nation-brand building. That is, brand itiignof country-of-origin is developed
through nation branding, which affects everythingnf positioning and differentiation to
purchasing decisions (lbid). Anholt (2003) has shdwhow branded exports and
companies combine with nation branding and how tleap accomplish economic
development for emerging markets, using countrgrajin more creatively. In particular,
Anholt (2003) has pointed out the critical role gbvernment in undertaking a
comprehensive nation-branding programme. Papadopo(2004) has highlighted the
point of intersection between the traditional notaf PCI (product-country image) and the
new area of systematic place marketing, and adetiegb® convergence between these two
fields through a major new development that islyike have a significant impact both on
markets and on the roles of business and governmamiagers. Anholt and Hildreth
(2005:165) have mentioned that the reassurancelokevor quality which we get from
‘made in’ labels really is only symbolic. The comnof-origin effect is just one aspect of
much bigger and more complex branding phenomenahgcauntries behave like brands in
many other ways (lbid).

Gudjonsson (2005) has addressed that nation bmandirabout influencing and
creating an effective environment for a nation'arals to compete in the markets. Country-
of-origin is not the only task of nation brandimgit the latter is widely seen as a ‘country-
of-origin’ practice (lbid). ‘COO effect’ orcountry image’ is an external nation-brand
effect through nation branding, which can be atyiveanaged and modified (Amine &
Chao, 2005)National brands could be virtuous for developingreznies, and branding
facilitates and develops market access for offerifrgm nations in such economies
(Abimbola, 2006) All nations have respective images and, throughdirg, attempts are
made to mould, modify, or influence the shapingtltdse images (Jaffe & Nebenzahl,
2006). Moreover, it is cardinal to considering hosuntries, industries and firms manage
nation image along with products (Ibid).

There is an interaction between the nation brandl moduct brands, with each
complementing the other, and leveraging the nabiamd as a point of differentiation is
one way for corporate/product brands to enhancepetitiveness (Loo & Davies, 2006).
To date, no researcher has measured the impactcofiary-of-origin cue in a genuine
purchase situation on a specific, low-involvememodoict (Hamlin & Leith, 2006).
Through the field test, moreover, it is noted ttied presence of a country-of-origin cue
causes the recall of a strong and relatively statléi-dimensional evaluation heuristic
(Ibid). In the global marketplace, in particular,nation brand should ideally act as a
national umbrella brand, seeking to differentidte tountry’s products from those of
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international competitors and promoting a natiomiage to an international audience (Fan,
2006:9). Even though nation branding has all tygfetechniques, technologies and media
at its disposal, according to Fan (2006), it alBmes a number of unique challenges. First,
national identity is notoriously difficult to defn Second, it is about how to develop a core
message about a country that can be used by differdustry sectors. Third, it needs to
consider the time dimension of the nation branchaly, in addition to the external
international audiences, stakeholders in the brapdampaign are important as the internal
audience.

While the key issue surrounding country image loag lbeen envisaged as a relation
between product and origin (Product-Country-Image Gountry-of-Origin), current
branding research touches on all the characteyigifca country, i.e. the geographic,
political, economic and socio-cultural aspects ofaantry, and takes into account the
characteristics of both the product and the prod(asquier, 2008:81). With respect to
the particular relevance of COO to nation brandiagcoordinating body has been
established to help ensure that COO perceptiores ajuntry are tracked and effectively
managed (lbid). Examining the concept of the CO&cefin the context of nation
branding, Dinnie (2008) has asserted that COO pg&ares can change over time and it is
the role of nation branding to ensure that sucmgésa evolve in a favourable direction
(Ibid:101).

2.2.3 PLACE DEVELOPMENT AND NATION BRANDING

“A focus on the ‘Made-in’ images of products”, Pdppoulos (1993) has indicated,
“does not mean that one should think of countrygesain the sense of “Made-in” product
labels alone.” According to him, “product” can meaot only goods and services but also
countries marketing themselves as attractive lonat{i.e. places from a city to a state or
province, a country, a region, a continent or alejoand geographic destinations for
tourism or foreign investment (lbid). Combining g#aand economic development notions
within a strategic marketing context, Kotler, Haidend Rein (1993) have introduced the
concept of place development. It is widely accepked competitive advantage in a global
economy depends on place and its economic develupi@tark, 2002; Castells & Susser,
2002; Porter, 2001; Castells, 1996). Based on tiwions, the researches have discussed
nation branding in line with place development arahding contexts.

PLACE DEVELOPMENT

Place has corresponded with the market conditibasing fundamental questions
about how places can survive and adapt to growmmgpetition, Kotler et al. (1993)
suggested the ways in which place can responcetantrket challenges (Table 6). In order
to seize market opportunities and sustain a pladgedity, that place needs to establish a
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strategic vision and market-oriented strategic milag process, to build qualified programs
to communicate and promote its competitive advantamnd ultimately, to develop
mechanisms or unique change processes for addletxiigly to changing conditions.

Table 6 Place responding to market challenges

-Place needs to establish a strategic vision te fiaarket challenges

-Place needs to establish a market-oriented stegidanning process to face these challenges
-Place must adopt a genuine market perspectivertbitgaproducts and customers

-Place has to build quality into its programs aexviges to compete with other places

-Place needs skill to effectively communicate arahte its competitive advantage

-Place needs to diversify its economic base andldpvmechanisms for flexibly adapting to changing
conditions

-Place must develop and nurture entrepreneuriabclexistics

-Place must rely more on the private sector to mpdish its tasks

-Place needs to develop its own unique change psesas a result of differences in the place’sieylt
politics and leadership processes

-Place must develop organizational and procedueahanisms to sustain place development, and
maintain momentum once it has begun

(Source: Adapted from Kotler et al., 1993:311-347)

Place development reflects an ongoing strugglecbmramodate market innovations
while preserving historic traditions and valuesy@r& Grossbart, 2007:298). Kaotler,
Haider and Rein (1993:72) have enumerated five -tioored approaches to place
development (Fig. 6): the basic idea of communéyedopment and urban design is for the
people currently living and working in the commuynitirban planning is to evaluate the
community’s economic base and to protect the “mulbilterest”; economic development
suggests not only more output but also different&iof output, more productive use of
resources and greater innovation, and furthermiofecuses largely on helping a place
enhance its competitiveness. Underlying all thggeaaches is the idea that place, if it is
to succeed, must use the tools of business; thephge must develop and operate a
planning methodology (i.e. strategic market plaghin(lbid). Economic planning
development strategies have focused on buildingrapetitive advantage for a location
(Borja & Castells, 1997; Sanchez, 1997). Strategarket planning is a comprehensive
approach to incorporating perspectives from comigumievelopment to economic
development.
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Fig. 6 Five time-honored approaches to place devedmt

Strategic Marketing Planning: Developing and opegaa planning methodology

Economic Development: Helping place to enhancedtapetitiveness

Urban Planning: Protecting public interest and eatihg development project

Urban Design: Designing the quality of physical iemwment

S oy S e S

Community Development: Creating a quality of enmiment

(Source: Adapted from Kotler et al., 1993:72)

Place has become more business-like and markettediein its economic
development activities, and place marketing hasrgete as a promising, integrating
process linking a place’s potential competitiveattage to overall economic development
goals (Kotler et al.,, 1993:79). According to Ashtorand Voogd (1994:43), place
marketing needs to consider aspects of resouraduption, a set of marketing measures
(i.e. promotional, spatial/functional, organiza@brpractices) for the market, and many
different groups of consumers for different demarias conduct strategic place marketing
successfully, place needs major elements - planmgngup, marketing factors
(infrastructure, attractions, image and qualityifef and people) and target markets (Kotler
et al., 1993).

It is a very important strategic decision for agel@o start systematic place marketing,
and a decision to create a common place’s markgtingramme requires all parties to
agree about the common goals (Rainisto, 2003:33explain success in place marketing
practices, Rainisto (2003) has presented a frame\{eig. 7) linked together with the
perspectives of the practices and the successrg§adibe practices are divided into three
sub-groups of events, namely the events in placeatiag practices, the events in the
network and the events in the macro-environmene fiie success factors (“Planning
group”, “Vision and Strategic analysis”, “Place mii¢y and Place image”, “Public-private
partnerships” and “Leadership”), which are situategide the “prism” of the framework,
represent abilities which place can actively infloe. Another four factors are also
considered to be essential. In particular, “globverketplace” gives places a vast new
potentially increasing global competition, and ‘igoél unity” relates to the management
of the process of the necessary decisions in @anatand consistent way.
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Fig. 7 Success factors in place marketing

Success factors

(Source: Rainisto, 2003:68)

The challenge of place marketing is to strengthencapacity of placas adaptto the
changing marketplace, seize opportunities, andsusiteir vitality (Kotler et al., 1993:18).
Strategic market planning aims to prepare plans actbns that integrate the place’s
objectives and resources with its changing oppdréasn (lbid). The strategic planning
process (Fig. 8) can work in most communities whieséitutions and procedures exist to
make decisions about a place’s future (Kotler t1893:80).

Fig. 8 Strategic market planning process

Conducting the Place Audit
-Analyzing the place’s strengths, weakness, oppdi#is and threats

-
Setting the Vision and Objectives
-Choosing a vision (e.g. “managed growth”)
-Deciding on objectives (e.g. “to attract high-téctiustry”)
-Setting goal statement (e.g. “Attract four or mbigh-tech companies
to move their headquarters to San Diego with theecd creating 300 new
jobs by December 1994")

J L
~=

Formulating the Strategy

-ldentifying and choosing strategies for accomjtighthe goals
“Establishing a high-tech industrial park”

“Identifying some European hi-tech companies and inducing the

g

Developing the Action Plan

-Listing actions along with four additidm@mponents, such as who is
responsible, how the action is to be anmnted, how much the action
will cost, and the expected completioteda

4 L
. . v .

Implementing and Controlling the Marketing Plan
-Implementing the marketing plan
-Reviewing the placs progrestoward: its goal:

(Source: Adapted from Kotler et al., 1993:81-98)
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PLACE DEVELOPMENT AND BRANDING

There is no single accepted definition of brandanglace. However, its concept has
been established and practiced consciously or wetmusly through the place
development context of marketing (i.e. place mankgt Researchers have investigated
some similarities or differences between place etarg and branding, and these reflect
how the concept of nation branding has evolved.

Kotler and Gertner (2002) have articulated thatrieed to attract tourists, factories,
companies and talented people and to find markatsthfeir exports requires for the
countries to adopt strategic marketing managenuats and conscious branding. That is,
strategic place marketing primarily concerns thieaercement of a country’s position in the
global marketplace and, therefore, it requires mgament of thedifferent tasks
[emphasized by author] of country brand — managdivg image and attracting tourists,
factories and companies (lbid). When a place mandge create favourable brand
associations in the minds of the targeted custgnagptace brand has been born and there
is a chance that the customer will select the ptadee “consumed” (Rainisto, 2003:49).
The process creating a benefit for “place custohreiguires a good development system
for the place product so that a place-oriented esaldded can be made “visible” (lbid).
With respect to place marketing, strategic imag@agament (SIM) is highlighted as the
ongoing process of researching a place’s image grniernvarious audiences, segmenting
and targeting its specific audiences, positioningaze’s attractions to support its desired
image and communicating those attractions to taygeips (Gertner & Kotler, 2004).

However, supporting the difference between the sragmation process and its
branding (Cai, 2002), Konecnik (2004) has pointad that image formation is not
branding, albeit that the former constitutes theeadf the latter, and highlighted that there
have been no great efforts to distinguish betwéenitnage and branding functions, in
particular, for brand identity. Classifying brangirtoncepts from the place marketing
literature (Table 7), moreover, Hankinson (20049 heghlighted that brands as perceptual
entities (i.e. brand image or perceptual perspes}ihiave dominated the most established
view that the role of marketing is to promote arag®a in order to help achieve social and
economic goals.
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Table 7 Brand conceptualisations from the placeketarg perspective

Brands Brands Brands Brands

As perceptual entities as communications as relationships as value enhancers
Woodside & Lyonski 1989 | Hall 1999 Westwood et al.,1999 | Thode & Msulka
Echtner & Ritchie 1991 Morgan et al., 2002 Sirgy & Su 2000 1998
Echtner & Ritchie 1993 Kotler & Gertner 2002 | Morgan et al., 2002 Westwood 2000
Walmsley & Jenkins 1993 | Pride 2002 Kotler & Gertner 2002
Young 1995 Gnoth 2002
Walmsley & Young 1998
Nickerson & Moisey 1999
Leisen 2001

(Source: Hankinson, 2004: 113)

Papadopoulos (2004:42) has pointed out that plaagketing has been practiced
independentlyin various different contextésuch as the promotion of exports, FDI, or
tourism) Moreover, he insisted that there is an emergirenpmenon that public sectors at
the national and local levels integrate those cdastmto a consistent ‘place brand’ and the
public and private interests in marketing placegesaconverge (lbid). Branding a country
Is not the same as promoting tourism, which is arlg component of nation branding
(Anholt, 2004). That is, nation branding also inwed other factors such as ‘stimulating
inward investment and aid, encouraging both skidlad unskilled workers to immigrate,
promoting the country’s branded and unbranded d¢gpaternationally, increasing the
international business of the national airline,ilfi@ting the process of integration into
political and commercial organizations such asBmpean Union’ (Ibid).

Place branding needs encompassing not only asignddsvisual identity (e.g. name,
logo, slogan, corporate livery and so on), but ats@ wide area of corporate strategy,
consumer and stakeholder motivation and behaviointernal and external
communications, ethics, and purpose (Anholt, 2006:18). Place branding should be
practiced through a harmonised and strategicaftyrmmed approach to the promotion of
place’s ‘products’ and ‘sub-brands’ and establishoverall reputations built by a place’s
actions or behaviors that are guided by stratdyg)|Place branding, along with the place
marketing discipline, has been referred to as fifectice of applying brand strategy and
other marketing techniques and disciplines to #t@nemic, social, political and cultural
development of cities, regions and countri@ie Journal of Place Branding and Public
Diplomacy}). However, Pryor and Grossbart (2007) have insisted this definition has
only described the marketing of places and it &ufficient for the development of theory
related to place branding. They have referred@ogbranding as ‘the process of inscribing
to a place symbols and images that represent ¢haif entral, enduring, and distinctive
characteristics that actors have ascribed to tla@epthereby creating a focus of identity’
(Pryor & Grossbart, 2007:294).

! http://www.palgrave-journals.com/pb/index.html
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There are at least three different types of plaemding (Table 8), which are really
quite different operations conducted by differgquess of producers for brand identity with
widely different objectives (Kavaratzis & AshwortbQ05). First, in terms of geographical
nomenclature, a place becomes only a name for @fisplerand or, in other instances, a
generic name for a production process. Second,uptqaace co-branding is about using
the qualities of local products to ascribe meaniagd associations to the place. Third,
place branding can be treated as a form of placegement, which is based on the notion
that the creation of a recognizable place idemtitgt the subsequent use of that identity to
further other desirable processes can change ebaviour. The typology is beginning to
move away from the first category towards the sdamd third especially (Ibid).

Table 8 Typology of place branding

-A physical product is named for a geographicahtmn

(e.g.The archetype is the sparkling wine ‘Champdgn

-There is no conscious attempt to link any suppeggibutes of the place to the
product, which is only an historical-geographigetident

Geographical
Nomenclature

-Attempt to market a physical product by associptitwith a place that is assumed to
have attributes beneficial to the image of thedpot (e.g. ‘Swiss watches’)

Product-place| -This is a different use of place nomenclature tiirampagne’ because the objective
Co-branding | is to transfer characteristics of reliability, idgousness and meticulousness assumed
to be associated with the Swiss people or thetcp@witzerland, to watches for which
these are assumed to be desirable attributes

-Changing the way places are perceived by speaifsed groups

(e.g. urban renewal including the creation ofdentity with its own experiential
Place value)

Management| -Touches upon such points as structure, programriungtions, the sort of actions

and activities that characterize the image ofihg events and in the last resort the

chemistry of the people who operate there (Flo2idd2:24)

(Source: Adapted from Kavaratzis & Ashworth, 2005)

Brand management in place development and brar{diigie 9) has been discussed
in the emerging literature. Researchers focus andmanagement strategy and processes
such as: brand essence, a vision and visionaryelglaigh, positioning strategy,
implementation and branding actors; the relatignshetween branding actors, the
economic development policies and economic growthkeholder relationship; brand
architecture as a ‘nation umbrella brand’ and itd-Brands; branding, sustainable
development and a brand management system; adigdiptinary and holistic approach;
strategic innovation and coordinated policy; areadrsingle national identity; the reality of
the core brand; and place image for place (or cgurgquity. However, despite the
expanding body of literature, very little has beetiten about how place marketing and, in
particular, branding of places should be holislycalanaged (Hankinson, 2007:241).
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Table 9 Brand management in place development eartiing

Reference

Key issues

Morgan, Pritchard
& Piggott 2002

-Process involved in successful brand buildingudek researching the brand value
vision, positioning strategy and implementatiohjck enables to achieve celebrity
status and emotional value

Papadopoulos &
Heslop 2002

-Whether branding is appropriate to countries sisaiegy or not is based on the
theory that a common desire for economic growthroativate various actors in a
place towards a concensus regarding the econaagapment policies it adopts

Rainisto 2003

-Place branding brings added attraction to a plheecentral issue being to build
the brand identity of a place

Hankinson 2004

-The ultimate success of a place branding stratelggs on the effective extension
of the reality of the core brand through effectigiationships with stakeholders

Morgan & Pritchard
2004

-For a brand to be genuinely successful, the visamto be reflected in brand-
building, creating a public-private partnershigeposition the country on the
world stage and maintaining brand’s essence

Papadopoulos
2004

-The growing realization that place image mustystesnatically marketed can
be encapsulated in the concept of ‘place (or ecglupguity’

-The emerging situation has major implications,fand presents significant
challenges to, all the actors (from governmengzrieate sectors) involved

Blichfeldt 2005

-What branding can do for places is that it offemsexcellent opportunity for
diagnosing what dimensions of place brands aré doad or irrelevant from the
visitor’s point of view

Dooley & Bowie
2005

-Brand architecture (i.e. ‘nation umbrella branddats sub-brands) in the context of
place branding is useful

Freire 2005

-Branding applied to places is a result of changasciety and an intelligent answer
for local sustainable development
-Place should develop a brand management system

Kerr & Johnson

-Brand management strategy of a place needs tebeasourced, particularly in

2005 terms of leadership, funding, and commitment @nghrt of key stakeholders
-Creating such a place brand strategy calls ferdisciplinary research and
planning to design an imaginative economic policy
Pant 2005 -A strong political will to implement brand strateg
-Aiming to pursue a substantial and holistic sunsthility by turning the ‘quality of
context’ into competitive advantage in internaéibbusiness
-To manage a place brand is to both develop anégeaa place’s intellectual
Gold 2006 . . . :
architecture which gives rise to the brand
Kerr 2006 -The more holistic approach to place Bnaanagement is gaining interest
Lodge 2006 -Holistic place branding (encompassing everythipdage wishes to sell) is on its

way to becoming recognized as a necessary to@domnomic growth

Mihailovich 2006

-Nation branding should develop a sustainable beaobitecture (i.e. the different
levels of branding within a place) and an holisti@ahagement system

-Place branding is the management of place imagegh strategic innovaton

Anholt 2007b . : . . .
and coordinated economic, commercial, socialuycaltand government policy
Gould & Skinner | -Place branding is a method of promoting a positivege based on an agreed
2007 single national identity

Hankinson 2007

-For the management of place brands, there argfiiding principles: visionary
leadership; a brand-oriented organizational celtdepartmental coordination and
process alignment; consistent communications anh@rships across stakeholderg

Pryor gco(gr?ossbart -Multiple stakeholders may concretely influencecplaevelopment
Skinner & Kubacki | -The place’s brand identity is inextricably linkedth the place’s national identity
2007 that is rooted in both culture and politics an@slohange over time

Zerrillo & Thomas
2007

-As developing nations transit from one economiagghto another, there is a
general need to modify the basis of competitiveaathge that they attempt to

achieve in the marketplace
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2.24 PUBLIC DIPLOMACY AND NATION BRANDING

The political element is strongly involved in a wan process for country
management. Nation branding, as a new brandingbapprinvolving political entities, has
been discussed with the dimension of public diployn&eflecting on the basic concept of
public diplomacy along with nation branding, thescgon explains why public diplomacy
can be pertinent to performance in nation branding.

TRANSFORMATION OF CONCEPT INTO NEW PUBLIC DIPLOMACY

Public diplomacy, a term coined in the United S$tate the 1960s for international
relations between national governments, focuseh®nvays in which a country (or multi-
lateral organization such as the United Nationgnmaonicates with citizens in other
societies. Since the concept has been describételiydward R. Murrow Center in 1965,
the practice of public diplomacy has been relatethé influence of public attitudes on the
formation and execution of foreign policy. Accorgito the US Advisory Commission on
Public Diplomacy 1991 Report, public diplomacy fine open exchange of ideas and
information is an inherent characteristic of denaticr societies. Its global mission is
central to foreign policy, and it remains indispanie to national interests, ideals and a
leadership role in the world. The planning group tfte integration of the USIA into the
Department of State (June 20, 1997) describespifaic diplomacy seeks to promote the
national interest of the United States through wtdeding, informing and influencing
foreign audiences.

The concept of public diplomacy has been redefia@a ‘New Public Diplomacy,’
which is strongly oriented on people and with peojhkonard (2002) has pointed out that
public diplomacy should be about relationship-hbuaddrather than being primarily policy-
driven. Van Ham (2004) has asserted that a keyeslemf public diplomacy is to build
personal and institutional relationships and to mamicate with foreign audiences by
focusing on values, setting the activity apart fratassical diplomacy. The Djerejian
Report (2003) has emphasized that public diplomacthe promotion of the national
interest by informing, engaging, and influencingple around the world. Wolf and Rosen
(2004) have asserted that new public diplomacytesléto the attitudes and behaviors of
publics, which are mutually related to the extehthe@ behaviour and policies of foreign
governments. Moreover, Wolf and Rosen (2004) hasgested that the practice of public
diplomacy is not confined to the government agen¢iee. public sector) charged with
responsibility for conducting it, suggesting thdiettalents of the information /
communication / publicity sectors and practitionsfsould be a priority concern for
enhancing a nation’s public diplomacy. Snow (20@450 has advocated that public
diplomacy cannot come primarily from the U.S. gowveent and the primary source for
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America’s image campaign must be drawn from the #eaa people. De Vicente (2004)
has viewed public diplomacy as a key dimension atfom branding and assured that it
should be regarded as a multi-stakeholder iniggtilnvolving associations, private
individuals, businesses, etc. To be effective ratexjy must be able to leverage disparate
public diplomatic efforts, such as a network oftetdl or language institutes, the giving of
development aid or participation in peacekeepingrajions worldwide (lbid). Batora
(2005:3) has described how stakeholders that inflegforeign publics are described as
non-state actors or societal actors, i.e. professigroups; civic activists and NGOs;
politicians and political parties; journalists ameédia groups; business people, enterprises
and producers; academics and universities; relggieaders and religious groups and so
on.

Several studies have revealed how to conduct putlomatic transmissions and
transactions. Public diplomacy comprises everydaivides (e.g. everyday cultural
activities and products such as films, tourismatres and internet discussion) of citizens
internationally, as well as inclusive programs (estydent exchange programs, hosting
seminars, and meetings with foreign business aadeswic leaders). Leonard, Stead and
Smewing (2002) also have prescribed the developmoktdsting relationships with key
individuals through scholarships, exchanges, tnginseminars, conferences, and access to
media channels. The GAO Report (2003) has stafkal,iriform, engage, and influence
global audiences, public diplomacy is carried dubtigh a wide range of programs that
employ person-to-person contacts, print, broadadsttronic media, and other means.”
Wolf and Rosen (2004:22-23) have presented a fgwoaphes worth considering: the
tasks of public diplomacy can be achieved by antystreative talent and soliciting new
ideas from the private sector, through outsouraiagor elements of the public diplomacy
mission; responsible business, academic, reseamid other nongovernmental
organizations could be enlisted and motivated tiinoa competitive bidding process; it
would be worthwhile to consider various modes omomnicating the “big ideas” of
public diplomacy through debate and discussionttier conveyance of the message; the
media (e.g. radio transmissions, television prognamg, print and public speeches) can be
employed for the added benefit of transferring puthiplomacy messages.

According to the USC Center on Public Diplomacyeetive public diplomacy must
involve not only shaping the message(s) that a tcpurishes to present abroad, but also
analyzing and understanding the ways that the rgessainterpreted by diverse societies
and developing listening and conversation skillsna as the tools of persuasion. The
Foreign Policy Centre in UK has described that vakie of ‘public diplomacy’ as a
strategic tool is to communicate and extract a premfor national reputatiorin 2005, the
British Council has held a seminar to discuss aurissues in British Diplomacy, and
called for an end to short-term image-centred cagmgdike “Cool Britannia” in the 1990s
and a new approach to how Britain communicates aiftiences abroad. Stakeholders in
the seminar put the emphasis on public diplomacydmg on building long-term trust and
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a closer integration of public diplomacy with adtymlicy. Leonard, Small and Rose
(2005) haveexamined how a country can forge a new public dialtic role and proposed
a five-part blueprint to achieve the public diplayayoals (Table 10): namely, to set the
priorities that respond to new circumstances; tomoonicate strategically integrating
foreign policy strategy and setting the messages;btild trust partnership with
stakeholders; to establish two-way communicatiowl; t# channel public diplomacy efforts
into non-governmental routes and share public digloy goals.

Table 10 New public diplomacy goals

Major . How to present nation and its policies in ways @ genuinely convincing

. Medium-term . _ . .
public and attractive to international audiences
diplomacy Trust-building, the creation of a climate of mutwalderstanding, trust and

Longer-term
goals respect

1. New priorities

-Channelingesources to focus on allies

-Pooling resources with other countries to ach@wamon goals

-Public diplomacy activity to promote developmerdbjectives

2. Strategic communication

-The integration of public diplomacy at the hedrtaveign policy strategy

-Setting strategic messages and planning, ensallipgblic diplomacy organizations have
a stake in the messages

3. Relationship building

-Building trust in partnership, and the need fontgmvernmental forms of contact

4. The need for mutuality

-A commitment to communicate in a genuine two-waged, with intellectual awareness
and understanding

5. Independence and trust

-Channelling public diplomacy efforts into non-gowmental routes

-A continuance of the crucial role by organizati¢agy. the British Council) in building
trust because of its non-governmental approaghuidic diplomacy

-Understanding and sharing public diplomacy goals

To
achieve
the goals

(Source: Adapted from Leonard et al., 2005)

Wolf and Rosen (2004) have claimed that a countrglses (e.g. democracy, human
rights and individual opportunities) are key indara that provide soft power in a
diplomatic environment. Quelch and Jocz (2005) hawasted that positioning and
national image matter greatly in public diplomaagd suggested positioning a nation-state
based on a frank appraisal of perceptions andtie=alimeasuring the progress, working
with the private sector, and involving the natiotop leader. Since the ultimate purpose of
public diplomacy and its relation to the goals ofeign policy should be to build
relationships with stakeholders at multiple leveisparticular, being carried out at the sub-
national level, Wang (2006) has insisted that tlremmtion of a nation’s policy goals is
reinforced when there is a better understanding auleciation of the country’s soft
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power. Fan (2007) argues that soft power is cordpetific (i.e. a form of soft power is
relevant to only one specific country or a specgroup in that country). Placed in the
context of the uncertainty and contingency aspé€s, (2007:5) has particularly insisted
on the consideration of three perspectives in mgldoft power as shown in Table 11.

Table 11 Key perspectives in building soft power

= Who-
If a nation is said to have soft powehovactually possesses it: government. NGOs,
commercial organizations or certain indlisals?
*= What-
What consists of soft power-in what faand category?
Or in other words, what are the sourdesfi power?
= How relevant-
To whom is it soft power and to whomtiaat?

(Source: Fan, 2007)

Meanwhile, Noya (2006) has provided a theoretical ampirical review of Nye’s
dualist theory of power (i.e. hard and soft powemd asserted that citizens have a
‘realistic’ perception of power and do not perceaveonflict between hard and soft factors.
Rather, power is clearly socially based and fedy doy certain sectors in society,
specifically more educated people and the post+aéite sectors (Noya, 2006). Moreover,
Melissen (2006) has debated the point of similaitg difference between nation branding
and public diplomacy as follows: both practices priacipally aimed at foreign audiences
but they also have a vitally important domestic elision. Meanwhile, the difference is
that public diplomacy is fundamentally conductedotiyh dialog, promoting and
maintaining relationships [emphasized] in an indional environment that is
characterized by multiple links between civil stieie and the growing influence of non-
governmental actors, but the main features of ndiranding are its holistic approach that
aims at the projection of identity.

2.2.5KEY CONCEPT OF NATION BRANDING

This research aims to define the role of nationnthiray and create a strategic
management tool on nation branding for the sudbéen@ompetitiveness of nations.
Particularly in formulating this research objectivee have highlighted the importance of
sustainability and brand alignment notions withpezt to country management for
competitiveness. In this section, we address kegeauot of nation branding based on the
findings in previous sections, in particular, foogson the role of nation branding and a
strategic management approach to nation branding.

To define the role of nation branding, we have olee the existing literature in the
nation-branding context, particularly focusing be icademic disciplines of marketing and

33



international relations. Within the discipline ofarketing, on the one hand, we found that
country-of-origin research mainly focused on prdadwat the firm level and on consumers’
behaviours (including location decisions of multioaal companies) and that it concerned
country-of-origin as just one of image variablekisTcountry-of-origin research scope has
been limited to defining a nation brand only asescpptual entity and to promoting a
country’s image. Branding a nation is, on the othand, linked to the concept of
marketing place development. The concept of plaegeldpment has insisted that
competitive advantage in global markets relies tate and its economic development.
Place branding is highlighted as the core concépilare development and marketing.
Nation branding, as a unit of place branding, aignth the more meaningful concept of
place branding. Meanwhile, with respect to theiglste of international relations, nation
branding refers to as soft power, i.e. a brandimgr@ach to political entities. Within this
context, public diplomacy based on the brandingceph emphasizes its main roles of
building a trust relationship with the people inteimational environments and
communicating a nation’s interest and message thiém. As a result, the concept of
nation branding has evolved within the three domaof country-of-origin, place
development and public diplomacy, and combines tteenreate nation brand effects both
internally and externally. That is, nation brandiego build a nation’s development and
economic growth as the internal nation brand eféew to create a positive country-of-
origin effect as the external nation brand effézised on the creation of a trust-based
relationship with the people through communication.

The existing literature on these domains of naltianding has emphasized the role of
nation branding as an ‘umbrella branding’. In tloatext of country-of-origin and nation
branding, Kotler et al. (1999) have argued thatlst#mds cannot escape the “trademark”
of their nation. Jaffe and Nebenzahl (2006) haveersd that without an umbrella
branding (Table 12), uncoordinated or fragmentezhthing can result, and that success
requires combining the stakeholders and their éstsrinto a joint process of branding to
achieve the ultimate goal of nation branding. Ie ttontext of place development and
branding, Lodge (2006:9) has asserted that holiptace branding (encompassing
everything that a place wishes to sell) is on i&/\wo becoming recognized as a necessary
tool for economic growth and a unified sense ofppse. As Therkelsen and Halkier
(2004) have pointed out, an application of umbrditanding for a nation provides
advantage in terms of economies of scale — applyiagsgame branding strategy in several
areas — and the possibility of synergy when a edifnational image is consistently
projected to the external world.

Table 12 Requirements of umbrella branding

1. Defining the common functional requirements of dsited stakeholders
2. Finding a common core of values from the functiaeagjuirements
3. Building a brand that will communicate the coreues to all target audiences

(Source: Jaffe & Nebenzahl, 2006:144)
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The concept of ‘umbrella branding’ extends the rofenation branding to nation
brand management. Kerr (2006) has argued that nmieedisciplinary and holistic
approaches to place brand management are gaireigsh Anholt (2007a) has asserted
that it is useful to synthesize brand managemetit piblic diplomacy and with trade,
investment, tourism and export promotion. Dinni@Q@) has insisted that the academic
disciplines of national identity and country-ofgin converge to nation branding, and that
countries need brand management techniques in twammpete effectively on the world
stage.

Based on the existing literature on nation brandeguation brand refers to as an
‘umbrella brand’ that encompasses all dimensionsnational brands from different
functional sectors (i.e. tourism, investment, exppoublic diplomacy) to place sectors (e.qg.
regions, cities) (Dooley & Bowie, 2005). Nation bding is a total concept that needs a
‘holistic branding approach’ to managing the natimand, i.e. from a country name
through to all the collected activities for all emsed dimensions of national brands.
However, we have observed some limitations and ppibies in defining the role of
nation branding. First, even though the existingrditure has defined the nation-branding
concept as umbrella branding, the research hatetintiself to defining nation branding in
each domain independently, and this fails to exptlae role of nation branding in creating
national development and country-of-origin effelotgh internally and externally. Second,
researchers have emphasized the importance ohnatésmd management. However, they
have limited the management role in nation brantbng purely technical notion.

Meanwhile, considering nation branding as the totalcept to manage the nation
brand, we have found some opportunities to defimeerole of nation branding with the
notions of sustainability and strategic managemiéinst, nation branding should apply an
advanced brand theory not only including a simpédinition of branding (such as
advertising), but also a wide area of organizalisteategy (Anholt, 2005b). Second,
branding applied to a nation is an intelligent wafyachieving a nation’s sustainable
development, and a nation should develop a brandagement system (Pant, 2008;
Mihailovich, 2006; Freire, 2005). That is, natioraibding should strategically develop a
robust nation brand system and then holisticallpaga that system.

Therefore, this research emphasizes that key comtapation branding (Fig. 9) has
been based on a “tripod”, i.e. country-of-origitaqe development and public diplomacy.
From these notions, nation branding is to combimt and to create a nation brand to
achieve nation brand effects. This process needsndmella branding and a strategic brand
management approach that can sustain a nation-issatem. In particular, reflecting the
importance of the nation brand’s alignment with oy management, we highlight four
aspects of nation branding as follows: (1) alignengation brand with a national strategy;
(2) building a nation brand strategy; (3) buildmgation brand identity and image; and (4)
managing a nation brand behaviour.
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Fig. 9 Key concept of nation branding

Country-of-
Origin

Nation

Branding
Place

Development

Public
Diplomacy

A strategic umbrella branding for nation brand nggmaent
-to manage the nation brand,

i.e. from a country name through to all the cdbecactivities
for all endorsed dimensions of national brands

-to sustain a nation-brand system

-to achieve nation brand effects both internally extkrnall

-Aligning a nation brand with a national strat
I

-Building a nation brand strate
I

-Building a nation brand identity and im:

I
-Managing a nation brand behavi

ALIGNING A NATION BRAND WITH A NATIONAL STRATEGY

As nation branding is a set of practices that amnalign the way the nation and its
subjects think of and conduct themselves withinltdggc of the ‘reality of globalization’
(Dzenovska, 2005:176), nation brand managementimsagly aligned with the role of
nation branding. Therefore, it needs to considet thranding a nation must be an
amplification of what has been correctly definedtlas core values and ideology of a
country (Gilmore, 2002:284-85). To endure agaimshgetitive environmental changes as
well as represent the nation itself, the brand obantry (i.e. the nation brand) must sit at
its heart, driving the country’s strategy and it®ction (Fig. 10), and act as a guide to the
strategic decision-making processes of country gamant (lbid).
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Fig. 10 A brand-centred management

(Source: Gilmore, 2002: 285)

Papadopoulos and Heslop (2002) assert whether ingaslappropriate to countries
as a strategy or not is based on the theory ticatranon desire for economic growth can
motivate various agents/actors in a place towardsrgensus regarding which economic
development policies it adopts. Nations continupliekly (and sometimes implicitly) to
shape and reshape their identities, and the peamplanation itself continue to demonstrate
many traditional characteristics (Olins, 2002). sTklucidation validates that people who
share some characteristics are entitled to fornateomal identity as a ‘unique entity’ in
terms of time and space (Georgescu & Botescu, 208=pple live within the brands and
branded system that reflect the way they act, thamkl are perceived (Jaworski & Fosher,
2003). That is, along with the alignment of the mioyis strategy, the core of a nation
brand must capture the spirit of the people of tgquand their shared purpose (Gilmore,
2002).

BUILDING A NATION BRAND STRATEGY

To achieve a nation’s goals in the economic aremti@n brand strategy is one of the
solutions (Florek, 2005). O’'Donovan (2004) refewsniation branding as the practice of
applying a brand strategy to the economic, sopialitical and cultural development of a
country, and argues that approach results in aiyhjgbsitive international reputation for
the country and enables to achieve successfulméatianding. Nation brand strategy has
been importantly highlighted in terms of creatinglananaging a nation brant.should
integrate economic, social, political and cultudiciplines, and should deal with the
overall planning of the national strategy. It isspible through clear brand strategy to
devote the necessary resources to the brandindKaslacou & Cromwell, 2004). Anholt
(2004: 9) insists, moreover, that the real valuenation brand strategy is to provide a
government with a strategically robust set of catefor selecting the actions and
behaviours that best suit the country’s aims aspbus. Nation brand strategy is a means to
integrate all messages that a country wishes toraamcate to the world, and encompasses
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factors, i.e. subject’s activities in building amfomoting identities, as a strategic
framework for nation branding (Cho, 2004).

An interview was done by Simon Anholt and Wally i8li—- known as two gurus in
nation branding, which provides the strategic psllaf nation branding (Table 13). Their
perspectives related to nation branding show bintiiagities and differences. Nations are
branding themselves for attracting investment aedting economic wealth. In line with a
government’s initiatives and behaviors, it is inpot to strike an internal and external
balance and a policy-based how-to-do approach. ekds to connect channels of
communication (e.g. policy, culture, people, praduand tourism) in a joint strategy, to
consider a coherent approach to short, medium ang ferm planning, and to show a
leadership from the very top, i.e. the head of gowveent and/or head of state. In leveraging
to shape the brand positioning of a country, the ob everybody as well as institutions and
politicians, in particular, is emphasized to bendrahampions.

Table 13 Strategic pillars of nation branding picest

S. Anholt W. Olins

-Nation brand has little in common | -Nation branding is related to diverse|
with the way that commercial brands stakeholders and needs to deal with
are built by advertising, logos and | both the public sector and the private

What differentiates
“nation branding” from
commercial branding?

slogans sector
-Connecting policy, culture, people, | -A balance between the internal and
What are the strategi¢ products and tourism in a joint external focus
pillars of nation strategy -An understanding and integration of
branding? -A coherent approach and leadership the input
for short, medium and long term -Need a support of the people as
planning nation brand champions

-To make public opinion ensure that -To attract foreign investment,

Why is it necessary for this nation brand is as true as it can tourism, and export their products in
a nation to brand itselff? be to the aims of the country. competitive world

What are the benefitsP-To make export, tourism, cultural | -To create a platform where a nation
relations, investment promotion, and attracts a greater share of the world’s

S0 on wealth
What are the roles of| -The companies, tourism, other -Institutions shape people’s
institutions, symbols, | people, sport, and culture need to heperceptions about national brands.
individuals, promoted to “round out” what is still Public diplomacy and politicians play
companies? a pretty thin brand a major role in that
-All countries are diverse, unlike -You should not have too many

How can a country | products. Richness is an asset, not| symbols or initiatives because they
with many symbols | an obstacle. -An advertising issue is @aonfuse the audience.

present itself? concern -Visualize the core idea
merely for the tourist board

(Source: http://mww.designindabamag.com/2006/2raahtdr the _beloved_country.htm)

Nations explore different strategies for achievthgir nation brand goals (Dinnie,
2008: 219). However, there are certain basic gr@aginciples (Fig. 11).
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Fig. 11 The basic principles of a nation-branditrgtegy

Where are we now? Strategic analysis
Where do we want to go? Strategic planning
v v
How do we get there? Strategic implementation

(Source: Dinnie, 2008:220-24)

A brand’s positioning defines a brand’s point derence by identifying the attributes
which make the brand similar to other places andchvimake it unique within the
competitive set (Hankinson, 2004: 115). Papadopoalod Heslop (2002) assert that a
country is a ‘corporation’ that produces many piiduand that it needs a corporate-
positioning strategy based on its core competeneubsch derive largely from people,
ideas, approaches, and styles of doing businessexXample, the perceived competencies
of Switzerland (accuracy, trustworthiness and sp are transferable and actionable in
unique ways to the different ‘product lines’ of tlewuntry, such as tourism, banking and
the exporting of watches and premium dairy prod(tisl). The issue is not so much one
of needing to develop ‘a single strategy’ but ohel@veloping distinct strategies for each
of several outputs that can be meaningfully distisiged from each other and coordinated
so that they do not conflict (Papadopoulos & HesRij92).

BUILDING A NATION BRAND IDENTITY AND IMAGE

Nation branding is about the ways in which a whaaantry differentiates, symbolizes
and communicates itself to all of its audiencesicivielates to building and managing a
nation’s brand identity and image. It is widely epted that brand identity is how the brand
Is intended to be perceived and brand image igpéneeption of a brand in the minds of
people. As Dinnie (2008:42) states, the core caisogipbrand identity and brand image are
eminently transferable from the context of produsesvices or corporations to the context
of nation branding. In the nation branding contéx¢y are described in various ways. For
instance, from a country-of-origin perspective,ioratbranding is to meet the identity-
building requirements imposed upon its nationahtisaby the global marketplace and to
build a nation’s image that derives from the muttrainsfer of images of particular
companies and products. In terms of place developmaued branding, identity and image
form an entity for branding a nation. To build amd relationship with foreign audiences,
the nation’s brand identity and image forms theteef building foreign policy and
managing diplomatic efforts. Even though there dreerse views from the different
perspectives, building brand identity and imageaohation is a selective process of
identifying a nation’s values and therefore ineodhly linked with managing the nation
brand.
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To develop an understanding of a nation brand iyeahd image, an analysis of the
components of brand identity and image is a usgtuting point (Dinnie, 2008:42). The
notion of a national image (or country image) pded an important aspect of the
components of a nation brand identity and imagéfe Jand Nebenzahl (2006) define
national image (or country image) is a dynamic gime@non including smaller or larger
localities (such as cities, states, or regions) agdbranding should be strategically
determined and controlled. Examining the conceptaohation brand image, Dinnie
(2008:47) insists that segmentation of target axwhis needs to be carried out in order to
both monitor and influence the image. Researchgidight the national image (or country
image) and nation brand image in alternative way.

However, there is a common notion that in ordebudd a national image or nation
brand image, a nation’s brand identity must betete@and developed at the same time
(Dinnie, 2008; Rainisto, 2003). Kotler and Gert(2002:251) refer to the national image
(or country image) as the sum of beliefs and ingoes people hold about places, and
describe that it results from a nation’s geograghstory, proclamations, art and music,
industrial products, famous citizens and otheradeiatures. For effective nation branding,
the desired national image must reflect realityd de believable, simple, appealing,
distinctive and conscious (Ibid). “Perception islity” (Jaworski & Fosher, 2003:100).
Building a national image as a brand perceptiotinked to building a nation brand
identity, in particular, based on the real contéreality) of the country.

The role of brand management is to define and neadgand identity as a means of
achieving competitive advantage (Hankinson, 200#4:.11Therefore, effective nation
branding relates to building and managing a nati@md identity. Researchers elaborate a
nation brand identity with multifaceted aspectshef reality from natural and authentic to
technological and competitive (see Table 14).

Based on the genuine perspective of nation brandsgiore (2002:283) refers to a
nation brand identity as ‘communication equitiesthe ‘ownable’ brand communication
assets, ranging from historical and political esetat particular individuals and physical
structures. Martinovic (2002) emphasizes the margatentity of country as the genuine
country features that make up its geopolitical,necoic, social and cultural environment.
Florek (2005) accounts for the fact that the couptoducts are diverse based on a nation’s
strength in its brand being the creation of com@ntridentity (i.e. the set of ideas, values,
features, culture, words, images and so forth).n@i(2008) asserts that a key task in
constructing a nation brand identity is to identtig elements of national identity.

A place’s brand image is inevitably linked with thace’s national identity that is
rooted in both culture and politics (Skinner & Kgka 2007). National identity is the
driver developing the nation brand and the demmchatocess (Wetzel, 2006). Gnoth
(2002) argues that the choice of brand attribuedsshdetermine and shape competitiveness
as well as the identity, and that the pool of htités consists of the attraction, essential
services, supporting primary and secondary indesstand all export products. To modify
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the basis of competitive advantage, a place bradaifopm is developed as an integrated
form that combines a variety of sourced place factoto the place essence and the place
competencies: the esserafethe place brand consists of values and mantfeataof the
place; competencies are based upon capabilitiesremadativeness (Zerrillo & Thomas,
2007).

As a total concept of a nation brand identity, Remset al. (2003) refer to a nation
brand identity as an umbrella identity encompassirgbrands applied to four dimensions
(tourism, FDI, export, and political influence) tife country. In the context of tourism,
brand identity has two components of an authenficepand the natural centre. In the
context of FDI, the country is identified as theygibal and economic centre, a stable
macro economic environment, and the qualities efpople themselves. In a similar vein
to FDI, there is an opportunity for the brand tmjpct the idea of the people being
excellent providers of industries and of locati@naahub for trade. For political influence,
brand identity can be articulated as an esserdidher in any initiative or event impacting
on other places.

Table 14 Nation brand identity and its sources

Reference Nation brand identity Sources of natiamt identity
Morgan, Pritchard Warm, friendly and welcoming openness, natural and
; The brand values ; : .
& Piggott 2002 unpretentious, unique heritage
Gnoth 2002 Brand attributes The attraction, gssentl_al services, supporting gnym
and secondary industries, and all export products
Gilmore 2002 Communication equities _Hls_to_ncal and po_l|t|cal events, particular
individuals, physical structures
Martinovic 2002 Marketing identity The key fe"?“?’.res of _the economic, social and
cultural activities of its population
Papadopoulos Outputs which consist of theCore competencies and product lines
& Heslop 2002 products, services and actions
Jaworski & Fosher A nation’s people, beliefs, history, innovationilisk
Essence and core values
2003 and know-how
A unique set of place The most unique know-how-expertise and resoufces

Rainisto 2003 attraction of the place

An authentic place and the natural centre (Tourism)
the physical and economic centre, a stable macro
economic environment, and the qualities of the

Frasher etal., 2003 An umbrella identity people themselves (FDI); the people being excellent
providers of industries and location as a hub rfade
(Export); an essential partner (political influehce
Hankinson 2004 Brand personality Functional, syncbahd experiential attributes
The set of ideas, values, features, culture, wards,
Florek 2005 Core brand identity images and so forth which produce in the recejver

defined associations with the country

Skinner & Kubacki

2007 National identity Cultural and political entities
Zerrillo & Thomas The essence: values and manifestations;
Place brand platform o L i .
2007 Competencies: capabilities and innovativeness
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What is the most important notion is that natioarioling is to manage a nation brand
that is based on the reality of the country. Intipalar, reality is changing, and this
transformation is botimternally and externallydriven (Szondi, 2007). Therefore, nation
brand identity and image should always correspand isystematic way to maintain
continuity of the brand reality, which needs toetakstrategic approach (Ibid). The identity
is a result of planned activities, and its imagehis passive process outcome (Rainisto,
2003). Ultimately, nation branding aims to improaenation brand identity, image and
reputation.

MANAGING A NATION BRAND BEHAVIOR

Nation branding aims to improve a nation’s imageé aeputation, which can only
occur if the nation’s actions are well-communicased well-perceived (Dinnie, 2008). A
nation brand is built through the country’'s actiarsl behaviours (Anholt, 2006b:179).
‘Country behaviour’ refers to the work of the caynthat the communication of brand
identity is made through, entailing “national pglidecisions and work undertaken by the
leaders of the country and their departments [..d alh the events that occur in a given
country that are to do with politics, economicggesce, sport or culture” (Florek, 2005:
209-210). To achieve a sustainable competitive atdege in the marketplace, nations need
to engage in a degree of consistent behaviour (WnRO05b:117). With respect to
anthropological perspectives, moreover, Dzenovsk@0F) traces the discourses of
branding actors who are actively involved in natimanding or identified as supportive of
nation branding efforts. In line with advanced ldiag theory and the anthropological
discipline, nation branding needs to define howntinag actors have been involved in
country behaviours. If there is indeed nation binagdthe first question to be addressed is
who is responsible for nation branding (Fan, 2006:8

The crucial role of the government in nation bragds pointed out in academics and
practices. Anholt (2005a) recommends that the gowent plays the role of a holding
company managing a group of related sub-brands. o&ergment can formulate
communication strategies aimed at improving thegenaf its country (Jaffe & Nebenzahl,
2006: 23-24). Kyriacou and Cromwell (2004) describat in order to develop internal
competitiveness and integrate it into the world pamity, the responsibility of nation
branding derives particularly from the governméatusing on its promotion and support
for the sectors, its image, as well as establishghgvant legislation and maintaining the
rule of law. In particular, nation branding praescaim to govern on three registers that
align the activities of the governing actors (Dzesi@, 2005:181). Firstly, it is necessary to
align activities of institutions and individualsrpeived to be in a position to govern so that
they are animated by a compatible logic. Seconalyion branding influences potential
investors, tourists and consumers in ways thattresa purchase decision. Thirdly, nation
branding practices aim to affect the conduct ofititkviduals who constitute the nation.
The technologies of government appropriate to @ic¢he three registers differ (Ibid). The
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government of the country has a responsibilityotokl after the well-being of its citizens,
and nation branding must have the support of a ebemp government, sound policies and
value-producing development projects (Gilmore, 2203).

To succeed, nation branding needs not only theoresility of the government but
also involves all levels of stakeholders of a counWithout them, a country cannot
successfully make use of its resources and capebjliand risks losing its development
and market position (Endma & Luneva, 2004; Kotler et al., 2004). Stakeholders are
virtually all members of the public, i.e. “any gmwr individual who can affect or is
affected by the achievement of the organizatiorbgedives” (Freeman, 1984:46). The
various aspects of stakeholders in nation brandnmegdiscussed in some viewpoints. One
of them refers to as a nation’s own people or taggeliences (Gilmore, 2002; Gnoth,
2002; Anholt, 2000). Ursache (2003) underlinesg“dudience is split into two major
categories: that nation’s people and everyone #issseems that most national branding
programs are aimed at foreigners — improving ori®ma image in the eyes of the rest of
the world — but it is equally important to creat®grams that aim at that nation’s own
people, because on a long-term basis, a natioerceed also through its individuals.”
Gilmore (2002:286-88) refers to stakeholders agetaaudiences and classifies them into
present and future residents; investors, both atehand from abroad; students; retirees;
tourists; media and opinion formers. Moreover, @iten(2002) insists that these are not
mutually exclusive, i.e. a student of a countrylddoecome an investor in the future; the
tourist of today could become the export purchéserorrow and be mutually supportive
when taken together.

In terms of management of the nation brand, Loo Baglies (2006) assure that
countries generally take one of two approaches:the first approach, dedicated
organizations are set up either by the governmeby ¢he business community to promote
the nation and its outputs. In the second appradehgovernment assumes a leadership
role and confirms that a consensus on the commaoondi@ators to be promoted can be
reached and then inspires the private and publatose to live up to them. Gnoth
(2002:268) advocates that the creation of a styategthe brand attributes needs to be
spearheaded by the industry in conjunction withstdkeholders. Industry groups such as
chambers of commerce, local councils, tourist bearti government agencies are partners
in the effort to maintain or improve a national g@awhose ongoing endeavor is necessary
to mold consumer preference for products sold abi@affe & Nebenzahl, 2006:137).
Industry-government cooperation (Papadopoulos, 2684 been used as a trade barrier in
order to foster demand for domestic goods instdadports (Ibid). The infinitely wide
scope of nation branding activity can only adedyabe conducted through an inclusive
stakeholder approach in pursuit of goals that Ww#nefit the whole nation (Dinnie,
2008:170). The ultimate success of a place braradegly relies on how effectively the
brand mirrors the reality through effective comnetrhand relationships with stakeholders
(Kerr & Johnson, 2005; Hankinson, 2004). Fehlmanal.g2002) distinguish stakeholders
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as internal (i.e. national, community, economy, papulation) and external (i.e. individual
countries, supranational organizations, and othech as correspondents, news agencies,
neighbouring regions) parts. Nation branding, gsacess that evolves and expands over
time, includes both internal and external staketialdTable 15).

Table 15 The categories of stakeholders for ndiranding

Embassies and consulates
Inward investment agencies
Economic development agencies
International enterprises with a place-bound link
National governments
National level Political parties
Export & inward investment agencies; tourist boards

. Local and state government
Community Level : - - .
Internal Regional economic development agencies & touriatt®
Stakeholders Public Sector
Mayor and/or city manager; business developmenardieent; urbar
planning department; tourist bureau; conventionseduw; public
information bureau
Sector Level Private Sector
Individual citizens; leading enterprises; local eepers/ agents
organizations; hospitality and retail industriesgifitating
organizations; tourist agencies; media (newspapdio, TV);
society groups (e.g. professional, religious, anads)

International Level

~

Individual Neighboring countries; the most influential couesti countries o
Countries territories with a similar offering
External Supranational

OECD; FTA; UN; WTO; etc.

Correspondents for the nation in the internatiopabss; news
agencies; neighboring regions

Stakeholders Organizations

Others

(Source: Lee et al., 2006)

2.3 NATION BRANDING & SUSTAINABLE COMPETITIVENESS

Countries compete in the competitive global enwvinent to develop markets,
technology, skills and investment, and to raisertetandard of living (Vietor, 2007:1).
Competitiveness is the key notion manifesting tbenemic success of a country and the
only question is how best to achieve it (Krugma®@Q@:17). As branding is referred to as
the starting point in creating a sustainable futiarethe organization (Kitchin, 2003:69),
nation branding is considered to be the centrakcephin creating and managing the
sustainable competitiveness of nations. This sectiomprises the relevance of nation
branding and international business in terms obgjiaation and competitiveness. In
particular, we focus on understanding the concépustainable competitiveness as key
performance outcome in nation branding.
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2.3.1 NATION BRANDING AND GLOBALIZATION

Globalization is a domain that is shared with feekklich as international political
economy, economic geography, business and soceso ial issues in management), and
business ethics (Peng, 2004; Freeman, 1997). Asdhee time, it has been interpreted as
the concept of both challenging the competitive spuee and expanding market
opportunities on a global basis (Knight & Cavusgd04; Kotabe & Helsen, 2000; Porter,
1998; Barney, 1991). Globalization promotes localoadvantage by removing artificial
barriers to trade and investment, which provideth ibe opportunity to boost national
competitiveness and a threat to increasing or ewvantaining it (Porter, 1998).

Recently some celebrated scholars in internatibnsiness management have insisted
on globalization’s multiple dimensions and theirmageability. Buckley and Ghauri (2004)
argued that globalization implies location near ¢chhistomer and that the differential pace
of globalization across markets presents a numbehallenges to policy makers in local,
national and regional governments. Gill (2002) adyed that globalization, as a multi-
dimensional facet involving ideas, images, symbwissic, fashion, and a variety of tastes
and representations of identity and community, he part of a broad process of
restructuring the state, political and civil sogjgiolitical economy and culture. Kaul et al.
(2003) asserted that globalization can be managgabtl that if globalization is to serve as
a means of improving people’s lives, concerted sstomder public policy action,
networked cooperation as well as the free flow o¥gte economic activity must be
necessary.

In the nation branding context, there are seveoalditions that make a branding
approach to competitiveness not just desirableebsntial (Table 16).

Table 16 Conditions driving a nation branding ajjgio

-The spread of democracy and democratic-type gawes] an increasing tendency towards
transparency of government and open relationdigpseen state players, as well as a growing interes
and awareness of international affairs among psibli

-The growing power of the international media

-The falling cost of international travel and tl&rg spending power of a growing international dhéd
class and its constant search for new experiences

-An ever more tightly linked global economic systemd a limited pool of international investorsriggi
chased by a growing number of industrial and serlacations

-A range of consumer products sourced from an widggr pool of countries increases the need to build
trust in both company and country-of-origin

-For poor and developing places, the intense cdtigrefor international funds, technology and skill
transfer, inward investment, export markets aader

-More intense competition in attracting talentednigrants

-A growing demand on the part of consumers

(Source: Adapted from Anholt, 2007a:19-20)
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The common driver of all such changes is globatimatand only those global players
with the ability to serve a wide and diverse glolmarketplace and with a clear, credible,
appealing, distinctive and thoroughly planned wvisiaentity and strategy can compete
successfully (Anholt, 2007a:21).

2.3.2 KEY CONCEPT OF SUSTAINABLE COMPETITIVENESS

COMPETITIVENESS

There are no agreed definitions of competitivereésgations (Table 17), and the term
seems to mean different things to different pe@ptdtho, 1996:1).

Table 17 Definitions of the competitiveness of oas

Definitions Sources
-Country’s ability to generate the resources regliio meet its national needs HMSO, 1985
-Country’s ability to create, produce and distrégervice products in international Scott &
trade while earning rising returns on its resosirce Lodge, 1985

-Competitiveness is seen as the ability to perfaet; it is the generation and
maintenance of competitive advantages; and litdgptocess of managing decisions | Buckley, Pasg

and processes in the “right” way & Prescott,
-Competitiveness cannot be considered as a staiept, but rather as an ongoing 1988
process

-Competitiveness is the degree to which a natior) gader free and fair market
conditions, produce goods and services which theetest of international markets,
while simultaneously maintaining and expandingréred incomes of its people over
the longer term

OECD, 1992

-Competitiveness is the ability of a country toiagk sustained high rates of growth in

WEF, 1996
GDP per capita

-A nation which fails to match other nations in gwetivity or technology will face
the same kind of crisis as a company that canabdthrthe costs or products of its
rivals

Krugman,
1996

-Competitiveness in the short run has been equeitadhe level of the real exchange
rate, ensured internal and (broadly defined) exsdnalance (i.e. desirable level of the
current account)

-Turning to the longer-run aim of rising living atéards, a possible definition of
international competitiveness could be the higpessible growth of productivity that
was compatible with external equilibrium

Boltho, 1996

-The “wholeness” is an important characteristicafpetitiveness

-Competitiveness analyses how nations and entegnignage the totality of their
competencies to achieve prosperity or profit

-Competitiveness ithe ability of a nation to create and maintain avirenment that
sustains more value creation for its enterpriselsraore prosperity for its people; the
ability of a country to create added-value and timgrease national wealth by
managing assets and processes, attractivenesggressiveness, globality and
proximity, and by integrating these relationshigt® an economic and social model

IMD, 2005
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The idea that the economic success of a countnergdkEp on its international
competitiveness took hold among business, poljtiaatl intellectual leaders in the late
1970s; the World Economic Forum, which hosts thredias Davos conferences, began to
publish its annual World Competitiveness Report®80, and the rankings in that report
soon became a major criterion by which nationafquerance was judged; by the 1990s,
the concept of competitiveness was no longer evatraversial among influential people
(Krugman, 1996:17).

Competitiveness has given meaning to a countryiftyalbo produce competitive
resources based on national needs or internativadé and to maintain competitive
advantages. In particular, Buckley, Pass and Pites(088:177) insisted that
competitiveness cannot be considered as a statmepqy but rather as an ongoing process
and thereby it is a critical aspect of researclo itlte process of competitiveness.
Competitiveness embodies a holistic approach toumtcy’s ability to sustain national
economic and social development level for its peopb achieve those development goals,
it is referred to as a nation’s ability to produmeods and services that meet global market
needs, to create and manage value-added assetssg@s, attractiveness and globalization.
In the 2%'century, competitiveness comprehends “wholeness™tntality” that shape the
ability of a nation to create and maintain an emvnent that sustains more value creation
for its enterprises and more prosperity for itsgeo

COMPETITIVE ADVANTAGE

It is necessary to explain the dynamics of comipetiess, and single measures of
competitiveness do not capture all the elementshefconcept (Buckley et al., 1988).
Competitive advantage, Day and Wensley (1988:ljstied, is sustained through the
integrated framework (Fig. 12) underlying the sedia¢ determinism of the source of
advantage, positional advantage and performanoems.

Fig. 12 The elements of competitive advantage

Source of Advantage Positional Advantage Performance Outcomes
—»| -Superior skills | -Superior customer valug—yp. -Satisfaction
-Superior resources -Lower relative costs -Loyalty
-Market Share
-Profitability
Investment of profits

to sustain advantage

(Source: Day & Wensley, 1988:3)
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B Source of advantage

Nations are endowed with differing stocks of fast¢Fable 18). Factors are grouped
into a number of broad categories such as infretstre, human, physical, knowledge and
capital resources, and all of them play a rolehassource of the competitive advantage
(Porter, 1998:74-75).

Table 18 A category of factor endowment

Factors Contents

The quantity, skills, and cost of personnel (inahgd management), taking int
Human resources account working hours and work ethic. They can beddd into a myriad of
categories, such as toolmakers, electrical enggngith PhDs, and so on.

o

The abundance, quality, accessibility, and coshefation’s land, water, mineral, pr

r:!giiaels timber deposits, hydroelectric power sources, fighgrounds, climate conditions,
and geographic location, size, time zone and positi

Knowledge The natign’s stock of .f,cie.ntific,. techrllical and hmrknowletljge.bearing o_n goods

reSOUICES and services. They reside in universities, govemmesearch institutes, business and

scientific literature, market research reports tnade associations.

Capital resources The amount and cost of capitilable to finance industry.

The type, quality, and user cost of infrastructavailable that affects competitio
including the transportation system, the commuiocasystem, funds transfer, health
care, and so on. Housing stock and cultural irtiits affect the quality of life angd
the attractiveness of a nation as a place to Iinkveork.

>

Infrastructure

(Source: Adapted from Porter, 1998:74-75)

A hierarchy of sources of advantage structuresofactontributing to sustainability
(Porter, 1998:74-75). Lower-order advantages (sashlow labor costs or cheap raw
materials) are relatively easy to imitate, but kigbrder advantage is more durable and
characterized by more advanced skills and capaiiliSources of higher-order advantages
are not only sustainable but are associated wighdrmilevels of productivity (Ibid). As
sources of advantage, superior skills are thendistie capabilities of personnel that set
them apart from the personnel of competitors, amakegor resources are more tangible
requirements for advantage that enable enterpiisegercise their capabilities, which are
the key success factors that must be managed olgds ensure long-run competitive
effectiveness (Day & Wensley, 1988:1). Aaker (1988)med that assets and skills are the
basis of sustainable competitive advantage. H&0Z2) defined intangible assets whose
essence is an idea or knowledge, and insistedhbgtdrive capability differentials, which
in turn drive sustainable competitive advantageghicated industries (and segments of
industries) involving complex technology and higlslkilled human resources offer the
potential for high levels of productivity as wel austained productivity growth (Porter,
1998:10). Human capital and clusters of industaiesemerging as the most vital resource
that places possess or can develop in place caiopdiKotler et al., 1993:322-26).
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B Positional advantage

Nations are positioning themselves strategically tbair abilities to assume an
advantage in attracting human and physical capati regionally and globally. Positional
advantage in markets is secured by value-creattinitees, which is gained only with
considering a market segment characterized byndisbenefits that are perceived and
valued by both competitors and customers (Day & ¥\ 1988:1). Based on the research
regarding external environments, some studieswlgialmarket conditions such as market
evolution (Teece et al., 1997; Dickson, 1996; Serd@93), competition and customer
demand (Kessler & Chakrabarti, 1996; Day & Nedumg&€94). Research has defined
market in some perspectives. Day (1990) referred, téor instance, as a core market
including products that offer similar or relatednétions to groups of customers with
distinct needs and as an extended market encompaalicompetitive possibilities for
satisfying customer needs. Buckley and Ghauri (RCfategorized markets into three
levels, i.e. financial markets, markets in goods services and labour markets.

Meanwhile, Hooley et al. (1988) insisted that thisr@ typology of strategic market
environments in competitive advantage, which araratterized in terms of key
environmental factors (Table 19) in competitive iposing. The only significant
difference across environment types in competitagvantage relates to product
performance and high quality. High price positi@notcurs in mature and diverse markets
(Ibid.)

Table 19 Market environmental factors

(i) A new emerging or a declining market
Market maturity (ii) An established, growing market
(iif) A mature and stable market

(i) Many customers each wanting different productservices
(ii) Distinct market segments each wanting difféneroducts and services
(iii) All customers want essentially the same pradwand services

Diversity of customer
wants and needs

(i) Customer requirements are changing rapidly
(ii) Customer requirements are changing slowly
(iif) Customer requirements are not changing

Changing customer
requirements

(i) Technological change is rapid
Technological changg (ii) Technological change is slow
(iif) There is no change in technology

(i) Competition is intense
Degree of competition (ii) Competitive rivalry is weak
(i) There is no effective competition

(i) Competition is established and entrenched

C titi h
ompetitive change (i) Competition is established but changing

(i) Competitors can enter but at a cost

Barriers to entr - . .
4 (ii) There are substantial barriers to entry

(i) Competitors can exit but at a cost
Barriers to exit (ii) There are substantial barriers to exit

(Source: Adapted from Hooley et al., 1988:134)
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B Performance outcome measures

The outcome of the competitive process, i.e. perémrce outcome (Table 20),
provides a historical perspective and insights thi sustainability of such performance
(Buckley et al., 1988). In terms of outcommeasures, relative market share with a profit
performance criterion represents the best appribri).

Table 20 Performance outcome by level of analysis

Export market share -The percentage share of expeldtive to a matched comparator
Percentage share of World | -Market share measured through the national sHaserd
manufacturing output manufacturing.

Balance of trade -Balance of trade between coumtrie

Export Growth -Export sales growth

Profitability -Rarely referred to in the literatuas a proxy for competitiveness

(Source: Buckley et al., 1988)

According to Hughes (1993), two broad approachemntdyzing competitiveness can
be distinguished. The first is that competitiveniess question of relative efficiency, which
can be measured by looking at the relative perfoo@alevels of productivity and
productivity growth. The second measure is that petitiveness is reflected in relative
international trade performance. The only meaninglincept of competitiveness at the
national level is national productivity (Porter,98). Hirst (1997) argued that globalization
means a continuing process of the growth of intewnal trade and investment. letto-
Gillies (2005) referred to international trade antkernational investment (in particular,
FDI) as the outputs of macroeconomic performance.

Trade in goods and services has been engaged asdime of economic growth along
with FDI. Nations have represented various patterrieade and FDI growth. In particular,
exports have indicated the competitiveness of emmatindustries, which has explained a
nation’s performance in global markets. Exports thee amount and value of goods and
services produced in one place that are sold aimpesth to another place and, in many
countries, they are the foundation for the coustgyower and prosperity (Kotler et al.,
1993:261). Export competitiveness has many fadbts,most obvious implying higher
exports. It also means diversifying the export leaskustaining higher rates of export
growth over time, upgrading the technological akdl sontent of export activity, and
expanding the base of domestic firms able to coengtbally; thus, competitiveness is
sustained and it is generally accompanied by rignegmes (UNCTAD, 2002:117). FDI
(Foreign Direct Investment) refers to the overseasstment of transnational corporations
(TNCs) and is one of the main figures indicatingaliton competitiveness based on stocks
and flows of FDI activities.

The world economy changed significantly in the 198Dl outflows since 1983 have
increased unprecedently by 29 per cent a year,hnas been three times faster than that
of the growth of world exports. The gap betweendtevth rate of exports and that of FDI
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outflows since 1985 widened dramatically (Fig. 8hich implies something about the
competitiveness of nations given the links betwileBhand trade.

Fig. 13 Index of current value of exports and FDtflows (1975-1989)
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(Source: UNCTAD, 1991:3)

Gersbach (2002) found a strong relationship betwgebalization and productivity
differences based on the most efficient produdees TNCs), and concluded that TNCs’
influence spreads beyond a single region such aspEwr North America. In the context
of production activity, some interesting figures aglevant to a nation’s competitiveness in
global markets. TNCs (i.e. transnational corporatfoare the major players that control
the bulk of production in global markets. They a only producers for international
trade but also consumers (i.e. investors) who oeter foreign investments. The world
economy has changed to favour these major plajatscbntrol the production in global
markets and decide to select locations for maknogyocts.

TNCs are significant players in world trade marketsl increasingly shape trade
patterns, accounting for about two-thirds of wdrlade. About one-third of total trade (or
half of the TNC trade) is intra-firm (UNCTAD, 20Q1Rursuing their optimal locations for
the highest productivity, TNCs are considered as afithe main target markets for nation
branding. Therefore, the number of them in a paldic nation represents a nation’s
competitiveness in global markets. As shown by Wierld Investment Report 2006
(UNCTAD, 2006), the number of TNCs worldwide hasen to about 77,000, controlling
at least 770,000 foreign affiliates. As shown inbl€a 21, their distributions are
characterized in several ways: in terms of parenparations, they are mainly based in
developed nations (i.e. about 70 per cent of tatad) about 50 per cent of them are located
in Europe, in particular in the European Union. iTHereign affiliates are located in
developing nations. East Asia is the main regioth whe highest number of TNC foreign
affiliates.

2 Transnational corporations are incorporated or aonporated enterprises comprising parent entesprisel their
foreign affiliates (UNCTAD, World Investment Reports)
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Table 21 TNCs distribution by country and economy

Parent corporations|  Foreign affiliates
Country Level Regional Level based in economy | located in economy
(number) (number)
Europe 44 922 218 651
Developed (European Union) (39 018) (208 026)
economies North America 3 857 28 332
Japan 5 658 4761
Africa 630 6 359
Developing Latin America & the Caribbean 3 006 36 448
economies Asia & Oceania (East Asia) (ig Zgg) (2?21 égg)
Other South-East South-East Europe 361 99 202
Europe and the CIS CIS 1 086 10 661
World Total - 77 175 773019

(Source: Adapted from UNCTAD, 2006:270)
SUSTAINABLE DEVELOPMENT

Sustainable development is first developed in tB80% to stress the need for the
simultaneous achievement of development and enwvieom goals, however the origins of
the concept can be traced back to the increasetkooshown for the environment in the
1960s and 1970s (Strong & Hemphill, 2006). Thewe raany different paths to sustain
development, and there is no single, fixed debnitdf “sustainable development.” The
goals of development vary, and there are many whaysaching such goals (Sachs, 1992).
Development is increasingly seen as an open-endsmb$s and, indeed, is defined very
loosely as a “broadening of people’s choice” (UNP98). However, in spite of these
differences, one thing is clear: development isualbauch more than economic growth and
economic development (UNCTAD, 1999: 150). As a caghpnsive view of development,
the United Nations Charter (1944) mentioned devalem in the context of economic and
social progress and higher standards of livingwalt as cultural, educational and health
matters. The Programme of Action of the 1995 W&utinmit for Social Development, for
example, embraces a concept of development thiatdes both developed and developing
countries, and deals with eradicating absolute pgvesxpanding employment, and
increasing social integration (UNRISD, 1995).

In dealing with the concept of development, Worlgdstment Reports of UNCTAD
adopt the United Nations’ definition of *“sustain@blhuman development” that
encompasses economic, social, political, envirotadeand other dimensions. Sustainable
development, as the primary challenge for the 2&situry, is a process of “achieving
human development [...] in an inclusive, connectequitable, prudent, and secure
manner” (Gladwin et al., 1995) and “improving theatity of human life [...]” (Bond,
2005:39). Encompassing both the challenge anddlian to the global issues, the term
“sustainable human development” (Table 22) refevsthe global-scale drivers of
sustainability. Recently, the Economist Intelligendnit (2004) presented a range of
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categories relating to the business environmentcaradity-of-life factors such as socio-
economic well-being for assessing the comparativaciveness of countries.

Table 22 Sustainable human development indicators

Reference Index Indicators
-Adult literacy rate (% aged 15 and older)
-Combined gross enrolment ratio for primary, seeondnd
tertiary education (%)
Human T
Development Human -Education index
P -GDP index; GDP per capita (PPP US$); GDP per aapit
Reports, Development Index .
(PPP US$) rank minus HDI rank
UNDP 2005 ;
-Human development index value
-Life expectancy at birth, annual estimates (years)
-Life expectancy index
: . . -Material wellbeing; Job security
Economist Socio-economic " o . . -
X . . -Familiy relation; Social and community activites
Intelligence Unit, Well-being i .
" -Health; Gender equality
2004 Conditions " _
-Political freedom & security

NATION BRAND EQUITY

The concept of the brand as a value enhancer ldasol¢he development of the
concept of brand equity (Hankinson, 2004:111). Brequity as a consequence in branding
is output rather than input (Hankinson, 2004; KelE998). Nation brand equity (NBE)
refers to the tangible and intangible, internal artérnal assets (or liabilities) of the nation
(Dinnie, 2008:67). Nation brand value (NBV) is tiotal sum of nation brand equity that is
created by people, firms, government and produttsma country (Cho, 2004).

National image and reputation are essential pdrtheo competitiveness and brand
equity of a nation (Loo & Davies, 2006; Jaffe & Mezahl; 2006; Gertner, 2004; Van
Ham, 2004). Based on stakeholders’ attitudes arweurs in the market, reputation
ultimately represents the output of nation brandbygembracing those stakeholders’
perceptions that are relevant to the nation imagartensen & Grgnholdt, 2005;
MacMillan et al., 2005; Fombrun, 1996). Due to tleputation of the countries as top
world manufacturers and exporters, products beahngde in Germany’, ‘made in
Switzerland’ or ‘made in Japan’ labels are commaelyarded as high quality (Kotler &
Gertner, 2002:250)

The objective of the process and method of meagutsndegree of success in place
branding is the increase in brand equityich is the extra benefit enjoyed by the consumer
(Kavaratzis & Ashworth, 2005). When considering altrdimensional view of nation-as-
brand, the central organizing concept is ‘countryiy’ or the value that may be embedded
in perceptions by various target markets about dbentry (Papadopoulos & Heslop,
2002:295). It is due to the growing awareness efrtéed to market places to more mobile
markets in a more competitive environment thatapplication of the principles of brand
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management to places is receiving greater attefiierr, 2006:278). One outcome of the
new environment has been the growing number of tc@snthat undertake proactive
branding programmes to attract foreign investorsl do promote export efforts

(Papadopoulos, 2004; Papadopoulos & Heslop, 2@&¢. of successful results through
place development and branding is representedamg@rowth (Fig. 14).

Fig. 14 Place growth dynamics

By place attractive,

1. New Industry starts up Inward immigration of new
2. Jop opportunities are strong residents, visitors, business a
3. Life quality is attractive investments

(Source: Adapted from Kotler et al., 1999)

Nation brand equity and value have been measuredobybining the customer
perspective with the financial perspective basedational competitiveness (Table 23). To
measure nation brand value, since 2003 Cho andtheSInstitute for Industrial Policy
Studies) have measured the Country Brand Valu& ab8ntries as judged by businessmen
and consumers in 65 countries. The Country Brantue/dndex has adopted brand
valuation through multiplying nation brand reverared the relevant brand power index.
Nation brand revenue, a proxy for each countrytaltsales, is calculated on the basis of
three-year tourism income and merchandise andcgeexiport volume. The Country Brand
Power index is calculated through multiplying thegion brand strategy by branding actors
and a combination of national competitiveness athological friendliness. Sinclair and
the School of Economic and Business Science (Usityepf the Witwatersrand) have
developed the Wits technique, aming to measurebthad value of South Africa. This
approach recognises that brands are long-life ass®d that they will help to generate
earnings for many years into the future. The metles discounted cash flow (DCF) and
four core inputs: financial, dilution, category exped life and brand knowledge structure.
In particular, for the financial measure, the Wwauation includes the earnings from
export sales, foreign investment and tourism ag#neings that are most sensitive to brand
image, the nation brand’s competitive ranking amel $tability of its region. Since 2005,
Anholt and GMI have measured nation brand valudsebtieen 10 and 35 nations by 2007.
The six key measures of national competence indludee: exports, governance,
investment and immigration, culture and heritagmpbe, and tourism. In conjunction with
Anholt Nation Brands Index, since 2005 Brand Fireahas carried out financial valuations
of the nation brands featured in the Nation Braindex, using an adapted version of the
‘royalty relief’ method, a valuation technique wigleised in commercial brand valuations.
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Table 23 Nation brand valuation

Reference

Brand Valuation-measures

Methodology

Cho and IPS
(Source: Korea Brand
Conference, 2003-2007)

-Country Brand Valuation

:National competitiveness index, psychological
friendliness, financial earnings, nation brand
strategy by branding actors

Survey in 65

countries among a
sample of business
people and citizens

Anholt and GMI
(Source: Anholt Nation Brands
Index, 2005-2007)

D

-The Anholt Nation Brands Index

:Perceptions of the cultural, political,
commercial and human assets, investment
potential and tourist appeal, Royalty relief meth

O

Survey in 35 nations
among a sample of
consumers

D

Sinclair and the School of
Economic and Business Scien
(Source: Sinclair, 2004)

-Wits technique
:Financial earnings, dilution,category expected

CSife and brand knowledge structure

Survey in South
Africa among a
sample of business

people

The aim of nation branding is to achieve sustaingbof the competitiveness of
nations. To achieve the sustenance of competitsggmeaation branding needs a substantial
and holistic approach to creating competitive ativgm and to sustaining a nation’s
development growth. However, as Pant (2005:273)eatgit is important to transform the
‘quality of context’ into competitive advantage international business. Moreover, to
sustain the competitiveness of nations, the natboompetitiveness needs to emphasize
the notion of nation brand equity. By nation bragglicountries are able to create national
systems and positions as the reliable and eligidenbers of the international community
(Szondi, 2007). Nation brand value, as the sudbénaompetitiveness, impacts on a
nation’s economic, social and political effectsg(Fi5).

Fig. 15 The impacts of nation brand value
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corporate confidence political power

kcredibility index
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(Source: Cho, 2004:40)
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2.4MODELS OF NATION BRANDING

Existing models — in the context of nation brandindistinguish how a nation brand
is developed and managed. Based on four aspedtsyafiation-branding concept (2.2.5:
Fig. 9), models are classified with different categs.

The first group of models focuses on developingrtaton brand on the principle of
aligning it with a national strategy (see Table.24)

Table 24 Models aligning a nation brand with a ol strategy

-Emphasizes that the brand acts as a guide tdrtegic decision-making process of
management. The model comprises three-layeredrfact

-In particular, the core of a nation brand mustieapthe spirit of the people of a country
and their shared purpose; the positioning muatrméts integrity to country’s core values
and spirit; and be sufficiently deep to transthtm into multifaceted sub-positionings with
relevance and meaning for each relevant stakeholde

Gilmore
2002

THE SPIRIT
OF THE

PEOPLE

-Identify the actions that should be carried oubtider to develop and implement the nation
brand.
-In particular, the starting point is vision fonation brand and for the goals to be achieveg
with the branding; then a working group has tséeup; internal and external research
follows; the working group together with expereshio formulate the central idea of the
brand; the visualisation includes creation ofgoland slogan; the message should be
tested; the execution plan must be prepared,dimduactivities to communicate the
message; implementation of the created branckisédt step, adjusting, updating and
coordinating the brand over time; evaluation talvio assess the process and success of
branding.

Endziha &
Luneva
2004

Internal

research -
Setup of Formulation

Initiative . . i ; ;
vida L working —H oflh_e central ‘*Vigualisa[iﬂﬂ 'T““'IB ’ Ex;i::nn . Implementation H Evaluation

L External L

research
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-Adopting the basic organizational model of brarmhagement, the author assumes a
holistic model of the destination management pssce

-In particular, the model emphasizes that destinatrand management requires strong,
visionary leadership and organization-wide comraittrfrom the highest level downwards
to achieve a set of brand values which encapstilatplace’s brand promise.

Leadership
Vision
Strategy

Internal brand identity External brand identity

Hankinson
2007 -Supportive culture -Strong alliances
-Inter-functional coordination -Compatible partnerships
-Outward facing
Consistent brand communications

Multiple stakeholders:
Visitors, media, government agencies, residenttoouers

There are a few models currently available to ergt@w a nation brand is developed
through aligning with a national strategy. We a@dpthree existing models. These
characterise the advantages or the disadvantageslding a nation brand. The first model
(Gilmore, 2002) emphasizes that the spirit of thegde and their shared purpose are at the
core of successful nation branding, which is basedhe etymological and ontological
concepts of nation branding. The second model (lmad% Luneva, 2004) takes a strategic
management process based on a planning approashmolel considers the importance
of vision creation, internal and external reseaschienplementation and evaluation.
However, only a working group among brand actoiigsvslved in this process. Moreover,
this model is limited to visualization in a natibrand development process. The third
model (Hankinson, 2007) takes a similar approacthéofirst and the second models in
terms of vision and stakeholders. However, thalthiodel exploits not only internal brand
identities but also external brand identities. émtigular, leadership and strategy of a nation
(or place) are highlighted as the most signifieelements in branding. In the first and third
models, internal and external stakeholders areideresl as the ultimate entity of the
process.

The second group of models emphasizes the roleaofdbstrategy in achieving nation
(or place) brand equity or value (see Table 25).
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Table 25 Models building a nation brand strategy

-Assert that a successful brand building procedsidies researching the brand values,
vision, positioning strategy and implementation.

-Explain that powerful place brands have a stramting factor and there is an essential
challenge to create identities representing theqd that are turning into celebrity value.

Morgan,
Pritchard high
: Potential sta Celebritie
& Piggott Emotional
2002 pull Loser: Problem place
low high
Celebrity valu
-Explore the idea that countries are so functigndiNerse that they should leverage the
emotive or representational parts of their bratehiities.
Representationality
Caldwell ) . ) .
. High representationality High representationality
& Freire

Low functionality High functionality
2004 >

» Functionality
Low representationality Low representationality
Low functionality High functionality

-Country brand value is a long-term outcome thaiflsenced by country image and nation
brand strategy.

-Country image is established through the inteoactietween national competitiveness
factors and consumers’ psychological proximity.

-In particular, nation brand strategy, a moderatatgor, comprises branding activities (i.e

Cho 2004 activities creating nation brand identities andrpoting them).

Country imag

[ Brand strategy ]

Country
brand

National
competitiveness

Psychological

proximity \ 4 value

»
|

-Focus on a place brand platform which consiste®fwo axes, i.e. the place-of-origin
essence and competency perception.
-For building place brands, the authors suggesigim-stage model.

4 Y stge

~

Essence Affinity Sector Identification
Zerrillo & 'y Stage 2: Markets Serve_d_Assessment
i Stage 3: Purchase Decision Impact
Thomas § Wish | Sweet i Stage 4: Current Position Assessment
2007 ow '9 Stage 5: Future Position Analysis
Competency [€— » Competency : .
Perception Bitter | Sour Perception Stage 6: Cost-Benefit Assessmen'_[
Stage 7: Programme Implementation
v Stage 8: Impact Measurement
Essence Disgust

- AN J
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Nation brand strategy is applied to the economagiasd, political and cultural
development of a country. To provide a criterion $electing country behaviour and to
achieve a nation’s development goals, it needs\tegrate a nation brand strategy with
those disciplines. The first model (Cho, 2004) eagites a nation brand strategy based on
actors and activities creating identities and comicating them, and defines nation brand
value as the outcome. Other models (Morgan e2@02; Caldwell & Freire, 2004; Zerrillo
& Thomas, 2007) focus on the relationship betweemdb essence and brand perception.
Even though they stated the importance of brandagement process for successful
branding, these models lack in insisting that theand strategies are enough to reflect a
nation’s strategy or development strategy.

The third group of models focuses on a nation brand its dimensions based on
brand attributes or reality of a nation (see T&dle

Table 26 Models building the nation brand idendif image

-The groundwork for the model is laid for how aioatbrand can emerge through the
association with the tourism brand.

-Success depends on the efficient management af#meling process. Particularly at the
beginning of that process, it is important to depehe vision of the brand which is
guided by the type of attractions the country isfiend wishes to develop.

High Tourists High
4 Country bran »  expectations A
/ Tourism A \ Tourists
Gnoth 2002 X service - evaluations
Yty f O Service
" symbolic ¢ Performance 7y
f--7m—-————————<=-2t 3 :Symbolic
- Bxpenental :Experiential Service
" Functional :Functional experience
K s yy
Physical - Destination’s
Brand Social Tourists benefits
development Cultural expectations
Spiritual

-Address that by focusing on export flagship praduthere is an opportunity to build and
manage the national brands.

-The nation brand is considered at three levetsoibolic, experiential and functional
and takes four vectors, such as FDI, export braiodsism and foreign policy.

Florek &
Coneio -The starting point (1) would be a suitable expodduct selected from the nation’s expoft
200; categories. Given consumers’ positive experiemgtsthe product, the product’s

associations would be transferred upstream (2¢e@me positive associations have been
transferred to the country-of-origin, they woulkel tetransferred to other country branding
areas (3). Export-flagship brand may be extendehd associated products and servicep
(4). These will also follow the flagship’s pattémreinforce the nation brand (5).
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1 4
FDI > Export Export ~  f------ v
categories Flagship (food)

A 4

Associated

Country brand /\ products and
i services

.-~ Symbolic 2
L Associated Quality and
+~ Experiential ~ .* culture feature

>

7

-* Functional 7

’
s

Tourisir

3“ Foreign policy

-Provides the understanding of a nation’s significdynamics and communication
Channels to build an efficient and successful canipation strategy for a nation.
-The portfolio can be divided into four main catdgs, which synthesizes economic,
political, social and cultural factors.

Natural

resources Cities | History | | Educatiol | ’—‘
Gudjonsson Etiauette
2005 | Nature | | Geoaraoh | <+—> | Peonl | | Culture |

Nation
Brands

Resource
Soc. svstel
| Culture || Econom Politics —
Political

Structure
| Educatiol | | Industrie: Econom:

uone|nbal/sme]

-Aim to unravel the complex relationship betweetiarood and a place’s brand
identity. The model conceptualises how the nabiand identity is created and

communicated, taking all the factors of a natiwo iaccount and relying on a wide range
of moderators and contact points.

PLACES AND PEOPLE

T Contact Points
- i -Public Diplomacy
. Tourlsm, e>§port_ brand, f(_)relg_n fin:l -Personal Experience
Skinner & domestic p_ollcy, investment, immigration), -Formal Communication
Kubacki culture, heritage and people _Informal
Communication
2007 Macro T
Environmental¢———» +—r
Forces NATION Moderators
N \ -ldentity markers
- . -Identity rules
Political Cultural Economic Legal -Physical distance
system system system system Time

’ ’ ' v

PLACES AND PEOPLE

These models all aim to explain how a nation biiaraeveloped through the identity-
building process and what kinds of brand attribatesinvolved in the process. While the
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Table 27 Models managing a nation brand behaviour

Hankinson
2004

-Proposes that the model extends the concept laica prand beyond the narrow focus of
a perceptual entity or image to include behavibama economic dimensions.
-The place brand is represented by a core brandoamdategories of brand

relationships (i.e. consumer group, primary servilrand infrastructure and the media)

Consumer

/ relationship \

Brand infrastructure Primary seryice
relationship «—> Core brand > relationship

A
\ Media /

relationship

Anholt &
Hildreth
2005

-Argue that most countries send out messages #diemselves via a ‘hexagon’ of
communication channels and behaviours. The hexegowprises following actions: the
nation’s tourism promotion; the country’s expotte policy decisions of the country’s
government; the way the nation attracts inwar@&tment, foreign talent and
companies; the nation’s cultural activities; aine people of the country.

Tourism Export brands

People Foreign and domestic policy

Culture and heritage Investment and immigration

Dinnie 2008

-Refers to the category flow model as a processeriing nation-branding antecedents
properties and consequences: anticipation defivesthe consumers’ perceptions and
experiences to the nation; complexity and cultasgressiveness comprise elements o
the nation-brand construct; it is necessary tagadhe full range of stakeholders.

Anticipation
Antecedent: -Stereotypes

/ -Personal experience \

Complexity Encapsulation Cultural
-Managing diversity -Redefinition expressiveness
-Uncontrollability -Branding -Heritage; Lanscape
-Urban/Rural dichotomy -Zeitgeist -The arts

_____________________________ v

Engagement
-Inclusiveness
-Exemplars

Properties

Consequences

first model (Gnoth, 2002) is limited to a produetq. tourism) of a nation brand, the

second model (Florek & Conejo, 2007) explains aonabrand development through a

virtual circle of export product, country-of-origeffect and its impacts on other products

of a nation brand. Meanwhile, the models (Gudjons2905; Skinner & Kubacki, 2007)
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emphasize the importance of national economictipalj social and cultural dimensions in
creating the nation’s brand identity. In particulanacro environmental forces are
considered in the process. The fourth group of nsodepresents the modules that
underline the involvement of stakeholders and brhabaviours, emphasizing that the
nation brand identity is posited at the core offihecess (see Table 27).

When we analyzed them, models highlighted key canseeffect variables in nation
branding (Table 28) either implicitly or explicitySome models were limited to a

conceptualized framework; others were verified gatvely by empirical evidence.

Table 28 Key variables in nation branding models

Key variables Scope of
Causes Effects model
Gilmore 2002 | The spirit of its people; the positiay stakeholders Citizen value Conceptual
Endzina & Vision; a working group; internal and external
’ research; idea formation; visualisation; the messag Nation brand Conceptual
Luneva 2004 . . . .
test; execution plan; implementation; evaluation
Hankinson | Vision, leadership and strategy; internal and etk
i . P g_y . Stakeholders Conceptual
2007 brand identity; brand communications
Morgan et al. | Brand  values; vision; ositionin strategy; Celebrity value;
g . ) P g ¥ . y Conceptual
2002 implementation emotional pull
Caldwell & The brand’s functionality and representationalit ral loyalt Empirical
Freire 2004 y . y yaly P
Cho 2004 Country image (national competitive factofs, Country Conceptual;
psychological proximity); brand strategy brand value Empirical
zerillo & The place essence; the place competencies Cusitatimeac Empirical
Thomas 2007| ' <P + € R . y| EmP
Brand experiences (functional, experiential and Destination’s
Gnoth 2002 . P i ( P _ i Conceptual
symbolic); service performance and experience benefits
Three level of country brand (symbolic, experidntia .
Florek & and functional); gx ort (::)duct' co?wsumers National brands Empirical
Conejo 2007 ) ' P i P ' " “and nation brand P
experience; export flagship pattern
, The people and their culture; politics, structure, The nation’s
Gudjonsson . . i . .
2005 government and policies; the economy, industries;ompatibility and | Empirical
companies and brands; geography prosperity
Skinner & National system; macro environmental factgrs; Nation brand
) . . . . ) . _ Conceptual
Kubacki 2007 | physical distance; time; identity markers; rules identity
Hankinson Core brand (personality, positioning, reality); tolg
2004 relationship (consumer group, primary service, dran  Place brand Conceptual
infrastructure and the media)
Anholt & Tourism; exports; the policy decisions; inward competitive Conceptual,
Hildreth 2005 | investment; culture and heritage; the people identity; reputation| Empirical
. Anticipation; complexity; cultural expressiveness; Engagement b
Dinnie 2008 P : plextty P gag y Conceptual
encapsulation stakeholders

(Note: The variables have derived not only fromriealels directly but also the contents of the ditere)
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This research has observed models explaining kegegt of nation branding. Some
models (Endzia & Luneva, 2004; Hankinson, 2007) stress the brand mamage
perspective. Even though they have highlighted ithportance of the nation brand
development aligning with national strategy, andmed it to the organizational model of
branding and strategic brand management, the mdatgtsin explaining a nation brand
management as an advanced brand theory.

In particular, for nation branding that facilitatesffectively the sustainable
competitiveness of a nation, a model needs to explat only the causal variables in
nation branding but also performance outcomes wilpect to the sustainable
competitiveness. However, a few models (Cho, 200drgan et al., 2002) articulate the
effect of nation branding in terms of nation braeguity or value. They still lack in
explicating performance in nation branding in tloatext of strategic management as an
umbrella concept for sustaining a nation’s holistiand system.

2.5 CONCLUSION

Theories and models of nation branding and sudilneompetitiveness of nations
were reviewed, exploring the concepts of nationntireag and the sustainable
competitiveness; and the relevance of existing nsode line with the key concept of
nation branding.

The concept of nation branding has been both imigliand explicitly defined, which
relates to the notions from nation-as-brand toamabrand management. The nation-as-
brand notion is discoursed on the etymological, trgological and the ecological
perspectives of a nation. Nation brand managensemelevant to a nation’s ability to
develop and manage a nation brand. Strategic brmaadagement and the systematic
process approach are highlighted to innovate amaticurrent economic, social, political
and cultural realities and to align them with at&gy for building a nation’s identity and
improving national image and reputation. These daencepts in nation branding have
evolved with the academic disciplines of marketngountry-of-origin and a place and of
international relations (i.e. a branding approachublic diplomacy).

Aiming to define the role of nation branding aneéate a strategic management tool
on nation branding for the sustainable competiggsnof nations, we have addressed the
key concept of nation branding, in particular, feiag on the role of nation branding and a
strategic management approach to nation brandingt i§, nation branding combines the
three domains of country-of-origin, place developmand public diplomacy, creates a
nation brand as an umbrella brand encompassing dauntry name through to all the
collected activities for national brands, and uéttely achieves nation brand effects both
internally and externally. In particular, this pess needs an umbrella branding and a
holistic and strategic brand management approaathcdm sustain a nation brand system.
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For this process, we highlighted four aspects dfionabranding, emphasizing the
interdisciplinary and systematic branding approaEhst, to manage a nation brand
systematically, nation branding needs to align #onabrand with a national strategy.
Second, a nation brand strategy should be alignédd the nation’s economic, political,
social, and cultural development strategies. Thilhe, nation brand identity and image
should be created based on the nation’s realityrebleer, nations need to engage in
consistent brand behaviour that encompasses a&tisspf the nation brand.

These concepts of nation branding need to be detednwith respect to sustainable
competitiveness. The first notion relates to gladdation as a main driver of nation
branding. Nation branding needs to consider howestructure the country and how to
manage globalization, in particular, a globalizedrketplace that provides an external
environment for the nation brand. Competitivenessai country’s ability to produce
competitive resources based on national and inienma needs, and to maintain a
competitive position in global markets. In additiohis an ongoing process to sustain a
nation’s economic and social development level fty people. To sustain the
competitiveness of nations, nation branding ismaperative. That is, the competitiveness
of nations is the nation’s ability to create andtain competitive advantage and national
development. Nation branding is to take a strajegystematic management approach to
creating and sustaining them. Moreover, as we ea@lthe etymological, ontological, and
ecological concepts, the concept of nation brandiegds to show the entire process of
why and how a nation creates a nation brand sydtemsustain it and achieve the nation
brand effects ultimately expressed as nation braquity. In this holistic process of
creating and sustaining a nation’s competitiveneaton branding plays its key role.

To define the role of nation branding and creag&@egic management tool on nation
branding for the sustainable competitiveness abnat we have asked: how does nation
branding contribute to the sustainable competiggsrof nations; and how can we develop
a comprehensive framework for nation branding thetlitates effectively the sustainable
competitiveness of a nation. Based on the key qurmenation branding, existing models
fail to explain either the role of nation brandirigat influences the sustainable
competitiveness of nations or the relationship leetwnation branding and sustainable
competitiveness. Therefore, we conclude: a new hafdeation branding needs to adopt a
strategic nation branding approach in terms of Isithtegic management and ongoing
process of nation branding that sustains a naticorispetitive advantage, development and
brand equity.
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CHAPTER 3 A NATION-BRANDING MECHANISM MODEL

3.1 DEVELOPING A NATION-BRANDING MODEL

3.1.1 CRITERIA

Nations compete in the competitive global environtmea order to sustain national
economic and social developments for their peopteachieve these development levels,
nations have been building their abilities to proelgoods and services to match global
market needs. These represent a nation’s souraesrgietitiveness. As the main driver for
nation branding, globalization is a domain provgdian external environment where
nations can challenge to take opportunities for pettive advantage. A successful
performance in nation branding, therefore, can udsed by assuming a nation’s
competitiveness in the global market environment. particular, a notion of
competitiveness is denominated not as a staticepinbut rather as an ongoing process.
Porter (1998) has argued that competition is cotigtahanging and evolving in which
new products, new ways of marketing, new producpoocesses, and completely new
market segments emerge. There is an urgent neeeéxpdain the dynamics of
competitiveness, integrating input, process andcamé (Buckley et al.,, 1988).
Competitive advantage is sustained through thegiated framework underlying the
sequential determinism of the source of advantpgsitional advantage and performance
outcomes (Day & Wensley, 1988). In sustaining @on& competitiveness, therefore, it is
important to consider that a nation-branding mastel

= Suitable to explain an interwoven process of producompetitive resources and

simultaneously corresponding to the global marketrenment

» Suitable to address the dynamics integrating a esempu of input, process

encompassing the sources of the competitivenedgyenfiormance outcome.

Branding and brand-based differentiation are powerheans for creating and
sustaining competitive advantage (Aggarwal, 208&tion brands that stakeholders prefer
achieve competitive advantage in the marketpladactwleads to a stakeholder-based
country value. Nation branding is to create theéanable competitiveness of nations and
ultimately to achieve nation brand value. Thatitiss all about creating and managing
nation brand equity.

Reflecting on the nation-branding context relateml dountry-of-origin, place
development and public diplomacy, management oh#t®n brand equity must be in line
with a strategic approach to managing a nationdoremterms of strategic management of
a nation brand, nation branding should developstaguable brand system and manage that
system holistically. The primary role of nation hding is to perform nation brand
management effectively, and to align a nation braitd a nation’s strategy and direction.
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Moreover, to achieve a nation’s sustainable devetoq, it is important to develop a
nation brand strategy that applies to a nation@nemic, political, social, and cultural
development strategy. For managing nation brandtyegffectively, therefore, a model
should be:

= Suitable to align a nation brand with a nationtategy and direction

= Suitable to develop a nation brand strategy thpli@s to sustainable development.

A nation’s image (or reputation) and identity ahe tcrucial parts of nation brand
equity. Nation branding is to manage the natiodehtity and image, and aims to improve
these for the sustainable competitive advantagbeo€ountry. In managing a nation brand
identity and image, it is necessary to developiguenset of brand attributes or attractions
that are compatible with market competition and tmearket needs. For creating the
brand’s unigqueness and attraction, the most impbnpainciple is to take a strategic
approach based on the reality of the country, na@ealountry’s essence and competence.
In particular, changes in the reality are drivertlog extent to which the internal resources
and the external environment are transformed. Toage a nation’s identity, image and
reputation as nation brand equity, therefore, iinigortant to build a model that is:

= Suitable to deal with creating a nation’s identtyd image based on the reality of

the country

= Suitable to reflect the dynamic phenomenon of dadity change both internally and

externally driven.

A sustainable nation-brand system is managed by dbentry’'s behaviour,
encompassing branding actors and their activitesned a nation brand behaviour. To
align a nation brand with a nation’s strategy aimdation for sustainable competitiveness,
nation brand behaviour is important and therefagbllghted. In developing a nation brand
strategy and managing the identity and image, natieeed to focus on ensuring consistent
and coherent brand behaviour. To explain performancnation branding, therefore, a
model should be:

= Suitable to address a nation brand behaviouiiagading actors and their activities
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3.1.2 TYPOLOGY OF A MODEL: factor or process model

A strategic framework or model encompassing thdesyatic and comprehensive
approach, according to Schmitt and Simonson (19)/:dffers a clear guideline for
enhancing an organization’s or brand’s appeal,paondides value for the organization and
its multiple constituents. Morecroft, Sanchez arekht (2002) insisted that modelling can
elucidate logical relations among key success factdeanwhile, Gill and Johnson (2002)
asserted that theory is established by explairiegcause and effect relationship between
variables. According to Cooper and Schindler (2068), “causation” refers to a kind of
prediction and the causal inferences allow us itWbunowledge of presumed causes over
time. Therefore, it is important to highlight thause-and-effect relationship logically
during a model building.

A model is defined as an external and explicit espntation of a part of reality as
seen by the people who wish to use that model ¢enstand, to change, to manage and to
control that part of reality (Pidd, 1996). Meanwehibccording to Cooper and Schindler
(2003), the cause-and-effect relationship is ofiess explicit. In particular, Perry and
Robertson (2002) explained technically the causaliusing two forms: implicit and
explicit causality. The former assumes that somgrede of causality exists between
variables, and the latter is verified through mataping statistical procedures to measure
variables in the cause-and-effect sequence (lbid).

With respect to an input-process-output model farfggmance measurement,
researchers have explained models classified byadid perspective, i.e. variance (or
factor) or process model (Table 29).

Table 29 Characteristics of a factor and a pronessels

Factor Model Process Model
Static Longitudinal

The cause is necessary and sufficieBausation consists of necessary condition in

Definition .
for the outcome sequence; chance and random events play a| role

Elements Independent and dependent variahles  EBsgreequential entities

Outcome will occur when necessarputcomes may not occur (even when conditipns

Assumptions . "
P and sufficient conditions are present are present)

(Source: Markus & Robey, 1988)

A variance model focuses on inputs and outcomeshafge and explains the causal
relationship between them by testing the empirgsdociation and then inferring the
relationship at a statistical confidence level (kKawie, 2000; Van de Ven & Huber,
1990). Compared to a variance model, a process Ineggtains discrete or discontinuous
phenomena having a qualitatively different “chargjestate.” While a factor model (a
variance model) does not provide evidence of trenpmena (events, actions, and so on)
between variables, the process approach explainsv “or why” the predictors and
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outcomes are related (Newman & Robey, 1992). Itiquéar, researchers (Van de Ven &
Huber; 1990; Abbott, 1988) insisted that the precasproach is applicable to explaining
the temporal order and sequence in which a disegdtef events occurred based on a story
or historical narrative.

Reflecting on nation-branding models (section 2thg dyadic approach has been
applied to the existing nation-branding models. shewn in Table 30, some of models
adopt a factor-based approach, explaining the tagis@ionship between independent and
dependent variables, or the interaction betweerabas. Others present a process-based
model. They explain how and why the predictors antcomes are related, presenting
sequential events based on a temporal scope.

Table 30 Nation-branding models based on Fact&rocess model

Factor model

Process model

Morgan, Pritchard & Piggott (2002)
Hankinson (2004)

Caldwell & Freire (2004)

Cho (2004)

Anholt & Hildreth (2005)
Gudjonsson (2005)

Skinner & Kubacki (2007)

Gilmore (2002)

Gnoth (2002)

Endziha & Lupeva (2004)
Florek & Conejo (2007)
Hankinson (2007)
Zerrillo & Thomas (2007)
Dinnie (2008)

Zerrillo & Thomas (2007)

3.1.3SELECTION OF A MODEL

A process is designed to produce a specified oyfpavenport, 1994). Organizations
are open systems that are in continual interaatidim their environments for resources and
there are processes of adaptation and change wvdaichbe both operationalized and
managed (Mackenzie, 2000). Process studies ararfuental to developing and testing the
theories of organizational adaptation, change, vation and redesign (Van de Ven &
Huber, 1990:213). For instance, the Scandinaviaho8ccame up with the model
explaining stages in the internationalization psscehat involve a time sequence
developing in a logical and linear pattern (letti€s, 2005). An organizational process of
adaptation and change is applicable at the couewsl. Porter (1998) has argued that it
needs to explain the role of the nation in the vatimn process. In respect of sustainable
competitiveness of nations or organizations, Bugkleass and Prescott (1988) have
asserted that it is a useful measure of competiise to include the competitive process
management.

To decide an appropriate nation-branding model wdhpect to the sustainable
competitiveness, we first highlight two importardpacts oftime and planning. The
competitive context changes over time. The image raputation of nations are changed
over time by stakeholders’ perceptions. A natiaeslity and identity are restructured and
recreated over time. Therefore, nation brand equitactively managed over time by
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reflecting a changing notion and reinforcing thetiora brand definition. The time
dimension is influential in country-of-origin effis¢ with strategic market planning relying
on a place’s economic development, and on publxodiacy aiming to promote and
maintain brand relationship in international enmiments. To reflect events connected with
nation branding, a time line showing the sequeri¢hepactions and the events needs to be
developed (Endaa and Lumeva, 2004). As Szondi (2007) has argued, nationding has
been evolving for more than decades, and colleatixgerience enables us to identify
patterns of nation branding. Developing a naticandris a long-term and complex process
(Florek, 2005).

Competitiveness without sustainability is illusiopa(Ritchie & Crouch, 2005).
Sustainability is an evolutionary process of impngvthe management system and, in an
evolutionary system, planning is concerned withftitare and involves the active control
of a system’s environment (Bagheri & Hjorth, 200%&b). Branding has been considered
as a managed process whereby management decidestrategic plan (Gnoth, 2002:270).
Endzia and Lueva (2004:95) pointed out that traditionally plécanding has been more
accidental than a deliberately planned action, that thoughtful economic planning of
nation branding has been applied at least for adkedn nation branding, Dinnie (2008)
has argued that nations that fail to plan the ejiatmanagement of their nation brand may
struggle to compete with nations that take a mooagiive approach to nation branding.

In defining the role of nation branding with thetioas of sustainability and
management (2.2.5), our research has highlighteadiga a nation brand with a national
strategy and to develop a nation brand strategyhiwihis context, Anholt (2008) has
emphasized the importance of aligning the innovatma strategy for enhancing national
reputation. According to him, that makes the innmra more focused and more
appropriate to the needs and resources of the mowartd brand management should be
treated through the process of planning or econalevelopment of a nation (lbid). In line
with a planning approach, Kotler et al. (1993) hasserted that strategic market planning
has emerged as a promising integrative procesgin place’s potential competitive
advantages to overall economic development godiey have argued that the strategic
planning process aims to prepare plans and adir@tsntegrate the place’s objectives and
resources with its changing opportunities (IbidddEna and Lumeva (2004) have adopted
a planning approach to a nation-branding developmedel. Based on time and planning,
a process-based model is applicable to explainihg mation branding is necessary for
sustainable competitiveness of nations and howngb effectiveness.

Meanwhile, different countries have adopted diffiérstrategies in order to confront
the specific challenges they face and to diffeegatthemselves on the world stage (Dinnie,
2008:23). In predicting where countries are goagg:ording to Vietor (2007), it is useful to
consider a country’'s trajectory (i.e. a countrysvelopmental pathway, cutting through
time with a lot of momentum). Each country developa particular direction, based on its
current strategy, organizational structure and exdntwhich can sometimes change
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abrubtly under new political, economic and soca@iditions (Vietor, 2007:3). Van de Ven
and Poole (1990) have argued that it is neceseadentify which development path leads
to success or failure for different kinds of innbeas. Within these notions, we highlight a
mechanism-based process theory. According to Vavere(1992), the process is regarded
as a “black box” in which undefined processes acé&ixtending process theory into a
mechanism-based view, Cho (2006:101) has arguédntha@rocess automatically “streams
out” from a mechanism, and asserted that the mésrhapased process view is about the
multifaceted and holistic approach focusing ondkeamics and operational principles of
an organization that drive a specific process.

In the mechanism-based process view, a value-ogegtiocess model (Fig.16) is
presented. The value-creating process model explammv an organization can achieve
sustainable competitiveness by creating more véuabsources and environments,
aligning them with the organization’s strategic mgement process. This model assumes
that sustainable competitiveness is created by ehamesm composed of a bundle of
behaviors, such as vision creation, goal settimyirenmental and resources analysis,
strategy development, restructuring and the creatibenvironment and resources, and
implementing the organization’s strategy along veitivironment and resources created.

Fig. 16 A value-creating process model

Vision

v y \ 4
Environment Analysis  |—» Goal Setting <+ Resources Analysis

v y v

Environment-Restructuring || < Strategy Development > Resources-Restructuring

v \ 4 \ 4

Environment Creation Strategy Implementation | <€— Resources Creation
v
Sustenance of Competitivenegs

(Source: Cho, 2006:314)

This value-creating process view (Fig.16) char@xer some similarities and
differences compared to the strategic planning gsewiew (Fig.8, p.25). Both of them
emphasize the process-based and mechanism-baspégamres. The planning process is
defined as a set of generic activities that ocacuoss an entire problem-solving sequence
(Bryson & Bromiley, 1993:320). Strategic plannirghdmprove the business performance
of tangible and intangible effects on an organaral mechanism (Huysman et al., 1994).
Kotler, Haider and Rein (1993:80) have asserted ftiia strategic planning process is
highly likely to succeed in places where consergukling mechanisms operate. However,
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the value-creating process model argues that vehifgocess is a stepwise sequence of
activities which stem from causes and arrive agéa$f of a phenomenon, a mechanism
comprises parts (subjects, environment and resgupeceviding causal explanations within
the contextual events (Cho, 2006). The parts haea Identified by both the activities that
are producing a change and the actors that engafe activities (Machamer et al., 2000).
The mechanism derives from behavior by interactibeéveen some parts (Glennan,
1996). While the strategic planning process vieghhghts a mechanism implicitly, the
value-creating process model explains a mechanasaebview explicitly.

Historically, market and place have been tightkgmwoven (Zukin, 1993:6). There is
a certain type of market environment that fac#isacompetitive advantage in terms of
product performance and high quality (Hooley et H988). In a competitiveness context,
research has contended that not all resourcesreatecompetitive advantage (Milfelner et
al., 2008; Porter, 1998). To gain sustainable cditiyveness, an organization or a nation
needs unique, durable and appropriated resouraa$e(P1998; Collis & Montgomery,
1995; Day & Wensley, 1988) and should think abaaw ho exploit the characteristics of
its resources. Within these resources and markeiroemment contexts, the strategic
planning process model provides an important nottbat approaches for place
development and improvement, if they are to succeaast recognize dynamic global
forces and use the tools of business because nacgspare competing for resources and
must be both market-conscious and market-driveni¢Ket al., 1993:76).

However, while the strategic planning process lggité to strengthen the capacity of
placesto adapt[author highlights] to the changing marketplace, alue-creating process
model distinguishes the environment-creating omgion from the environment-adapting
organization. While the latter limits itself to jusdapting to a new environment, the former
creates a new environment and resources based wmti@ocal interaction through
mechanism-basédvalue-creating process. According to Lorino andohdeau (2002),
value creation and competitive advantage can oeladhieved by building competences
(i.,e. the ability to sustain coordinated deploynsenf resources) in using resources.
However, when both the internal confidence andetiternal performance of a country are
carefully managed in tandem, they help each otlugrgaand create accelerated change of
the country (Anholt, 2005a:115uperior resources and market position are mediated
jointly by strategic choices and then converte® stiperior performance outcomes (Day,
1990). In identifying strategic processes, procasalysis and strategic analysis are
necessarily intertwined (Lorino & Tarondeau, 2002he value-creating process model
encompasses these aspects for the strategic masatgprocess of a nation and a nation
brand.

Value is an intangible created when people reckaha brand offers them something
worthwhile, and branding is a way of signalling haw organization aligns its goals and

3 cho (2006; 1997) refers to it as ‘The Environmentafirgy Mechanism.’
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abilities with the demands of its stakeholders (@h& Van Gelder, 2003:57). As a brand
is a value enhancer, nation branding is simply laeranhancing process. To create and
increase a nation’s value, nation branding needmheanize how nations align their goals
and abilities with respect to stakeholders’ nedéalgarticular, nation branding ultimately
aims to sustain the competitiveness of nationsubtaining a nation’s competitiveness, a
nation-branding model needs to satisfy two critesiaitable to explain an intertwined
process of producing competitive resources and lsameously corresponding to the
market environmentsuitable to address the dynamics integrating a eage of input,
process encompassing the source of advantage asitiopal advantage, and performance
outcomesBranding should be a strategic process that i®nasy and integrates cross-
functional activities in the value-adding proceBe (Chernatony, 2001:32). For a process
to be a source of sustainable competitiveness, aanplg process requires a more
comprehensive and systematic approach (Ritchie du€lr, 2003). Moreover, a strategic
process must have a substantial impact on sometasglestrategic performance and must
be able to create value on a sustainable basis@& Tarondeau, 2002:136-37).

The value-creating process model (Cho, 2006) hagtdi the transformation of an
environment-adapting organization into an environtiggeating organization through a
reciprocal process of creating new environment eggburces. Moreover, the model
emphasizes how an organization sustains its cotiveetess by aligning the organization’s
vision, goal and strategy based on a mechanismstfucturing and creating resources and
an environment through the organization’s actorghk previous chapter, we highlighted
that to sustain the competitiveness, a nation néedsuild and restructure sources of
competitive advantage based on reality of the agune. brand identities and images). To
create and manage these competitive identitiesirmades, moreover, our research has
emphasized an important aspect of managing natrandbbehavior. Principally, we
emphasized that nation branding needs to takeategic and systematic approach to
sustaining a nation’s brand system and ultimatelyieving nation brand effects both
internally and externally. Within the systems agoty the mechanisms ensure that an
individual brand is managed in a consistent maifinailovich, 2006:245), and derived
from intellectual activities (Gold, 2006:221) toeate the nation’s competitive identities
and images based on reality. Based upon the eriterbuild a nation-branding model on
the sustainable competitiveness (3.1.1), a prosased planning appoach is suitable for
this research. In particular, a mechanism-basedewvaleating process is the optimum
model applicable to explaining nation brandingtses wayto sustain the competitiveness
of nations.
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3.1.4 ADAPTATION: A mechanism-based process approach

Aiming to define the role of nation branding aneéate a strategic management tool
on nation branding for the sustainable competiggsnof nations, we have developed the
key concept of nation branding (2.2.5). In pareculwe emphasized a process of nation
branding which creates a nation brand as an umabbeind encompassing from country
name through to all the collected activities fotioaal brands, sustains the nation brand
system, and ultimately achieves nation brand effécth internally and externally, i.e.
sustainable competitiveness of a nation. In linghwihe research objective, we have
addressed that a new model of nation branding nieeddopt a strategic nation branding
approach in terms of both strategic managementoagding process of nation branding
that sustains a nation’s competitiveness. The qunaézed framework of nation branding
as the strategic asset of country management isrtargily considered as strategic pillar to
investigate the factors and processes sustainengdimpetitiveness of nations.

Based on the criteria reflecting on both the rdlenation branding and sustainable
competitiveness of nations, our research has ad@teechanism-based process approach
— combining the strategic planning process withakie-creating process. To develop a
model explaining the role of nation branding intairsble competitiveness, we adapt the
approach to building a research model, a Natiom&ireg Mechanism Model (Fig. 17).
This NB-MM refers to a ‘mechanism-based nation diag model’ explaining a dynamic
sequence of branding behaviours that take placextmally within a nation brand system
and that influence the sustainable competitiverméss nation. In structuring the Nation-
Branding Mechanism Model, this research adoptsamémork that integrates an input-
process-output model for a holistic branding apginoand, based upon this, focuses on
‘process’ in detalil.

For the input dimension of nation branding, ‘bunitstereotype’ (White & Cundiff,
1978) is highlighted. As an intial step in the oatbranding process, an awareness of the
stereotype is needed before any attempt is madsonsciously create a nation brand
(Dinnie, 2008:142). Stereotyping is a mechanism plemple will always use to simplify a
world rich in meaning, and which has a dynamic auadlving nature rather than a static
one (Freire, 2005). In a similar context, KotledaBertner (2002) have claimed that a
nation brand has a built-in equity that individualsvarious target markets develop over
their lifetimes.

The process of nation brand management is startibdwsgion creation (Aguirre &
Renjel, 2008; Hankinson, 2007; Hankinson, 2004;Zired & Luneva, 2004; Yan, 2003;
Rainisto, 2003; Frasher et al., 2003). If a natioand must act as the central organizing
principle to achieve a nation’s wealth (Clifton,02) and as a guide to the strategic
decision-making of country management (Gilmore,2)08 vision of a nation brand firstly
needs to be created. A powerful brand vision pdiotthe long-term intent for the brand
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which must enourage the actors’ commitments anfllerthem to interprete how they can
contribute to success (De Chernatony, 2001:33).

While vision is characterized in a rather abstreagy and needs long-term perspective,
a goal is about short-term action directed to achgevision. The expectations and goals
are considered to be the parameters within which @ace brand strategy should be
developed (Kerr & Johnson, 2005). The strategy batwo compete for and of where to
compete is commonly highlighted as the most impdrfactor influencing performance
outcomes in sustainable competitive advantage (AdlB98; Porter, 1998; Day, 1990). A
national brand strategy ensures that strategiorvis supported, reinforced and enriched
by every act of communication between the countrg the rest of the world (Anholt,
2005a:11). For their long-term direction and scapijons must make strategic decisions
about configuring resources and competences teeelineir goals (Dinnie, 2008:220).

The final and self-evidently important stage liramplementing the chosen strategy,
and key challenges in strategy implementation ohelensuring control (Dinnie, 2008;
Johnson, Scholes & Whittington, 2005). In line wémation brand behaviour, branding
actors from the national leader through the sosyastem (i.e. stakeholders) have been
considered as the fundamental construct in natranding. Branding actors are typically
involved in developing and executing various bragdstages (Papadopoulos & Heslop,
2002:310-11).

For the strategic framework that offers a cleadgline for national development and
competitive advantage, the Nation-Branding Mechanidodel integrates them (i.e. from
vision creation, goal setting, strategy developmant implementation, through to
branding actors) into a nation branding process.

Brands are expected to achieve sustenance of coivgratss (Louro & Cunha, 2001;
Porter, 1980; Karakaya & Stahl, 1989). Therefore, suggest that the Nation-Branding
Mechanism Model (NB-MM) (Fig. 17) is a mechanisns&a process model that implies a
strategic nation branding approach in terms of Isithtegic management and ongoing
process of nation branding that sustains a naticorigpetitiveness.

The NB-MM comprises a sequence of branding behasi@le. actors and activities),
i.e. creating a nation-brand vision (C-NBV), sditim nation-brand goal (S-NBG),
developing a nation-brand strategy (D-NBS), andrat®y a nation-brand strategy (O-
NBS). The process is trigerred by market input, anfluences the sustainable
competitiveness of a nation.
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Fig. 17 A Nation-Branding Mechanism Model (Reseavtddel)

Built-in Stereotype J

Input

CREATING a NATION-BRAND VISION (C-NBV)

SETTING a NATIOMBRAND GOAL (S-NBG)

Process

DEVELOPING a NATIOMBRAND STRATEGY (C-NBS)

A 4

OPERATING a NATICN-BRAND STRATEGY (O-NBS)

Output

a Natior

Sustenance of
Competitiveness of

3.2 ANATION-BRANDING MECHANISM MODEL (NB-MM)

Focusing on the process of holistic nation brandorgsustainable competitiveness,
this section elaborates the phases in NB-MM. Edwse elucidates branding behaviours
that comprise the contextual parts (i.e. brandirgjora and activities) related to
performance in nation branding. Finally, we condtsustenance of competitiveness as the
outcome of nation branding.

3.21PHASE |. CREATING A NATION-BRAND VISION (C-NBV)

To correspond to a nation’s truths and delivepitamises to national or international
communities, the nation brand vision (NBV) needbéclearly defined. Yan (2003) insists
that vision representing a nation brand matchestriftbs in international relations and
community. At all stages of brand development amgharticular, at the beginning of that
process, it is important to develop the visionha brand to allow scope and flexibility for
extension across various product categories (Graft@2:276). Creating the vision is the
primary step for the strategic market planning psscfor place development (Kotler et al.,
1993). Successful places have developed their amiutiens to have a vision to guide
economic development (Rainisto, 2003:30).

Brand vision is described in an internal documéat tlearly records the future path
and growth for the brand, which clearly lays dowe tuture direction for the brand and the
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desired role and status that the brand hopes teevachn a stated time (De Bono,
2006:102). Vision can be nothing but a dream ifrehis a very wide gap between the
present and the future being represented (Hamalakdbad, 1989). To be an efficient and
socially and environmentally responsible natiombdraGnoth (2002:276) describes that the
vision needs to be guided by the type of attrastitime country has. Gluck (1984)
articulates that brand vision is built on the badia deep understanding of the dynamics of
industries, markets and competition, and the patieat the organization for influencing
and exploiting these dynamics. Some researchershih@dvocate strategic analysis work
to create the vision. Researchers (Dinnie, 2008)0/tn 2007a; Rainisto, 2003; Kotler et
al., 1993) have insisted on analyzing a whole p&ctof what a place has been building
internally and externally. In the nation managemeontext, O (1995) primarily
emphasizes ‘the principles’ that a nation has &etthe people”. In order to strategically
manage a nation, therefore, brand vision is ulthyaestablished on the basis of the
national vision that is envisaged by those priresglbid).

Vision creation relates to the nation leader ardideship as an ability with qualities
to be a leader (Hankinson, 2007; 2004; Rainist®32&otler et al., 1993; Gluck, 1984).
The leader of a nation takes the main role fordmg the nation brand and managing it
with expert support (Anholt, 2003). To achieve austble brand value, nations sometimes
need heroes. Cho (1997:16-20) insists that theystdicheroes is the starting point to
understanding the environment-creating mechanischtlzat heroes must possess a future-
forward and optimistic spirit, as well as qualitissich as creative insight, talent,
charismatic and tolerance, pure motivation andifiddn particular, Johnson and Scholes
(1999) articulate that vision is thought of as tedato intuition, and highlight that the
outcome of the intuition is a vision associatechviite command of a leader or a process of
political influence. As well as a nation leader tpovernment has the main responsibility
to create vision (Anholt, 2007a; Rainisto, 2003kdviwhile, Gnoth (2002:277) articulates
that brand development is more likely to succeetldigg managed ‘bottom up’ rather than
‘top down’, developing a brand community that cesatommunication and interaction
patterns. From the perspective of organizationange theory, moreover, Beer (2001)
points out that the effective behavioural appromhhigh performance is to apply both
top-down, results-driven change and slower, bottgdevelopment of the organization.
The top-down approach typically leads to immediat@roved financial performance;
organizational capabilities through bottom-up apphg arising from the social system (i.e.
groups of people), result in sustained high peréorce and economic value (lbid).

Nation brand vision is a strategic vision represgnt. core value and ideology of a
nation. A strategic vision is created as part @ phanning process in an organization, or
has become embedded in the history and cultureeobtganization (Johnson & Scholes,
1999:68). Strategic vision requires a will to changnd the expectation of paradigm shifts
(Aaker, 1998). In achieving sustainable competitess, Cho (1997) insists that vision is
attributed to three specific characteristics: fivg¢éion must present ‘a wanted future’ to the
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people; second, vision must be innovative beyorsl élktent of current competitive
competence; third, vision must match the sharecenstahding of the people. A nation
brand’s core value is composed of the spirit ofgheple of the country and their shared
vision influences brand positioning and stakehadd@&ilmore, 2002:285-90). Vision must
inspire the organization to be creatively ambitiansl motivate the people to work hard to
help realize the vision (Filion, 1991). Vision, aading to Day (1990:15-18), is a guiding
theme that articulates the nature of the businedsta intentions for the future, which is
defined in terms of four types of strategic vistbat guides successful business (Table 31).

Table 31 Types of strategic vision

-Informed Vision: A vision must be grounded in didoanderstanding of the business, and the aliity
foresee how the forces operating in the markdtoéinge the future. Here vision is equated wittgint.
-Shared Vision: Visions will motivate organizationken they are created through collaboration, thieh
leader serving as the articulator and sponsdnefision that emerges from the team’s collabonatio
-Competitive Vision: Powerful visions are also staénts of intent that create an obsession withingnn
throughout the organization. By focusing attentiona desired leadership position, measuring pssgre
against that achievement, and continually seagclinnew ways to gain competitive advantage, the
actions and ideals of the organization are giveaming.

-Enabling Vision: Visions flourish within organizans where individual managers have enough latitade
make meaningful decisions about strategies arit$ad hese individuals are empowered to use thengé
framework articulated by the vision to decide whipportunities or threats to respond to.

(Source: Adapted from Day, 1990: 15-18)

The clearer a vision is, the more it is competitivean internationalization process
(Allali, 2006). In order to represent the core \aland ideology of a nation, the study
claims that creating a nation-brand vision needsnding activities and actors who
comprehend strategic analysis, national vision lbg@veent, a top-down or bottom-up
approach, and notions of strategic vision.

Phase . Creating a Nation-Brand Vision (C-NBV)

Branding Activities Branding Actors
- Nation leader
- Government

- Socia systen

-Analyzing national resources and environment
-Developing a national vision
-Taking a top-down or a bottom-up approach

Nation Brand Vision
-‘A wanted future’ for the people

- Informed, shared, competitive,
innovative, enabling visions

| Setting a Nation-Brand Goal
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3.22PHASE II. SETTING A NATION-BRAND GOAL (SNBG)

The goal in the environment-creating organizatisrset in a different way in the
environment-adapting organization (Cho, 1997). While latter sets the goals by using
internal resources in order to adapt to environaleahange, the environment-creating
organization sets the strategic goal on the bakigision and aims to create a new
environment (Ibid). In establishing objectives aywhls, strategic analysis is referred to as
the key branding activity. Strategic analysis isw@hunderstanding the strategic position of
the organization in terms of its external environiménternal resources and competences,
and the expectations and influences of stakehol@&stnson & Scholes, 1999:17).
Strategic analysis, both internally and externafiynecessary for nation branding (Dinnie,
2008; Kerr & Johnson, 2005; Rainisto, 2003). Foategic place branding, it requires an
understanding of the strengths and weaknesses afaimntry to compete with others and
entails a dynamic understanding of the opportunitied threats. The purpose of the brand
audit is to provide an overall analysis of the lorétom internal and external sources, and
to identify both the brand differentiators and basiand attributes on which the brand can
be built (De Bono, 2006:96). In nation brandingse@&chers (Gilmore, 2002; Kotler &
Gertner, 2002) have emphasized the need to anatysmal resources and external
markets related to the nation brand.

Once a vision has been developed, the stakehoideasplace need to set specific
objectives and goals (Kotler et al., 1993:94). ®1g2007) claims that national goals for
national economic development consist of loose igdities, such as “economic growth” or
“political stability” and can be identified more gmisely in an objective statement.
Objectives are only directional statements, ang thest be turned into goals to make them
measurable and motivating to those who are resplengor planning (Kotler et al.,
1993:94). Goals provide clear direction as to acgdka economic development towards
expected achievement, and become the basis of damgahe resources needed to
accomplish them (lbid). In line with the temporabpe, goals also can be expressed as
medium- or long-term dimensions (Leonard et alQ3)0

Fig. 18 Obejctive and goal statements

General statement ] “Economic growth” or “political stability”
“To attract high-tech industry”
Objective stateme 7 “To improve business zoning standards~"
Goal stateme =~ Dy-] Attract four or more high-tech companies with tIIe
aim of creating 300 new jobs by December 1991

(Source: Kotler et al., 1993)
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In the context of place development and marketganning group has been mainly
considered as a branding actor (Rainisto, 2003eKet al., 1993). The economic planners
determine the target goals, based on forecastgedfiture changes that might influence the
trade and growth of the country (Levary & Choi, 3957). In particular, an economic
development professional focuses largely on helpimace improve its competitiveness,
through analyzing a place’s strengths and weakeesgportunities and threats as they are
affected by external forces, and also determiniog lthe local economy best fits into a
changing regional, national and global context (&t al., 1993:75).

Based on the notions, this study assumes thatat@nbrand goal primarily reflects a
nation’s brand vision and needs to analyze inteesdurces and the external environment
related to the nation brand, so directing how teettgp a strategy for nation branding.

Phase 1. Setting a Nation-Brand Goal (S-NBG)

Brandina Activitie: Branding Actors
-Planning group
-Social system

-Reflecting a nation-brand vision
-Analyzing branding resources & environmen

Nation Brand Goal
-Specific magnitude & timing about
what a nation wants to achieve

_____________________ |

Developing a Nation-Brand Strategy

3.23PHASE |11. DEVELOPING A NATION-BRAND STRATEGY (D-NBYS)

Researchers in nation branding have emphasizeuneratives of creating a nation
brand strategy (NBS). Anholt (2004: 9) highlightsr instance, the real value of NBS
which best suits the country’s aims and vision$m@ie (2002:285) strongly proposes that
NBS provides a guide to the strategic decisionafoiational strategy. Nation branding, as
O’Donovan (2004) asserts, is the practice of apgly brand strategy to the economic,
social, political and cultural development of a ©wy. Therefore, nation brand strategy
needs to fit to a nation’s branding vision and gdxveloping a nation brand strategy
relates to developing national strategy encompgsie economic, social, political and
cultural development of the country.

In general, a strategy is a directional statemanbepassing both an explanation of
the pattern of past actions and a guide to futitaiives and programs (Day, 1990:21), or
the direction and scope of an organization over ltmg term (Johnson & Scholes,
1999:10). In a strategic management process, gitathoice provides meaning and
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direction to the myriad activities of the businessshaping expectations for profit and
growth performance (Day, 1990:14). Strategic chaie®lves understanding fundamental
factors guiding future strategy (i.e. identifyirfgetbases of competitive advantage arising
from an understanding of both markets and custgnagig special competences), forming
strategic directions, and selecting from among thgshnson & Scholes, 1999:20).

Dealing with what makes the brand unique, inspirbmgievable and trustworthy (Van
Gelder, 2005), brand strategy has been referredstohe intended direction linked to
organizational strategy (De Bono, 2006:99). To iovertheir competitive positions, places
have been developing strategies of attracting ataining enterprises to help enterprise
development (Kotler et al., 1993). That is, promgtiforeign trade and investment has
emerged as an important place development stréligigyy 285). To help nations or places
achieve their strategic objectives, a promotiomatstly in line with their overall
development strategies has been particularly lggtéd (UNCTAD, 2002; Kolter et al.,
1993). Therefore, developing a nation brand stya{BgNBS) relates to the identification
of the bases of the overall national strategy otional development strategy on
competitiveness and to guide future initiatives foational strategic directions. In
particular, the promotion strategy in line with thianding strategy envisages how a nation
can achieve national development through servstarget markets.

In the context of competitive advantage, VietorQ@20claims that every country must
make choices when developing resources efficieMMether or not a place adopts a
strategic market planning approach for place coimpet careful attention to these features
and attributes can create the foundations of aeptirategy (Kotler et al., 1993:100).
Lenway and Murtha (1994) assert that a governmesttategic capability relates to the
formulation of government plans to allocate resesrwith the intention of meeting long-
term national economic objectives, including growatid international competitiveness. As
pointed out in the description of the value-cragatiprocess model (Cho, 2006),
restructuring an environment and resources is afsimportant aspect to consider if an
organization is to remain competitive.

The availability of resources determines the ovepahnding strategy (De Bono,
2006).Good strategies consider responses to market comgliand internal strengths and
weaknesses (Adcock, 2000). Furthermore, they gatiei problems in a competitive
context (Ibid). In the strategic brand managemeotgss, it is necessary to develop brand
positionind by clarifying the brand’s essence in a unique (¥atler & Keller, 2006:309).
Theinitial choice of brand attributes is crucial, ®nit determines competitivenss (Kotler
& Keller, 2006; Gnoth, 2002). The brand identityagegy is a framework for identity
building (Upshaw, 1995). It is about being hondsiwd what assets and liabilities a brand
carries with it, and about looking for every oppmity to capitalize on a brand’s strengths

4 Positioning is the act of designing organizatiooffering and image to occupy minds of consumerm&ximize the
potential benefit to the organization (Kotler & kel 2006:309).
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(Ibid). Ries and Trout (1982) argue that a competitframe of reference for brand
positioning is to decide product category membersgiie products or sets of products with
which a brand competes) and to decide on a targetan

Considering on how a nation’s identity can beconweentompetitive, Anholt (2007a:
34) asserts that competitive identity dependslyiat having a proper competitive strategy
for the country. That is, in creating a culturd@rofovation in every sector (i.e. government,
culture, tourism, business, investment promotialication, industry), the country starts to
produce a constant stream of new ideas and theomamanication strategy becomes
necessary (lbid). To direct strategic choices fatiam branding, therefore, a government’s
plan — which needs to depict a nation brand styategcompassing how to allocate
resources and how to communicate to target marketsabout the intended direction and
scope that links to national strategy or natiorelelopment strategy. That is, how to build
competitive identities, i.e. innovative brand attrans or product categories, and how to
communicate with selected target markets are impbrhotions to be considered in
selecting a nation brand strategy.

Leadership means the holistic capability of thec@lananagement to conduct the
complex process, to form the right strategies anabtain the organizational power, which
enables the taking of a successful market pos{iainisto, 2003:84). According to Gluck
(1984), leadership is essential not only to creaie refine the vision but also to follow a
successful process in deploying the resources muguof a new vision, building the
capability with the experience, judgment and imeit commitment to their vision,
changing the perceptions and behavior of extemtéiives (i.e. external stakeholders and
consumers), and removing internal obstacles to giad leadership style must be
distinctive for a nation to be differentiated (Sau2000). Although the precise nature of
the leadership role can vary, it is important feaders to assign responsibility to
individuals and groups (Hardy, 1994:131).

Andrews (1980) insists that the essence of defisingtegy is pattern. That is, it is
important to uphold the coherence and internal istarscy of an organization’s strategic
decisions that position the organization in itsismmment and give the organization its
identity, its power to mobilize its strengths, ait&l likelihood of success in the market
place (Ibid). Therefore, nation brand strategy sesdbalanced approach between internal
and external focus and a coherent approach from ghtwng-term planning. To develop a
nation brand strategy, it is necessary to havedangnactivities reflecting a nation brand
goal (NBG), developing national strategy or devalept strategy, and crafting brand
positioning with branding actors, which enablesaathement to the implementation stage.
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Phasel11. Developing a Nation-Brand Strategy (D-NBS)

Branding Activities

-Reflecting a nation-brand goal Branding Actor
-Developing national strategy or development sgyate -National leader
-Crafting brand positioning -Government
:Determining product category -Social system

:Deciding target market

Nation Brand Strategy
-Intended direction linked to brand positioning
-Balanced and coherent approaches

i Operatinca Natior-Brand Stratec I

3. 24 PHASE IV. OPERATING A NATION-BRAND STRATEGY (O-NBYS)

The brand implementation phase is where all thewr@d strategies are put into
practice in the marketplace, and where brand aasoics eventually start to form in the
mindset of customers (De Bono, 2006:112). Strafiegylementation is concerned with
translating strategy into organizational action asanprises a series of subactivities
(Johnson & Scholes, 1999; Hardy, 1994). Successipllementation of a strategy is likely
to be dependent on the extent to which the varioygementation units are effectively
integrated to deliver competences (Johnson & Seh®l@99:22).

Countries vary in their capabilities to implemeptwmneconomic strategies (Lenway &
Murtha, 1994). To improve the organizational ortiltmional operations, operating tools
are articulated. Beauchamp (2001) asserts thaingstan never be realized without clear
actions, and a critical step in realizing the leadesion is for the leader to support words
with actions through policies and programs. A regex of policies or practices that
constitute organizational or institutional capdlaB has been highlighted throughout
international business (Buckley & Ghauri, 2004) organizational performance
(Orlikowski, 2002; Luthans & Stewart, 197Mlation branding needs to coordinate a
nation’s entire socio-economic policy (Macrae, 2@@8). Policy drives activity that
impacts on how our places look and feel, how weagagwith them, what benefits they
offer us and how we perceive them (Parkerson, 207 particular, Bacon and Pugh
(2003) insist on the organization’s policies andndard operating procedures for
interacting with audiences and internal resources differentiating an organization from
its competitors. Government policy influences thusibess environment to support rising
productivity (Porter, 1998). Specific industriallioees serve to promote the international
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competitiveness of targeted manufacturing industrend, through the linkage of
international markets, play a significant role efiding a nation’s competitive advantage
(Audretsch, 1997). To implement the strategy, thpskcies or programmes developed
actually reflect the strategic options chosen (At¢c@000).

Implementation involves resource planning (John&oBcholes, 1999). Resources
should be deployed and upgraded in the most prv@uaiays possible (Porter, 1998). That
is, through resource configuration within a chaggienvironment, strategy achieves
advantage for the organization (Johnson & Schdl899:10). In the branding context,
resource planning relates to a way of identifying kevel of brand identity and developing
it. Brand identity is the essential contributor tiee nation branding perspective. In
particular, it is important to clarify the core hdaidentity (Florek, 2005; Joachimsthaler &
Aaker, 1997). In building nation brand identityethttraction what a nation has provides
emotional power, and the choice of attractive elesehelps determine and shape
competitiveness (Gnoth, 2002:270). Place brandingibines a place with unique
attraction factors to make it different from thengmeting places (Rainisto, 2004:14).
Therefore, identifying brand identity is essenteatlefining the brand attraction of a nation.
According to Murtha and Lenway (1994), a policytthacuses on a specific target (e.g.
industry) enables a country to increase its cajpigsil In deciding on overall image
promotion policies, policy makers can start by cthg their country’s key industries and
then the major brands within each industry (Jaffd&benzahl, 2006:68).

A place’s image is a critical determinant of theywhat citizens and businesses
respond to the place (Kotler et al., 1993:141).desarepresent a simplification of many
associations and pieces of information connectéld thie place. To implement an effective
image building of a place, designing, communicatmgl delivering a place’s image are
important within strategic image management (Ibddhrand communication is to share an
experience between the sender or source of theagessd the recipient of that message
(Hankinson & Coowking, 1996:106). It is most import to identify and develop a
nation’s identity and, furthermore, to communicdle parts of the identity that are
favourable to specified target groups. Strategsoowi is supported, reinforced and enriched
by every act of communication between the countg the rest of the world (Anholt,
1998). For the identity to work, it must be conwby¢hrough every available
communication mix (Table 32) and brand contact lgo®& Keller, 2006:320) using
integrated image-building techniques (Wells & W®00).
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Table 32 The elements of communication mix

-Advertising: has perhaps responded fastest tgltitealization of the market function

-Global sponsorship: focuses around two key evéimst-ootball World Cup and the Olympic Games
-Public relations: aims to create a favourable ta&in for the brand by influencing and coordingtin
different groups of people and different chanélsommunication

-Packaging: is regarded as a continuous commuaitafithe brand. Communicating a consistent brand
proposition through packaging has led to harmooizgandardize pack designs across borders
-Sales promotion: is perhaps the most hard-nos#s abjective of converting an intent to buy teade
-Direct marketing: is increasingly used to readajhhj targeted segments of the international poprat
on a personal, one-to-one basis. The aim of &tdinarketing campaign is to establish and mairdain
continuing relationship with a customer

(Source: Adapted from Hankinson & Coowking, 19961IKr et al., 1993)

The important point of the implementation staga/ie has overall responsibility for
the implementation programme (Johnson & Schole®91%Hankinson & Coowking,
1996). It is in the area of implementation thatigratoranding faces its biggest challenge,
given that a nation brand’s stakeholders may nawélé structured (Dinnie, 2008:224). A
set of national institutions (i.e. national goveemtyy local governments or quasi-
governmental agencies) have initiated and developation branding with their
stakeholders in order to achieve the common purpodebrand vision. Anholt (2007a:82)
strongly urges that unless the government candinehy of achieving a common single-
minded sense of purpose and control, nothing withe of the competitive identity project.
Aiming for the competitiveness and prosperity ofiovas, an activist role — e.g. ensuring
vigorous competition, providing high-quality eduoat and training — by government
provides for the creation of a business environnteat supports rising productivity
(Porter, 1998). The market performance of the ptamoagency highly influences the
location decision of the target market (Kotler &rter, 2002).In particular, public and
private partnerships have been emphasized in ¢odachieve a successful organizational
or institutional performance. Without the coopematiand support of all parties, it is
unlikely that one sector — government or businegm@ alone — will be particularly
successful over the long-term in turning aroundaegds economy or in making it more
competitive (Kotler etal.,, 1993:331-338).Coordination and collaboration among
institutions and organizations are mainly relateguccessful nation branding (Dzenovska,
2005; Florek, 2005; Endza & Luneva, 2004).

A government’s implementation capability largelystee on the specificity and
credibility of its economic policy instruments (Leay & Murtha, 1994). Policy credibility
and target specificity work together to determimgplementation capability of a nation’s
industrial strategy (lbid). With respect to natimmanding, the capability in brand operation
is emphasized through consistency of operatiorolityy One of the fundamental tenets of
branding is to achieve consistency of policy (Rjs€005). Nation branding means
consistent policies that “live the brand” (AnhoR007a). Keller (2003) stresses the
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cohesiveness of brand elements, i.e. the extemhtoh brand elements are consistent in
representing brand identity. Consistent brand efgsnecinforce each other and help to
unify the core values for creating a nation bradehtity and image building process.

Operating a nation-brand strategy (NBS), based overmment policy, is about
branding activities identifying and developing batadentites and communicating these to
target markets. Coordination and collaboration leetw branding actors are important
elements in operating NBS.

Phase | V. Operating a Nation-Brand Strategy (O-NBS)

Branding Activities

-Identifying and developing brand identities
-Communicating brand identities to the target segme
:Consistency of government policy

:Coordination and collaboration

Branding Actors
-Governments
-Stakeholders
:Promotion agencies
:Private organizationg

P Sustenance of N

: Competitiveness of
\ a Nation

3.2.5 SUSTENANCE OF COMPETITIVENESS OF A NATION

Competitiveness is the key driver of the economiccess of a country, relying on
international business of companies on the one haddembodying a holistic approach in
a country’s ability to sustain national economid @ocial development level for its people
on the other hand. In terms of international bussheexport performance and
competitiveness are directly related to the ratee@dnomic growth (UNCTAD, 2002;
Levary & Choi, 1983). FDI stock and flows indicdtet locational competitiveness helps
to attract and retain foreign direct investment IjfFvhich can be referred to as FDI
competitiveness. In line with the concept of sumsthility, development has been
highlighted as being about much more than econgmwth and economic development
(UNCTAD, 1999). Particularly when dealing with déyement, the United Nations
defines “sustainable human development” that enessgs economic, social, political,
environmental and other dimensions, and classifighh, medium and low-levels of
country achievements in different areas of humareld@ment by a standard means that
measures sustainable well-being quality. Francé®2166) claims that because this is a
relative quality and the data are contentious,sithard to measure competitiveness.
Neverthless, Sachs (1992) states that the goalswadlopment vary, and argues that there
are many ways of reaching such goals. Therebypmatigoals encompassing economic
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and social development in line with sustainable &dnmalue are imperatives in measuring
the sustainable competitiveness of nations.

Nation branding is the process to establish ‘nabicand value (NBV), the totality of
nation brand equity (NBE).” Building brand equityopides the organization with a
competitive advantage (Farquhar, 1990). There iagneed single measure of brand equity
(De Bono, 2006; De Chernatony et al., 1998; Feldwl®96). However, brand equity has
been concretized in terms of brand strength anddogerception. Park and Srinivasan
(1994) divided brand equity into attribute-basedl aron-attribute-based components.
Brand associations related to product attributed@ut the former, while the non-attribute-
based component of brand equity is created by bemsdciations unrelated to product
attributes (Ibid). Quelch and Harding (1996:39¢redd to brand equity as the added value
that a brand name brings to the underlying prodQountry image is an essential part of
nation brand equity (Jaffe & Nebenzahl, 2006; Vaantl 2004). In line with social
psychology, while attribute-based brand equityrembd strength, non-attribute-based brand
equity or nation image has been referred to asdbnaerception. Brand knowledge
constitutes a perceived equity (De Bono, 2006; pegplll & Woodside, 2005), being
referred to as brand awareness (if and when thiersesl knows the brand). With respect to
knowledge context, reputation has been highliglate@& more advanced level rather than
associations. Research has defined reputation s@shot that reconciles the multiple
images of an organization. Clearly, in today's emwient, a country — just like a
corporation or other large entity — has to man&geeputation actively if it wants to gain
competitive advantage (Anholt, 2007a; Loo & Davie806). While brand knowledge or
reputation represent cognitive information proaggsbrand preference refers to the level
of liking toward a brand and it can range from miking to a deep loyalty with repeat
actions over time (De Bono, 2006). The loyalty stagmes when customers have deep and
meaningful relationships with the brand (Ibid).

Superimposed upon the notions, sustainable conveetitss of a nation is measured
in terms of a nation’s economic performance andiasodevelopment achievement.
Particularly with respect to the sustainability inot the human development value of a
nation reflects a sustainable well-being qualityttlencompasses a holistic national
development level. Meanwhile, a nation has a lamgeety of national brands and outputs
on the basis of ‘product lines’ (e.g. tourism, estp&DI). Therefore, nation branding is
performed through various project-basegercises (Clifton, 2004; Lodge, 2002) to attract
tourists and business interests or to export ptsdacd services. Success in branding is
always contextual and is based on the achievenfeatpooject's goal and outcomes per
domairf (Rainisto, 2003). Nation brand equity based on pebdittributes and perception is

® Rainisto (2003:40) emphases, citing Bennett (1995),2that a project is often part of a larger urfinark or a
programme that delivers a stream of new products.

® Domain is the scope of the area in which success is asheasd the domains can overlap each other (Rainisto
2003:40).
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an important dimension to be measured. From tHasie approach, brand equity must be
interpreted based on total value delivered, natngiting to subtract anything (Abela,
2003; Barwise, 1993). Highlighting the inclusivepapach to measuring brand value and
equity, this research extends it to measure thteisaisce of competitiveness of a nation
(Table 33). We focus on three aspects as effeqisdormance outcomes in nation
branding: national development goal; project-bageal; and nation brand equity.

Table 33 Sustenance of Competitiveness of a Nation

National Economic and Social Development
Development Human Development Value
Goal
Project-based Product I_|r_1e-based Export, FDI, Tourism
Goal Competitiveness
Product attr_lbute-based Product attributes
Equity
Nation Brand -Brand knoweldge (awareness)
Equity . . -Brand reputation
Perception-based Equity _Brand preference
-Brand loyalty

3.3 CONCLUSION

To define the effective performance in nation bragdwith respect to sustainable
competitiveness of nations, we addressed the neetbvelop a nation-branding model
based on a strategic nation branding approaclhidrchapter, the criteria were selected for
nation branding and sustainable competitivenesgegtsy A mechanism-based process
approach was adopted for model building and adaptednstruct the new research model
of nation branding.

In developing a nation-branding model to explaie tble of nation branding that
contributes to the sustainable competitivenessatibns, the first criterion needs to fit to
the sustainable competitiveness context. Successdtibn branding is achieved by
assuming a nation’s competitiveness in the glokaket environment. Therefore, a model
should be suitable to not only explain an inter@mted process of creating competitive
resources and simultaneously corresponding to ltiegmarket environment, but also to
address the dynamics of integrating a sequenaepot,i process encompassing the sources
of competitive advantage, and performance outcome.

Nation branding — as a scientific concept of crepthe sustainable competitiveness
of nations — ultimately aims to achieve countryuealand to manage a nation’s brand
equity. Strategic management of nation brand equétstes critically to developing a
sustainable brand system and managing that systdistidally. A model should be
suitable to align the nation brand with the natsostrategy and direction for sustainable
development. Also, nation branding involves manggmation’s identity and image as a
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critical part of nation brand equity. To manage ithentity and image, it is important to
build a model that is suitable for dealing withatreg the brand’s uniqueness or attraction
based on the reality of a country and which reflelse dynamic phenomenon of changes of
the nation’s reality, both internally and extergadriven. Most of all, a sustainable brand
system is managed by the country’s behaviour, epassing branding actors and their
activities, i.e. nation brand behaviour. Thereltyisiimportant to address nation brand
behaviour, i.e. branding actors and their actigjtiithin an effective nation-branding
model.

For developing a model that explains the role diomabranding with respect to
sustainable competitiveness of nations, this rebe@flects on how the strategic planning
process can lead to a successful place developanenhow value-creating processes can
drive an organization’s sustainable competitiven8ssed on existing mechanism-based
process models, the Nation-Branding Mechanism Mdb-MM) is introduced as a
‘mechanism-based nation branding model’ to expéasequence of brand behaviours that
contextually take place within a nation-brand systend that influence the sustainable
competitiveness as performance outcome of natianding.
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CHAPTER 4 DEVELOPING THE RESEARCH PROTOCOL

A research protocol is an effective way of estéliig the reliability of empirical
testing and increasing construct validity (Yin, 3R0In this chapter, a developed research
protocol applicable to the collection of data fonmrical evidence and to the analysis of
the collected data is provided. Such a protocoh@e than an instrument and contains
procedures to be followed in using the instruméfih,(2003:67). Therefore, this chapter
comprises sections of motivating the choice of secstudy as the data collection method
(section 4.1), case selection (section 4.2), safecases (section 4.3), and the selected case
study protocol (section 4.4).

4.1 CASE STUDY

Data are collected from a variety of sources arel then assembled in a single
document with the sources of these data listeathay with an explanation of the methods
used in collecting the data (Saunders et al., 200%pllecting the data in the field, authors
point to several tatics. Cooper and Schindler (2@08culate that it is important to decide
on the data collecting scale that is ranged frogsingle observation at one location to a
wide-ranging survey in different parts of the worldata collecting scale relates to the
choice between breadth and depth. According to dheren and Doorewaard (1999), the
notion of breadth follows a large-scale approach which enables armgdimation of the
results, but which imposes limits on depth, elabona complexity and a sound foundation
of the results. If the study aims for a small-scgbproach, this will yield knowledge that
can be generalized to a lesser extent. Howevey ldtter approach idepthenables us to
achieve depth, elaboration, complexity and a softowhdation with a minimum of
uncertainty (lbid: 144).

The method of breadth and depth research is relategualitative or quantitative
research. According to Eisenhardt (1989:538), tatale data are useful for understanding
the reason or theory underlying relationships rieeean the quantitative data. Bauer et al.
(2005) refer to quantitative research as ‘hardeaesh that deals with numbers using
statistical models to explain the data and to tptale research as ‘soft’ research that deals
with ‘interpreting’ social realities. Significantlythere should neither be quantification
without qualification nor should there be statiatianalysis without interpretation (Ibid).
The qualitative information gathered from researghmanagement processes helps to
explain the reasons for success (Buckley, Pass&dett, 1988:178).

In conducting longitudinal field research on orgational processes, a different set of
methodological issues are involved (Van de Ven &éty 1990:215). According to Yin
(2003), using a case study method remains oneeofrtbst challenging methods in the
social sciences. The research itself focuses orarticplar domain of activity, and
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qualitative research methodology is often describeda case study approach (Piore,
2006:17). Case studies as used in the social ssetend to be viewed as offering
empirical results (Ibid). In particular, case stgliare useful ways to explain the use of
process research models (Newman & Robey, 1992:256).

A case study methodology is relevant to collectirggion-branding data. Nation
branding aims to discover identities or attractiab®ut the nation and to manage them
along with image or reputation. Moreover, natiorarting is an umbrella concept
encompassing all sub-brands in different produediand integrating various images into
a unified branding idea, which connotes the nabfir@omplexity or uncertainty in a nation
branding process. Given the link to the breadtkdepth approaches, a case study enables
us to gain depth, elaboration, complexity and aaddoundation for nation branding study.
“No effective branding decision can be made withsaphisticated qualitative research
[...]. Usually brand-orientated research starts wgttalitative techniques [...]” (Lindsay,
2004:9). We are increasingly asked for case hespand take these as indicators to learn
from other’s experience, to gain insights into ¢hallenges to which a place must respond
and to help shape what kinds of brand a countrylshedopt (Lodge, 2006). Therefore,

= In terms of the nature of complexity and uncergaoftnation branding, a case study

providing a qualitative and in-dept knowledge sugtable method to collect data for
explaining performance in nation branding.

We, in the preceding chapter, have developed adN&randing Mechanism Model
(NB-MM)’ as a research model. The NB-MM refers gomechanism-based process model’
that explains a sequence of branding behavioues firanding actors and branding
activities) that contextually take place within ation brand system and that influence the
sustainable competitiveness of nations. The casly stpproach focuses on understanding
the dynamics that are present within single sedtififjsenhardt, 1989:534). It is a useful
way to explain the use of a process research n{dbgsvman & Robey, 1992:256). In line
with a mechanism-based view, Cho (2006:110) insisis a case study enables us to find
out contextual phenomena arising from a managemeudess, to carry out an in-depth
analysis between the contexts, and to take a twoligw of the process. In particular, the
case study is applicable either to test or to geaa theory (Cho, 2006; Eisenhardt, 1989).
Therefore, it is concluded that:

= A case study is an appropriate approach to finddag contextual phenomena

throughout the branding process, to analyzing thetexts, and to obtaining an
holistic view of nation branding process

= A case study is an applicable method to test aigiomal model and then to develop

a revised model that explains performance in ndiranding.

The Nation-Branding Mechanism Model (NB-MM) is dgsed to be a model
explaining “how and why nations achieve the susiiai®m competitiveness through nation
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branding”, and providing “the branding story basedtemporal sequence by recounting
how nations create competitive identity and image.tase study method is suitable to
generate answers to ‘why?’, ‘what?’ and ‘how?’ dimes (Saunders et al., 2007; Yin,
2003). Moreover, researchers have applied caseesttaltest the particular findings based
on longitudinal studies (Van de Ven & Huber, 1990)erefore,
= A case study is suitable to generate answers te ‘drad why nations accomplish the
sustainable competitiveness through nation brariding
= A case study is an applicable method to exploreirrap findings based on a
longitudinal nation-branding story.

4.2 CASE SELECTION

A fundamental question is often raised about theegaizability of an in-depth case
study (Van de Ven & Huber, 1990:216). “Case repiicd is considered to be suitable to
test the generality of key findings from a singbaditudinal case study by comparing it
with another longitudinal case, which means thaesashould be selected on spatial and
temporal criteria that provide meaningful companso(Leonard-Barton, 1988). It is
necessary to decide the number of cases viewedcisuff for the generalization of
empirical findings, which provides external vahdi{Yin, 2003: 51). The concept of
competitiveness depends fundamentally on compar{Buckley et al., 1988:178). A
comparative approach across nations provides sgfite@vidence or patterns to support
general findings and enables us to predict outcommeler specified conditions (Perry &
Robertson, 2002). In comparing nations, the trigargatructure (Fig. 19) expresses the
critical decisions, describing the three domainsde€ision-making: Why to Compare;
What to Compare; and How to Compare (Perry & Raoet2002). “Why to Compare” is
an epistemological decision to find out the reasehg comparing across nations; “What
to Compare” is to decide which concepts are cernitrdhe research question; “How to
Compare” relates to the selection of the most blataases and replication logic for the
process of analysis and evaluation.

Fig. 19 The science of comparing nations

Why to Compare

How to Compare What to Compare

(Source: Perry & Robertson, 2002:20)
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Selecting suitable cases to be studied has beesidenad as an important aspect of
building theory (Yin, 2003; Verschuren & Doorewaat®99; Eisenhardt, 1989). To select
cases that are likely to provide external validitye study adopts the three domains of
decision-making described below.

= “Why to Compare”
Each nation has its own inherited aspects suchisteryy culture, values, and

demographic variables. There are cross-nationahti@ms in institutional management
systems, such as a government’s plans, industreegsgies, policies, and systems of public
and private decision-making (Porter, 1998; Lenwaié&rtha, 1994; Dunning, 1979). No
two nations are able to set their strategies, he& tesources, define their products, or
implement their plans in the same way (Kotler et293). As a result, they take different
paths to national development, which inevitablydke#o nation-specific mechanisms.

Conducting comparative studies needs to map tlevaet configurational patterns
and to explain the similarities and the differenbgsconsidering the specific contingent
conditions under which the postulated generativehaeisms operate (Tsoukas, 1989).
Similarities between the units of analysis are axy@d by the generative mechanisms and
the similar type of contingencies that have beesporsible for the mechanisms.
Differences may be due either to the operationiftdérént generative mechanisms or to the
different contingencies within which the operatafra similar set of mechanisms has taken
place. Considering the generic notion of buildinghation’a image and identity, the
‘Nation-Branding Mechanism Model’ has been presgnéhich encompasses a systematic
process between contextual parts (i.e. brandingraend activities) that are involved in
nation branding. By comparing the nation brandirgepss with multiple nations, the study
aims:

» To identify nation-specific branding mechanisms

= To identify the relevant contextual patterns intla¢éion branding process

» To identify similarities and differences in the inatbranding process.

» “What to Compare”
To define the role of nation branding and creagg@egic management tool on nation

branding for the sustainable competitiveness abnaf the ‘Nation-Branding Mechanism
Model (NB-MM)' has been presented. The NB-MM artates a sequence of branding
phases, ranging from creating a nation-brand vi§itiNBV), setting a nation-brand goal
(S-NBG), developing a nation-brand strategy (D-NB&)erating a nation-brand strategy
(O-NBS), through to achieving the sustainable cditipeness for the nation. This study
compares branding mechanisms within a system thrtugbranding process.

Nations compete in the international arena, whightrdbute to building a nation's
identity and image. To compare branding mechaniseteeen nation branding systems,
branding behaviours in managing a nation’s ideratgl image are highlighted. Meanwhile,
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country image is output-specific and is composedrinftifaceted and diverse identities
that enable to sustain a nation’s developmentahgth. That is, whether nations adopt
branding behaviours based on a nation’s realityairis particularly considered, which
enables us to understand branding mechanisms veithrand system.

Therefore, to identify nation-specific branding rnanisms and the relevant
contextual patterns in the nation branding proaéssist be decided what to compare with
the reality for the nation brand. Researchers em#tion-banding context have highlighted
various dimensions (e.g. tourism, investment, export, or public dipkcy) or their
resources, such as industries, related to thematiand’s reality. In particular, FDI and
exports are considered to be key assets in a rativand equity (Dinnie, 2008). ‘FDI
attraction’ and ‘export promotion’ have been highted in improving a country’s global
competitiveness (Florek & Conejo, 2007; Mihailovi@D06; Papadopoulos, 2004; Kotler
& Gertner, 2002; Papadopoulos & Heslop, 2002; QIlih899). With respect to the
competitiveness context, these two dimensions sstsmpetitiveness of a nation’s
industries and explain a national performance wbagl markets. With FDI and export
branding behaviours, transnational companies (nbt as the producers for international
trade but also as the consumers deciding foreigesiments) are the main nation branding
actors. However, researchers have not yet fullyoegg this area and it remains a largely
under-researched phenomenon (Capik, 2007; Szon@l)7;2 Papadopoulos, 2004).
Branding mechanisms focusing on FDI and export diren system are particularly
important for empirical investigation. Thereforey @ase study compares:

= Branding mechanisms on FDI and export brandingegystof nations

= The contextual patterns in these branding processg&snechanisms of nations.

= “How to Compare”
When considering a comparative (or multiple-caseflys we need to deal with the

numberof cases and the replication approach (Yin, 2088¢ording to Verschuren and

Doorewaard (1999), there are two choices about hveneto select cases showing a
minimum number of differences or cases represerdingaximum number of differences.
That is, it needs to be decided how many casesegrered to justify the relevant evidence
and how much of variation between the cases isipsale.

Nations have developed their brands with variotegesgies for the specific challenges
that they face (Dinnie, 2008; Anholt, 2006a). Depehg a coherent and strategic nation
brand can take from decades through to centuradi®wing a natural evolutionary path
(Szondi, 2008; Lebedenko, 2008; Lodge, 2006; Ggtjon, 2005; Papadopoulos, 2004). A
longitudinal approach based on historical perspects highlighted for understanding
comprehensive nation branding (Amine & Chao, 2@&mjan, 2005; Olins, 2002). When
analysing the evolution and development of naticanding, it is important to understand

" Researchers refer to them as endorsed brands,doaksectors, product outputs, domains, and so on.
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and examine the context in which nation brandingrged (Szondi, 2008). In particular,
Quelch and Jocz (2005) assert that performancddbeuracked over time and compared
from nation to nation. Based on the specific nobbmation branding, a comparative study
needs intensive resources and time. To understenchéchanisms of the branding process,
therefore, the study selects two cases that eneble predict similar results (i.e. literal
replications).

With a similar notion of a nation brand’s longitodl evolution, many determinants
have to be considered to make the brand succg$dtukek, 2005). However, to compare
branding mechanisms on FDI and export brandingesyst and to understand the
contextual patterns in the branding processes aedhamisms, the cases need to
distinguish the similar results through FDI and @xpbranding. Reflecting the
categorization of nations linked to building a pats identity and image, the cases need to
be selected within the same category based on idemdfication and country image
taxonomy, which helps to address a similar inpuasoee. With variation between cases,
Verschuren and Doorewaard (1999) insist that ifehg little knowledge of the subject to
be examined, those cases that on the whole show smararities (minimal variation) are
preferred. Nation branding is in its infancy stdge academic research (Anholt, 2002b).
Therefore, the study selects and compares thosensatwith minimal variation that
provide more similarities than differences.

The basic theoretical constructs of the model amneéd events (Newman & Robey,
1992). There are the patterns and correlates ofotioairrences of events (Yamaguchi,
1991). Because the model includes the prospecharige in the established patterns, the
mechanisms for achieving change must also be poesic(Newman & Robey, 1992:253).
Each individual case, therefore, consists of midtgmbedded cases, i.e. multiple events.
According to Newman and Robey (1992), events ammptised with episodes and
encounters. An episode refers to a set of actsvdgtanding for the end of one sequence of
activities and the beginning of another, and entmgnare the most likely times in a
process that mark the beginnings and ends of egssod

The greatest opportunity for change to episode rscduring the critical encounters
(Newman & Robey, 1992:253). That is, time is reddrto as another critical source in a
comparative study. The temporal dimension shoulcefiected along which the comparion
has been undertaken (Tsoukas, 1989). To gain uaddieg of the pattern of
competitivness (Hughes, 1993), the time horizorhef analysis needs to be spelled out
(Buckley et al., 1988). In settling for a longitndl approach, there is a period of
evolutionary change, the so-called epoch (by imilia¢ leaders) and this type of approach
can be adapted for empirical study with processesan(Melin, 1992). To understand
branding mechanisms on FDI and export brandingesystand the contextual patterns in
branding processes and mechanisms, this studysadaph case with multiple events that
comprise critical encounters and episodes, andghmreeds to compare them.
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4.3 SELECTED CASES

Based on these three domains of decision-makirgekect cases (section 4.2), this
research suggests the criteria to select caseti@sd:

= Cases that have distinguished their own nationispeevelopment path
Cases that have developed their own FDI or exparichng system
Cases that have been positioned within a similegoay level on auto-identification
and country image, implying similar levels of natiorand status
Cases that highlight a period of evolutionary cteafige. epoch) brought about by
influential leaders
Cases that explain multiple events based on lodigiéh scope.

THE SELECTION OF KOREA AND IREALND

Korea and Ireland have been identified as naticemds which have been built
through their country behaviours (Anholt, 2006b3$. reseachers (Gertner, 2007; Gertner &
Kotler, 2004; Papadopoulos, 2004; O’'Donovan, 2@khs, 1999; Porter, 1998) highlight,
Korea and Ireland have employed export or FDI prioonoas a key ingredient in their
economic development strategies and nation braaderprojection.

The two countries are geographically located iriedént region, Asia and Europe.
They are characterized by demography. Historicttky,two nations had confronted painful
external relationships in their geographic regiand overcame economic crises. However,
both countries represent rapid economic growth da@ty short periods. Korea has
established its economic achievements by the expeotred brand development since
1960s. By the mid 1990s, Korea had been transforimedthe third largest economy in
Asia, earning its reputation as a so-called ‘Adiger.’ Ireland, overcoming a fiscal crisis
in the early 1980s, recorded huge inflows of FDlestment since the late 1980s and
double-digit export growth through the period 129B1. By the middle of 1990s, Ireland
had been recognized as a ‘Celtic tiger’ in the raark

Korea and Ireland are positioned as innovationericountries. They highlight
‘innovation networks’ (i.e. partnerships betweemgpanies or countries which are thought
to be more effective than keeping research andlo@vent “in-house”) that are effective
at taking developments from other nations or congsaand turning them into commercial
productg. According to the Innovation Capability Index (UNSD, 2005) calculating for
117 nations for the years 1995 and 2001, Irelardl l&orea are categorized as highly
innovative countries and ranked in similar posgion

® The study has been carried out by US research ltansy Forrester, which has identified Ireland dtorea as
‘transformer’ position for innovation (National lomation Networks Q4 2006, The Forrester Wave).
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During the period 1985-2000, at the four-digit $am International Trade
Classification (SITC, Rev. 2) level, the most dymaproducts come mainly from the high-
technology group (UNCTAD, 2002:146). Ireland andré& have built their international
production competitiveness and, in particular, hgtied their strengths in high-
technology industries. That is to say, competitdentity and image for Korea and Ireland
have been reflected through changed reality basdugh-technology and innovativeness.
According to the classification of world economiesed on GNI per capita (World Bank,
2006), Ireland and Korea are positioning themseagdeading countries in high-income
economies.

Ireland and Korea have both positioned themselv#isirva similar category level,
both as innovative countries with Asian or Celtiget images which represent rapid
economic growth. Meantime, they have establish&@rdnt branding paths, by adopting
FDI or export-oriented branding system. A uniquanol development system in each of the
two countries is suitable to identify nation-spechiranding mechanism and to identify the
relevant contextual patterns in the nation brangingcess. As Korea and Ireland have
adopted a different branding system, they can geovaluable notions on the similarities
and differences in generating their nation brangirggess.

4.4 CASE STUDY PROTOCOL

A host of theoretical and practical problems hawebé addressed in conducting
longitudinal field research, which include questi@i how to deal with time, site selection,
choices about data collection and degrees of imroént, and handling the problems
typically associated with case studies (Van de ¥dduber, 1990:216). The protocol is a
major way of increasing the reliability of casedstuesearch and is intended to direct the
carrying out of the data collection (Yin, 2003:6Rgliability concerns whether the research
can replicate — in a later study — the similar ifigd and conclusions when repeating the
same case again, and the goal of reliability isegsen the errors and biases in a study
before entering the field (Yin, 2003; Eisenhard§89). In line with increasing the
reliability, a case study protocol needs to begtesi to provide case study tactics.

Triangulation in crafting a case study protocoll@esa us to intensify the construct
validity (Saunders et al., 2007; Yin, 2003; Eisedhal989). In line with theory building
through a case study, it is necessary to triangutatltiple sources of data (known as data
triangulation), using different data collection ha@ues (known as method triangulation)
within one study (Saunders, 2007:139). Data andhaaktriangulations are needed to help
decide which devices (e.g. questionnaires and wvasen forms), and the medium of
communication (e.g. interview, the telephone, matkrnet, etc), with deciding primary or
secondary data based on credibility (Cooper & Stk 2003). A triangulation approach
aims to corroborate each new fact or phenomenom, (¥003:99). Through the
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convergence of several different sources of infelona(Fig. 20), empirical findings from a
case study can be much more convincing and acdlipade 98).

Fig. 20 Convergence of evidence

Archivec Record

Documents Open-ended
~ Interviews
?jpservatlgns Structured Fogus
( |re§:tl an Interviews Interviews
participant)

and Surveys

(Source: Yin, 2003:100)

To increase the reliability and validity of casadies, based upon the above-defined
techniques, we adopt triangulation with data sau@ed collecting techniques. The data
collection protocol (see Appendix) is as follows:
= To develop a nation-branding model on the susténebmpetitiveness, our study
primarily focuses on gathering the objective measuwvith respect to the sustenance
of competitiveness. Information on each case isinobtl by benchmarking the
secondary data from the leading international dgencies such as UNCTAD, the
UN Human Development Agency, the OECD, the Econbimtelligence Unit, and
the World Trade Organization. In particular, to arsfand how Ireland and Korea
have been involved in FDI and Export promotions,cslect the secondary data of
these trends from the World Investment Report sefi®91-2006) published by
UNCTAD.

= Along with the secondary data, this research ctdléwe primary data to obtain the
locus for Korea’s and lIreland’s branding procesdeliminary interviews by
questionnaire are carried out with selected exp@rtaational governments and
promotion agencies in both Korea and Ireland (sppefdix: A4). For practical
reasons such as distance, time and money (Swarifi$6), both direct and indirect
interviews are conducted. A questionnaire has loeeeloped containing both open
and closed-ended questions (see Appendix: A2).

= With respect to the longitudinal approach basedeogounters and episodes,

multiple documents (e.g. annual reports and reke@gorts) and archived records
related to the nation branding process are seardhegarticular, the national

development plans of Korea and Ireland are studRetords relevant to FDI and
Export promotions which have been published bygbeernments and promotion
agencies of each country are obtained. To provideerabjective data, we explore
the related studies about Korea and Ireland. M@elg newspapers, television, e-
mail and so on) are addressed to a wider audievieess¢huren & Doorewaard,
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1999). Data from the media are also collected.artigular, country images of both
nations are closely observed.

In a comparative case study, researchers suggeshidrarchic method such as
analyzing Within-Case data and searching Cross-GQastéerns (Eisenhardt, 1989).
Verschuren and Doorewaard (1999:166) recommendstages. The initial stage is to
examine the separate cases independently; in tumdestage, based on the results from
the first stage, it is necessary to make a comiparanalysis of the coherent body of all
cases studied. Using this procedure, we expedhdoeixplanations for the similarities and
differences between the various cases (lbid). 2008:17) argues that case analysis shows
all the evidence and addresses the most signifasgpect of the particular case study, and it
is important to select specific analytical stragsgor techniques (Table 34).

Table 34 Analytical techniques

Pattern -A logic comparing empirically based patterns timaty be related to the dependent or
Matching the independent variables of study

Explanation | -A special type of pattern matching
Building -The procedure is more difficult and therefore dese separate attention

Time-Series | -An analysis following many intricate patterns beém variables and identifying the
Analysis specific indicators to be traced over time

-A technique stipulating a complex chain of eventsr time by forming a repeated

Logic Models
cause-effect-cause-effect pattern

Cross-Case | -A technique applying specifically to the analysisnultiple cases consisting of at least
Synthesis | two cases

(Source: Yin, 2003:116-35)

To develop internal and external validitghis research adopts the pattern-matching
and cross-case analytical technique. In the fitafjes the study analyses each case, i.e.
branding of Korea and branding of Ireland. In gartr, to define branding mechanisms on
FDI and export branding systems and the contextatterns in branding processes and
mechanisms, branding of Korea is analyzed with ipleltbranding events based on
encounters and episodes. Branding of Ireland i$yzed in a similar way. Based on the
results from the first stage, we compare brandingosea and branding of Ireland. Finally,
this research defines the similarities and diffeesnbetween both cases in terms of the
contextual patterns in branding processes and mesrha within FDI and export branding
systems.

% Internal validity is about establishing a causaatienship and external validity relates to estthilig the domain to
which a study’s findings can be generalized (Kidgleludd, 1986:26-29).

98



4.5 CONCLUSION

To test the developed research model ‘Nation-Bramdiiechanism Model’, a case
study methodology based on a comparative approacssnations is determined to be a
suitable operational approach.

Based on the formulated three domains of selecti@rea and Ireland are two
countries that qualify to obtain the empirical data found in the literature study (Chapter
2) and previous section (4.2), FDI and export rereeimave been identified as the outcomes
of nation branding and, at the same time, the cdtithgeprocess in international business.
In particular, the gap between the growth ratexmioets and FDI outflows since 1985 has
dramatically increased, which influenced the comipeness of nations in global markets.
Since 1960s, Korea has focused on export brandiggea with national development
plans. Since 1985, Ireland has rebranded, focusimgFDI promotion. Korea’s and
Ireland’s branding can explain their nation-specibiranding system and, moreover,
identify branding mechanisms that derive from theation branding process within the
system.
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CHAPTER 5 BRANDING OF KOREA

5.1 BACKGROUND

Korea, officially the Republic of Korea (ROK), iagraphically located in East Asia,
being surrounded by the Yellow Sea to the west and
East Sea to the south east. About 50 million people
inhabit in Korea. Gojoseon is recorded as the Ketean
dynasty founded by DanGun under the basic prin@ple
“Hong-ik”, i.e. “Broad benefits to the people.”
Hangeul, which was created by King Sejong (1443), i
commonly spoken as the authentic national language.
Although mainly based on Confucianism, many Koreat
people also adhere to the Christian or Buddisngicedi

Korea, after the Joseon Dynasty (1392-1910), wa
colonized by Japan (1910-1945). Through the colonia
period, the quality of life of ordinary Koreans wadevastated. The Korean War (1950-53)
divided the country into South and North Korea, ehdamaged over 80 per cent of
industial and infrastructure facilities and desayover half of dwellings in the capital
city, Seoul. The Korean economy was severely dathageesident Rhee, Syng Man
governed Korean during 1948-1960, and relied hgamil foreign aid from the USA.
However, the government barely articulated anyirdiststrategic direction of economic
growth for Korean. In April 1960, the Democraticriagovernment of Chang, Myun
replaced the previous regime, but the Korean ecanoandition deteriorated further. The
GNP per capita in 1962 amounted to only $ 87. Ther&ne Council of National
Reconstruction (SCNR) under General Park, Chung d¢teMay 1961 established a new
government, aiming to rebuild Korea from this selyedeteriorated state.

Korea was transformed into a new phase of econateielopment. The Korean
image was stereotyped as ‘the divided and poortcglor ‘Korean War'. However, a new
Government in 1962 developed the first Five-YeanP(FYP) as the national strategy,
pursuing the Korea-brand as an Industrialized Kéoeaded on export along with science
and technology development. Emphasizing sciencetegtthology values for export and
industry development, Korea presented its third fandth FYPs in the 1970s, and became
one of the Newly Industrialising Countries (NIChk).the 1980s and 1990s, the Five-Year
Plans were invigorated for accomplishing Induszead Korea towards a sustainable
competitiveness for Korea. Throughout these Fivaryelans, Korea envisaged plans for
place development of building attractive resoureesl for economic diplomacy of
establishing the relationship based on technolbgioa cultural exchanges with other
countries.

101



Successfully hosting the Asian Games in 1986 amdQlympic Games in 1988,
Korea officially advanced from the status of a depmg country at the GATT in 1989. By
the mid-1990s, it became the third largest econonAsia, and is now recognized as one
of the “Asian Tigers.” In spite of sharp econommwahturn during the 1997-98 financial
crisis, it hosted the World Cup in 2002.

‘Dynamic Korea’ is symbolized as a national slogf D Y NAM I C

representing an ever-continuing process of chande a KO RE A

creation by Korean people.

5.2 CASE STUDY DESIGN

Korea’s image since the Korean War (1950-53) has Iperceived as a poor country
economically and insecure geographically. Howeweming into the 2000s Korea has
achieved economic success, which helps its posasoone of high-economy countries and
its reputation as an “Asian Tiger.” To explore h&werea has achieved its reputation and
competitiveness by nation branding, this study $esuon empirical findings throughout
the nation branding events ranged from the 196@witjin the 1990s.

Korea transformed into a new economic developmeatwath its Five-Year Plans
(1962-1997). During the periods of FYPs, Korea m@&dhe brand Korea — a type of ESTI
— based orexport, science & technology, and industry developent. Therefore,our
research highlights the brand development procetts BSTI-brand system and explores
branding process of how Korea’'s ESTI-brand systeam Hriven a highly innovative
country, and allowed it to complete its Five-Ye&ari3.

Based on the key concept of nation branding (2.2.54-45), the whole period of
FYPs is suitable to explore the context of a sgiatéit between a nation brand and a
national strategy. The period can be divided irgdain episodes in terms of developing
and managing brand strategy, brand identity andy@ray branding actors. The first and
second Five-Year Plans (1962-1971) provided a gtqueriod of creating the ESTI-brand
system. The third and fourth Plans (1972-1981)inaet to develop it, but reinforced the
brand system with strategic decisions of natiomategies. Coming to the 1980s, there
were several changes in Korea in terms of natilmaaler, political and social development,
which were continued into the 1990s. Aiming to itfgn Korean-specific branding
mechanisms in the ESTI-brand system and contextatéérns in the branding process of
the ‘Nation-Branding Mechanism Model,” our studgtthguishes Korea branding episodes
by three periods of branding encounters as follows:

= ESTI-I: The period of branding episode from 1962971
= ESTI-IIl: The period of branding episode from 1962981
= ESTI-IIl: The period of branding episode from 198621997
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5.3 CREATING A KOREA-BRAND VISION (C-KBV)

5.3.1 C-KBV: ESTI-I (1962-1971)
With his determined belief in building a new natitor Korean people, President

Park, Jung Hee (then a military General) on Mayll8&ablished a regime along with the
Supreme Council of National Reconstruction (SCNRjth his first priority to solve the
economic and social problems that Korean people lteeh suffering since the war,
President Park and the SCNR designated a plannougp ghat was composed of economic
experts who had been working as economic policyarskand assigned to analyze the
current internal and external status of Korea.

Based on the drafts of the three-year plan (1958)the five-year plan (1961) that
had been drawn up previously, the planning grougdyaed Korea’'s current internal and
external positions. Korea is geographically adjaterCommunist North Korea and China,
which has threatened Korean people and has dirafffcted the nation’s safety and
survival. For national security and economic depeient (e.g. foreign aid, investment, or
trade), Korea has been closely linked with USA dadan. The financial assistance from
foreign nations has given some opportunities fdional reconstruction on the one hand,
but the dependence on foreign aid gave rise to jarnegonomic problem on the other
hand. To make matters worse, it was imperativenjmort essential goods for the people. In
the meantime, Korea was considered to have ondeofhighest estimated population
growth rates in Asia, relative to possessing arkrld at only around 20-30 per cent of its
total area. The diligent and motivated people whwehrelatively high levels of literaty
and skills are therefore the only available resesithat can offer a comparative advantage
to Korea.

Reflecting on the present advantages and disadyesit®resident Park and the SCNR
set a national vision building “Industrialized Karen the basis of ‘Jarip-Gyongje’ with a
self-reliant and independent industrial economykie TEconomic Planning Board (EPB)
was immediately organized and assigned to takeonssplity for developing Korea’s
strategic direction in the macro perspective angnmehensively coordinating the
government departments. In particular, Presidemk Raged the creation of a national
development plan for building the science & tecbggtbased and export-oriented
industries. Putting ‘Jarip-Gyongje’ into concreggms, President Park in 1964 declared a
brand vision of building ‘Industrialized Korea bdsen the Export-first Principle’. In
particular, President Park strongly expressed #oelence of the Korean people, which
was reflected in developing the principles of ‘Expbrst’ and ‘Industrialization’. The
president appealed to the people to devote alt #r@rgies to export promotion. During
the middle of 1960s, the President and Governmewisiened a bright picture of

911 the 1960s the illiteracy rate was already welblw 10 per cent (Harvie & Lee, 2003:268)
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accomplishing a complete ‘Jarip-Gyongje’ based conemic and social development by
the early1980s.

5.3.2 C-KBV: ESTI-II (1972-1981)
On July 1969, President Nixon of thénited States announced that allied nations

would henceforth be expected to take care of thweir military defense. As a result of the
Nixon Doctrine, Korea was confronted with a threahational security. Meanwhile, there
was an opportunistic prospect in international raaitkends that created a boom in the
heavy engineering and chemical industries. Theiddes and Government challenged
industries to be aggressive and seized the opptyrtiam upgrading export industries and
accelerating export promotion. In his New Year'dr@ds in 1973, the President announced
the ‘Heavy and Chemical Industrialization (HCI) Ei@a Korea and shared his belief with
the people that they needed to prepare and regpésthnology-oriented mind and to
export in all industries. President Park, in atating his national vision, had the insight to
envision the Saemaul Undorighot onlyfor the improvement of the “environment” quality
of community life but also for the spiritual reforai Korean people in rebuilding Korea
according to the ESTI-brand system.

In 1976, the KDI (Korea Development Institute) atwienty Task Force teams,
consisting of national expertise from academic,in®mss, research institutes and the
Government, and particularly encompassing 28 adviom the World Bank and others,
suggested the 15-Year Plan (1977-1991) for econand social advancement. The
Government envisaged a new brand vision of attgifdarip-Gyongje’ by strengthening
the technology-led HCIs, innovating the promotioh stience and technology, and
reinforcing both export promotion and trade libeaion. Furthermore, the plan
emphasized social equity through social welfare aagdality, as well as economic
prospects Reporting on the “New Strategy for 1980s”, in Janyul979 the Economic
Planning Board (EPB) proposed to President Parkithaas time for Korea to adopt a
market-based economy and build the balance of Ismatheconomic growth on the basis of
stability, autonomy, and openness. On March 19%@, President and Government
convened a policy meeting and came to an agreeaienit moving to ‘a well-balanced
and stable national economic system.’ Establiskiridarip-Sungjang’ for self-sustaining
economic and social developments based on stakalittonomy and openness was also
envisaged as the national vision for 1980s.

5.3.3C-KBV: ESTI-I11 (1982-1997)
In the 1980s, the world economy changed signiflgariVith a huge shift in

international production, the share of the Unitddt€s declined rapidly. The US took
special measures to protect its knowledge resowsuel as technology and intellectual
property on the one hand and pressured other satmopen their markets on the other
hand. The Korean Government prospected that thédvemonomy since 1980s became
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dominated by the technology revolution and thatomatwould be striving for competitive
advantage in technology. In the full assurance Watea had accumulated sufficient
capability in science and technology, PresidentrCioo Hwan and the Government had
a mutual agreement about moving toward a well-luzgdrand stabilized national economic
system and emphasized on building Korea as a sciand technology-advanced country.
During the middle of the 1980s, economic and pmitreform was initiated in the Soviet
Union. The Soviet and Eastern markets became aensvging export market that needed
an approach to building industrial cooperation. THeuguay Round of the GATT
commenced in September 1986 and began the prod¢espeaing trade in services.
Internally, Korea held the ‘86 Asian Games’ and tB8 Seoul Olympics.” With the
ultimate goal of normalized relations with the Pletsp Republic of China and Soviet
Union, President Roh, Tae Woo and the Governmestaal a policy oNordpolitik.

Immediately on being inaugurated in June 1992 nthe President Kim, Young Sam
declared his intention to build a ‘New Korea basaa the New Economy.” The
Government convened expertise from academia, asiaad governments in order to
prepare a preliminary plan. On March 1993, Presid@m made a special statement to the
public: “In order to restructure our economy, | adate ‘New Economy’ withdrawing
many regulations that have constrained our ensggriactivities and enabling them to act
more freely. It is necessary, therefore, to innevadtional finance and organizations.” In
the following year, the President declared ‘Seg\eeline. globalization)’ and encouraged
the people and enterprises to adopt an entrepriahepirit and take initiative.

5.4 SETTING A KOREA-BRAND GOAL (S-KBG)

The Economic Planning Board (EPB) integrated thddeéti Bureau and the General
Planning Bureau, centralized both planning and btidg authorities, which enables the
elimination of conflicts between the planning anuhistries’ interests, and invigorated the
coordinating and supporting role for short-termbsity or long-term investments in
national economic planning. As the first priority national development planning, the
EPB in cooperation with an advisory board and wagktommittee under SCNR created
five-year plans (FYPs) and set national economalsgy¢Table 35) to establish a base for
‘Jarip-Gyongje’ in 1960s, achieve the system foariid-Gyongje’ during the 1970s.
Through subsequent FYPs over the periods of 1980sigh 1990s, they aim to maintain
‘Jarip-Gyongje’ as self-supportive economic systemd to continue with ‘Jarip-Sungjang’
for self-sustaining development.
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Table 35 Expected national economic outcomes tliréine-Year Plans

First | Second | Third Fourth Fifth Sixth ECNOﬁ‘éVm
FYP® FYP FYP FYP FYP FYP op
(1962-66)| (1967-71)| (1972-76)| (1977-81)| (1982-86)| (1987-91)| (1 gda )
GNP (%) 71 7.0 8.6 9.2 76 73| 6.9
Unempl t
”enzg‘)’yme” 8.5 6.1 4.2 4.0 4.2 3.7 NA
0

Notel. a) indicates complementary magnitude dutBey-1966.

Note2. The original FYPs comprehend national ecaagwals in terms of economic growth rate,
unemployment, GNP deflator, consumer prices, mialency, product export & import rate,
industrial structure, and current transaction.

Note3. The study limits to present average anntmliy rate of GNP and unemployment for comparalp
index.

e

(Source: Kang, 2000; KOTRA, 1992; Korea Five YekmnB)

5.4.1 S KBG: ESTI-I (1962-1971)
In line with medium-term national goal (1962-19&&tablishing a base for ‘Jarip-

Gyongje,” the EPB simultaneously analysed the curstatus of national resources and
competences. Korea was suffering from a poor endawmf natural resources. Compared
to the quality of welfare facilities, its populatiancreased up to 2.9 per cent per year,
which gave rise to a high death rate and limitedestment for developing national
resources to generate economic growth. The domestiket was hardly established
enough to support enterprise activities. Enterprigperated on a small scale in certain
industries, which made them less competitive initliernational markets. In respect of
export and import structures in 1961, export présiuere mainly from primary industries,
i.e. agricultural products, and their sales reled Japanese markets. Imports were
imperative due to the shortage of raw materialsallpc Particularly in science and
technology development, there was little investneml&D.

Meanwhile, the world’s industrialized economiesl®60s enlarged and international
trade volume increased. The free economy becamalprg. Korea’s market expanded
from the USA into Western Europe. Recognizing thg karket opportunities in the free
economy, the EPB primarily focused on the expansibsecondary industries based on
mining and manufacturing sectors and on improverném/nterprises’ competitiveness in
the international markets, which was reflectechm decision to export products. Under the
national vision establishing ‘Industrialized Korea the basis of ‘Jarip-Gyongje’ along
with brand vision of the ‘Export-first Principlethe EPB in collaboration with other
government ministries set a target to build ‘Expéorea’. In particular, the export goal
was for an average of US $140million during thetfiFYP and export products in 1966
came from manufacturing industries up to 57 pet.cen
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5.4.2 S KBG: ESTI-II (1972-1981)
To expand the system for ‘Jarip-Gyongje’ as theosdcmedium-term goal and to

accelerate ‘Export Korea’, in 1969 the Governmaggaaized a task force (TF) within the
export promotion agency (KOTRA). TF analyzed therkat environment and national
resources in a step-by-step procedure. Primarily,focused on prospecting how
international trade and economic trends are degdloBased on that, it analyzed market
share per product and country categories, comyetitations, importing nations, as well as
national supply capacities and strategic directiansl prospects’ market demands for both
existing and new products. Integrating the analywmed plans by TF, the Ministry of
Commerce and Industry in 1972 presented the exgppemtécomes for long-term export
goals (Table 36) in order to achieve ‘Export US$llidm’ and ‘National incomé per
head of US$1,000’ in 1980.

Table 36 Long-term export-planning goals: 1972-1980

1972 1973 1974 1975 1976 1977 1978 1979 1980

Export Amount

1,800 | 2,350 | 3,000| 3,750 4,600 560D 6,800 8,250 00DO
(US$ M)

(Source: KOTRA, 2002; The Ministry of Commerce dandustry, Korea)

Coming into the 1970s, international markets rapiclhanged. The US economy
declined. The USA started taking protective measukehich affected world trade.
Industrialized nations reinforced import restriasoby adding import taxes. Experiencing
the first oil shock, nations tried to retain theational resources. Korea had deeply relied
on its trade relations with both the USA and JafEable 37), which came to threaten
further export expansion.

Table 37 The pattern of export dependence on the &itsl Japan in Asia NICs

USA (%) Japan (%)
1970 40.1 28.2
Korea 1975 30.2 254
1980 26.5 17.4
1970 38.1 14.6
Taiwan 1975 34.3 13.1
1980 34.1 11.0
1970 35.7 7.1
Hong Kong 1975 26.4 6.4
1980 26.2 4.6
1970 11.1 7.6
Singapore 1975 13.9 8.7
1980 12.5 8.1
Note. Export dependence describes export sharerdgrasper each nation’s total export volume

(Source: KOTRA, 1992; IMF, Yearbook)

" National income per head recorded US$167 in 196@ @econd FYP’ General Evaluation Report,1972:323)
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With the shift in international production, induatized nations rapidly transformed
to build their own intensive technology and highueaadded industrial structures. Newly
Industrialized Countries (NICs) entered into th&inational market, which affected the
light industrial market and intensified market catifpon in HCIs. Their export market
shares in manufacturing sector (Table 38) expandibdre were only a few options to
exploit new markets, such as China, Eastern EurGeatral and South America, and
Africa.

Table 38 Export market shares of main industriatipcts

Wworld M(z;:;@t Share Market Share of Industrial Products
vear Total | Industrial | Industrialized Iﬁgz(s)tr:lsahzmg Corglrggnlst
Export | Products Nations Total NICs Nations
1973 100.0 100.0 70.1 19.7 5.9 10.2
World 1980 100.0 100.0 64.9 26.4 6.9 8.7
1987 100.0 100.0 72.3 19.6 7.6 8.1
Industrialized 1973 71.0 83.8 76.4 19.7 5.9 3.9
Nations 1980 63.4 82.7 69.9 25.8 6.8 4.3
1987 69.7 78.0 78.3 18.5 7.0 3.2
Industrializing 1973 4.8 4.7 72.7 21.8 6.8 5.5
Nations 1980 5.4 6.7 61.6 32.4 7.8 6.0
1987 7.9 9.2 72.2 22.2 8.8 5.6
Communist 1973 10.0 9.3 16.3 13.4 4.4 70.3
Bloc Nations 1980 8.7 8.0 19.0 19.2 5.9 61.8
1987 10.2 7.2 19.9 19.9 12.5 60.2

(Source: KOTRA, 1992; UNCTAD Database)

Since the third FYP (1972-76), the Government distadd its medium to long-term
goals on the basis of sectors as per the ministaies the EPB aggregated and coordinated
them. To reinforce the system for ‘Jarip-Gyongjedalign with the external market force
and national industry condition in more efficiemdaeffective ways, the Government in
1973 established the Committee for a long-term ecoa future. In particular, it decided
to concentrate on “Heavy and Chemical IndustrieSIg) i.e. iron & steel, petrochemicals,
shipbuilding, electronics, nonferrous metals ana@mmrgery.” Expecting the development of
related industries as well as HCIs, the Governmegptcted that the manufacturing sector
in the secondary industries would increase by up3®2 per cent between 1970 and 1976
(Table 39). Within the total manufacturing sectd€lIs would constitute 40.5% by 1976,
which increased by up to 163.7 per cent compared9i®0. Moreover, light industry
constituted 59.5% of manufacturing export by 19¥kat is, the Government planned to
reinforce the manufacturing industry by transforgnirom light industry to HCls.
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Table 39 The manufacturing Industry structure: 199906

The rate of increase (%)
1970 1976 (1970-1976)
Manufacturing industry 100.0 100.0 133.3
HCls 35.9 40.5 163.7
Light industry 64.1 59.5 116.3

(Source: The Third Five-Year Plan, 1971:12)

Along with the strategic expansion of HCls anddipected goals, the Ministry of
Commerce and Industry adjusted expected outcommdssftong-term export goals (Table
40). In a revised plan, export goals indicated thatmanufacturing sectors for export were
prominently targeted at 28.4 per cent comparedtherosectors and, in particular, HCls
products in the manufacturing sector accounted 105 per cent of exports between 1972
and 1976.

Table 40 Export goals of industrial sectors andipots (HCIs and Light Industry Products)

1971 1972 1976
c At c Crat c At Average rate of
omponent ratio omponent ratio omponent ratio
P P P Increase (1972-76
(%) (%) (%)

Total 100.0 100.0 100.0 27.0
Agricultural sector 3.0 2.3 2.3 22.3
Fisheries sector 7.7 6.7 5.4 18.6
Mining sector 3.5 2.7 1.6 9.3
Manufacturi

anufacturing 85.8 88.1 90.7 28.4
sector
Manufacturi
anufacturing 100.0 100.0 100.0 28.4
products
A. HClIs Products 19.1 25.1 38.6 51.5
(1) petrochemicals 4.9 4.1 6.6 45.7
(2) iron & steel 4.2 7.4 7.1 50.8
(3) machinery 0.3 0.8 0.9 95.6
(4) electronics 8.3 10.1 15.3 45.2
(5) shipbuilding 1.4 2.7 8.7 58.8
B. Light Indust
'ght Industry 80.9 74.9 61.4 21.0
Products

(SourceBt=F US| KITA, 1973:239-240)

5.43 S KBG: ESTI-II1 (1982-1997)

The World economy stabilized and export competiiiiensified. The Government
analyzed that in spite of trade restriction, indakzed nations in 1980s would increase
imports in manufactured products, and therefor¢ imaea needed to increase its export
market and reinforce its export market share thnaihg qualified manufactured products.
In the 4" FYP, the Government focused on solidifying indysttructures to the higher
degree based on the development of science andalegy in order to meet the need for
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export competitiveness. Coming to 1980s, natiocslacated developments of technology-
based industries and concentrated on industrigiuetaring, particularly reinforcing
protective measures for trade markets and knowleeggurces. Even though Korea in the
1970s had already set the strategic goal of infi@ngiscience and technology development
throughout the 15-Year Plan, the extent of develpmn science and technology had
progressed slowly. Compared to countries in indalsted economy (Table 41), science
and technology had contributed insignificantly tor&a’s economic growth.

Table 41 Contributions of main sources in nati@wnomic growth (%)

Growth Labor
Work . Economy

rate of . mobility Technology
Country Year _ force Capital of

national between advancement

. (Labor) . . Scale

income industries
Korea 1966-76 9.7 3.9 2.1 0.8 2.2 0.7
Japan 1953-71) 8.81 1.85 2.10 0.95 1.94 1.97
USA 1948-69 4.0 1.30 0.79 0.30 0.42 1.19
Canada 1950-67] 4.95 1.85 1.14 0.64 0.66 0.66
UK 1950-62 2.38 0.60 0.51 0.12 0.36 0.79
France 1950-62| 4.70 0.45 0.79 0.95 1.00 1.51
Germany 1950-62| 6.27 1.37 1.41 1.01 1.61 0.87
Netherlands | 1950-62 4.10 0.87 1.04 0.63 0.78 0.78

(Source: KDI, 1977:12)

The fifth FYP (1982-86) emphasized the developmehttechnology-intensive
industries (i.e. Precision Chemistry and Machindnformation, Electronics such as
televisions, videocassette recorders and semictmdredated products) and accelerated
technology-led HCIs. The Government in 1985 orgatizhe ‘Long Term Planning
Committee’ consisting of expertise groups. The Catem and the Ministry of Science
and Technology in 1986 created ‘Science and TeoigyoDevelopment Long-Term Plan
for the 2000s (1987-2001)’ in collaboration witthet stakeholders. This Plan established
the brand goal of accomplishing ‘Science and Teldgysadvanced Korea’ by ranking in
the world’s top ten by the year 2000. In particulaaimed to position itself as the world
leader in high-technology products, and contriliatéhe growth of GNP, export, and social
equity, which were all advanced and concretizedhi sixth FYP (1987-1991) and the
New Economy FYP (1993-97). These especially expethat industrialized countries
would intensify the development of high-tech an@wledge-intensive industries through
the 1990s and that there would be an acceleratmd) sirengthening international
collaboration between industrialized countries aNtCs for competitive industrial
development.
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5.5 DEVELOPING A KOREA-BRAND STRATEGY (D-KBS)

In line with the Five-Year Plans (FYPs) (Table 4®rresponding to its national
development strategy, the Korean Government estaddli national strategic directions in
order to accomplish ‘Jarip-Gyongje’ and sustaimif}&oungjang.’

Throughout the first and third FYPs, strategic chliens for the sustainable
development of Korea rested primarily upon two dasitions: developing the industries in
order to satisfy the basic needs of the Koreanscandtructing infrastructure in order to
facilitate more industrialization. Based on thes® principles, the Korean Government
identified the promotion of export, science, tedogy and industry (i.e. the principal
industries for energy sources and production systanthe first and second FYPs. The
third FYP invigorated advancing industrializatiog focusing on HCIs, expanding the
educational system, developing export clusters,rawipg the quality of life, and
increasing employment. In the fourth FYP, investmeapital and social welfare were
considered along with promoting industry, expoats] science and technology. Coming to
1980s, the fifth FYP deeply reflected the changemaefket environment and reinforced
trade promotion-encompassing import liberaliza@gsnwell as export promotion. Through
the sixth FYP, improving economic, social and regio equities were described.
Restructuring the government functions was alsei@ity. Along with restructuring the
industrial sector and promoting a market economyimoting science and technology was
strongly emphasized in the sixth Plan. As the fiRéP, the New Economy Plan (1993-97)
placed special emphasis on establishing both iatemalization and industrialization and,
in particular, encouraged enterprises to be boitiaiive toward global investment and
creative on the basis of design activity.

Table 42 Main strategic directions in the Five-YB&ns

-Expanding agriculture production

-Constructing infrastructure for expansion of sboigerhead capital

The first FYP | -Developing principal sectors for energy sourcehsas electric power, chemicals
(1962-1966) | -Developing natural resources

-Improving trade balance by promoting export

-Promoting science and technology

-Securing self-sustaining food system

-Developing natural resources

-Developing production system for chemical, staat] engineering industry
-Improving trade balance by export expansion arubimsubstitution
-Increasing employment

-Promoting family planning

-Diversifying agriculture and improving agrarianusehold income
-Promoting science and technology

The second FYH
(1967-1971)
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The third FYP
(1972-76)

-Expanding agriculture production and mechanizeohifag
-Expanding infrastructure for regions

-Accomplishing US$3.5billion for export

-Advancing industrialization with heavy and cherhiogustries
-Improving employment

-Expanding science & technology and education gyste
-Improving regional development by developing exmtusters
-Improving quality of life

The fourth FYP
(1977-1981)

-Supplying investment capital by Koreans’ own apili
-Improving trading balance

-Reinforcing advanced industry structure
-Promoting social welfare

-Innovating science and technology

The fifth FYP
(1982-86)

(from Modified
FYP 1984-86)

-Solidifying economic stabilizing system and esttiihg a base for a self-sustaining
growth

:Stabilizing price system

:Promoting investment on technology and entermystem

:Increasing export amount prominently

-Reducing technology and competitiveness gapsadttanced countries
:Promoting market competition for enterprise enviment based on autonomy and
creativity

:Intensifying technology innovation

:Strengthening enterprise competitiveness by primggiroduct parts industry of
SMEs

:Increasing agricultural productivity

:Strengthening efficient energy consumption inradlustries

‘Reinforcing cooperative relationship for scienod éechnology transfer
-Expanding social infrastructure and social develept

:Promoting regional development

:Developing social welfare system

:Establishing social inclusion

-Developing government structure

The sixth FYP
(1987-91)
(from Modified
FYP in 1988)

-Strengthening enterprise development based omauny and economic inclusion
:Promoting enterprises’ collaborating relationships

:Restricting enterprise inequality

:Maintaining optimal growth by employment expansion
:Reinforcing high-tech and knowledge-based indudéiyelopment
-Strengthening social inclusion

:Developing a balanced improvement for regionahsre
:Promoting industry development based on regioreds
-Promoting economic openness and globalization

:Reinforcing export industry structure

:Diversifying export markets

:Accelerating international openness and internafiaation
:Expanding import and international cooperation

:Promoting foreign direct investment of domestiteeprises
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-Reinforcing growth potentiality based on scierteehnology and creativity
-Expanding export markets through enterprisesaitivges and economic cooperation
with developing nations

-Improving quality-of-life

-Innovating finances regulation

-Relieving regulation for foreign investors

-Enhancing competitiveness for domestic and foreiggerprises

New Economy
FYP
(1993-1997)

(Source: Kang, 2000; KOTRA, 1992; The Five-YeamB)a

In relation to the nation brand goals for brandoris, i.e. ‘Export Korea’, ‘Science &
Technology-advanced Korea’ and ‘Industrialized koréhe Korean FYPs emphasized and
maintained strategic concepts of branding exparienge, technology and industrial
development (i.e. ESTI-brand strategy). These \wrdegislated by laws and envisaged by
promoting programmes or plans.

5.5.1 D-KBS: ESTI-I (1962-1971)
With the enactment of the promotion law in 1962 tovernment in 1964 selected

its ‘Export-First Principles’ and focused on an estgpromoting industrialization strategy
in place of its import-substitution industrializati strategy. Placing the first priority on
building an export promotion strategy (EPS), thev€@oment envisaged that industrial
promotion strategy (IPS) and science and techngboggnotion strategy (STPS) would be
coherent with EPS. In 1960s, EPS was directedtabksh a base of export industries, to
expand financial supportive measures for exporterpnses and their industry
development, and to strengthen the exploitationexport markets. Highlighting the
imperatives in establishing science and technoébgidrastructure for industry and export
promotions, the Government in 1962 created thé 8csence and Technology Promotion
5-Year Plan (STPP) along with the first FYP. ThestfiSTPP, like the science and
technology promotion strategy (STPS), emphasizednse and technology being
connected to industrial development. Under its nsaiategic direction, it highlighted law
reform, education and training systems in sciemcktachnology, international technology
cooperation, and the quality of science and teduylto international standards. The
second STPP advocated the necessity of STPS tetaklished as the base for Korea’s
long-term science and technology development aledstd the need to extend science and
technology performance into reinforcing export podion as well as contributing to an
increase in industrial products’ quality. Moreovieiencouraged collaboration with foreign
institutions and attracting them in order to intiod Korea to their advanced science and
technology skills. The industrial promotion stratg¢PS) in the early 1960s focused on
establishing the infrastructure for industrialipati and building import-substitution
industries. In line with the ‘Export-First Princgd’, IPS transformd industrial development
from import-substitution industries to export-prama industries.

113



Table 43 Strategic directions of ESTI PromotionSTEI)

-Applying export liability
-Securing free trade by prohibiting protective &aohd regulating a tariff

rate
Export Promotion Strategy -Modernizing export and import system
(EPS) -Establishing a base of export industry

-Expanding financial supportive measures
-Strengthening to exploit export markets
-Reinforcing trade diplomacy

-Expanding the science and technology-oriented humsources
-Promoting research and development

-Investing in human resources and R & D

-Attracting and managing the foreign sources dérsoé and technology
-Promoting collaborative relationships with foreigstitutions
-Improving the quality of the science and technglmyel

Science and Technology
Promotion Strategy
(STPS)

-Establishing the infrastructure for industrialipat
-Building import-substitution industries
-Developing export-promotion industries

Industry Promotion Strategy
(IPS)

5.5.2 D-KBS: ESTI-I1 (1972-1981)
The ESTI-brand strategy was further reinforced. T@e/ear export plan (EP), as the

first long-term EPS, was published in 1970, ancs@néed strategic directions supporting
capital investment in production facilities on tlmme hand and reinforcing export
competitiveness in terms of better price and higahty in export products, market
expansion, regulation improvement, and managemairovements in enterprises on the
other hand. Two years later, the Government predeits ‘10 Billion Export Plan (10B-
EP)’ in line with upgrading export promotion, whigfas already reinvigorating EPS. The
10B-EP emphasized the building of a national ecaaqulicy for export competitiveness,
expanding and reinforcing export industries, inrmrain technology, expanding export
markets, improving export regulations and lawsating and maintaining special accounts
for export promotion, promoting general trading gamies, and establishing an “umbrella”
exporting company for all SMEs. The third STPP f&®ul on improving industrial
technology through the new technology by exploitthg nation’s skills and reinforcing
international competitiveness. The fourth STPP Igbked innovation in technology,
corresponding to the active developments in ingusithnology, the efficient introduction
of advanced technology, the promotion of fundamesti@nce, the development of atomic
energy, the promotion of information and systendustries, and the improvement in
industrial efficiency. IPS advanced the modernaatof industrial structures, which was
envisaged concretely by passing the promotion Evasdeveloping medium and long-term
promotion plans for the heavy and chemical indestr{HCIs). ldentifying strategic
industries which focused on HCls, the Governmeridial to position HCls as national
brands representing high quality and the supeduaiatage of Korean industries in export
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markets. The President, through his New Year addnes1973, announced strategic
directions for building HCIs. Technology-based HCHlong with securing human
resources and skills in science and technologye weinly highlighted.

Table 44 Strategic directions of ESTI PromotionSTEll)

-Managing fiscal, monetary and exchange rate pati@rganic manner
-Expanding export industry & products
-Diversifying export markets
Export Promotion Strategy| -Improving export supporting system

(EPS) -Creating and maintaining special accounts for expmmotion
-Promoting general trading company
-Establishing an exporting company taking full geof SMEs
-Improving the rate of export net earning and tredpct quality

-Establishing and improving infrastructure of scemand technology
-Promoting industrial technology for HCIs

-Expanding quality improvement in human resourcesR&D
-Promoting knowledge-intensive industry and tecbgglinnovation

Science and Technology
Promotion Strategy
(STPS)

-Reinforcing international competitiveness of extpodustry
-Promoting HCls as strategic export industriesriradempt to practice
Industry Promotion Strategy economics of scale

(IPS) -Securing engineers and skilled workers
-Promoting the technological aspects of the HCls
-Selecting the optimal location for the purpos@moting HCIs

5.5.3 D-KBS: ESTI-I11 (1982-1997)
Responding to the shift in market environment ir8A9 EPS comprehensively

approached not only the trading of products bui blslding diplomatic relationships with

other trading nations. In line with trends of liakzation and internationalization, EPS
entailed diversifying export markets into segmeatgtbuilding diplomatic relationships

with segmented markets, enlarging import liberaiorg dealing with import restrictions,

and reforming trade regulations and law. Respondighe shift in the international

environment, the fifth STPP (1984-1986) clarifiéhtt STPS was established in line with
EPS and IPS, and especially emphasized setting ngtianal science & technology-led

policy. Moreover, in order to establish a “Scieran@ Technology Korea,” it advanced
innovating industry technology and SMEs’ sciencd &thnology capabilities. Through

the ‘Science and Technology Development Long-Telan For 2000s’ and the sixth STPP,
the STPS firmly established a strong will to braadTechnology-advanced Korea.’

Building on the development of HCIs in 1970s, tR&1in 1980s emphasized upgrading
HCIs by restructuring enterprises and industrieBSEand IPS focused on exporting
‘whole-industries based on HCls'.
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Table 45 Strategic directions of ESTI Promotiond980s (ESTI-III)

-Diversifying with Segmented Markets
. -Comprehensively Programming to Import Restriction
Export Promotion - . . . . .
-Building trade diplomatic relationships with segrerl markets
Strategy (EPS) L . .
-Accelerating import liberalization
-Improving trading regulations and laws as intdoretl standard
-Assembling national technology capability for puctive R&D
-Accomplishing the original and vital technology
The 8" STPS: | -Intensively developing the primary strategic-tenlogy and
(1984-1986) | challenging to develop an advanced technology
-Expanding investment in science and technology
-Promoting highly educated human resources
-Improving and reinforcing science and technologifqy with
. ‘Science and P ) g g ahay
Science and consistency
Technology .
Technology -Improving technology development support system
. Development o . .
Promotion -Establishing infrastructure in science and tecbgyl
Long-Term . .
Strategy (STPS) -Promoting and securing human resources
Plan for 2000s’ . . .
-Strengthening quality of education
(1987-2001) L s
-Maximizing the application of human resources
-Expanding expenditure on human resources and R&D
The 8" STPS | -Harmonizing the development both a core strategibnology
(1987-1991) | and general industrial-technology
-Promoting both original technology development addanced
technology transfer
Industry -Upgrading HCls for competitive advantage in thekats
Promotion -Restructuring HCIs and enterprises
Strategy (IPS) | -Localizing machinery, components and industriaterials

Taking over the strategic directions of 1980s, E#®3990s put special attention on
expanding export structures with high value-addeddpcts and reinforcing overseas
marketing infrastructure. The New Economy FYP adved the reinforcing of independent
science and technology skills through technologywation and enlarging science and
technology investment, leading to the establishmeihntan enterprise-led technology
innovation system and the reinforcement of a madaetechnology development system.
Maintaining the basic strategic notion for HCls,e tiisovernment concentrated on
establishing the public and private collaboratiwestam for industrial development,
reinforcing international cooperation in industmvelopment, and supporting enterprises’
international strategies.
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Table 46 Strategic directions of ESTI Promotiond990s (ESTI-III)

-Expanding export structure with high value-addeatipcts
Export Promotion Strategy| -Expanding overseas marketing infrastructure

(EPS) -Innovating trading regulations
-Expanding trading support system

-Reinforcing independent ST skills through techgglonnovation
-Expanding ST investment

-Establishing an enterprise-led technology inn@raystem
-Reinforcing a market-led technology developmetesy

Science and Technology
Promotion Strategy
(STPS)

-Establishing ‘industry development system basedadiaboration of the
Government and enterprises’

-Reinforcing international cooperation as to industevelopment
-Supporting enterprises’ international strategies

-Innovating operation of industrial policy

Industry Promotion Strategy
(IPS)

5.6 OPERATING A KOREA-BRAND STRATEGY (O-KBS)

The ESTI-brand strategy, i.e. the Korea-brand exgsathat integrates EPS, STPS and
IPS, was operated along with government policied #rticulate and guide the ways of
export promotion, science and technology promoéind industry promotion. ESTI-brand
promotions (ESTI-P), founded on policy measuregevaeployed by restructuring export
markets, industries and technology-specific ressirc

5.6.1 O-KBS: ESTI-I (1962-1971)
ESTI-brand promotions during the first and secoiVdPs$; i.e. ESTI-P (I) (Table 47),

began with organizing an export promotion agenay @ioviding supportive incentives for
export promotion, developing export products andastructure for industry promotion,
and expanding human resources and advanced teglgnfdo science and technology
promotion. Sharing the imperatives to establistexmort promotion organization that can
assume full charge of export promotion, the Govemninin April 1962 organized KOTRA
(then the Korea Trade Promotion Corporation) asi@siggovernment agency under aegis
of the Ministry of Commerce and Industry. In 196prea recorded only 69 export
products, which were sold to only 33 nations. Maggport products included those from
labor-intensive industries such as wigs, artifi@gélashes, textiles, and plywood. Opening
overseas offices in New York, Hong Kong, Los Angelnd Bangkok in 1962 and
dispatching market researchers, KOTRA collectedketamformation such as export
promotion policies or legislation in strategic metksuch as USA, Europe and South East
Asia. Collected information was provided to the &mment and export enterprises, which
was reflected in identifying and developing exgamdaducts that can deliver brand value to
export markets. To facilitate business sales batvea@ort enterprises and foreign buyers,
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KOTRA created an exploitation team and invited iigmebuyers to visit Korea. Through
exhibitions and Expo, the Korean image of produgis communicated to export markets.

Export promotion over this period was intensifidatough industry promotion.
Infrastructure expansion was primarily considered be a basic attribute of ESTI
promotion, and the Government allocated a big poridf government expenditure
During the first and second FYPs, three hydrodlecnd three thermal power stations
were constructed to supply enough energy. Fouressphighways were completed in the
second FYP. Ulsan and Pohang ports were develapedlaw exports from the Ulsan
chemical industrial complex and the Pohang steeipamy, and Incheon port was later
added. Selecting thirteen export products that wereidered to offer brand value to the
market, the Government empowered domestic entegrie involve themselves in
producing selected industries and created massnandial incentives for their export
activities.

Export and industry promotion were reinforced bysce and technology promotion.
In addition to providing financial incentives, t@®vernment concentrated on building the
export capabilities of enterprises. To establistergmises’ export capabilities, in particular,
the Government's Ministry of Foreign Affairs anda@le actively joined international
organizations and built relationships with otheruminies for attracting science and
technology resources. Through the agreement fonaum@ cooperation with Japan in
1965, the Government attracted Japanese investiiredtorea and supported domestic
enterprises in adopting advanced technology. Cotmtigawith foreign enterprises through
technical agreements or joint ventures, domestierpnses actively built up their own
technological capabilities. Recognizing the nedgssi building a research institute that
can help enterprises to be technologically advariceihdustry promotion, the President
and Government initiated to attract Korean scigmtiworking abroad. KIST (Korea
Institute of Science and Technology) for R&D adtes was finally created in 1966
through the full of wit and hard work of Presid&ark.

Particularly managing the ‘Export Promotion ExpansMeeting’ since 1965, the
President met government ministers, representafre@s exporting companies, financial
institutions, shipping companies, and labor unieaders on a monthly basis. In the
meetings, they discussed export problems, reviexedrt trends by item and country, and
included the planning of new products. With any ptamts noted, the President resolved
them quickly. Because the President had a thorénglwledge of related issues, both the

12 The share of public sector of gross domestic imuest records 38.1%, while the average annual groatthof gross
domestic investment to GDP is 19.9%, and the shfae&penditure for transportation and communicatfoaconomic
services increases to 36.5% in 1971 from 21.499621

n 1961 and 1962, Matsushita and Sanyo have relateduild two transistor radio plants. Toshiba hsat up
operations for the assembly of semiconductors, wwoes electronics products, cassette recorder {@Rss), and CRT
parts. NEC and Matsushita formed joint ventureseahiical agreements with Goldstar Electric, Samshiegtron
Devices, or Anam in Korea during 1960s and 1970sdl, 1992:49-50).
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representatives and the ministers had to complg@tegare in advance for the meetings.
The ESTI-brand was actively promoted by both thenal leader and government.

Table 47 ESTI Promotions during the First and SddéYiPs: ESTI-P (l)

-Establishing ‘Export Promotion Committee’ (1962)
:Expanding to ‘Export Promotion Expansion Monthle&fing’ (1965)
:Allocating export liability
-Establishing export promotion organization (KOTRA
-Identifying and Developing export products
:Collecting overseas/domestic market information
:Establishing advisory board, ‘Product Research Qittae’ (1962)
:Counseling domestic enterprises
:Counseling product design and packaging
:Opening ‘Export School’ (1965)
:Establishing ‘Export Information Center’ (1970)
:Developing ‘Export Product Bureau’ (1970)
-Exploiting export market
:Opening overseas offices (1962~)
:Opening ‘Vietnam Export Promotion Center’ (1965)
:Attracting foreign buyers
:Dispatching exploiting team

Export -Delivering Korea and product images
Promotion | :Opening domestic exhibition center (1962)
:Opening ‘Export Center’ (1964)
:Publishing export product catalogues & brochures
:Producing visual and audio PR images
:Holding the First Korea Trade Expo (1968)
:Participating World exhibition and Expo (1964~)
-Building trade relations
:Facilitating international meeting
:Mediating foreign investment for domestic entespri
:Mediating bonded processing export
Providing supportive incentives
:Adjusting export duties
:Reinforcing financing/ taxation support
Establishing public and private institutions
:Korea Exchange Bank (1967)
:Korea Export Promotion Corporation (1969)
:Korea Export Packaging Center (1969)
:Korea Design and Packaging Center (1970)

-Collaborating with foreign science and technology
ST :Joint ventures or technical agreements: Japan, USA

Promotion | -Establishing resources and skills

:KIST (Korea Institute of Science and Technology)
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-Establishing the base of export industry

:Allocating government expenditure

:Developing import-substituting industry

:Developing social infrastructure

:Expanding manufacturing industry

-Empowering enterprises

:Reducing business income taxes and corporate kax8&8 percent for export incomes
:Introducing tariff exemptions for materials impadtto make products for export
:Providing financial support through low interesahs

:Establishing a firm under the Korea Foreign Tradeociation to help small exporters
:Awarding medals and prizes to people contributmgxports

Industry
Promotion

5.6.2 O-KBS: ESTI-I1 (1972-1981)
ESTI-brand promotions during 1970s, i.e. ESTI-B, ((Table 48) were aggregated

into operating the HCIs promotion strategy. The &awment selected six strategic
industries, mainly iron & steel, petrochemicalgpbhilding, electronics, nonferrous metals
and machinery, for a concerted effort. Pohang SBeghpany (POSCO), established in
1968, in 1981 started to supply the increasing dim@&emand for crude iron and steel
production. The petrochemical complexes in Wulsawl &ochon were built. Kumi
Electronic Industry Complex was completed in 1978. reinforce the international
competitiveness of the exporting industries, thevésoment strategically promoted HCls
by selecting export products from the machinergctebnics and shipbuilding sectors for
their comparative advantage and by expanding irorst&el, nonferrous metals, and
petrochemicals sectors in optimal level in line hwvdllied industries. To increase the
international competitiveness of enterprises, tlhevegBhment encouraged enterprises to
attract advanced technology and skills from forexguintries, to increase investment for
research and development, to improve their managemsgstems in a scientific and
rationalized manner, and to improve productivityels. In line with promoting HCls and
enterprises’ competitiveness, national funds weeated and supportive incentives, such
as subsidies, tax reductions, exemptions and ptieys, were provided. To improve the
quality of export products, foreign product designeere invited for design consultations.
Free trade areas were constructed in Masan anddlecommunication facilities were
expanded.

Science and technology promotion within ESTI-P \{i§s prominently emphasized to
drive HCIs’ promotion, and aimed to supply speeedi human resources to HCIs. Five
strategic industrial research institutes in theldfe of shipbuilding, machinery,
petrochemicals, electronics, and marine sciencee westablished to support the
technological capabilities. To secure engineers sghilled workers efficiently, the
Government categorizes scientific engineers, fialdrkers and technicians. Higher
educational institutions (i.e. the Korea Advancedtitute of Science and Technology)
were established to cultivate high-level human ueses and reinforce research networks
among the Government, University, and enterpri3é® high-level vocational training
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institutes were reduced into two-year colleges, #wedentrance qualification for four-year
university courses was adjusted to improve thdsskil engineers and technicians in the
heavy industries. To expand advanced technologgidgio professionals were hired as
researchers or professors to meet the need for R&D to better educate the next
generation.

KOTRA during ESTI-P (Il) proactively exploited nemarkets for HCIs, mediated
trade deals between export enterprises and folgigers, and communicated to foreign
markets through various specialized channels. Bsstbnsulting services and delegating
sales representatives in 1960s, for instance, speeial connecting services and touring
groups in 1970s were organized. In terms of pramgogxport products as well as the
Korea Image, KOTRA broadly expanded its communicatctivities and targeted market
segmentation in line with strategic priorities. bitions were reinforced through 1970s
and PR agents in local area were adopted in omlendrease market knowledge. To
enhance credible relationships and communicatiorongmthe Government, export
enterprises, foreign buyers and consumers, KOTRAety collaborated with the overseas
offices and the Korean embassies. Since the midtll2970s, corresponding to trade
liberalization, KOTRA concentrated on building ceogtive relationships with trade
markets and developed a technology and human egehprogramme with external
stakeholders. Introducing a ‘general trading compday law (1975), the Government
provided for enterprises to exploit export markeigh their own capacity, but offered
supportive incentives.

Table 48 ESTI Promotions during the Third and Ro&YPs: ESTI-P (Il)

-Improving export supporting system

:Creating and maintaining special accounts for expmotion
:Establishing general trading company

-ldentifying and Developing export products

:Counseling product design & packaging

:Promoting plant export

-Expanding export products

:Diversifying & qualifying light industry products

:Selecting export products (e.g. machinery, el@ity shipbuilding) from HCIs based on
comparable advantage

-Exploiting export market

:Establishing ‘Special Market Bureau’ (1975)

:Establishing ‘Special Trade Service’ (1975)

:Opening ‘Special Trade Bureau’ for Eastern Mafi&x78)
:Expanding overseas offices

-Diversifying export markets

‘Reducing USA market (30%%28%)

:Maintaining Japan market (26%)

:Expanding EC (17%>20%) & Middle East (699 11%)

Export
Promotion
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(Con't) -Delivering Korea & product images

:Organizing salesmen board

:Expanding domestic exhibitions

:Publishing export product catalogues & brochures
:Producing visual and audio PR images

‘Holding Korea Trade Expo; participating in worbhébitions & expos
-Building trade relations

:Facilitating international meetings

:Contracting memorandum of understanding (MOU)
:Exchanging human resources and skills

:Hosting symposium for industry cooperation
:Mediating foreign investment for domestic entespri

-Developing industry technology in proactive manner
:Researching and developing industry technologeligment by KIST
:Establishing specialized research institutes (€AgST)

:Encouraging R&D by private institutions

:Encouraging technology development by privateitunsbns
:Promoting technology service for plant export

-Collaborating with foreign advanced technology

:Establishing ‘technology inducement center’ in KIS

:Inviting foreign professionals for education arnairting

Promotion

-Reinforcing international competitiveness of expodustry

:Prioritizing on comparable advantage sources (eaghinery, electronics, shipbuilding)
in modernizing HCls

:Strategically selecting iron &steel, nonferrougtate and petrochemicals in optimal
Industry level in line with allied industries

Promotion | -Expanding international competitiveness of enisgsr

:Inducing advanced technology and skills

:Investing in R&D

:Rationalizing management system

:Increasing productivity level

5.6.3 O-KBS: ESTI-I11 (1982-1997)
ESTI-brand promotions during the 1980s and 199@s,ESTI-P (lll), (Table 49)

concentrated on leaping to a ‘Science and Techyaldganced Korea.’

Table 49 ESTI Promotions during the Fifth througbwNEconomy FYPs: ESTI-P (ll1)

-Diversifying with Segmented Markets

:Main surplus-causing market; Main deficit-causimgrket; Developing market;
Special market

-Building trade diplomatic relationships with segrerl markets

-Expanding export structure with high value-addeatipcts

-Reinforcing overseas marketing infrastructure

:Expanding overseas exhibitions

:Increasing Korea image PR

-Expanding trading support system

Export
Promotion
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-Establishing enterprise-led technology innovasgstem

:Facilitating enterprises’ R&D institutes

:Reinforcing information service function

:Expanding high-educated researchers

:Expanding tax privilege and technology financingsly

‘Relieving regulations

:Expanding national science & technology facilities

:Establishing enterprise-led partnership amongstrgtuuniversity and research
institute

-Reinforcing market-led technology developmentesyst

ST Promotion ‘Reinforcing technology prediction, research plagrand evaluation system
:Facilitating developed new technology to the marke

‘Revising and reinforcing national research ingtgu

:Reinforcing collaborative partnerships with teclogy-advanced countries
-Expanding national R&D projects

:Expanding investment for R&D

:Reinforcing industry technology development prégec

:Maintaining G7 Project

:Developing a combined technology, atomic energyasrospace technology
:Expanding fundamental science supporting systemruafessionals
:Planning technology-combined public systems

-Promoting industry restructuring

:Restructuring and upgrading HCls

:Developing high-tech and knowledge-based industry
:Developing factory automation

-Localizing machinery, components and industrialarials
-Restructuring enterprises and supporting thearivdtional strategy

Industry Promotion

The ‘Science and Technology Promotion ExpansiontiMge(STPEM) in 1982 was
organized under the supervision of the Presidesttidipating with the Ministers of the
Government, politicians, enterprises, academic @search professionals, the meetings
looked at technology trends, innovation promotiastrategic promotion for vital
technology, and technology support for SMEs. Thehfielogy Promotion Committee was
established in 1984 to support and review the STPEMpecial cultivating system for
human resources was operated in the Science Higbo§ahe Science and Technology
University, and in KAIST (Korea Advanced Instituté Science and Technology). The
Pohang University of Science and Technology waabéished in 1986. Through the 1990s,
science and technology promotions were operatetbdos on enterprise and market-
oriented tasks. Enterprises were invigorated tolif@® and innovate their R&D
programmes and expand the number of highly-educatsshrchers. Moreover, enterprise-
led partnerships through close relationships amomystry, university and research
institute were encouraged, which helped to increamseket entry. The Government
expanded tax privileges and technology financingpsy and cut down on regulations.
Furthermore, by expanding national R&D projectxsas the G7 project) or investing in
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the development of the future technology, sciennd &chnology promotions were

proactively operated. In particular, offering siggant attention to developing high value-

added industries with science & technology-drivitie Government enlarged the amount
of investment in R&D. Moreover, to maintain compe&ness in the markets, enterprises
increased tremendously R & D investment (Table 50).

Table 50 Trends of Korea's research and developmeastment (Unit: 200million won)

Total R&D Government . . . R&D
investment and public _Enterprlses Goveornment Enteorprlses GDP (B) investment
A) investments investments (%) (%) per GDP
(A/B)

1981 3,688 2,036 1,652 - - 387,749 0.56

1982 5,331 2,643 2,681 50 50 521,823 1.02
1983 6,822 2,312 4,510 34 66 617,223 1.11
1984 9,072 2,515 6,558 28 72 700,839 1.29
1985 12,371 3,068 9,303 25 75 780,884 1.58
1986 16,069 3,743 12,326 23 77 929,093 1.73
1987 19,852 4,902 14,950 25 75 1,097,265 1.81
1988 24,542 5,229 19,312 21 79 1,331,342 1.84
1989 28,173 5,750 22,422 20 80 1,491,647 1.89
1990 33,499 6,510 26,989 19 81 1,787,968 1.87
1991 41,584 8,085 33,500 19 81 2,165,109 1.92
1992 49,890 8,569 41,321 17 83 2,456,996 2.03
1993 61,530 10,266 51,264 17 83 2,774,965 2.22
1994 78,947 18,802 60,145 24 76 3,234,071 2.44
1995 94,406 22,891 71,515 24 76 3,988,377 2.37
1996 108,781 28,506 80,274 26 74 4,485,964 2.42
1997 121,858 33,448 88,410 27 73 4,911,348 2.48

(Source: Presidential Advisory Council on Scienc&&hnology, 2006: 22)

ESTI-brand promotion over the 1980s was directegimsuing national economic
stabilization, which particularly influenced induat promotion. The rationalization
programme was devised in terms of reorganizing apdrading HCIs sectors and
enterprises capabilities, enforcing mergers andiatmpns for specialization in ‘promising
industries’ that needed to increase R & D or ligtiohs in ‘declining industries’ that
needed to close. In the early 1980s, reorganizmygugpgrading enterprise capabilities, the
Government imposed limits on capacity expansiotheflarge conglomerates (chaebols)
who invested in their group families, and forcestmecturing of their businesses around the
core sectors. While restricting the chaebols’ matieg through strict policy measures, the
Government focused on promoting small and mediuterpnses (SMEs) and expanded
financial incentives and venture support for themerms that they could more efficiently
respond to market needs and increase the natiothasdtrial base. Along with restructuring
the enterprise system, the Government selecteduptiod facilities, the automobile and
machinery sectors in order to reorganize HCls tonpetitive advantage in their markets.
In the middle of this period, the shipping, ovesseanstruction, and fertiliser industries
were merged and integrated. Electronics and autdesolwith an emphasis on the
development of components were categorized as primat industries. Industrial
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materials, such as steel and chemicals, were gdoape managed as systematic and high
value-added industries. Light industries such aslés and shoes became engaged more in
fashionable and high-value oriented products. Deprgmotion, in line with creating high
value-added industries, was not actively deployduloughout the 1980s, it was limited to
provide just design information to enterprises. &jopting GD (Good Design) mark
certification in selecting well-designed productsl®85, design promotion was reinforced
and helped to upgrade competitiveness in expodymts.

ESTI-brand promotion was proactively reinforced otlgh export promotion
corresponding to the change in the market enviromtmkKOTRA intensified market
research into segmented markets and held explgnsésisions sharing the information.
Furthermore, it solidified its supportive role fime Government to reorganize trade policy
toward international organizations. In 1981, HCpomotion group was established
together with overseas offices to report back wtarket information on a daily basis.
Since 1983, market research for export productSMEs was intensified. Exploiting
export markets for HCIs and SMEs was encouraged exetuted. Domestic and
international Expos were expanded. Exhibitions gpecial markets were implemented.
Projecting “Korean Products Toward World Class¢ Bromotion Committee collaborated
with the Ministry of Trade and Industry and pubtiganizations was established in 1986
and proactively initiated overseas PR, marketind design supports for World Class
Products. The “Made in Korea Fair'87” as the biggegerseas PR event was opened in
INTEX, Osaka. The U.S. Products Show in 1987 wascebted in cooperation with the
Government and enterprises from both Korea and UB®oughout the 1980s and the
1990s, export markets became diversified and segadry four types, i.e. main surplus-
causing market (USA, EC, Canada), main deficit-teguianarket (Japan, Australia),
developing market (Southeast Asia, Middle East,cafr Central South America), and
special market (Eastern Europe, China). Market aatgilon was solidified for special
markets such as Eastern Europe and the Soviet UBwerseas networks were expanded
to eighty-one including Praha, East Berlin, Beijinrgochimin and Bucharest and were
reinforced as PR centers for the Korea Image. Abtivesponding to the trade conflicts in
industrialized markets, a private trade squad andegonal economic cooperative
committee were established. The Ministry of Commaeand Industry changed its name to
the Ministry of Trade and Industry. Diplomatic rmabeships with USA and the EC were
strengthened through import liberalization, direstestment and industrial technological
cooperation. The Government emphasized a tradeypiblat represented the Korea Image
as taking the initiative and responsibility for ti@ernational trade environment and
positioning it as playing a major role.
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5.7 SUSTENANCE OF COMPETITIVENESS OF KOREA

5.7.1 National Development Goal
Economic and Social Devel opment

Since the 1960s, Korea has set the national vididmilding an “Industrialized Korea
on the basis of Jarip-Gyongje” and accomplishirgyifpGyongje based on economic and
social development by the early 1980s.” Coming apl®80s, the national vision was
maintained by establishing and sustaining “Jaripggang as a self-sustaining economic
and social development based on stability, autonampgnness, and creativity.” In line
with national visions, successive governments hakgeted national economic and social
development goals, which have been reflected ireaement of macroeconomic outcomes
(Table 51). During the first FYP (1962-1966), Kora@ained annual national economic
growth in GNP of 8 percent, which exceeded theetarghroughout the FYPs (except the
4" FYP which was devoted to restructuring industréesl enterprises), national total
productivity growth has been increased from 7 pdrde 9 per cent. Along with GNP
growth, unemployment rates have been recordedvarloates than those estimated. In
1996, Korea has joined the 10 Thousand-Dollar GBPcapita group and been accepted
as a member of the OECD (MOFE & KDI School, 2008)23

Table 51 Korea economic and social developmentd494990s

New
1 FYP | 2@ FYP | 39 FYP | 4" FYP 5" FYP | 6" FYP | Economy
(1962-66) | (1967-71)| (1972-76)| (1977-81)| (1982-86) | (1987-91) FYP
(1993-97)
Average GNP
grovvthgrate (%) 8.3 10.5 11.0 6.2 8.7 9.4 7.5
(targed (7.1 (7.0) (8.6) (9.2) (7.6) (7.3) (6.9)
Unemployment 7.6 5.0 4.1 4.1 4.0 3.6 24
(%) (targed (8.5 (6.1 (4.2) (4.0 (4.2) (3.7 )
Notel: Growth rate is the average GDP growth dutfireggiven periods.
Note2: (targe indicates expected target growth rate per FYP ciisady.

(Source: MOFE and KDI, 2005; Kang, 2000; KOTRA, 299

Human Development Value

Korea has made every effort to sustain its competiess in terms of improving the
standard of living for its people. In particularptéa’s national strategy along with th& 5
FYP has focused on both social and economic denedaps. According to the Human
Development Index 2005 from the United Nations Demeent Programme (Fig. 21),
Koreans have progressively achieved longer andtealives, knowledge, and a decent
standard of living. Compared to the human develognwalues of USA in 1970s and
1980s, Korea’s human development value remaineal raatively low level. However,
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Korea since the 1990s has been growing to an addaevel and in 2003 approached to
the level of well-being in USA.

Fig. 21 Human development value: Korea (1975-2003)
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—l—USA 0,867 0,887 0,901 0,916 0,929 0,938 0,944
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(Source: Human Development Repoii] RP005)

5.7.2 Project-based Goal Achievement
Export Competitiveness

Korea throughout the decades has been settingnatamd goals based on ESTI that
have targeted ‘Export-led Korea’ along with builgitHCls and ‘Science and Technology-
advanced Industrialized Korea.” Along with ESTIHHhbdagoals, Korea has achieved greater
export competitiveness. According to the Ministdy @ommerce, Industry and Energy
(MOCIE), Korean exports’ share of GDP growth was.134er cent in 1970 and
extraordinarily reached more than 110 per cenDdB3XTable 52). Recollecting the export
goal that had set an average amount of US$140mitliaring the first FYP, over four
decades, Korea's export amounts have been growiage rthan eight thousand-fold,
outpacing the national economic growth rate, whielve both grown consistently faster
than those of the OECD as a whole (MOFE & KDI S¢h2806:237).

Table 52 Korea’'s exports and its contribution toremmic growth

Exports Exports’ Contribution to GDP Growth Exports’ share in GDP
(US$M) Economic Growth (A, % (B, %) Growth (A/B, %)
1970 835 3.0 8.8 34.1
1980 17,505 15 -2.7 -
1990 65,016 0.9 9.5 9.5
2000 172,268 2.4 8.5 28.2
2003 193,817 3.4 3.1 111.2

(Source: MOFE and KDI School, 2006; The Ministry@Gdmmerce, Industry and Energy (MOCIE))
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Export competitiveness, along with the growth irp@t volumes, has been built
through the profound advancement in export indesstand their products. Korea in 1961
relied on an estimated 40 per cent in primary itrgusuch as agricultural and fisheries and
13 per cent in secondary industries, i.e. manufexgubased on light industrial products.
Transforming the export industries based on prinmaalystry in 1960s into manufacturing
industry and particularly focusing on developingl aestructuring HClIs through the 1970s,
Korea has secured its strong position with expeoddpcts on the basis of heavy and
chemical industries in export markets. Moreovemtlghout the 1980s and 1990s, science
and technology-led industries were expanded, whahresulted in reinforcing the export
competitiveness that has repositioned Korea as/¢mg competitive nation in HCIs and
high-tech industries. Korea’s export structure BP@ has shared a tremendous amount of
80 per cent in HCIs, while the share with primargducts has declined to below 3 per
cent. By 2004, Korea had accomplished leading jposit particularly becoming the largest
shipbuilding nation in the world, thé®3argest manufacturer of DRAM chips, and tffe 5
largest producer and exporter of automobiles agel.st

Table 53 Export product structure by major induggups in Korea (%)

Year Primary Heav_y Light In_dustry _
Products & Chemicals Total Textiles | Non-textiles
1964 454 9.2 454 27.7 17.7
1970 17.5 12.8 69.6 39.3 30.3
1980 11.7 41.8 46.4 29.1 17.6
1990 4.9 56.6 38.5 22.7 15.8
2000 2.8 81.0 16.2 10.9 5.3

(Source: MOFE and KDI School, 2005:141)

5.7.3 Nation Brand Equity
Product Attribute-based Equity

Competitive positions based on attractive prodyaasticularly from HCIs and high-
tech industries, have been solidified along withedsification of export markets. Korea in
1962 had limited export markets in 33 nations. Ekpoarkets in 1971 included 108
nations, which had extended into new markets ssckastern Europe as well as other
Western markets. Meanwhile, Korea had reinforcedpisition in USA, Japan and EU
markets. Although those Western markets had beposimng trade restrictions in order to
protect their domestic markets and expand theiroggp Korea maintained export
competitiveness in the export markets. In particulae USA and Japan continued to be
Korea’s largest export markets, growing from 60 gent to 70 per cent since the 1960s.
According to a 2002 report from KOTRA, export mdekevere then maintained and
diversified over the Chinese territory (24.4 %),rthoAmerica (21.8%), Asia and Oceania
(15.9%), the EU (15.5%), Japan (9.3%), Middle Eamt Africa (6.2%), Central and South
America (5.8%), and the CIS (1.1%). With respecptionary export products and export
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markets (Table 54), Korea exported 65 per centsoproducts by volume to ten export
markets (USA, China, Japan, Hong Kong, Taiwan, GegnSingapore, UK, Malaysia and
Indonesia). In particular, thirteen produdétsategorized as a main export product group
accounted for over 75 per cent (on the basis of/¢lae 2001) of total exports from Korea.
Those export products occupied 63 per cent in tmdge ten markets. The largest export
volume was in the USA market, followed by China addpan. In particular,
semiconductors (91.2%), computers (77.7%), petroateds (72.0%) and plastics (70.6%)

were attractive in these primary markets.

Table 54 Primary export markets and thirteen prtlunarket shares (Year: 2001)

Primary Amount Thirteen Export amount | Total export marke
export markets (US$1,000) export products (US$1,000) share (%)
USA 31,210,795 Automobile 7,176,617 53.9
China 18,190,190 IT 6,438,426 65.3
Japan 16,505,766 Tires 492,480 38.1
Hong Kong 9,451,678 Computers 8,867,085 78.9
Taiwan 5,835,269 Auto parts 1,086,734 48.9
Germany 4,321,766 Machinery 4,412,008 61.3
Singapore 4,079,605 Electronic home 5,307,747 54.8
appliances
UK 3,489,988 Semiconductors 12,779,028 89.6
Malaysia 2,628,036 Plastics 1,402,456 70.1
Indonesia 3,279,783 petrochemicalg 6,055,731 72.1
Subtotal 98,992,876 Textiles 9,561,463 59.8
Total 150,439,144 Iron & Steel 5,041,727 72.8
Shipbuilding 2,150,832 21.7
Subtotal 70,772,334 63.0

(Source: KOTRA, 2002; KOTIS)

Korea Brand Perception

In the survey® that evaluates foreign audiences’ perceptions ofe¥'s brand
positions in the relevant markets, ‘Korea’ in geewas positioned at the level of
advanced countries: between less-developed andheelvacountries. With respect to the
brand knowledge, 63 per cent of respondents rezedriKorea’ and 93 per cent of them
have positively expressed the Korean Image. Ingeosfbrand associations, over 70 per
cent of audiences had experienced Korean produuts 40 per cent of them have
purchased electronic appliances, followed by autmle® and communication products

14Korean Government has categorized export produuntisreferred to primary export products as thirtpeoducts
founded on HCls and high-tech industries, i.e. Aubite, Auto parts, Computers, Electric home appksndachinery,
Iron & Steel, Petrochamicals, Plastics, Semicommis¢tShipbuilding, Textiles, Tires, IT).

5 The survey has been done on May 10-15, 2002 thr&d@hRA’'s 98 overseas networks in 79 countries. Ol@r
thousand foreign audiences have responded.
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(Fig. 22). In particular, they were more interesitedhe quality of Korean products rather
than the low price relative to products from otbeuntries (KOTRA, 2002).

Fig. 22 Korean products purchased by global marfdnst: %)
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(Source: KOTRA, 2002)

5.8 CONCLUSIONS

Korea-branding mechanisms based on a nation-brastens, i.e. ESTI, have
encompassed branding actors and activities tha¢ baen aligned with Korea’s national
strategic direction, and have considerably infleehthe sustainable competitiveness of
Korea.

During the period of ESTI-I (1962-1970), Korea hiang took place within a national
vision and development strategy. In particular, Bresident and Government took the
initiative and showed entrepreneurship in crealsJ I-brand vision through to operation
of the ESTI-brand strategy. Analyzing the natiocidis at that time and the competitive
advantage offered by a diligent and motivated peoghie President and Government
created a national vision of building “Industri@iz Korea on the basis of ‘Jarip-Gyongje’
with a self-reliant and independent industrial emog” and of accomplishing ‘Jarip-
Gyongje’ by the early 1980s. To accomplish the amati vision, the Korea-brand vision
(KBV) was created as building “Industrialized Koreased on Export first Principle.” In
line with KBV, the Korea-brand goal (KBG) was st by the Economic Planning Board
(EPB). Analyzing branding resources such as inglustience & technology development
and export products on the one hand and brandivigogment such as an export market,
the world economy and international trade volume tba other hand, the EPB in
collaboration with other government ministries teglathe branding objective of building
‘Export Korea.” The ESTI-brand strategy for devetmpand promoting export, science and
technology and industry development has been eladubr It was operated along with

130



government policies that supported the restruagurai export markets, science &
technology, and industry-specific resources. KOTi#yed a major role in identifying and
developing brand attraction in export products aetivering these to primary export
markets, collaborating with Korean embassies foaeting foreign advanced science and
technology, and distributing the developed skdl®ther countries.

In the 1970s, Korea was confronted with threatgstmational security. Declaring a
wish to accomplish ‘Jarip-Gyongje,” however, theestdent and Government created a
brand vision of building ‘Heavy and Chemical Indiadization’ along with the ‘Export
first Principle.” Analyzing international trade #iisi trade relations with USA and Japan,
market competition with the Newly Industrialized @dries (NICs), attractive export
products and national industry condition, the Goweznt set both the brand goal and the
brand vision. In line with FYPs, the ESTI-brandastigy was elaborated as reinforcing
advanced industrial development based on HCls,loewg export clusters, improving the
trading balance and innovating science and teclyyolbo promote ESTI, the Government
gave policy priority to improving the export supp@ystem, creating and maintaining
special accounts for financial support and esthinigsa general trading company in order
to facilitate enterprises’ export activities. Alongth export promotion, moreover, the
Government reinforced the international competitegs of enterprises and export
industries by prioritizing to achieve comparativdvantage sources (e.g. machinery,
electronics, shipbuilding) in HCIs and by strated)ic selecting iron & steel, nonferrous
metals, and petrochemicals with allied industrigsience and technology promotion was
maintained and, in particular, reinforced for HG@evelopment. Export markets were
expanded and diversified within the EC, Middle Eastd Eastern Europe. Brand
communication tools were expanded. Trade relativese reinforced by exchanging
human resources and skills. During the period of IHE in particular, the President and
Government took the initiative from vision creatitimough to operation of the Korea-
Brand Strategy. KOTRA has expanded its overseasesfin export markets and played a
key role in identifying and developing the branttaattiveness of export products and in
communicating this to export markets. During theriqek although the national
development outcomes were lower than expected téespensive public investment, the
brand goal in terms of HCIs development and exya” accomplished.

Coming to 1980s, Korean Government has identified worldwide technology
revolution and analyzed both internal capabiliiesscience & technology and external
opportunities in emerging markets. The Presidedt @overnment announced the brand
vision of building Korea as an advanced sciencetanldnology country and Nordpolitik.
Maintaining the national vision of sustaining ‘jaBungjang,” the President and
Government during the 1990s announced ‘Segyehwadlobalization). In line with the
objective of developing technology-intensive indiest and technology-led HCIs, the
Ministry of Science and Technology created the thrgoal of accomplishing a ‘Science
and Technology-advanced Korea’' ranking in the waold ten by the year 2000 and of
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positioning it as the world leader in high-techmgyloproducts. Five Year Plans have
stressed intensifying technology innovation, sttbeging enterprise competitiveness,
reinforcing high-tech and knowledge-based indusigrvelopment, reinforcing export
industry structure, diversifying export marketspamding international cooperation and
promoting foreign direct investment of domesticegptises. In 1990s, the Plans placed the
emphasis on growth potentiality based on sciereEhnblogy and creativity, expanding
export markets through enterprises’ initiatives @sdnomic cooperation, and increasing
competitiveness for domestic enterprises. To preni$TI, the Government focused on
building Korea's image as a country taking respaitigi for the international trade
environment, and on positioning Korea as a majayei with the initiative to trade and
cooperate internationally. High value-added prosldcdm high-tech industries and HCls
have been highlighted as suitable export produétsr science and technology
development, enterprise and market-led technolagyovation systems have been
established. Collaborative partnerships with tetdgioally advanced countries have been
reinforced. Export markets have become diversifmad segmented. KOTRA has
maintained its main responsibility for brand commeation. In particular, diplomatic trade
relationships have been strengthened as a resfipaegmented markets.

Korea has achieved successful economic and soeeél@pments in terms of
economic growth and employment improvement. In terof ESTI-goals, Korea has
achieved export competitiveness, accounting foh lgigpwth in export levels and profound
increase in exported products. In particular, dsnpetitive position based on attractive
products — HCIs and high-tech industries — has lbeasolidated along with diversification
of its export markets. Foreign audiences have pardeKorea positively, based on brand
associations with high quality-based products. Al &ws achieving its repositioning as a
competitive nation through attractive products angbod reputation, Korea has improved
the standard of living for its people and increghirbuilt sustainable human development
value.
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CHAPTER 6 BRANDING OF IRELAND

6.1 BACKGROUND

Ireland, located in Western Europe, is in a stiatégcation on major air and sea
routes between North America and northern Europe s

inhabited by above 6 million people. Around 100@-E5C., e L AN ,
the Celts came over to the island. At the timeasfversion to T é’:ﬂiﬁ; "
Christianity by St.Patrick (432 AD), the Celts fagland, . oo | ijl:'
which enabled them to adopt an affluttic culture. o | OO
English is predominantly spoken. But, Irish is dm@stlanguage et |y
which has been officially recognized by the EurapEaion oL w“yw“g“ :
since June 2005. The Gaeltacht is the legally ddfin Lagh =

Irish-speaking areas.

On December 6, 1921, the Irish Free State (192Z)18@s established through the
Irish Free State Agreement signed by British arghIRepublic representatives in London,
and divided Ireland into two entities: the Iriske€rState (covering 80% of the island's land
area) comprising the 26 of Ireland’'s 32 countiesl &orthern Ireland (six counties)
remaining as part of the UK. In the 1930s, Fianad, fhe party of the opponents of the
treaty, was elected into government and introdwcedw Irish constitution in 1937, which
renames the Irish Free State as Ireland (Eire i@li§aln 1949, the Republic of Ireland
Act, which had been enacted in 1948, officially lde=d the name Republic of Ireland as
the official description of the state and markedeiit from the British Commonwealth.

The Irish economy adopted a protectionist apprdadndustrial development in the
immediate post-independence period (1920-1950s)h&gnd of the 1950s, Ireland’s GDP
per head had declined to one of the lowest lewel&urope and emigration reached
unprecedented levels, which inevitably made Irisidustrial policy change from a
protectionist standpoint toward an openness tdgoreade and investment. However, the
Irish economy was confronted with a deep recessiooughout the late 1970s until the
middle of the 1980s.

In the late 1980s, the Irish economy began to impra@and later achieved
unprecedented economic successes. In 1987, a tyik@nna Fail government took office
and the Prime Minister led the Programme for NatidRecovery as the national strategy,
focusing on ‘inward investment’ into Ireland andopting the idea of creating one of
world’s leading financial hubs in Dublin’s Docklanmdrea. Coming to 1990s, Forfas was
established as the national policy and advisoryrdbdar enterprise, trade, science,
technology and innovation, and the coordinaterstate bodies. The State’s legal powers
for FDI, industry, enterprise and knowledge deveiept (FIEK) were vested in Forfas.
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National development strategies were put in placepface development and economic
diplomacy. Ireland’s economic performance has egkat‘Celtic tiger.’

In 1999, Ireland repositioned itself as a European
platform for overseas companief€land, knowledge is
in our naturé has been created to feature the Celtic 2
thumbprint symbolizing ‘The Irish creative, flexébind Ire alld, -

P nawledge
knowledge mind. g }l g

6.2 CASE STUDY DESIGN

Ireland’s image through the middle of 1980s was tiiaa poor country economically.
Concerns about the country’s creditworthiness —tduthe government’s budget deficit —
had spread to international investors. However,iogrmto the 2000s Ireland has achieved
economic success, which gives it a position amamgmna@mically successful countries and
its reputation as a “Celtic Tiger.” To explore hdweland has achieved its reputation and
competitiveness by nation branding, our researdemes empirical evidences throughout
the nation branding events covered from the midfilE980s through the early of 2000s.

Since 1987, Ireland built the National Developm@&mbgrammes (NDPs) as the
national strategies. During the periods of NDPslald created the brand Ireland — a type
of FIEK — based oiDI, Industry, Enterprise and Knowledge development Therefore,
this study emphasizes the brand development proads FIEK-brand system and
explores branding process of how lIreland’'s FIEKAbrasystem has driven a highly
innovative country, and repositioning Ireland as dime of the most qualified places for the
living.

Based on the key concept of nation branding (212.34-45), the period of NDPs is
suitable to investigate the context of a stratégibetween a nation brand and a national
strategy. These are allocated to certain episodegrms of branding actors and their
branding activities of developing and managing Oratrategy, brand identity and image.
The first NDP was from 1987 till 1990, which progttia backbone for creating the FIEK-
brand system. During the second period of NDPs X419¥88), Ireland reinforced it with
strategic decisions of national strategies. Conmg 1999, Ireland rebranded itself to be
innovative and competitive nation for the*2gentury and in 2000 developed a new
strategic vision that provided a continnum for eroming new plans in 2004.

Aiming to identify Ireland-specific branding meclsms in the FIEK-brand system
and contextual patterns in the branding processhef ‘Nation Branding Mechanism
Model,’ this research highlights Ireland brandimgsedes by three branding encounters as
follows:

= FIEK-I: The branding episode period from 1987 €90
» FIEK-II: The branding episode period from 19911898
= FIEK-III: The branding episode period from 19992@03
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6.3 CREATING AN IRELAND-BRAND VISION (C-IBV)

6.3.1 C-IBV: FIEK-I (1987-1990)
During the period from 1980 to 1985, Ireland fasetgtere economic and employment

difficulties. Demographically, net emigration inetliive years to 1986 was estimated at
75,000, while the 1970s had been characterizeddmwstined net inflow of population, at
an annual average rate of approximately 9,500.

Since 1973, Ireland’s NESC (National Economic armti& Council) has been
chaired by the Secretary General of the Departroktite Taoiseach (Prime Minister) and
composed of representatives of trade unions, era@pjarmers' organisations, NGOs, key
government departments and independent expertsonideg conscious of a current
national crisis, NESC was concerned that the lasbnomy had lapsed into a vicious
circle: high national debt led to an incresed taxden, which in turn resulted in a negative
effect on employment and economic activity. Unemplent and the public finances were
therefore regarded as the main problems. MeanwthgeNESC observed that the modern
sectors of manufacturing industry, comprising Cheasi, Office Equipment and
Instrument Engineering, experienced very rapid gnowetween 1980 and 1985, and
significantly that volume growth (13.4%) in manufaing output by sector in 1984 had
sharply decelerated to 2.7 per cent in 1985. Astrae time, the NESC highlighted that all
three sectors in Ireland had been dominated byseasr companies, especially US
multinationals. Taking into account the prospeotstfie ‘modern’ manufacturing sector in
terms of international market environment and tbsspbility of a ‘life-cycle’ effect within
successive generations of foreign enterprises ledtal in Ireland, the NESC pointed out
that sustained economic growth is dependent onjarnmprovement in competitiveness.
Moreover, it anticipated the improvement in compethess by the short-term
contributions to sustaining employment growth aber longer term. Envisaging economic
and social development, in 1986 the NESC ultimatgtyared a strategic vision of
rebuilding Ireland as a cohesive society with dnatde employment growth and an
internationally competitive economy.

Charles Haughey, the then leader of the oppositiad,received a presentation about
the idea setting up an international financial m@w centre (IFSC) in Dublin, and was
impressed with the opportunities for attracting hbanternational finance services
enterprises and the talented, young Irish finan@atvices professions who often
emigrated. Sharing the recommendations of econ@mét social development from the
NESC, Charles Haughey became confident that dewedap built on the international
financial services sector could create a new tarthe economic and fiscal crisis that
Ireland faced. Immediately on taking office as Baaich (Prime Minister) in 1987, he
assigned the secretary of the Taoiseach’s depatrttneorganize the steering group and
appointed chief executives from all the relevartilfgusectors (the Taoiseach’s department,
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Central Bank, the IDA, finance and revenue) alontih Wrivate sectors (top two banks,
KPMG accountants, stock brokering firms and othdrs)ine with the Prime Minister’s
belief in the IFSC project, the Government anddteering group initiated development of
the concept for the IFSC in order to turn the iohda a reality. A brand vision of rebuilding
Ireland into a leading world financial services s envisaged.

6.3.2 C-IBV: FIEK-I1 (1991-1998)
At the beginning of the 1990s, Ireland’s unemplogim@te still remained above the

EC (European Community) average. Long-term unenmpéy was among the highest in
the OECD. The NESC believed it necessary to pyteaial focus on resolving long-term
unemployment, and was convinced of the critical antgnce of securing high rates of
economic growth as a basis for increasing the satamployment growth. Meanwhile, in
1992 the Culliton Review Group made recommendationsndustrial development of
Ireland and suggested strengthening the environfioergnterprises. Along with general
considerations for improving the enterprise envinent, the Review Group particularly
pointed out that the degree to which an enterpnsbertakes core business functions from
an Irish base, rather than simply origin of owngrskhould be the critical distinction for
policy purposes. In 1993, the Government estaldigherfas as the national policy and
advisory board for enterprise, trade, science,nelcdgy and innovation. In 1993, the
NESC confirmed that, in order to secure a sufficieondition for competitiveness and
employment growth over the medium to long-term,ovation capacity in response to
market environment change will be the key to Irdlarsuccess. Sharing the fundamental
responsibility for ensuring improved performandee NESC envisaged a national vision
which would be compatible with Irish interests dahe need for self-sustained development.
Moreover, to achieve employment growth in the globeonomy, the NESC created a
brand vision to sustain long-run competitivenessubh enterprise innovation.

6.3.3 C-IBV: FIEK-I11 (1999-2003)
In line with the objective of achieving innovatiamd competitiveness, at the end of

1990sknowledge was more emphasized as one of the maerslof prosperity and well-
being. The Irish Council for Science, Technology &mnovation (ICSTH°in association
with Forfas in 1999 identified information and conmmication technologies (ICTs) and
biotechnology to be the key drivers of technologidaange worldwide up to 2015. In
particular, Forfas believed that Ireland, as a bo@én economy, would be more exposed
than most economies to changes in the internatemaronmentand reported that Ireland
needed to transform rapidly towards a knowledgethasconomy based on ICTs and
biotechnology, through providing research and dgwalent at world-class level.

B 1csTI publishes Technology Foresight Ireland (TiRI)1999. This policy document particularly envissghe key
importance in developing the industrial developnwrategy of Ireland.
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In 1999, the NESC envisaged a national vision@ahd sustaining the virtuous circle
of achievements in economic and social inclusions the new century. Given the present
economic and social context, the NESC believed fimathe next decade Ireland could
look forward to building a more dynamic economy g@aditicipatory society, incorporating
a commitment to social justice and consistent esopaaevelopment that is socially and
environmentally sustainable, and responding eslhecia the constantly evolving
requirements for international competitivenesgadrticular, the NESC expected that, over
the next decade, a revolution in information andhgwnications technology would be
likely to change the face of the global economy waadld give rise to enormous changes
in economic and social structures in developed @roes. Determining how Ireland would
be competitive in the early years of the next miliem, the NESC presented a new brand
vision which positioned Ireland strategically asKkaowledge-based Society, a World
Centre of Research Excellence, based on enterprisempetitiveness and social
partnerships. The NESC believed that ultimatelg thould provide a way to benefit Irish
people in the future.

The shared visions were reflected in envisagingaad vision for the IFSC and Irish
enterprise development in the new century. A reteaeport entitled “The Financial
Services Industry in Ireland: Challenges and Opputies in the New Millennium” was
prepared by Professor Hutchinson on behalf of timarf€ial Services Forward Strategy
Working Group. This report identified the vital ioppance of the IFSC as the primary
source of employment and business growth in theistnd and the need to improve
Ireland’s competitiveness as a business locatiooutih the coherent use of all available
policy instruments. Along with the shared visidme Department of Taoiseach invigorated
a brand vision to maximize the level of sustainasienomic activity and employment in
the international financial services sector indrel, encompassing not only the number of
jobs but also the quality of employment and actjvdand the possibility of improving
sustainability of the IFSC through links to relatsettors (e.g. shared services, electronic
commerce, software development).

6.4 SETTING AN IRELAND-BRAND GOAL (S-IBG)

The national vision that was shared by the NES@986 was ultimately to rebuild
Ireland as a cohesive society with sustainable eynpként and competitiveness. Following
the strategic and shared vision, the NESC diredtethnd’s branding to focus on
establishing economic competitiveness over theoddrom 1987 to 1990, accomplishing
self-sustaining development through innovation mwrithe 1990s, and sustaining the
virtuous circle of the achievements in economic aadial inclusion in the new century.
The Government, through concerted efforts with ao@artners, developed national
development programmes and primarily reflectedairdls vision to envisaging national
economic and social development goals (Table 55).
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Table 55 Expected national goals through natioraktbpment programmes

1985-1990 1990s 2000-05
GNP (Annual Growth Rate, %) - 3.5-4 2.5-5.0
GDP (Annual Growth Rate, %) 1.9-3.2 3.6-4.7 -
Total employment (Annual change, %) -0.7-0.3 9;0Q®M0O0 (People) -

(Source: NESC, 1999; 1996; 1993; 1986-1990)

6.4.1 S IBG: FIEK-I (1987-1990)
Ireland in 1986 was confronted with national ecormand social difficulties. GDP

per capita was only 64 per cent of the European r@anity average. The National Debt
was equivalent to more than one and one-half tinesnd’'s GNP. An unemployment rate
of 18.5 per cent of the workforce amounting to P8P, was one of the highest rates of
unemployment in the European Community. Net emignaivas estimated at around
30,000, equivalent to the birthrate. However, despitense international competition,
there was an increased level of investment comnnitsnieom new and expanding overseas
companies (Table 56). 180 investment projects waperoved. Among them, US
enterprises remained the largest source of FDI Wilprojects, and there was a striking
feature of substantial increase in planned investitem the Far East.

Table 56 Features and source of overseas investir#3%-1986

1985 1986

Investment Projects No.of Projects in\I/:el);?r?];StS(itm) No.of Projects In\ljlexs(?c%g?ts(gn)
Small Business 685 43.0 773 43.0
Mainstream Irish Industry 101 97.8 117 125.8
Overseas Industry 178 260.8 180 391.6
-United States - - 77 192.5
-Far East - - 3 78.9
-West Germany - - 31 31.9
-Netherlands - - 7 25.7
-Scandinavia - - 15 21.4
-UK - - 33 17.5
-Other Non-European - - 7 18.6
-Other European - - 7 5.1

(Source: IDA Annual Reports)

Analyzing the internal problems and the externgdarfunities for attracting overseas
investment, the Government and social partners lamoedl that Ireland’s economic and
social prospects depended ultimately on the furtterelopment of Ireland’s industrial
base, encompassing both manufacturing and senmuhsstries, to produce quality
products for world markets. In particular, they egfed that the financial services sector
would contribute significantly to industrial devploent. Through the ‘Programme for
National Recovery (PNR) (1987-1990), the Governtmand social partners promoted
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overseas investment (i.e. FDI Promotion) into mdla economy, along with a determined
approach toward industry development promotion. (I). Anticipating a combined
approach (i.e. FI Promotion) to integrating FDImpgion into Ireland’s IP, PNR aimed to
create approximately 20,000 extra jobs on averageypar over the next ten years and
generate almost 16,500 new jobs through FDI praman the period of the Programme,
in particular, the creation of 7,500 jobs over tlext 3-4 years, by attracting international
financial services companies, especially throughlH5C project.

6.4.2 SIBG: FIEK-I1 (1991-1998)
In the 1990s, the Government critically intendedi¢epen the competitiveness of the

Irish economy, to accomplish self-sustaining depeient. According to the NESC report
‘A Strategy for Competitiveness, Growth and Empleytin (1993), the share of
employment in various service categories in Irelaad been comparably lower than that
of other small countries with lower unemploymente®the period from 1973 to 1990, the
average annual rate of growth of total servicesleynpent in Ireland had been 1.7 per
cent, which placed Ireland as the fourteenth ouhefsixteen OECD countries (Table 57).
Moreover, the NESC report pointed out that smalintnes had managed to establish very
significant market niches for some types of sewi@ed that there had been evidence of the
growing share of services in the flows of foreigredt investment.

Table 57 Employment in services (Average annual edemployment growth, %)

1973-90 1973-79 1979-1990

us 2.7 3.2 2.4
Japan 21 2.2 2.0
Sweden 2.0 29 15
Denmark 2.0 - 1.7

UK 1.8 1.4 2.0

Ireland 1.7 2.7 1.2

EC 2.0 1.8 21

OECD 2.4 2.5 2.3

Note. Countries are ranked on the basis of emplaymperformance, 1973-1990

(Source: NESC, 1993:332; OECD Historical Statistic60-1990)

Advancing the ‘Programme for Competitiveness andrRM&@CW)’ for the period
1994 to 1999, the Government and social partneistgmb out that the successful
conclusion of the GATT negotiations should provalsignificant boost to growth in the
world economy over time but that the short runaaltlfor economic recovery in a number
of Ireland’s main markets was slow and uncertaut, that what was certain was that the
degree of competition to which Irish producers wiohé exposed would increase both in
overseas markets and at home. Consequently, the R@Whasized sustainable
employment and enterprises in terms of both mdddetgrowth and community-based
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work. To meet the challenges, it set the targetrfaard investment to achieve 9,000 gross
jobs per annum on average over the period of thgrBmme.

Functioning as the body in which Ireland’s legaiees for industrial promotion and
technology development have been vested, Forfasl985 carried out a survey
corresponding to an annual census of employmeatl iknown active manufacturing and
internationally traded service companies. Accordmthat survey, employment in foreign-
owned manufacturing companieger the past 10 years had displayed consistenttlyrdn
particular, permanent full-time employment in fgmiowned internationally traded and
international financial service sectors had inceda$ig. 23).

Fig. 23 Internationally traded and internationabficial services employment: 1986-1995
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(Sourceforfas 1995)

Identifying that trade was increasingly linked todign direct investment (FDI) and
that the trend in FDI was a matter of considerabigortance to Ireland, Forfas highlighted
that attracting FDI would remain fairly competitivethin European economies, involving
developed nations such as Germany, France, DeniNatkerlands as well as central and
Eastern European countries. To achieve the natemmomic and social objectives, it was
imperative to consider that the changing naturéhefFDI market would bring additional
competitive pressures on Ireland’s position over tiext decade and beyond. Therefore,
Forfas insisted that a vibrant and competitive gmige sector (i.e. the set of Irish-owned
and foreign-owned enterprises, based in Irelandaged in either the manufacture of
goods or the provision of marketable services)riscial. Integrating Irish-owned and
foreign-owned enterprises into a concept of anrprise sector, Forfas contemplated an
approach to FI (FDI & Industry) promotion focusiog enterprise development. To attain a
self-sustaining basis for the 2000s, in 1996 Fopfi@sented a long-term framework for
enterprise development promotion (i.e. EP) overnet fifteen years. It aimed to reduce
the number of unemployed from 127,000 in 1995 tonooe than 50,000 by 2010, increase
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living standards, in terms of GNP per capita, thiewe average EU-15 levels, compared
with 65.2 per cent of the EU-15 average in 19989, ramse the quality of life of all of those
living in Ireland.

6.4.3 S IBG: FIEK-I11 (1999-2003)
Forfas, through its ‘Enterprise 2010’ report, reiced the targeted growth output for

2010 and analyzed global conditions that deeplyctdid the Irish economy. In the report,
technological change worldwide was mainly refertecas a long-term trend, especially
focusing on the ICT sector (Fig. 24). In particulalectronic business was considered as
one of the most significant drivers of both suctidssusiness development and national
economic development, offering a new route to agking some of Ireland’s strategic
challenges and major new business opportunitiedrigi-based enterprises and for the
development of new sectors. At the same time, Bakected that such e-business would
facilitate the flow of mobile service industry peojs between developed countries and the
execution of lower value-added projects in low-wagmintries, which would affect
enterprises’ location decisions and further intigrtie competition for FDI.

Fig. 24 Key trends in information, telecommunica@nd computing industries
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(Source: Forfas, 2000: 14)

Analyzing employment, output and productivity oktlenterprise sector in Ireland,
meanwhile, Forfas noticed the sectoral gap betwkish-owned and foreign-owned
manufacturing sectors. Overall, Irish-owned industad a relatively limited presence in
the high-technology sectors. Productivity in theefgn-owned manufacturing sector had
underpinned the competitiveness of the segmenpaiticular highlighting that sectoral
concentration had increased in the higher techyok®rtors over recent years. Forfas
emphasized that increased productivity was the dmmehtal basis for the sustainable
competitiveness of enterprises and for stable mgbhme employment. Forfas anticipated
that productivity growth would have to come fromttbahifts in employment toward
higher value-added activities and through incregptiie productivity of existing employees
in all sectors of the economy. In line with the esttjve of increasing productivity, Forfas
aimed to establish the conditions under which ddrigoroportion of foreign companies’
value-added activities would be carried out indnel and to create additional higher value-
added jobs in the internationally-traded sectornufiacturing and internationally traded
services) from 310,000 in 1998 to 400,000 in 2010.
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Aiming to sustain the virtuous circle of achievertsein the Irish economic and social
inclusion in the 2000s, the Ireland-Brand Goal Wwathermore envisaged with respect to
the development of the international financial sy (IFS) industry. Reflecting the IFSC
project over 1990s, the Government asserted thatdkt five years would be critical to the
long-term viability of the IFS industry in Irelamd terms of the transition of the tax regime
and uncertainty about the authorities’ attitudeany future development. Also, there was
the challenge to ensure that the IFS industry waaldtinue to flourish in terms of the
quality and quantity of employment and activity.eTBepartment of the Taoiseach was
fully aware that the challenge facing the indu#sglf was to maintain its competitive edge
at a time of rapid economic, legislative and regula change. To sustain the
competitiveness of the IFS industry in Ireland, tGevernment formulated tasks in
building the positive “image” of the IFSC and pramg Ireland as an excellent financial
services location.

6.5 DEVELOPING AN IRELAND-BRAND STRATEGY (D-IBS)

In October 1987, the Government and the sociahpestegotiated how Ireland could
regenerate its national economy and improve empdgoymultimately achieving improved
social cohesion. Adopting the vision and goalsfoftrategy for Development 1986-1990’
envisioned by the NESC, they envisaged the ‘Progranfor National Recovery (PNR)’
amounting to a national development strategy. Téw noncerted efforts consecutively
generated the ‘Programme for Economic and Socialgess (PESP) in 1991, the
‘Programme for Competitiveness and Work (PCW) 1894 and ‘Partnership 2000
(P2000)" in 1996. These Programmes presented gitad@ections for the economic and
social developments of Ireland.

Confronting Ireland’s fiscal crisis, PNR (Table 5&presented a major attempt to
overcome the serious obstacles that then existedmimede economic and social
development. As the emerging priority, PNR focus®d stabilizing macroeconomic
conditions on the one hand and reinforcing indaktievelopment in line with employment
improvement on the other. Articulating a sectorsegtor approach for industry
development promotion (IP), PNR emphasized thatFDmotion in Ireland be intensified
on a specialized basis, integrating such investmirb the Irish economy. In particular,
the Programme articulated the project that was reate the International Financial
Services Center (IFSC) in Dublin.
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Table 58 Main strategic directions in ProgrammeNational Recovery (PNR)

-Stabilizing macroeconomic conditions
-Reforming tax system

-Diminshing social inequities

-Generating job opportunities on a sectoral basis
:Reinforcing industrial development promotion
:Intensifying FDI promotion on a specialized basis

(Source: Programme for National Recovery, 1987)

Coming to the 1990s, the ‘Programme for Economat $acial Progress (PESP)’ was
established in 1991. In the context of reducinggierm unemployment as the primary
strategic intent, PESP (Table 59) reinforced ingusievelopment promotion (IP) by
focusing on the development of an internationalympetitive industry, in particular
through the manufacturing and international ses/gectors. It articulated macroeconomic
policies, infrastructural services, and specifiogzammes and incentives aimed at
maximizing the employment and economic benefitendistrial development. To attract
industry to Ireland, PESP pointed out that the Gowvent would continue to seek to
maximize the extent of economic activity by ovesseampanies to obtain the benefits of
both direct and indirect jobs in the Irish econoamgl would target the main industrial sub-
sectors, such as electronics, engineering, softarmaldinancial services sectors.

Table 59 Main strategic directions in ProgrammeHoonomic and Social Progress (PESP)

-Maintaining consistency in fiscal, exchange ratd monetary policies

-Continuation of radical tax reform

-Restructuring social services

-Reducing long-term unemployment

:Building an international competitive industry

:Providing the supportive measures by macroecongpuiicies, infrastructural services, and specific
programmes and incentives

:Maximizing the extent of economic activity by oseas companies

:Targeting the main industrial sub-sectors

(Source: Programme for Economic and Social Progfegl)

The Government, through its shared concern, in 8984ented the ‘Programme for
Competitiveness and Work (PCW)’ to deepen the comnyeness of the Irish economy.
The key challenge in PCW (Table 60) for the pefrogh 1994 to 1996 was to increase the
number of people to work within the Irish economydaso to reduce the level of
unemployment. To meet this challenge, it primadgveloped the National Development
Plan, targeted policy changes improving emploympatformance, consistent fiscal
policies, and a partnership framework. Within thenfework, in particular, PCW put the
emphasis on two components: sustainable employamehéenterprise, based on market-led
growth and community-based work. PCW articulatedt tthe focus of strategy for the
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promotion of inward investment under the NationavBlopment Plan 1994-1999 would

be to concentrate on the key sectors and markieésim which Ireland enjoys the greatest
competitive advantage. Moreover, it set the inwardestment sub-programmes that
comprised a measure targeted at the further irttegranto the Irish economy of overseas-
owned firms already located in Ireland as well asasures directed at attracting
internationally mobile investments to generate nelw opportunities and to inject new

skills and new technologies into the Irish econofy: IFSC promotion, PCW pursued a
policy of creating an attractive and efficient adtructure, establishing a competitive and
stable business environment and promoting the dpuetnt of new business.

Table 60 Main strategic directions in ProgrammeGompetitiveness and Work (PCW)

-Increasing employment and reducing unemployment

:Concentrating on the key sector and market nighedich Ireland has the greatest competitive
advantage

:Increasing the level of linkages between indigenaund foreign-owned enterprises
:Setting the inward investment sub-programmes

:Creating an attractive and efficient infrastruetur

:Establishing a competitive and stable businesg@mwent

:Promoting the development of new business

-Maximizing the potential of the agriculture, foddrestry and rural development
-Securing macroeconomic stability with consisteatfiscal and monetary policies
-Continuation of tax reform

-Developing the partnership approach in industry a@mterprise level

-Social equity

(Source: Programme for Competitiveness and Work4)199

‘Partnership 2000 (P2000) (Table 61) was createdl996 to extend partnership
arrangements at the enterprise level, articulagungportive measures through the national
macroeconomic framework. In particular, the Goveentmand social partners agreed that
sustaining national economic competitiveness wakell to developing an enterprise
environment. To improve enterprise competitivenessreover, P2000 aimed to maintain
continuous innovation in terms of technology arsdapplication within firms, to develop
high-skilled workers and life-long learning in &brk roles, to focus on specific sectoral
strategies in the key developmental and moderasiiuctural areas, to promote enterprise
and new business formation, and to promote exports.
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Table 61 Main Strategic directions in Partnerstip@

-Renewing the macroeconomic framework for suppeneasures
-Providing for improved living standards

-Promoting greater social inclusion

-Putting new focus of equality

-Promoting enterprise and jobs

:Developing enterprise environment

:Maintaining continuous innovation in terms of trofogy
:Developing high-skilled workers and life-long laarg
:Focusing on specific sectoral strategies

:Promoting enterprise and new business formation
:Promoting exports

-Promoting small business

-Developing agriculture, food and forestry
-Strengthening partnership for competitive entsgsi
-Modernizing the public service

(Source: Partnership 2000, 1996)

Throughout the national development programmessh IrGovernment embedded
strategies promoting FDI, Industry, Enterprise &mbwledge development in national
development strategies. In particular, atlopted strategic directions for FI promotion
combining industrial development promotion with Fpriomotion, and integrated these
into knowledge-based enterprise development pramof(EK promotion) focusing on
knowledge and innovation at the enterprise levélifese were ultimately integrated into
the FIEK-brand strategy.

6.5.1 D-IBS. FIEK-I (1987-1990)
The FIEK-brand strategy over the period of 19871990 (Table 62) focused on FIi

promotion strategy combining FDI promotion within endustry development strategy. It
was particularly formulated to create a flagshipjget that would build the International
Financial Services Centre (IFSC) in Dublin, alonghvattracting FDI in the international
manufacturing and services sector. In 1987, thee@waent - with EU approval - set out
Dublin’s IFSC project in legislation. To provide ethcornerstone for the project
development, a place redevelopment strategy wasulated on the one hand and a
marketing strategy was designed by IDA in cooperatvith the government marketing
group on the other. In line with devising a plaedavelopment strategy for IFSC project,
the Customs House Docks Development Authority (CIADIas established to develop a
site plan and to oversee the redevelopment ofréiee & marketing plan articulated that the
key feature of the strategy was to concentrate i€surces worldwide in those sectors and
markets in which Ireland had the greatest competitadvantage (e.g. electronics,
pharmaceuticals and healthcare, international oesyi and financial services) in
comprehensive terms, and at the same time insistdt was imperative to exploit them
to maximise investment and job creation opportasitfrom new sources in areas of
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increasing opportunity (e.g. financial servicesheTDA maintained the existing markets
(e.g. USA, Europe) while putting increased emphasisiew markets (e.g. the Far East).
With respect to the sources of competitive advantagfocused on securing investment
from key overseas companies in target markets.

Table 62 Strategic directions of FIEK Promotionk=(k-I)

-Developing a site plan

-Concentrating on the sectors and markets in winetand has the greatest competitive advantage
-Exploiting new competitive sources in areas oféasing market opportunity

-Maintaining the existing markets (e.g. USA, Eurppe

-Placing a special emphasis on new markets (eed-&h East)

-Securing investment from key companies in targetadkets

6.5.2 D-IBS. FIEK-11 (1991-1998)
The FIEK-brand strategy in the 1990s focused oreldging an enterprise promotion

strategy that would integrate FDI promotion andnif® enterprise development. In general,
the strategy was to maintain Ireland’s attractigsnas a business location with the
requirements of business (e.g. remote data cersupport-office services, education and
information services). The combined approach,FHlgaromotion, by the IFSC project was
augmented by PESP and PCW, in terms of creatirggteactive and efficient infrastructure
through the development of the Customs House Ddcks, establishing a competitive
and stable business environment, and promoting dielopment of new business.
Through ‘A Strategy for Enterprise in Ireland iretAT' Century (1996)’, Forfas articulated
five main strands to the proposed strategy fordihect promotion of the enterprise sector:
harnessing the growth potential of the servicesosetransforming Irish-owned industry
into innovative and competitive business; expandngflow of inward investment in both
the services and manufacturing sectors; promotingrnational trade and market
development; and securing financial support foregmise promotion. Among these
strategic pillars, the FIEK-brand strategy was saged with a number of key elements at
the direct promotional level and supportive measasedescribed in Table 63:

Table 63 Strategic directions of FIEK Promotiond=¢k-I1)

-Developing the existing overseas base

-Focusing on high value-added products

-Identifying and exploiting high-growth sectorskidl at an early stage of their development
-Targeting new modes of investment

-Developing incentive packages

-Maintaining a competitive cost base

-Expanding information and communications infrastiine
-Expanding transport and logistics

-Applying education and training as a source of petitive advantage
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6.5.3 D-IBS: FIEK-I11 (1999-2003)
In 1999, the FIEK-brand strategy (Table 64) waaraniore detailed strategy focusing

on the promotion of knowledge and innovation inralleenterprise development. In the
case of promoting foreign-owned industry, Forfascpl the greatest emphasis on:
qualitative factors that deepened investment atidiies by enterprises rather than simply
quantitative aspects; developing and strengthettiegexisting base of FDI projects in
Ireland as a source of sustainable output, expobisupply opportunities and employment;
the employment and development needs of Irish nsgib was important to continue to
offer an attractive overall “package” such as fitiahincentives to mobile investors. In
line with promoting industrial development, it pdaca strong emphasis on diversifying the
sectoral spread in high technology between elecspn software and
pharmaceuticals/health care for optimum markettposng. For target markets in FDI
promotion, it was necessary to maintain the lefeU8 FDI while identifying further
opportunities in European and Asian countries.

Table 64 Strategic directions of FIEK Promotionk=(k-I11)

-Taking precedence over qualitative factors deegpeimvestment and activities
-Developing and strengthening the existing badelifprojects in Ireland
-Expanding the Irish regional development

-Providing an attractive overall “package” to mehihternational investors
-Diversifying the sectoral spread in high technglfmy optimum market positioning
-Maintaining the level of US FDI

-Expanding market opportunities into European as countries

Along with the general FIEK-brand strategy, the @FH&and strategy over the period
was developed to consolidate the ‘IFSC and Docldahchnd images positioning Ireland
as a world-class hub for an international finanaehtre. Moreover, the FIEK-brand
strategy emphasized the leveraging of their bramabes to maintain a vibrant and growing
international financial services industry in Irallaand to improve its sustainability through
strengthened links to related sectors (shared cg=yvielectronic commerce and software
development). In 1999, the Government adoptedadesly (Table 65) for the development
of the International Financial Services Industryreland. Recognizing the importance of
an effective, properly-enforced and up-to-date esysbf company law to international
perceptions of Ireland as a business centre, theeit@ment (i.e. Department of the
Taoiseach) encouraged both industry and the psbbtor regulators and policy-makers to
participate in Government-led initiatives that webuidentify and remove potential
obstacles to the development of the electroniosdsgliof financial services and to adopt a
proactive approach to ensuring that Ireland woutdwell placed within Europe as a
location for such businesses.
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Table 65 Strategic directions of IFSC PromotiorE¢rIl)

-Publicly reaffirming the Government’s commitmeatthe development of the international financial
services industry in Ireland

-Organizing a Seminar in June 1999 by IDA Irelarith\the assistance of the Department of the
Taoiseach, other Government Departments and Agerand industry

-Nominating IFSC liaison officers/specific IFSC Bens as a Public Sector Group chaired by the
Department of the Taoiseach to ensure the operafithe Strategy and the follow-up

-Comfirming the Docklands as the hub for the loag¥t development of the industry in Ireland
-Encouraging front-office financial services comigarto locate within the Docklands hub, close ® th
IFSC

-Developing promotional materials for marketing #gteractions and opportunities of the Docklands hu
for financial services businesses and marketialgmd as a financial services location by the DDBA
association with the marketing arrangements of Ifand

-Developing and implementing a revised marketirapdbr the promotion of the industry
-Considering the suggestion for an ‘IFSC brand’

-Inviting people involved in education initiativebe Department of Education and Science and FAS
IFSC Working Group meetings

-Continuing to promote educational initiatives lie tDocklands Area

-Reviewing the progress on educational and traineegds and provision at the Clearing House Group
in November 1999

-Continuing effective consultation with the intetinaal financial services industry on tax issues
-Broadening Ireland’s network of tax treaties

-Implementing proposals from the IFSC Funds Grdugaady agreed in the forthcoming Companies
(Amendment) Bill

-Taking a more proactive approach towards the dgveént of the industry

-Responding rapidly to proposals to improve the petitive position of the industry while maintaining
the necessary prudential safeguards

-Continuing to provide a coherent input to considiens on the establishment of a Single Regulatory
Authority from the perspective of the developmefithe international financial services industry
-Monitoring the effectiveness of a package of tad aompany law measures

-Preparing a report on the impact of the euroleribternational financial services industry indre,
outlining strategic opportunities and threatsiagsnd appropriate responses

-Prioritizing the provision of high-bandwidth teteomunications links in the IFSC

-The Clearing House Group will review and overdeefollow-up to the proposals outlined in the reépof

on pensions commissioned by the FSIA

-The Department of Finance, in consultation witthustry, will seek to produce legislation for Financ
Bill, to facilitate the growth of securitisatiowjthin the context of EU and domestic policy comer
-Proposals emerging from the Report commissioneanoiMBC will receive positive consideration
from the Minister for the Marine and Natural Resms and the Government with a view to their early,
implementation

(Source: Department of the Taoiseach, 1999)
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6.6 OPERATING AN IRELAND-BRAND STRATEGY (O-IBS)

6.6.1 O-1BS. FIEK-I (1987-1990)
FIEK-brand promotions over the period of 1987 tlglo1 990, i.e. FIEK-P (I), (Table

66) were vigorously pursued by creating and devetpphe International Financial
Services Center (IFSC) in the Custom House Doclea/ff Dublin’s City Centre. The
Urban Renewal Act of 1987 delineates the boundariebe area, lying between Amien
Street to the west, Common Street to the east,ri8h8treet Lower to the north and
Custom House Quays to the south. The Customs HDosks Development Authority
(CHDDA) was established and took responsibility fedlevelopment planning and control
of the IFSC area. Special incentives, such as @etOcent corporate tax regime, were
available for companies invoved in the IFSC.

The IDA took responsibility for the detailed pronast of the IFSC to the worldwide
financial services sector and established a speagidtl to undertake comprehensive
marketing and to follow up the projects that gaige rto job-creating investments. In
conjunction with the IFSC project, IDA put markeirefforts not only into attracting
mobile international investment from the US, Eurapé the Far East but also focusing on
all the major financial institutions in the US, W#dd Japan. The United States was targeted
as the prime source of greenfield investment comemts and for the investment
expansions in Ireland. For the US market, it emizeaslireland’s strengths in skills, as a
member of the EC and as a consistently profitattation for US investment. Along with
European markets, greenfield projects and expassimre made. Marketing in Europe
was segmented and tailored to each country baséd competitive advantage that fitted
Ireland’s needs. For the Japanese market, the dBAtified and selected target companies
in key investment sectors such as electronicstriat®nal service projects, particularly in
the computer software and data processing secptradrmaceuticals, and automotive
components. Those international companies were lyvidispersed throughout the Irish
regions. In particular, IDA’'s marketing in Japancdised on component and parts
manufacturers which had a strategic need to supmbhanese final assembly plants in the
EC. The Prime Minister and the Minister for Indysaind Commerce visited Japan in 1989
and strengthened the on-going relations betweeddapanese Ministry for Industry, Trade
and Investment (MITI) and Ireland’s Departmentmdustry and Commerce. A significant
media campaign was launched in Japan in 1990 &ieceemore positive image of Ireland
among Japanese businesses.

Along with the development of IFSC, the Governmtauk several initiatives. In
particular, the Prime Minister himself became iweal in the initial marketing effort and
gave presentations at the meeting which he hostéd/all Street, convincing investors of
Irish competency and availability for their busisegperation in Ireland. The Prime
Minister had a great respect for competent civivaets and enthusiastically took the ideas
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suggested by them. The Prime Minister and goverhseected “Three Wise Men” from
the Revenue Commissioner and the Department ohE&and organized the Governments
Representative Group. The IDA and those three mesrtbaveled the world for the first
few years and communicated with the very top pewptie international financial services
industry.

Table 66 FIEK Promotions over 1987-1990: FIEK-P (1)

-Deciding to create International Financial SersiGenter (IFSC)
:Selectingghe Custom House Docks Area of the Dublin’s Citytte
:Delineating the boundaries of the area by the bliRanewal Act of 1987
:Establishing the Customs House Docks Developmeittiakity (CHDDA)
:Providing special corporate tax incentives for pames invoved in IFSC
-Marketing the IFSC to the international finandatvices sector investors
:Organizing the Governments Representative Group

:Customizing and segmenting the target marketd#8€ project

:Reinforcing to attract overseas investment from B@ope and the Far East
:Strengthening the ongoing relations with the targarkets, especially Japan
:Communicating by media campaign

6.6.2 O-1BS. FIEK-I1 (1991-1998)
FIEK-brand promotions in 1990s, i.e. FIEK-P (ll)Taple 67) were primarily

reinforced by maintaining the taxation benefit thais essential to establish a competitive
and stable business environment. The key incentiee,the 10% corporate rate for
manufacturing, for mobile international investmems extended from 2000 to 2010.
Moreover, the Government announced that a simiaension of the 10 % tax status
would be applied for IFSC companies to 2005. Sitheefirst development of the IFSC
(IFSC-I) was completed in 1992, the Custom HousekBdrea had been extended with
budget allocation. The CHDDA preliminarily underkba number of feasibility studies
prior to the preparation of the plan: a land usé emndition survey; a survey of existing
and planned services and utilities; a re-examinaticall site investigation data; a study on
the likely future demand for IFSC space; a foreaalsthe demand for retail space;
transportation and movement, with particular refeesto parking demand; urban design
studies, with particular reference to building lntgy In its 90th meeting, the CHDDA on
February 1994 decided to amend the Planning Scl{2é8¥) to include both the Sheriff
Street flats site and the National Sports Centeeas well as areas not previously covered
in the Planning Scheme, i.e. the area in fronthef éxisting Custom House Docks site
extended to the centre of the River Liffey, Conp@&lation and the An Post sorting office
on Sheriff Street. Under the Dublin Docklands Depehent Authority Act 1997, the
Dublin Docklands Development Authority (DDDA) asseainthe functions of CHDDA for
the period of development of IFSC Il. While the diepment during IFSC-1 and Planning
Scheme 1994 focused on a high-class business eratalthe physical regeneration of the
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area, the DDDA adopted a holistic approach to gtreeing cultural attractions and social
integration on a sustainable basis. On the badiseoprinciple of sustainable development,
in 1997 the DDDA adopted the Master Plan that aski@ the general challenge in terms
of providing a real choice for those who wish teelin the area, translating the aspirations
of the communities within the area into the gairbéoshared by those living and working
in the area, providing a renewal strategy for rdltathng under-utilized areas, promoting
world class architecture and urban design, and ptiogy the principles of sustainability in
architectural/urban design.

Along with developing an attractive and efficienfrastructure, the IFSC Committee
was restructured in order to facilitate an increasgut from the financial industry in
policy formulation. Working groups were formed famoadening the range of services and
for supporting the development of new productsreaa such as insurance, funds, banking
and corporate treasury. International marketinthefCentre was added since IDA Ireland
(Industrial Development Agency Ireland) was in 1%3ablished as an agency of Forfas
under the provisions of the Industrial Developm&ctt, 1993.

With the misson “We will win for Ireland, its pe@pland its regions, the best in
international innovation and investment so as tardoute to the continued transformation
of Ireland to a world-leading society which is richcreativity, learning and personal and
social-wellbeing...”, IDA Ireland proactively netwa# and collaborated with Government
departments, the Higher Education Authority, FAS)c&tional Education Committees,
Regional Technical Colleges and Universities tauems good match between supply and
demand for specific skills of companies from ovassdDA Ireland undertook intensive
promotion with the existing base of overseas congsato stimulate the growth of back
office centres in lIreland, where companies couldleumtake their data-processing,
accounting, software, customer support and telesswperations for the whole of Europe
from a single location. As the volume of potentigéenfield investment was declining,
IDA Ireland critically focused on encouraging mé&t&D activity to the enterprises already
in Ireland. For market positioning with competitigeoducts, the Agency selected not only
from the computer manufacturers but also a widgeat segments within information and
communication technology industries (ICTs), whigbarsned hardware and software,
computers, telecommunications, components, pemdemternet, networking systems,
and data processing. The US market had always teesidered as the most important
market for Ireland, in particular, in the targetsectors with electronic, healthcare and
pharmaceuticals with software, some financial s&wi teleservices and shared service
facilities being the dominant non-manufacturingtsex Increasingly, FDI promotion to
the US market was focused on attracting enterphssed on knowledge intensive and
high-value added products. This approach was ghptiea to European countries and
Japan primarily in the services as well as in allsmanber of niche, knowledge-based,
manufacturing sub-sectors where Ireland continwe@rjoy competitive advantage. To
ensure better distribution of both overseas investnand industrial development in the
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Irish regions, the Regional Development Divisiorthivi IDA Ireland was established and
provided a local service to industry and commusitrethe Irish regions. It also offered a
particularly attractive financial incentive packamefavour of regional locations, along
with attractive property solutions.

The Government initiated the development of the momcation message. To
promote science, technology and innovation (STlalatevels of society, the ‘Science,
Technology and Innovation Awareness Programme’ egassolidated with young people
and their educators, key decision makers in busirsegl government and the general
public. The programme highlighted the benefits teland that can accrue from STI,
introduced people of all ages to exciting developt®ein science, technology and
engineering and encouraged learning through erasitisi participation in STl-based
activity at home, at work and in school. To delittee response to the challenges of EMU
(European Monetary Unit) membership, the ‘EMU Bess Awareness Campaign’ was
created by Forfas, which launched a range of cohgmsive and user-friendly information
material such as the Campaign's Information Paclclwivas disseminated through a
newsletter, Forbairt magazine, meetings and sesjirar the Campaign’s website and,
later, through radio and newspaper advertisingyakas direct mail to small businesses,
being conducted with the cooperation of the Reve@@nmissioners. A national
conference, entitled ‘The euro and Business: Prmegpdor Action’, was held in Dublin
Castle on April 1997. Over two hundred people frbosiness and the public service
participated in the conference. They shared thebss planning tools prepared during the
Campaign to help enterprises in their preparationghe changeover and discussed the
implications of policy changes by the banking seatad the Revenue Commissioners.

Moreover, for FIEK promotion, the National Compeghess Council was
established to identify the main competitive chadies facing the enterprise sector over the
medium term and the required policy responses.lii$te Council for Science Technology
and Innovation (ICSTI) was founded to advise th&&onment on the strategic direction of
science and technology policy. To develop STI sifacture, the Government established
the £250 million Scientific and Technological Edtiea (Investment) Fund. Encouraging
an Education-Business Partnership, the Governmambusced the establishment of the
Expert Group on Future Skills. Forfas provided theearch support and Secretariat to
these councils. Moreover, Forfas coordinated avem®rcampaigns on the EMU, on
Science, Technology and Innovation and on SkKills.
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Table 67 FIEK Promotions over 1990s: FIEK-P (ll)

-Maintaining and extending taxation benefit

-Reinforcing place development

:Undertaking feasibility studies for the developmehnew Planning Scheme

:Establishing Dublin Docklands Development Authp(iDDDA) for IFSC (ll) development in 1997
:Strengthening cultural attraction and social indtign on a sustainable basis for developing IFHC (
-Restructuring the IFSC Committee

:Organizing a Working Group and supporting new piadsl development

-Reinforcing international marketing for the IFSZIDA Ireland

-Undertaking intensive promotion with the existivase of overseas enterprises

:Stimulating the growth of back office centresiialand

:Focusing on encouraging more R&D activity to théeepirses established in Ireland

-Reinforcing to select not only from the computexrmafacturers but also ICT industries

-Reinforing FDI promotion to the US, Europe andalamarkets, especially attracting enterprises based
on knowledge intensive and high value-added prizduc

-Establishing a Regional Development Division withDA Ireland

-Delivering Ireland and product images

:EMU Business Awareness Campaign

:Science, Technology and Innovation Awareness Rrogre

-Structuring organizations

:Information Society Steering Committee (1996); ibiadl Competitiveness Council (1997);

Irish Council for Science Technology and Innovat{tCSTI) (1997); Expert Group on Future Skills
(1997); Telecommunications Advisory Committee (Z9®Business Information System (1997)
-Allocating £250 million Scientific and TechnologicEducation (Investment) Fund (1997)

6.6.3 O-1BS. FIEK-I11 (1999-2003)
FIEK-brand promotions since 1999, i.e. FIEK-P (lllfTable 68) have been

strengthened by the activities that FIEK-brand pyboms during phase | and Il were
developing, and were extended for new initiatives2000s. The IFSC Clearing House
Group under the aegis of the Department of theskaaih directed the consultative process
supporting the Government’'s IFSC-brand Strategyetv vision for IFSC in 2000s was
published after a seminar. A Group of public sectpresentatives was established to
provide continuity in policy-making for the intetm@nal financial services sector. The
DDDA worked to implement its Development Strategygr faccommodation and
infrastructure for international financial servidesthe Docklands area and enhanced the
area with cultural and leisure amenities. The Depant of the Taoiseach and the Financial
Services Industry Association (‘the FSIA’) jointpmmissioned a feasibility study into the
establishment of a dedicated training facility withks to IFSC companies. Industry
associations took the lead role in the trainingaatedustry representatives and education
providers promoted the IFSC as a career option. DBE¥A initiated a school-job
placement programme. This programme also proviégedemployees with evening classes
in foundation skills in financial services develdpey the DDDA and employers. For the
National College of Ireland to move into its propdDocklands Campus, the Government
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allocated £7m. The DDDA allocated a site for itsvrremises in the 12-acre extension of
the IFSC. A number of measures were implementdchewith the Government Action
Plan on Implementing the Information Society inldr&l. The 12.5% corporation tax
regime was set up. The Revenue Commissioners hanenged to work to expand
Ireland’s tax treaty network worldwide.

IDA Ireland developed marketing plans in consuttatiwith the IFSC Working
Groups and implemented marketing plans for the I88€&ors. Sectoral specialists were
nominated within the IDA to market the banking aneasury, funds, life insurance and
non-life insurance sectors. The IDA identified avngerformance measurement system to
replace IFSC certifications and job number committee The approval process for
companies locating in the IFSC involved variousestagencies. Licensing and tax approval
involved IDA Ireland and certification involved thesh Central Bank and Department of
Finance. The lead role in the development of padingl co-ordinating future development
involved specialized working groups together witbustry. Policy measures were taken by
the Department of the Taoiseach (Prime Ministehje Tmportance of e-commerce was
also recognised in the IDA marketing plans.

To create knowledge-based industries and achiepsowad levels of productivity and
innovation, the Government in 2000 established ehiielogy Foresight Fund. This was
intended to make Ireland an internationally recegdi centre of research excellence,
particularly in areas of Information and Communima$s Technology (ICT) and
Biotechnology. To administer the Fund, Science Bation Ireland as the National
Foundation for Excellence in Scientific Researcls wabsequently established under the
Forféas legislation. To implement government polcand programmes, the IDA focused
on regional development promotion, balancing thepeting requirements of international
business and the needs of regional locations, aoll &account of the strengths and
resources of each region. To ensure that Irishdhesof global companies continued to
add substantially to the value chain within themrporate entities and respond to the
changing competitiveness features of the Irish econ IDA created development
programmes encouraging enterpises to systematinadlye up through the value chain,
embedding themselves more firmly in the Irish ecopo The IDA became actively
involved in promoting and supporting many of theelepments of e-Business initiatives
(e.g. ‘Global Crossing’) and started a major prdomal drive to bring leading
international companies into Ireland to establistirte-Business services for Europe.

The IDA put effort into identifying and building ches in which Ireland could be a
leader. Convinced that the single most importantrdautor to build strong clusters would
be the level of world-class innovation arising it the strengthening links between
business and third level education and other rekeeentres in the country, the IDA
collaborated with Science Foundation Irefdrehd Enterprise Ireland. These agencies built

7t is established as the National Foundation fazeience in Scientific Research under the Forfaslgpn in 2000
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strong partnerships and collaboration between tnguand universities, undertaking
together substantial R&D, be it in product, pro¢casghnology or the management of
innovation, and work to a common strategy in theldB (e.g. digital media sector,
communications management software) to facilitegksg out new niches of business in
which Ireland could be a leader. Coordination ef itdustrial development agencies was a
core function of Forfas, which was achieved by apenal consistency through a number
of mechanisms, including the Board of Forfas arel Ititer-Agency Planning Managers’
Group.

Awareness campaigns were continued to distribute rkessages to the enterprise
sector using the medium of advertising. In addititrey were extended into a national
campaign using both print and national radio. Tamgaigns also were continued with a
wide range of other information initiatives, incing stands at exhibitions and conferences,
presentations at meetings and seminars, as wékrdling a large number of queries on
the campaign’s helpline for business. The Natiddlalls Awareness Campaign was co-
ordinated by a Management Committee composed akseptatives of IDA Ireland,
Enterprise Ireland, FAS (Ireland's National Tragimnd Employment Authority)’s
education division and private industry. The Nagiloimnovation Conference, organised by
Forfas, was held to investigate how to leverageatouigy for competitive advantage at all
points in the business value chain and to makecypokcommendations that would, if
implemented, help add value in all sectors of gcie

Table 68 FIEK Promotions since 1999: FIEK-P (lI1)

-Developing Dublin’s IFSC

:Providing continuity to policy-making for the imteational financial services sector

:Enhancing cultural and leisure amenities; initigteducation linkage programmes
:Commissioning a feasibility study for training figtg with links to IFSC companies

:Allocating finance for education facility; applygri2.5% corporation tax regime

:Developing marketing plan

-Positioning Ireland as world centre of researatei&nce

:Establishing Technology Foresight Fund (2000)eB8cé Foundation Irelar(@000); MIT Media Lab
Europe (2000)

:Enhancing a new alliance between the arts anddieaces

:SFI funding programmes, e.g. SFI Fellows, SFI stigator Programme Grants, Campus Industry
Partnerships, SFI Workshop and Conference Grantl(

:Strengthening the implementation of strategicglegiractices in industry (2002)

:Creating enterprise development programmes farevahain

:Promoting and supporting the development of esmss initiatives for foreign enterprises
:Building a cluster by networks between busindssgd tevel education and other research centres
-Awareness Campaigns

:The EMU Business Awareness Campaign; Science,nbéefly and Innovation Awareness
Programme; The National Skills Awareness Campaign

-The National Innovation Conference; ‘Ask Irelangibsite (1999)
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6.7 SUSTENANCE OF COMPETITIVENESS OF IRELAND

6.7.1 National Development Goal
Economic and Social Devel opment

From 1986 Ireland had a shared national visionebuilding Ireland as a cohesive
society with sustainable employment and competiggs by 1990, accomplishing a self-
sustained development through enterprise innovaitiothe 1990s, and sustaining the
virtuous circle of the achievements in economic aodal inclusion in the 2000s. In line
with national visions, the Government and its do@artners have envisaged Irish
economic and social development goals. Referrindrétand’'s economic performance
(Table 69), GDP growth over the period of 1987 990 reached nearly 5 per cent and in
2000-2003 maintained a similar level. Over the querof 1994 to 2000, in particular,
Ireland accomplished substantial growth not onlye@onomic performance but also in
social development related to overall employmeut @memploymentGNP and GDP both
grew by 8 to 9 per ceniccording to the OECD, Ireland’s employment expansn 1994-
99 highlighted the extremely favourable contextreducing unemployment, poverty and
social exclusion. The Government’s target of ape0cent unemployment rate by end-year
2000 was achieved within a year of its adoption $8E1999; Department of Enterprise,
Trade and Employment, 1998).

Table 69 Ireland economic and social developme3g712003

1981-86 1987-90 1991-93 1994-2000 2000-20083
(AveragS':rTnual %) 0.1 4.9 22 9.0 6.3
(AverageD:nnual %) 2.1 5.5 2.8 8.4 5.4
(Avgggff::l:]; %) -13 15 0.6 5.1 2.9
e 15.9 155 o5 43

(Source: NDP2000-2006; Central Statistical Off2@06; Burnham, 2003; OECD, 2001; NESC, 1999)

Human Development Value

In 1986, Ireland established a shared nationalowisef rebuilding Ireland as a
cohesive society with sustainable employment groavth competitiveness. Based on that
shared vision, Ireland’s branding was pursueg@dsition Ireland to enter a virtuous circle
for economic and social inclusion within Ireland.ithVits strong belief accomplishing
social development and cohesiveness along withagemncompetitiveness, Ireland was
nominated as the place with the best ‘quality f& I{Economist Intelligence Unit, 2004).
According to the Human Development Index (2005glaind has been increasingly
sustaining a high Human Development Value (Fig. 2®8Jand has been progressive in
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achieving long and healthy lives, knowledge, amntteent standard of living for its people.
Compared to the values of USA, Ireland in 1970s H980s remained at a relatively low
level. However, since the 1990s Ireland has gromehia 2003 reached the level of well-
being of USA.

Fig. 25 Human development value: Ireland (1975-2003
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(Source: Human Development Report, HDI 2005)

6.7.2 Project-based Goal Achievement
FDI Competitiveness

From 1987, Ireland put the emphasis on the bramadl @facreating and developing the
IFSC in Dublin’s Docks Area, and the results preddreland with abundant economic
competitiveness over the short-term period of FIEKhrough the second phase of FIEK-
branding, the IFSC-brand project was developed r&filed by accounting for brand
attraction. From 1999, the IFSC became highliglatethe brand differentiator representing
Ireland, which was demonstrated through the empémyrtevels in the IFSC. As Ireland’s
economic hub, the IFSC in 2003 became a focal pemtbmpassing 450 international
financial institutions with around 16,000 employeespecially working in the funds and
asset industries (42%), banking (37%) and insuréat®). According to figures from the
European funds industry association (FEFSI) (Tallg about the top ten leading funds
centres in Europe, Ireland’s growth rate amountsXger cent of the total net asset value
of authorized funds business, which surpassed uhepgan average of 12 per cent.
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Table 70 Net assets of European investment furdissiny (Dec. 2003)

Net asset value(€ bn) Market Share (%) Year on Y eahange
France 1,008.0 21.2 +13.1
Luxembourg 953.3 20.1 +12.9
Germany 822.0 17.3 +9.5
UK 418.8 8.8 +13.1
Italy 393.4 8.3 +5.7
Ireland 361.7 7.6 +19.0
Spain 204.9 4.3 +18.6
Netherlands 93.2 2.0 -
Austria 92.1 1.9 +7.3
Belgium 83.5 1.8 +8.2

(Source: FEFSI, 2003)

Ireland has attracted inward investment in pursafit enterprise development.
Enterprise sectors encompassing indigenous andea®ifirms were highlighted as the
primary source driving Ireland’s competitivenesdiiakn was connected to reinforcing
enterprise development promotion integrating FOdnpotion into industry development
promotion. In terms of enterprise competitivendsd tepresents competitive advantage by
the enterprise sector, according to a Forfas repome 298,000 Irish jobs by 2003 were in
companies supported by the enterprise developngartcées, increasing from 217,500 in
1993. In particular, foreign-owned enterprises uged more than 50 per cent full-time
jobs and employed more than 100 people within @.fim sales and export volume,
foreign-owned enterprises accounted for a high gntogm of the total volume. Over the
same period, employment in the entire economy as@é from 1.2 million to
approximately 1.8 million.

Table 71 Agency-supported firms in manufacturing amernationally-traded services

Total Indigenous Foreign-owned
Number of firms 8,663 7,390 1,273
Number of full-time employees 297,549 147,895 9,684
Average number of employees per firm 34 20 118
Sales (€m) (2002) 99,341 23,588 75,753
Exports (€m) (2002) 78,803 8,785 70,018

(Source: Forfas, 2004; Forfas Surveys, 2003)

Given the increase in competitiveness resultingmfrattracting inward direct
investment (i.e. FDI development level), Irelanachtooued to have a high stock of inward
FDI relative to GDP (Fig. 26). The stock of inwafdreign Direct Investment (FDI) in
Ireland by 2004 was equivalent to 126 per cenhefGDP (or approximately 158 per cent
of GNP) — higher than any other country benchmakkad at considerable distance ahead
of second-placed Netherlands (75 percent of the \GDRe IFSC FDI stock comprised

158



around 40 per cent of the total FDI stock (Bar§p2, CSO, 2003). According to the
degree of transnationality of host countries, whrefflects both the total activity of
transnational corporations (TNCs) and the expansfoRDI stock in the host country, in
2003 Ireland has achieved the highest positioh@snost transnationalized country among
the developed countries (UNCTAD, 2006:11).

Fig. 26 Foreign Direct Investment Inward Stock (P#&®P), 1990-2004
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(Source: Forfas and Natidbampetitivenss Council, 2006; UNCTAD, 2006)

6.7.3 Nation Brand Equity
Product Attribute-based Equity

Enterprise competitiveness on the basis of indalsprioducts from Ireland evolved
along with FDI market. Electronics and pharmacelsichealthcare were the main sectors
in the 1970s. In the early 1990s, financial sevicgoftware and specialized components
started to change Irish industry. By the end of 890s along with brand vision,
knowledge-based products from Information and Comgation Technologies (ICT)
sector were highlighted as the main source of coithgeidentities. In particular, the three
industries of chemicals, office machinery and cotepservices were heavily dominated
by foreign-owned enterprises (ACR, 2004:87). Tugrio employment performance based
on industry sector, total employment growth conédnthe strong growth in Irish
competitiveness (Table 72).

159



Table 72 Total employment by sectors

Sector 1972 1992 1999 2000 2001 2002 2003
ICT - - 45,651 52,624 46,513 43,660 41,459
Pharmaceuticals,
healthcare, 5,592 12,083 17,045 17,856 18,587 18,996 19,463
Chemicals
Electonicsand | g 645 | 39951| 17556| 1811 17,699 16,622 15435
Engineering
Miscellaneous - - 12,153 11,739 10,638 9,964 9,242
International and | - : 33,794 | 40,788| 42,845 42,762 43394
Financial Services
Total - - 126,199| 141,125 136,277 132,004 128,993
Note. For comparative measure, other sectors i@ 38d 1992 are excluded.

(Source: IDA Annual Reports, 1992-2003)

Ireland has made great efforts to attract FDI @miggs, in particular targeting the US,
Europe and the Far East. The US market has beegprithary source for continuing new
greenfield investment projects and expanding kndgdebased industries. European
markets also have been targetted with a custommzadeting strategy in line with Irish
interests and needs. While the US and Europe nsaheate traditionally always been well
served, the Irish Government has more recently ppecial attention to the Far East
market, especially Japan. In 1992, overseas emespncluded 371 from the US, which in
2003 increased to 489 companies with about 90,60flayees (Table 73).

Table 73 Origins of IDA supported companies

Origin No. of companies Total employment
1986 2003 2003
us 77 489 89,158
Germany 31? 149 11,394
UK 33 118 8,086
Rest of Europe 29 214 15,602
Asia Pacific (Far East) 3 44 2,937
Rest of the World 7 40 1,816
Total 180 1,054 128,993
Note? means West Germany

(Source: IDA Annual reports, 1986; 2003)

Ireland Brand Perception

Ireland has positioned itself as a competitive tiocafor FDI. In particular, Ireland’s
innovative and knowledge-based image stands oint@rnational research. Demos, the
independent UK-based think tank, has referreddfamd as the most creative nation with
significant growth in its creative occupations arsdunderlying creative capabilities since
1995. IMD reported that one of the reasons why smyrcompanies choose Ireland was
because of its unique workforce — Ireland had dnén@ youngest populations in Europe
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with over 36% under the age of 25 years. Moreoleh) people’s flexibility and agility
(i.e. the Irish Mind) were reflected in the workier according to the report, which was
recognized as the most unique Irish competencycaged with Ireland brand.

Table 74 Flexibility and adaptability of the Irifleople

Ireland 8.3
USA 7.43
Portugal 6.92
Netherlands 6.86
UK 6.60
Spain 6.21
Czech Republic 6.20
Germany 5.56
Japan 5.53
Hungary 4.87
France 3.85

(Source: Adapted from IMD World Competitiveness Mk 2003; 2007)

6.8 CONCLUSIONS

Ireland-branding mechanisms based on a nation-bsystiem, i.e. FIEK, have
encompassed branding actors and activities that haen aligned with Ireland’s national
strategic direction, and have influenced Irelarsdistainable competitiveness.

Over the period of FIEK-I (1987-1990), the NESC lgpad the existence of a
virtuous circle in Irish economic and social deysient on the one hand and the
possibility of a ‘life-cycle’ effect within succeis® generations of foreign enterprises
established in Ireland on the other. In 1986, teSN established a national vision of
rebuilding Ireland as a cohesive society with dnatde employment growth and
competitiveness. Considering the shared natiosabvj the Prime Minister decided on the
FIEK-brand vision to create the IFSC in Dublin. Amang an increased level of
investment commitments of overseas companies fhenUtS and the Far East market and
considering the brand vision, the Government asdsacial partners set the FIEK-brand
goal, aiming to achieve a certain number of jolveugh FDI promotion in industry and in
the IFSC. Confronted with a national fiscal crif#R (1987-1990) amounted to a national
development strategy, primarily focusing on stabilj the national economic condition on
the one hand and, based on sectoral approachylatitig the Ireland-brand strategy to
create the IFSC in Dublin on the other. The FIEKHa strategy, in terms of promoting
FDI and industry development, has been operatedgawith government policies, in
particular, restructuring the international finalcservices industry and the FDI market.
Place development and marketing practices werelynaommsidered. To communicate the
IFSC brand, the Prime Minister and the Governmewaik tthe initiative in attracting
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potential investors worldwide and strengthening ¢imegoing relations with the target
markets. Ireland over the period accomplished smisi growth not only in economic
performance but also in social development relatedverall employmentThe IFSC-
brand has been developed, accounting for its ba#tractiveness.

In the 1990s, the NESC analyzed the high rate efnployment and the necessity of
securing a high rate of economic growth as a sp@ntployment growth. On the basis of
the preliminary analysis regarding the enterprisetbpment of Ireland, the NESC
articulated a national vision of building a selstining development for competitiveness
and employment growth in the medium to long-rund amvisaged a brand vision
sustaining a long-run competitiveness through ents innovation. Particularly
elucidating the inter-relations between/among tr&d® trends, Irish competitiveness and
competition for FDI promotion between European d¢oas, and considering the brand
vision, the Government and its social partnergisetspecific goal of attracting FDI for a
certain number of jobs. In 1996, Forfas presentdmamd goal of aiming to reduce the
unemployment rate, to increase living standards tangiise the quality of life of all of
those living in Ireland. Reflecting the nationavdlmpment programmes and brand goals,
Forfas contemplated the FIEK-brand strategy forymachic and competitive enterprise.
The IFSC-brand strategy was concretized by creatamg attractive and efficient
infrastructure, establishing a competitive and Istddusiness environment and promoting
the development of new business. In line with trent strategy based on the IFSC-brand,
Dublin’s IFSC project was reinforced by providiraxation benefits for IFSC companies,
strengthening cultural attractions and social irdBgn for place development and
reinforcing international marketing. In generalERtbrand promotion during this period
was undertaken for intensive promotion with these®g base of overseas enterprises. The
computer manufacturers and ICT industries werecsadefor their brand attraction. A
special fund for science and technology developmeas allocated. To attract FDI
enterprises based on knowledge intensive and higluexadded products, brand
communication was concentrated on the existing teRjet market. Forfas, in conjunction
with the Government, deployed communication prognas. Over the 1990s, with a
significant economic and social development, th8Qfrand has been refined. Ireland
became one of the countries to be competitivetracitng FDI.

Considering the preliminary analysis regarding ketthnological change worldwide
and the necessity of transforming Ireland into @wedge-based society, the NESC
envisaged a new vision of Ireland sustaining theuwsus circle of achievements in
economic and social inclusion in the 2000s, anctedjito the brand vision positioning
Ireland as a World Centre of Research Excellensedan enterprise competitiveness and
social partnerships. The IFSC has been analyzédtegzimary driver to improve Ireland’s
competitiveness. In line with the national visidhe Department of the Taoiseach has
invigorated the brand vision maximizing the IFSG#m. Analyzing the global market
environment and technological change, Forfas hgshasized that increased productivity
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would be the fundamental basis for sustainable etngeness. In line with the objective
of increasing productivity, Forfas has set the Oragoal to establish an enterprise
environment for foreign companies’ value-addedvétets and to create additional higher
value-added jobs in the internationally-traded @e¢manufacturing and internationally
traded services). Considering the brand vision tedlong-term viability of the IFSC-
brand, the Department of the Taoiseach formuldtedbtand goal of building the positive
“image” of the IFSC and promoting Ireland as afficial services location. Presenting the
enterprise promotion strategy in ‘Enterprise 201Bgrfds emphasized the need to
strengthen the existing base of FDI projects ihairé as a source of sustainability. The
IFSC-brand strategy over the period was developedcdnsolidate the ‘IFSC and
Docklands’ brand images, positioning Ireland as arldvclass hub for international
financial services. In particular, it was strengib@ by educational linkage programmes,
funding allocations for an education facility, spp¢dax benefits, and marketing practices.
To create knowledge-based industries and achievenproved level of productivity and
innovation, IDA Ireland helped to strengthen th&k$ between business and third level
education and other research centres in the cquatiy collaborated with both Science
Foundation Ireland and Enterprise Ireland. Thesneags built strong partnerships and
collaboration between industry and universitiesfdoilitate seeking out new business
niches in which Ireland can be a leader. Forfasrdinated these agencies. Brand
communication was maintained by awareness programame national conferences.
Throughout the periods of FIEK, the IFSC has beevelbped and refined by accounting
for brand attraction. Encompassing the successaduyztivity output and inflow levels in
foreign-owned enterprises, Ireland has built a t&pon in its FDI competitiveness based
on the Irish competency. Knowledge-based productsnfthe Information and
Communication Technologies (ICT) sector were higjited as the main competitive
identities for FDI markets. Along with positionintself as the competitive location for
investment in Europe, Ireland has been nominatednas of the places with the best
‘quality of life’, increasingly sustaining humanw#opment value.
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CHAPTER 7 ANALYSING PERFORMANCE IN KOREA
AND IRELAND BRANDING

7.1 PERFORMANCE IN NATION BRANDING

This research focuses on developing a model thplaims the relevance between
nation branding and the sustainable competitivenésstions. The study is based on the
‘Nation-Branding Mechanism Model (NB-MM)’ as a reseh model described in Chapter
3. The NB-MM highlights how a nation sustains itampetitiveness by nation branding
through a mechanism-based process approach. licypart it provides the criteria for
performance in nation branding (Table 75), exptagrk sequence of brand behaviours (i.e.
branding actors and activities) that contextuaket place within a nation-branding system
and that influence the sustainable competitiversdseations (see respective phases in
section 3.2).

Table 75 The criteria for performance in nationnoliag

Branding Activities

Branding Actors

Phase | Analysmg natlonalll reSOl.Jr.CGS and environment - Nation leader
Creating a Developing a national vision - Government
Nation-Brand Vision | Taking a top-down or bottom-up approach - Socialsystem
(C-NBV) Creating a nation-brand vision
Phase Il Reflecting a nation-brand vision .
Setting a Analyzing branding resources and environment - Planning group
) - Social system
Nation-Brand Goal Setti tion-brand |
etting a nation-brand goa
(S-NBG) 9 9
Phase llI Reflecting a nation-brand goal

Developing a
Nation-Brand Strategy

Identifying national strategy or development siggte

Crafting brand positioning

- Nation leader
- Government
- Socialsystem

(D-NBS)
Developing a nation-brand strategy
Phase IV Identifying and developing brand identities
Operating a - Nation leader
; - Governments
Nation-Brand Strategy| communicating brand identities to the segmentegetar - Stakeholders
(O-NBS)

Outcomes

National Developmen

Economic & social development

Goal Human development value

Sustenance of :
. . Tourism,
Competitiveness PrOJect.-based Product_l!ne—based Export, }
) Goal Achievement | Competitiveness
of a Nation FDI

Product attribute-based equity

Nation Brand Equity

Nation brand perception
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To explore the complexity and uncertainty of natimanding, a case study was
executed to collect data for comparison. Two caga® selected: Korea and Ireland. For
case study, a triangulation approach to collecengpirical evidences was applied. By
collecting data from multiple sources, each caselleen initially explored and examined
in Chapter 5 and 6.

The ‘Nation-Branding Mechanism Model' encompassesystematic and dynamic
process between contextual parts (i.e. brandingraend activities) that are involved in
nation branding. As articulated in section 4.2, magearch compared the nation-branding
process with that of other nations in order to tdgmation-specific branding mechanisms,
to identify the relevant contextual patterns inioxabranding process, and to identify
similarities and differences in generating a natoanding process.

This research explains contexts of the phaseséan‘Nation-Branding Mechanism
Model.” We further analyse cross-case patterns éatvbranding of Korea and Ireland.

7.1.1 CREATING A NATION-BRAND VISION (C-NBV)

To promise a nation’s truths and deliver itselagtsactive to national or international
communities, a nation-brand vision (NBV) needséadefined as all countries differ. NBV
is closely linked to the national vision and isatesl through the strategic analysis of
national resources and environment. Branding aei@$nvolved. Through branding actors
and their activities, a nation’s brand vision pdo®s a yardstick of where a nation would
like to be in the future.

Korea’s brand vision (KBV) and Ireland’s brand waisi(IBV) have been created with
specific characterisitcs (Table 76). Korea andahdl have each analysed national
economic and social development conditions, pderbufocusing on current national
difficulties and resources for competitive advaeta@gt the same time, they have analysed
international market forces and major trends, axuketed to seize opportunities in the
competitive markets exploiting their own nationalices of advantage. Based upon these
analyses, both countries have developed nationsions, particularly focusing on
sustainable economic and social developments fer Kbrean and Irish peoples. To
achieve their national visions, Korea has createation-brand visions building
‘Industrialized Korea based on Export first Pridelgduring ESTI-I, ‘Industrialized Korea
based on Heavy and Chemical industries and Expst Principle’ in ESTI-Il, and
‘Science and Technology-advanced Korea through paitik and Segyehwa’ for ESTI-
lll. Ireland has envisaged nation-brand visionslding ‘Ireland as the world’'s leading
international financial services hub’ during FIEK-fIreland sustaining long-run
competitiveness through enterprise innovation’ ikK=Il, and ‘lreland as the World
Centre of Research Excellence with IFSC competeiocdIEK-III.
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Table 76 Creating a nation-brand vision: Korea-traisions and Ireland-brand visions

Branding Korea Ireland
Activities ESTI-I ESTI-II ESTI-NI FIEK-I FIEK-II FIEK-II
-Economic -National -Market- -Vicious -The highest -ICTs and
Dependence | defence based circle of unemployment| biotechnology
-National -International | economy economy rate as the key
. market boom | -Needs -Competitive . dri
security by HCls balancing industry by -Enterprise as rivers
Analvsin -Advantage social and overseas the main -IFSC as the
Nati{)na? source of the economic companies driver primary source
Resources g| diigent and development | -The of national of Ireland’s
. motivated -Techn(_)logy F"?Ss'b"'ty ?f competitive- competitive-
Environment revolution a 'life-cycle
people effect by ness ness
foreign -Industry
enterprises development
in Ireland by foreign
enterprise
-Industrialized | Acomplishing | -Establishing | -Rebuilding -Building a -Sustaining the
Korea on the | ‘Jarip- and Ireland as a | self-sustained | virtuous circle
‘?:rsié)s of Se%?ngje as %ﬁ?gmmg cohesive development | of
Developing a Gyongje’ supportive Sungjang’ society with | for achievements
National -Complete economic sustainable competitive- in economic
Vision ‘Jarip- system employment | ness and and social
(f]yonglle’ by growth and | employment inclusions in
the early .
1980s competitive growth 2000s
ness
-Industrialized | -Industrialized | -Science and | -Ireland as -Ireland -Ireland as the
Creating a Korea based | Koreabased | Technology- | the world’'s | sustaining World Centre
. g on Export on He_avy and) advanced leading long-run of Research
Nation- first Chemical Korea . ional . I
Brand Principle Industries -Nordpolitik international | competitive- Excellence
Vision and -Segyehwa financial ness through | -Sustaining
Export first services hub | enterprise IFSC Brand
Principle innovation

Nation brand vision (NBV) refers to a desired fetdior the people and characterizes

strategic visions that are catagorised by informsthred, competitive, innovative and
enabling visions. When President Park and his Gouent in the ESTI-I period created
Korea-Brand Vision building ‘Industrialized Koreaded on Export first Principle,’” the
principle in picturing the brand vision was foundedbuilding a new Korea for the Korean
people. The Korea-Brand Vision was created withewheined insight and through
informed decisions by the national leader and véttategic analysis by the Korean
Government. When the IFSC-brand project in 1987 wiasted, the Prime Minister
envisaged the Ireland-Brand Vision as rebuildinglaind as the world’'s leading

international financial services hub. The Irelamddd vision based on the IFSC-brand

project has proved that the national leader hasflghput the emphasis on attracting the
talented and young Irish people who previously eatefl and on taking a competitive
position in the international financial servicesrked through taking informed decisions.
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With an informed vision, the Korea-Brand Vision ate Ireland-Brand Vision are
distinguished by competitive and innovative visiawtinually aiming for new ways to
gain competitive advantage. Over the periods of IEB8dnding, Korea has put the
emphasis on promoting ‘Industrialized Korea' basedthe ‘Export first Principle’ and
‘Science and Technology-based industries,” whichifeats environment-creating brand
visions that build competitiveness in global maskéthe Ireland-Brand Vision (IBV) in
building the IFSC, a specific branding project, pasvided economic competitiveness for
Ireland over a short period (FIEK-1). From FIEK-IBV has guided Ireland to building
national competitiveness with enterprise develogntenough innovation. During the
FIEK-III period, IBV envisioned Ireland as a sus&d nation with long-run
competitiveness through knowledge-based enterpaisg$ndustries.

Nation brand visions are now compared in two natithrat have shared and enabling
visions. Korea branding during ESTI-I was startathva determined belief in building a
new Korea. The President and Government took theatige in envisioning an
‘Industrialized Korea based on Export first Prideipin particular, President Park initiated
the development of the principles of ‘Export Firatid ‘Industrialization’ for the Korean
People and led Korea-branding with his future-fadvantuition and optimistic spirit. A
top-down approach based on the national leadeGaweérnment was continued in creating
the Korea-Brand Visions during the ESTI periods.akehile, Ireland Branding took a
bottom-up approach. The NESC, which was organizethé Government leader and its
social partners (i.e. representatives of trade nmie@mployers, farmers' organisations,
NGOs, key government departments and independguertsx has since 1973 taken the
primary role in analysing Ireland’s economic andigbdevelopments, and building both
national visions and brand visions. Based on anwishared by the NESC, the Prime
Minister and the Government, during the FIEK-I aidished the IFSC-brand vision. Since
FIEK-II, Forfas has supported the Ireland-Brandidfis Over the period of FIEK-III, the
Ireland-Brand Vision was created by the concertifdrte of the NESC, Forfas and the
Department of the Taoiseach.

With the characteristics of strategic visions (Eabf7), Korea and Ireland
distinguished coherent nation-brand visions basetbp-down or bottom-up approaches.
These were upheld and strengthened from the begjrofi the branding process, despite
different governments. Korea and Ireland createshdbrvisions that were closely aligned
with their national visions.
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Table 77 The characteristics of strategic natiaanbrvisions in Korea and Ireland

Creation of Korea-Brand Visions Creation of Ireland+Btd/isions
ESTI-I ESTI-II ESTI-III FIEK-I FIEK-II FIEK-III
Taking Top-down Top-down Top-down Bottom-up Bottom-up by| Bottom-up by
top-down or by _ by . by _ by the NESC, the NESC,
bottom-up the President| the President] the President the N.ESC Forfas & Forfas, ICSTI &
approach & & & & Prime Department Department
Government | Government| Government Minister of Taoiseach of Taoiseach
Shared, Shared, Shared,
Types of a Informed, Informed, Informed, informed, enabling, enabling,
nation-brand | competitive, | competitive, | competitive, competitive, informed, informed,
vision innovative innovative innovative innovative competitive, competitive,
innovative innovative

7.1.2 SETTING A NATION-BRAND GOAL (SNBG)

Setting a nation-brand goal (S-NBG) is consideredbe a contextual phase
influencing the sustainable competitiveness of amati In line with the environment-
creating mechanism and the nation-branding contiegtnation-brand goal (NBG) is set by
reflecting a nation-brand vision. To set up a nmatioand goal, it is necessary to analyse
national resources and the external environmeata@lto branding. Branding actors play
active roles to decide targeted goals anticipaingtion’s future change.

Korea-brand goals (Table 78) and Ireland-brandsy0Ehble 79) were developed by
reflecting nation brand visions and analysing matloresources and the external
environment related to branding. The Korea-brargiowi (KBV) over ESTI-I has been
described as building an ‘Industrialized Korea ldasa Export first Principle.” National
branding resources have been analysed with industignce and technology development,
export products. Simultaneously, the branding emvitent has been investigated in terms
of dependency on US and Japan markets, induséithBzonomies’ market expansions and
international trade volumes, which have providedspects with market opportunities
through the expansion of secondary industries amghravement of enterprises’
competitiveness in international markets. In respdcthe brand vision and strategic
analysis of branding resources and environmenthtaeding objective of building ‘Export
Korea’ has been articulated. In particular, braodlgeflects the export goal of targeting a
certain export volume and developing export proslbgtthe secondary industries. Coming
to ESTI-II, in line with the brand vision of the ilding Korea on the basis of ‘Heavy and
Chemical Industrialization’ along with ‘Export firdPrinciple’, the market trend with
intensive technology and high value-added indusstiaicture and market competition in
HCls have been mainly considered to be branding@mwent and resources. The Korea-
brand goal (KBG) focused on accelerating ‘Exportrdé&d along with the strategic
expansion of the HCIs’' development. Nation brandiori of building ‘Science and
Technology-advanced Korea in 2000s’ has been bobdsteanalysing the contribution of
science and technology to Korea’'s economic growththe neccessity to promote science
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and technology-based industry development. BasetdeoKorea-brand vision and analysis,
the Korea-brand goal during ESTI-lIl was articuthtéor speeding up science and
technology-led HCIs and developing science and n@dgy-intensive industries for
Export Korea, particularly aiming to accomplish i&@we and Technology-advanced
Korea’ by ranking in the world top ten by the y2800 and aiming to be a world leader in
high-technology products.

Table 78 Setting Korea-brand goals

Reflecting a
Nation-Brand | -Building ‘Industrialized Korea based on ExporsfiPrinciple’
Vision
-Poor endowment of natural resources
-Small sized domestic market
-Low enterprises competency
-Low investment for R&D
Analysing -Primary industry as main export products
Branding -High dependence on Japan markets
ESTI-| Resources and -The world industrialized economies’ market expansi
Environment | (from USA into Western Europe)
-International trade volume enlargement
-The possibility of expansion of the secondary stdu
(mining and manufacturing sectors) and improverméenterprises’
competitiveness in the international markets
-Building Export Korea
Setting a :Export goal counting an average amount of US $tdi®on during the first
Nation-Brand | FYP
Goal :In 1966 export products replaced by the seconithalystry up to 57 per cen
instead of the primary one
ESTI- Re_flectmg a -‘Industrialized Korea based on Heavy and Cheniicdlistries and
I Nation-Brand Export first Principle’
Vision
-Market share as per product and country categories
-Market demands on existing and new products
-Competitive nations; importing nations
Analysing -Export dependence on USA and Japan markets
Branding -World trading environment

Resources and -World industry structure

Environment | -Newly Industrialized Countries (NICs) affectinghtit industry market and
intensifying market competition in HCls

-Possibilities to exploit new markets such as Chitestern Europe, Central
and South America, and Africa
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-Establishing HCIs and accelerating Export Korea
:Manufacturing sector in the secondary industtpigicrease up to 133.2per

Nasti(:)trt:-nl?:gr:nd cent and HClIs will constitute 40.5 per cent of mfanturing sector in 1976
Goal :Long-term export goals indicating that manufactgrsector for export
targeted 28.4 per cent compared to other sectar$1&€1s products in
manufacturing sector considered 51.5 per centdmivt972 and 1976
Reflecting a
Nation-Brand | -Science and technology-advanced Korea
Vision
-Export competition getting intensified
-Industrialized nations in 1980s will increase intpgmount in
Analysing manufacturing products
Branding -Necessity of enlarging export market and reinfogaexport market share

ESTI- | Resources and through qualified manufacturing products
i Environment | -Investment in science and technology
-Necessity to accelerate to develop technologybashistries and to
concentrate on industrial restructuring
-Accelerating technology-led HCIs and developirghtelogy-intensive

Setting a industries for Export Korea
Nation-Brand | :Accomplishing ‘Science and Technology-advancedeébby ranking as the
Goal world top ten by the year 2000. In particulargtding to position as a world

leader in high-technology products

Ireland-brand goals have been built by reflectimg tountry’s nation-brand visions.
The Ireland-brand vision (IBV) over the FIEK-I pedi was focused on rebuilding Ireland
to become a world’s international financial servioegb. In line with IBV, preliminary
analysis of national sources of competitive advgmtaere done by the NESC and market
opportunities in expanding FDI promotion from thé& dnd the Far East market were
analysed. Expecting a combined approach (i.e. &inBtion) to integrating FDI promotion
into Ireland’s industry development promotion (Ifg IFSC branding project was targeted
as the Ireland-brand goal for FIEK-I. Coming to #l&K-Il period, Ireland established a
brand vision sustaining long-run competitivenessough enterprise and innovation.
Believing that trade had been increasingly linkedDI and that FDI promotion would be
very competitive within European economies, Fonféssted on establishing an innovative
and competitive enterprise sector by integratirghiowned and foreign-owned enterprises
into a concept of an enterprise sector. Aimingetuce the unemployment rate, to increase
living standards and to raise the quality of lifeatl of those living in Ireland, Forfas
presented a long-term framework for enterprise ldgwveent promotion over the following
fifteen years. During FIEK-III, Ireland preserved@neral brand vision positioning Ireland
as a Knowledge-based Society based on the WorldréCeh Research Excellence and a
specific vision maximizing the level of the susthie IFSC brand in Ireland. In line with
the Ireland-brand vision, Forfas believed that glotonditions for technological change
(especially the ICT sector) would significantlyexdt the Irish economy, and considered e-
business to be a main driver for Fl promotion aatiomal economic development. In line
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with enterprise competitiveness, Forfas highlighteat productivity in the foreign-owned
manufacturing sector had underpinned the competiéss of the entire industry segment
and that sectoral concentration had increasederhither technology sectors over recent
years. Underlining that increased productivity wblde a fundamental basis for the
sustainable competitiveness of enterprises andtétie high-income employment, Forfas
set the Ireland’s brand goals specifying the caomalét that would secure foreign
companies’ value-added activities and creatingtemil higher value-added jobs in the
internationally-traded sector. In particular, tostsin the competitiveness of the IFS
industry in Ireland, the Department of the Taoibeaet up a brand goal to build the
positive “image” of the IFSC, promoting Ireland ashighly desirable world financial
services location.

Table 79 Setting Ireland-brand goals

Reflecting a
Nation-Brand | -Rebuilding Ireland as the world’s leading intefoasl financial services huh
Vision
, -GDP per capita; National Debt; Unemployment ratet emigration
Analysing P . P . POy ! g
. -Comparative advantage in industry
Branding

-International financial service industry
Resources and _ . .
FIEK-I . -Investment projects by new and expanding overseagpanies from the US
Environment
and Far East markets
-Promoting overseas investment (i.e. FDI Promotieitf) industrial

Setting a development promotion (i.e. IP) and integratingnthinto a combined
Nation-Brand | approach for Irish economy
Goal :Creating approximately 16,500 jobs through FDImotion and,
in particular, 7,500 jobs through IFSC project othe next 3-4 years
Reflecting a
Nation-Brand | -lIreland sustaining long-run competitiveness thioagterprise innovation
Vision
-The share of employment in various service caiegan Ireland
Analysing -Available market niches in services sector
Branding -Slow and uncertain progress of Ireland’s main retrk

Resources and -The degree of intensity in market competitionlfish producers
Environment | -Inter-relations between trade and FDI

-Increased competition attracting FDI market

-Establishing sustainable employment and competéivterprise sector
:Inward investment achieving 9,000 gross jobs p@uen on average over
the period of 1990s

‘Halving the present rate of unemployment to apipnaiely 6 per cent by

FIEK-

NaSti?Jtrt\mBgr:nd 2010
Goal :Reducing the number of long-term unemployed fr@w,200 in 1995 to no

more than 50,000 by 2010

:Increasing living standards, in GNP per capitaadbieve average EU-15
levels, compared with 65.2 per cent of the EU-l€rage in 1995
:Raising the quality of life of all of those livirig Ireland
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FIEK-
1l

Reflecting a
Nation-Brand

-Positioning Ireland as a World Centre of Rese&xtellence
-Maximizing competitiveness of IFSC brand

Vision
-Global condition with technological change (espgilCT sector)
. -E-business as main driver for FI promotion andomatl economic
Analysing
. development
Branding

Resources ang
Environment

)

-The sectoral gap between Irish-owned and foreigneal manufacturing
sectors in employment and productivity

-The long-term viability of the IFS industry in laad in transition of tax
regime and political will for development

-Increasing productivity
:Setting up a competitive enterprise environmenfdoeign companies’
value-added activities

Setting a :Creating additional higher value-added jobs inittternationally traded
Nation-Brand | sector (manufacturing and internationally tradexvises) from 310,000 in
Goal 1998 to 400,000 in 2010

-Sustaining competitiveness of IFS industry
:Building the positive “image” of the IFSC and protimg Ireland as a
financial services location

Korea’s and Ireland’s governments have played kdégsrin envisaging brand goals.
In the case of Korea’s branding, the Economic Rian®Board (EPB) fixed Korea-brand
goals with the cooperation of government ministriesoughout the ESTI periods. In
particular, the Ministry of Commerce and Industrifiated the setting of export goals. The
Ministry of Science and Technology — in conjunctieith research institutes and social
partners — created the brand goal during ESTIHéland-brand goals were envisaged
through the concerted efforts of the Governmentienslocial partners. The Department of
the Taoiseach mainly set the IFSC-brand goal. SHEK-II in particular, Forfas has been
actively involved in creating the Ireland-Brand Gad&orea’s and Ireland’s brand goals
have been explained by some quantitative or quiaktaizes and temporal scope.

Table 80 Branding actors in Korea-brand goals (KB@q Ireland-brand goals (IBG)

S-KBG S-IBG

Department of the Taoiseach, government

EPB, government ministries . .
ministries, social partners

Brandin EPB, government ministries (in particular, | Forfas, government ministries, socjal
Actorsg Ministry of Commerce and Industry) partners, Department of the Taoiseach
EPB, government ministries (in particular, | Forfas, Department of the Taoiseacgh,

Ministry of Science and Technology),
social partners

government ministries, social partners
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7.1.3 DEVELOPING A NATION-BRAND STRATEGY (D-NBS)

A nation-brand strategy (NBS) is about the intendedction of brand positioning.
Considering NBS as the guiding light for a courdrgtrategy and direction, developing a
nation-brand strategy (D-NBS) needs to be closklget to the national strategy for
national development. In developing NBS, brandicigis and activities (i.e. how a nation-
brand positioning is crafted and who are involvedhie activities) are important elements.
In particular, through the process of developingS\R is important to define how NBS
maintains consistency with a nation-brand goal anthtional strategy, and how NBS is
developed through restructuring internal resouarekthe external market environment.

Nation brand strategies of both Korea (Table 819l &eland (Table 82) were
embodied in national development strategies andretined by the strategy for ESTI or
FIEK promotions. The Korean Government establidhied-Year Plans (FYPSs) to suit the
national development strategy. Throughout the FYiB8pn brand goals (NBG) in terms of
their three aspects — ‘Export Korea’, ‘Science &cHhmology-advanced Korea’ and
‘Industrialized Korea’ — have been concretized byré@-brand strategies, i.e. strategic
directions for ESTI-brand. During ESTI-I, FYPs wedentified to develop infrastructure
and principal industries for production systemsd @o promote export, science and
technology. Within FYPs, ESTI-brand strategies wengisaged for export and industry
development promotions along with science and telclgy promotion. To achieve the
nation brand goal, the ESTI-brand strategy puteiimphasis on developing infrastructure
and science and technology base for export induwswelopment and for export market
promotion. Coming to ESTI-Il, FYPs invigorated adead industrial development by
focusing on HCls along with expanding the scienod &chnology base and export
promotion. In promoting export, science & techngitgd HCIs promotion was an
important pillar of FYPs. The Korea-brand goal (KB&ver the ESTI-IIl was connected to
develop the Korea-brand strategy by promoting itthaest in science and technology, and
by intensifying science and technology innovatidm.particular, it was to strengthen
enterprise development based on high-tech and laugelbased industrial development
and to promotion economic openness and globalizatbased on export market
diversification and international cooperation. Mwrer, it reinforced growth potentiality
based on science, technology and creativity, expgrekport markets through enterprises’
initiatives and economic cooperation.

Table 81 Developing Korea-brand strategies (D-KBS)

: -Building Export Korea
Reflecting a :Export goal counting an average amount of US $i#i6mduring the first
ESTI-I | Nation-Brand .FYFIJD g g g g
Goal .
:In 1966 export products replaced by the seconihaiystry up to 57 per cent
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The first FYP (1962-1966)
-Building infrastructure for expansion of socialeokiead capital

Identifyin . . . .
Naticf))l;alg -Developing principal sectors for energy sourceshsas electric power chemical
-Improving trade balance by promoting export
Strategy or . .
-Promoting science and technology
Development
Strate The second FYP (1967-1971)
o -Developing production system for chemical, staat] engineering industry
-Improving trade balance by export expansion ambimsubstitution
-Promoting science and technology
-Putting the first priority on building export pradion with industr
Crafting g p y g exportp y
development.
Brand Science and technolo romotion is upholdingraglement to export and
Positioning P P 9 P

industry promotions

ESTI-brand strategy (1)

Establishing a base of export industry

Developing a | -Strengthening to exploit export markets

Nation-Brand | -Expanding the science and technology-oriented humsources
Strategy -Promoting collaborative relationships with foreigstitutions

Establishing the infrastructure for industrialinat

Developing export-promotion industries

Setting up HCls and speeding up Export Korea
:Manufacturing sector in the secondary industipisicrease up to 133.2 per

ESTI- NRaiifcl)enC-tIISrlgna:j cent and HCls will make up manufacturing sectodbyb per cent in 1976
I Goal :Long-term export goals pointing out that manufaoty sector for export is
targeted 28.4 per cent compared to other seamr$i&€1s products in
manufacturing sector considered 51.5 per centdetvt972 and 1976
The third FYP (1972-76)
-Expanding infrastructure for regions
Identifying -Accomplishing US_$3_.5inIIi0n for export _ _
National -AdvanC|.ng mdustnahzaﬂon with heavy and cherhmalustnes
Strategy or -Expan(ﬁng sm_ence and technology and ede:an(mmys
Development -Improving regional development by developing exmtusters
The fourth FYP (1977-81)
Strategy . .
-Improving trading balance
-Reinforcing advanced industry structure
-Innovating science and technology
Crafting -Positioning HClIs as national brands representigg fuality and superior
Brand advantage of Korean industries in export markets

Positioning | -Science and technology-based HCls with securimgamuresources and skills
are mainly highlighted for export and industry diepment promotions
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Developing a
Nation-Brand
Strategy

ESTI-brand strategy (ll)

-Expanding export industry & products

-Diversifying export markets

-Improving export supporting system

-Creating and maintaining special accounts for expmmotion
-Promoting general trading company

-Promoting industrial technology for HCIs

-Promoting knowledge-intensive industry and tecbgglinnovation
-Promoting HCls as strategic export industries

-Securing engineers and skilled workers

ESTI-
1]

Reflecting a
Nation-Brand
Goal

-Accelerating technology-led HCIs & developing teology-intensive
industries for Export Korea

:Accomplishing ‘Science and Technology-advancedegbby ranking as the
world top ten by the year 2000. In particulargtding to position as the world
leader in high-technology products

Identifying
National
Strategy or
Development
Strategy

The fifth FYP (1982-86)

-Solidifying economic stabilizing system and esttiihg a base for a self-
sustaining growth

:Promoting investment on technology and entermystem

:Increasing export amount prominently

Reducing technology and competitiveness gapsadttanced countries
:Promoting market competition for enterprise envinent based on autonomy
and creativity

:Intensifying technology innovation

:Strengthening enterprise competitiveness by primggiroduct parts industry

The sixth FYP (1987-91)

-Strengthening enterprise development based omauty and economic
inclusion

‘Reinforcing high-tech and knowledge-based induséyelopment
-Promoting economic openness and globalization

:Reinforcing export industry structure

:Diversifying export markets

:Accelerating international openness and internafiaation

:Expanding international cooperation

:Promoting foreign direct investment of domestitegprises

New Economy FYP (1993-1997)

-Reinforcing growth potentiality based on scierteehnology and creativity
-Expanding export markets through enterprisesaitivéés and economic
cooperation with developing nations

-Enhancing competitiveness for domestic and foreiggerprises

Crafting
Brand
Positioning

-Positioning ‘Science and Technology-advanced Korea
-Export and industry development promotions basetigh value-added
Products
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ESTI-brand strategy (l11)

-Expanding export structure with high value-addestpcts

-Diversifying with Segmented Markets

-Building trade diplomatic relationships with segrtedd markets

Developing a | -Improving trading regulations and laws as inteioral standard

Nation-Brand | -Expanding expenditure on human resources and R&D
Strategy -Establishing an enterprise-led technology inn@raystem

-Restructuring HCIs and enterprises

-Reinforcing international cooperation as to industevelopment

-Supporting enterprises’ international strategies

-Innovating operation of industrial policy

Since 1987 the Irish Government and its socialneast developed the Programmes
(PNR, PESP, PCW and P2000) amounting to nationakldement strategies and
presenting strategic directions for economic andiatodevelopments in Ireland. The
Programmes were aligned with Ireland-brand goaBGJ)l and envisaged strategic
directions for FIEK promotions. During FIEK-I, thBrogramme chiefly focused on
stabilizing macroeconomic conditions on the onedhand, based on a sectoral approach,
strengthening industrial development and FDI preaomobn the other. Particularly, in line
with IBG, the PNR articulated the project to cretite IFSC in Dublin under the sectoral
approach. Over this period, the FIEK-brand strategmprised a Fl promotion strategy
combining FDI promotion with an industry developrnstrategy, particulary formulating
both place development and market promotion stedefpr Dublin’s IFSC project.
Coming to FIEK-II, Ireland needed to build intenoal competitive industries and
continue to enlarge the extent of economic actilsifyoverseas companies, targeting the
main industrial sub-sectors such as electroniagnerring, software and financial services
sectors. To establish sustainable employment axmhgetitive enterprise sector, the focus
of FIEK-brand strategy (1) should be to concerdran the key sector and market niches in
which Ireland enjoys the greatest competitive athg®m and to uphold enterprise
innovation continuously and strengthen partnerhigcompetitive enterprises. The Brand
goal for the 2000s, i.e. increasing productivityl austaining the competitiveness of the
IFS industry, was envisaged in the FIEK-brand sgwt(lll), focusing on how to promote
knowledge and innovation in overall enterprise digwment and encompassing the
consolidation of the ‘IFSC and Docklands’ brand gas which positioned Ireland as a
world-class hub for international financial serngce
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Table 82 Developing Ireland-brand strategies

-Promoting overseas investment (i.e. FDI Promotieitf) industrial

Reflecting a | development promotion (i.e. IP) and integratingnthinto a combined
Nation-Brand | approach for Irish economy
Goal :Creating approximately 16,500 jobs through FDImetion, in particular,
7,500 jobs through IFSC project over the nexty&drs
Identifying PNR (1987-1990)
National -Generating job opportunities on a sectoral basis
Strategy or | :Reinforcing industrial development promotion
Development | :Intensifying FDI promotion on a specialized basis
FEIK-I Strategy
Crafting . - . L
Brand -FI promotion combining FDI promotion with industigvelopment
. -Dublin’s IFSC
Positioning
FIEK-brand strategy (1)
. -Developing a site plan for Dublin’s IFSC
Developing a _ . "
Nation-Brand -Concentrating on the sectors and markets with etithge advantage
Strategy -Maintaining the existing markets (e.g. USA, Eurppe
-Placing a special emphasis on new markets (eed-dh East)
-Securing investment from key companies in targetadkets
-Establishing sustainable employment and competéivterprise sector
:Inward investment achieving 9,000 gross jobs p@uen on average over the
period of 1990s
FIEK- Reflecting a | :Halving the present rate of unemployment to apipnetely 6 per cent by 2010
I Nation-Brand | :Reducing the number of long-term unemployed fr@&w,200 in 1995 to no
Goal More than 50,000 by 2010
:Increasing living standards, in GNP per capitaadbieve average EU-15
levels, compared with 65.2 per cent of the EU-l€rage in 1995
:Raising the quality of life of all of those livirig Ireland
PESP (1991-1993)
Identifying | _Reducing long-term unemployment
National :Building an international competitive industry
Strategy or | -providing the supportive measures by macroecongpuiicies,
Development | jy¢rastructural services, and specific programares incentives
Strategy

:Maximizing the extent of economic activity by oseas companies
:Targeting the main industrial sub-sectors

PCW (1994-1996)

-Increasing employment and reducing unemployment

:Concentrating on the key sector and market nighesich Ireland has the
greatest competitive advantage

:Increasing the level of linkages between indigenand foreign-owned
enterprises

:Setting the inward investment sub-programmes

:Creating an attractive and efficient infrastruetur

:Establishing a competitive and stable businesg@mwent

:Promoting the development of new business
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P2000 (1996-98)

-Promoting enterprise and jobs

:Developing enterprise environment

:Upholding continuous innovation in technology
:Developing high-skilled workers and lifelong lesr
:Focusing on specific sectoral strategies
:Promoting enterprise and new business formation
:Promoting exports

-Strengthening partnership for competitie entegsris

Crafting -Enterprise promotion integrating FDI promotion dRdnto enterprise
Brand development
Positioning | -Dublin’'s IFSC
FIEK-brand strategy (I1)
-Focusing on high value-added products
Developing a -Ident|f3_/|ng and expl0|t|ng_h|gh-growth sectorskidI
) -Targeting new modes of investment
Nation-Brand | _peveloping incentive packages
Strategy | _Maintaining a competitive cost base
-Expanding information and communications infrastiine
-Applying education and training as source of cotitipe advantage
-Increasing productivity
:Establishing the conditions under which a high@pprtion of foreign
Reflecting a companies’ value-added activities are carriedmoueland
FIEK- Nation-Brand :Creating additional higher value-added jobs inittternationally traded
i Goal sector (manufacturing and services) from 310,000998 to 400,000 in 2010
-Sustaining competitive IFS industry
:Building the positive “image of the IFSC” and protimg Ireland as a financial
services location
‘Enterprise 2010’ (Forfas, 2000)
Identifying -Taking precedence over qgalitative fE-lCt-0rS deepgemive.'stmer_lt and activities
National -Developing and strengthening the existing badelifprojects in Ireland
-Expanding lIrish regional development
Strategy or . . u " .. : .
Development -P_rowd.mg_; an attractive overall p_ack_age to mehihternational investment
Strategy -Dlvgrsﬁylng the sectoral spread in high techngléay an average market
positioning
-Maintaining the level of FDI from USA
-Expanding further opportunities into Europe anieAountries
Crafting -Enterprise promotion integrating FDI promotion dRdnto knowledge-based
Brand enterprise development
Lo -Dublin’s IFSC
Positioning

:Consolidating ‘IFSC and Docklands’ brand images
:Positioning Ireland as a world-class hub for intgional financial centre
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FIEK-brand strategy (I11)
-Developing and strengthening the existing badelifprojects in Ireland
-Maintaining the level of US FDI
-Presenting an ‘IFSC brand’
-Taking precedence over qualitative factors deeqpeimvestment and activities
Developing a | -Diversifying the sectoral spread in high technglémy optimum market
Nation-Brand | positioning

Strategy -Comfirming the Docklands as the hub for the loagyt development of the
industry in Ireland
-Encouraging front-office financial services comigarto locate within the
Docklands hub, close to the IFSC
-Continuing to promote educational initiatives e tDocklands Area
-Expanding the Irish regional development

Korea, throughout the periods of ESTI, created F¥8snational development
strategies. FYPs have set strategic directionsefqort, science and technology, and
industrial development promotions. Korea’'s ESTIAorastrategies were coherently
developed with FYPs. With Korea-brand goals, theyexconcretized as to how to position
brand attractions (i.e. Science & Technology-ledidH&hd high value-added industries) to
export markets. The EPB, the Ministry of Commerod drade (Ministry of Trade and
Industry since ESTI-Il) and the Ministry of Scienaad Technolgy in conjugation with
their social partners coming to ESTI-Ill were mgimvolved in developing the Korea-
brand strategy. Meanwhile, since 1987 Ireland lea®ldped the Programmes for national
development. These Programmes have mainly focuseidnhproving employment while
envisaging strategic directions for FDI, innovati@amd knowledge-based industrial
development, and enterprise development promotitnetand’s FIEK-brand strategies
were coherently included in the Programmes. FIE&abr strategies, with Ireland-brand
goals, have shown how to position Ireland’s contpetiidentities (i.e. IFSC, Innovative
enterprise environment, Knowledge-based enterpasd industry) to FDI markets.
Compared with developing the ESTI-brand strategiKafea, the FIEK-brand strategy of
Ireland was consistently developed through the edad efforts by the Government and its
social partners, aligning with policy recommentaior strategies from other government
departments and agencies.
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Fig. 27 Developing Korea-brand strategy and Irelarahd strategy

. Korea-Brand Goals
‘Enterprise 2010"

Brand Positionings w

ESTI-brand strategy w

7.1.4 OPERATING A NATION-BRAND STRATEGY (O-NBYS)

0loe paseq dn-uonog

210€ paseq umop-io |

O-NBS is where a nation-brand strategy is put iptactice and translated into
national action, comprising a series of activities creating and developing brand
attraction and communicating that attraction t@eamarkets. Operating NBS relies on
integrating various components. Collaboration aadrdination between branding actors
(i.e. stakeholdership) mainly represent a perfogeameasure for a nation brand’s
operating capability. In particular, governmentigek play a significant role in creating
brand attraction and brand communication. Maintegreonsistency of policy represents a
nation’s brand competency.

Korea’s ESTI-brand strategy has been operated ghrolnie government policy that
supports the promotion of exports, science, tedgyland industrial development.
Ireland’s FIEK-brand strategy also has been supddsy government policy measures that
promote FDI, industry and knowledge-based entezprikorea and Ireland have both
focused on promoting science and technology-basedkiiowledge-based) industrial
development. However, they have targeted diffetarget markets. Korea has focused on
securing export markets, but Ireland has put thphasis on promoting FDI. In operating
the nation-brand strategy, both nations have itledtand developed brand attractions and
communicated these attractions toward differerdig competitive target markets.

In creating and developing brand attraction, Karear the periods of ESTI promotion
(ESTI-P) (Table 83) focused on identifying and deping export products. The ESTI-P in
1960s, i.e. ESTI-P (I), operated through identifyand developing export products mainly
relying on light industry. The ESTI-P in 1970s, IEESTI-P (ll), expanded export products
by diversifying and qualifying light industry prochis. Moreover, it developed export
products from HCIs by setting priorities to achiegemparable advantage (e.g. in
machinery, electronics, shipbuilding) in HCls anddtrategically selecting iron and steel,
nonferrous metals, and petrochemicals at optinval$en line with allied industries. ESTI-
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P over the period from 1980s through 1990s, i.&1E5(lll), was deployed by developing
export products with high value-added productsesm® and Technology-led HCIs and
high-tech industries were created. During theqasriof ESTI-P, Korea developed brand
attractions by collaborating with advanced sciermed technology from abroad,
establishing an export industry infrastructure, emgxing export enterprises, and
providing incentives. Particularly coming to ESTI(M), it was important to establish
enterprise-led technology innovation systems andreioforce market-led technology
development systems. In developing its brand ditra€, Korea developed brand
communication with export markets. Brand commumicain ESTI-P (I) was started by
exploiting export markets — relying on US and Jasammarkets — delivering Korea and its
products images, and establishing trade relatiGosning to ESTI-P (ll), export markets
were expanded and diversified in the EC, MiddletEBasl Eastern Europe, reducing USA
market dependence while maintaining the Japan mdfkeea and its product images were
delivered through market exploitation by the sadespns board of KOTRA.
Communication tools were expanded. Trade relatiese reinforced by exchanging
human resources and skills, and by hosting sympwsior industrial cooperation. ESTI-P
over the 1980s and through the 1990s was carriedydiocusing on building Korea’s
image as a country taking responsibility for theeinational trade environment, positioning
Korea as a major player with the initiative to waahd cooperate internationally. Export
markets were diversified and segmented. The oversearketing infrastructure was
reinforced with overseas exhibitions and Korea ienBR. Trade diplomatic relationships
were strengthened in the segmented markets.

Table 83 Operating Korea-brand strategies (O-KBS)

-Establishing public and private organizations (KON, KIST)

-Expanding to ‘Export Promotion Expansion Monthle&fing’ (1965)
o -Providing incentives for export enterprise anduistties
Identifying and

developing -Identifying and developing export products

brand identities| -Collaborating with foreign advanced science antitelogy (Japan,
ESTI-I USA)

-Establishing the base of export industry

-Empowering enterprises

Communicating | -Exploiting export market

brand identities tq -Delivering Korea and product images

segmented targets -Building trade relations

-Improving export supporting system (special actsugeneral trading
company)
-Expanding export products and reinforcing inteore! competitiveness
Identifying and | :Diversifying & qualifying light industry products

developing :Prioritizing comparable advantage sources (e.ghinary, electronics,
brand identities| shipbuilding) in modernizing HCls
:Strategically selecting iron &steel, nonferrougtate and petrochemicals
in optimal level in line with allied industries
-Expanding international competitiveness of enisgs

ESTI-
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Communicating
brand identities
to segmented
targets

-Exploiting export market
-Diversifying export markets
-Delivering Korea & product image
-Building trade relations

-Expanding export structure with high value-addestipcts
-Establishing enterprise-led technology innovasgstem

:Facilitating enterprises’ R&D institutes

:Expanding high-educated researchers, scienceeghddlogy facilities
:Establishing enterprise-led partnership amongstrgtuuniversity and
research institute

-Reinforcing market-led technology developmentesyst
:Reinforcing technology prediction, research plagnimarketing and
evaluation system

:Reinforcing collaborative partnerships with teclugy-advanced
countries

-Expanding national R&D projects

-Promoting industry restructure, high-tech and kieolge-based industry
:Restructuring and upgrading HCls

-Localizing machinery, components and industriatarials
-Restructuring enterprises and supporting theérivdtional strategy
-Diversifying with segmented markets

:Main surplus-causing market; main deficit-caugsimarket
Developing market; Special market

-Reinforcing overseas marketing infrastructure

:Expanding overseas exhibitions

:Increasing Korea image PR

-Building trade diplomatic relationships with segrtedd markets

Identifying and
developing
brand identities

ESTI-
1l

Communicating
brand identities
to segmented
targets

In creating and developing the FIEK of Ireland (lBa®4), FIEK-P over the period of
1987 through 1990 was advanced by deciding to erBatblin’s IFSC. The site for the
IFSC was planned. Special corporate tax incenfimet=SC companies were created. The
Prime Minister and the Government took the inmatin attracting potential investors
worldwide, in particular, from US, European and Eastern markets, and strengthening
the on-going relations with the target markets. &dm campaign was adopted for
communication. FIEK-P in the 1990s was reinforceddévelop Dublin’s IFSC project.
Taxation benefits for IFSC companies were preseraed even extended. Place
development for IFSC-II was reinforced by adoptandpolistic approach to strengthening
cultural attractions and social integration. Insgironal marketing reinforced the IFSC.
FIEK promotion during this period was undertakem fotensive promotion with the
existing base of overseas enterprises. Computeufiactarers and ICT industries were
selected for brand attractiodBrand communication was concentrated on the egidtiDI
target market. Communication programmes were usegosition Ireland as a business
location with advantages including Science, Teabgwland Innovation. Coming to FIEK-
P (lll) in 1999, the IFSC was highlighted for itga¥ role in repositioning Ireland as a
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competitive international financial services looati Education linkage programmes were
introduced. A government fund for an educationlitycivas allocated. Special tax benefits
were kept. A marketing plan was operated by sekctspecialists. To create more
knowledge-based industries, FIEK-P since 1999 kas lbocused on positioning Ireland as
a World centre of research excellence. The Natidaalindation for Excellence in

Scientific Research (especially ICT and Biotechggjohas been established. The links
between business, universities and other reseawctres strengthened the Irish R & D
competency for market entkwareness campaigns have been continued and exghande

Table 84 Operating Ireland-brand strategies (O-IBS)

-Deciding to create Dublin’s IFSC

:Selectingthe Custom House Docks Area of Dublin’s City Centre

:Establishing the Customs House Docks Developmeittiakity (CHDDA)

:Providing special corporate tax incentives for@=mpanies

Marketing IFSC to the international financial Sees sector investors

Communicating | -Customizing and segmenting the target marketd#8€C project

brand identities to | :Attracting overseas investment from US, Europe aidEast

segmented :Strengthening the on-going relations with the eargarkets, especially
targets Japan
:Communicating by media campaign

Identifying
and developing
brand identities

FEIK-I

Developing Dublin's IFSC
:Maintaining and extending taxation benefit

:Reinforcing place development for IFSC-II
‘Restructuring IFSC Committee

Identifying -Undertaking intensive promotion with the existivase of overseas
and developing | enterprises _ S
brand identities -Selectmg frqm a wide range of se_gmentg withiorimfation and
communication technology (ICT) industries
FIEK- -Regional Development Division within IDA Irelandtablished

I :Providing a local service to industry and commiesiin the Irish regions
:Offering an attractive financial incentive packagdavour of regional
Locations
-Reinforcing international marketing for IFSC byADreland

Communicating | -Reinforcing FDI promotion to the US market, espégiattracting
brand identities to| €nterprises based on knowledge intensive andvagle added products
-Maintaining European countries and Japan primarily
-Delivering Ireland and product images
:EMU Business Awareness Campaign
:Science, Technology and Innovation Awareness Rrogre

segmented
targets

-Developing Dublin’s IFSC
:Providing continuity to policy-making for the IF<&ctor
:Enhancing cultural and leisure amenity
Identifying :Commissioning a feasibility study for training figg with links to
FIEK- and developing | IFSC companies

1] brand identities | :Initiating education linkage programmes and alfimgafinance
:Applying 12.5% corporation tax regime
:Operating marketing plan by sectoral specialists
-Positioning Ireland as a World centre of reseanxatellence
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-Continuing awareness campaigns

-Extending into a national campaign using bothtpaimd national radio
-Stands at exhibitions and conferences

-Presentations at meetings and seminars

-Handling many queries on the campaign’s helploreblusiness

-The National Skills Awareness Campaign

-The National Innovation Conference

Communicating
brand identities to
segmented
targets

(Con't)

To develop brand attractions, Korea and Irelandehaelected different brand
attributes and developed them as their brand igestwith supportive measures that fit
their target markets. In operating promotion sgege through the periods, Korea has
maintained the government’s policy of supportingp@x enterprises and industrial
development based on science and technology deweldp Ireland has continued to
provide policy measures for enterprise and indystoynotion based on attracting FDI and
building knowledge capabilities. Brand communicasioin both nations have been
delivered by different techniques for their own gases in their respective communication
programmes. Even though, Export and FDI market® @used on US, European, and
Japanese markets. Those markets have been maihtairexpanded. Korea and Ireland
have delivered their nation and product images hes¢ markets, and built their
relationships with segmented markets.

Stakeholdership between branding actors in two ttmsnare different. In the ESTI
promotions of Korea, the Government (in particuldre Ministry of Commerce and
Industry) has developed policies for ESTI-promasiokOTRA in 1962 was organized for
export promotion. Throughout the periods of ESTKRTRA exploited export markets,
delivered Korea and export product images, andalootating with Korean embassies,
committed to building trade relationships in maskédver the ESTI-promotions, however,
KOTRA mainly established and expanded its own ®@asoffices rather than networked
with other public or private institutions in devplog brand attraction and communication
for ESTI-promotions. Meanwhile, Ireland during FIEK(l) involved the IDA for FDI
promotion and CHDDA for the Dublin development. &sesult of Prime Ministerial and
governmental initiatives, Dublin’s IFSC was createdoming to FIEK-P (lIl), the
Government established Forfas, IDA Ireland and ipnige Ireland. Since 1999, FIEK-P
has, moreover, been speeded up by establishingdlance Foundation Ireland (SFI).
Particularly focusing on positioning Ireland as @Ml centre of research excellence, three
agencies (SFI, Enterprise Ireland and IDA Irelandye collaborated in order to develop
new business niches in which Ireland can be a teadestrengthen the partnerships
between business, universities and other researtdhes, and to attract FDI enterprises.
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7.1.5 SUSTENANCE OF COMPETITIVENESS OF NATIONS

With the sustainable competitiveness of Korea aelhnd (Table 85), both countries
have achieved economic growth in terms of GDP oPG@Nd employment improvement.

Table 85 Sustenance of competitiveness of Koredratahd

O~

Category Sub-categories Korea Ireland
. -Macroeconomic outcomes -Substantial growth amount not
Economic & . . .
Social such as economic growth and only in economic performance bu
. employment improvement also in social development relate|
National Development
to employment
Development — - -
-Improved standard of living | -The best place with ‘quality of
Goal Human e, )
for Korean people life’(Economist, 2004)
Development . _ . .
Value :Growth in sustainable human | :Increasingly sustaining human
development level development value
-Export amount growth more
than eight thousand-fold
outpacing national economic
growth rate
. -Export products are in leading . .
Project- . . -Enterprise competitiveness
positions, particularly . ,
based Export and FDI ) ) :FDI competitiveness in
. becoming the first largest o .
Goal Competitiveness L o productivity level and the inward
. shipbuilding nation in the
Achievement stock level of FDI
world, the & largest
manufacturer of DRAM chips,
and the % largest producer
and exporter of automobiles
and steel
-Accomplishing competitive -IFSC as brand differentiator that
position based on attractive repositions Ireland as
products, i.e. HCIs and high- | International Financial Services
Product tech industries, in primary hub
Attribute-based| target markets -Knowledge-based products
Equity :Thirteen products founded on| (chemicals, office machinery and

Nation
Brand Equity

HCls and high-tech industries
are positioned as brand
attractions in primary markets

computer services) are positione
as brand attraction in primary
target markets

Nation Brand
Perception

-Perceived as advanced country

with high quality-based
products and improved brand
knowledge

:More than 60 per cent of
foreign audiences recognize
Korea, and most of them
express positive Korea image

-Ireland’s competitive advantage
with Irish unique workforce (the
youngest population in Europe
with over 36% under the age of
25 years) and Irish mind (i.e.
flexibility and agility of Irish
people)
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In particular, Korea and Ireland have created tlmementum along with envisaging
national visions of attaining self-supportive ecomo and social development systems.
Over the decades, Korea has been setting nationttyaals based on the ESTI that have
targeted ‘Export-led Korea’' for building ‘HCIls ari@cience and Technology-advanced
Industrialized Korea.” With its ESTI-brand goals, oi€éa has achieved export
competitiveness, which has resulted in the reositg of Korea as a competitive nation.
Since 1987, Ireland has put the emphasis on thedkgaals of creating the IFSC in Dublin
and building enterprise competitiveness. Throughbet periods of FIEK-branding, the
IFSC-brand became highlighted as the brand diftextem representing Ireland and a focal
point of Ireland’s economic hub. In terms of it€sessful productivity growth and inflow
levels of foreign-owned enterprises, Ireland hasltba reputation for its FDI
competitiveness.

Korea and Ireland have distinguished themselvesth®yr branding goal-based
accomplishments, i.e. export competitiveness ineld@and FDI competitiveness in Ireland.
However, their respective branding positions hakaracterized to achieve a common
result based on their own brand identities. Koraga &iccomplished a competitive position
based on attractive products in HCIs and high-textustries. Ireland has established
competitive identities based on knowledge-basedumis in ICT. Competitive identities of
both countries have been positioned along withrtpemary target markets. In brand
perception, Korea was catagorized as an advancedtrgoand associated with high
guality-based product images. Ireland has estaalishreputation of being associated with
the unique Irish competency based on flexibilitg agility. With successful repositioning
as competitive nations through brand attractivernasth Korea and Ireland have improved
the standard of living for their peoples, and iasiagly sustained their human
development values.

7.2 DISCUSSION

The ‘Nation-Branding Mechanism Model (NB-MM)’ ispgiocess model that explains
branding mechanisms that contextually take pladaimvia nation-brand system and that
influence the sustainable competitiveness of natiddased upon the data collected in
Korea's and Ireland’s branding, we have analysedtecdual phases in the NB-MM,
comprising the phases of creating a nation-braswwi(C-NBYV), setting a nation-brand
goal (S-NBG), developing a nation-brand strategyNBS), operating a nation-brand
strategy (O-NBS) and achieving the sustainable etitiyeeness of a nation. Each phase of
the nation-brand building process has distinguisbeshe similar or different branding
mechanisms based on branding behaviours (i.e.saatawf activities).

In the first phase of ‘Creating a nation-brandais{C-NBV)’, Korea and Ireland have
both created nation brand visions that have bemgmesd with national visions. Their
national visions and brand visions were establistutidwing on analysis of national
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economic and social development status, sourcesadantage and the market
environment. Similarily, nation brand visions of tlhonations are characterized as
informed, competitive and innovative visions. Whilee Korea-Brand Vision was created
by a ‘top-down’ approach, the Ireland-Brand Visieras managed by a ‘bottom-up’
approach. In the case of a ‘top-down’ approachrémdling Korea, the nation’s leaders and
governments have proactively initiated the creatbmational visions and brand visions.
With its bottom-up approach to branding, Ireland lpeiovided a shared vision by the
Government and social system and flexibility theftects policy recommendations from
both public and private bodies. In general, it ébated that brand development is more
likely to succeed by being managed bottom-up rathan top-down. However, both
nations relied on their own development paths, raattcbn brand visions have been created
by nation-specific approaches, i.e. a top-down bo&om-up approach. In line with that,
both nations have applied their own mechanismsdating their nation brand visions — i.e.
to develop the ESTI-brand system and the FIEK-bsysilem — throughout the branding
periods. What is the most essential in creatingtéon brand vision is whether the brand
vision is envisaged as ‘the desired future’ for theople and follows the principle
consistently.

Nation brand goals (NBG), in branding of Korea énetand, have been established by
reflecting nation brand visions and analyzing botle strengths and weaknesses in
branding resources and opportunities in the brandmvironment. In developing its ESTI-
brand goal, Korea aimed to improve the quality tsf export products by developing
industry, science and technology qualitatively. @evelop the FIEK-brand, Ireland
established its brand goals for promoting FDI, kisalge-based enterprise and industry
developments. In line with nation brand goals, low@geted to exploit export markets, to
attain a certain amount of export volumes and forawe country-of-origin effects. Ireland
focused on developing a more qualified place emwrent for living and business, and
targeting sustainable employment and productiVifiile Korea’'s ESTI-brand goals were
established in a more systematic way from the HSMtoughout to ESTI-III, Ireland’s
FIEK-brand goals were emphasized with more FDliaddstrial developments during the
FIEK-1 and then integrated into enterprise and kieoge development throughout the
FIEK-II and Ill. To establish Korea’s ESTI-brand ais, the government bodies were
mainly involved in setting the brand goals. The f@ooic Planning Board played a major
role throughout the periods, in particular by caoating the relevant ministries and
allocating the budgets. However, Ireland’s brandlgavere built through concerted efforts
by the Government and its social partners. In paldr, Forfas was involved in envisaging
the FIEK-brand goals.

Nation brand strategy (NBS) needs to be closekelinto a nation’s brand goal and its
national strategy for national development. It i@ the intended direction of a nation-
brand positioning. In developing the NBS, therefatels important to define how the
nation brand is developed through restructuringonat resources and external markets in
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a balanced manner. The nation brand strategyaindimg of Korea, has been embodied in
the Five-Year Plans amounting to a national devalag strategy and, along with FYPs,
been concretized by a promotion strategy for dearetp ESTI-brand system, i.e. Export,
Science & Technology and Industry development. &ih@87 Ireland has developed the
PNR, PESP, PCW and P2000 Programmes amountingatianal development strategy.
Aligned with these, the Ireland-brand strategy basn focused on developing the FIEK-
brand system, i.e. FDI, Industry, Enterprise anawledge developments. Korea’'s ESTI-
brand strategies concretized how to restructuremaltresources (i.e. human resources and
export industries) and export markets for competiadvantage and how to position brand
attractions (i.e. Science & Technology-led HCIs &rgh value-added industries) to export
markets. Ireland’s FIEK-brand strategy emphasized ko restructure national resources
(i.,e. human resources and enterprise environmamd) DI markets for competitive
advantage and how to position Ireland’s competitigdgentities (i.e. IFSC, Innovative
enterprise environment, Knowledge-based enterpaise industry) in FDI markets. In
developing ESTI and FIEK brand strategies, the eespe governments have shown
leadership. Compared to developing the Korean Hfdmd strategies, Ireland’'s FIEK-
brand strategies have been consistently develdpedgh collaboration with private and
public bodies.

To operate a nation-brand strategy (O-NBS), thera need for a series of activities
for creating and developing brand attractions aoochraunicating these. Upholding the
consistency of government policy measures playsgaifieant role in the activities.
Collaboration and coordination between brandingrac(i.e. Stakeholdership) are mainly
considered to be the nation brand’s capabilitielse Korean ESTI-brand strategy has
worked by focusing on identifying and developingainle export products. Light industry,
science and technology-based HCIs and high-tealstnds were created and managed as
brand attractions. Ireland’s FIEK-brand strategysvimplemented by deciding to create
Dublin’s IFSC, which has been kept throughout teeqas. With IFSC-brand, the brand
strategy was undertaken by selecting competitideistry products, i.e. knowledge-based
industries (e.g. ICT or biotechnology). ESTI andEIRI brand strategies have been
distinguished by target market-specific approach, the Export market and the FDI
market. Brand attractiveness, in the process ohding of both nations, have been
developed along with brand benefits, i.e. supperpulicy measures such as incentives or
subsidies to foreign enterprises for FDI or to gaieous enterprises for exporting. Brand
benefits promoted ESTI-brand and FIEK-brand develeaps, which strengthened brand
attractions and brand communication. Even thougth e@aation has taken a different
approach to its target markets (i.e. Export and)EDd communication tools, they have
both highlighted branding mechanisms in terms qii@kng strategic markets, delivering
country images and building relationships with th&rget markets. Stakeholdership
between the Government agencies and its socialngrarthave been prominently
emphasized in operating the nation brand stratetfigsmplementing Korea’s ESTI-brand
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strategy, KOTRA played a major role with its oversenetwork offices. However,
throughout the ESTI-branding periods, KOTRA lacketlaboration with other public and
private institutions, such as design or culturetiehal organizations, to develop brand
attractiveness and brand communication. Meanwhildseland’s FIEK-brand operations,
the IDA for FDI promotion during FIEK-P (I) involek Dublin’s re-development. In
particular, to reposition Ireland as a World cerdferesearch excellence, three agencies
(SFI, Enterprise Ireland and IDA Ireland) collabbedh in creating knowledge-based
business niches for brand attractiveness, attgaetal retaining FDI enterprises.

Korea and Ireland have developed the ESTI-brandth@d-IEK-brand over several
decades. During the periods of ESTI-branding atkKHbranding, both nations attained to
a large extent their national development goals.tdrms of economic and social
development, Ireland and Korea experienced enorracosomic growth and employment
effects. Human development values for both natloase been improved and consistently
sustained. In line with its project-based goal, éorhas focused on ESTI-brand
development, and has achieved export competitigenesexport volume, industrial
structure and competitive positions in its marketeeland, through FIEK-brand
development, has achieved FDI competitiveness.igiorenterprises have increasingly
decided to invest in Ireland. In particular, knoside-based enterprises reinvested for their
business growth in Ireland. National resources amatket environments have been
considered as the main entities in branding a®&itTo take a competitive position in a
target market, nations have restructured natioesburces and market environments by
exploiting them, and achieved nation brand equityth the process of developing the
ESTI-brand and the FIEK-brand, Korea and Irelandehanproved country images in the
global market and accomplished positive reputatidits achieve customer-based brand
equity, Korea has attained a competitive positiasdal on attractive products, i.e. HCls
and high-tech industries, in its primary target kess. The IFSC has been the brand
differentiator in the FDI market, creating an Irisiternational Financial Services hub. Also,
knowledge-based products have been positioned a®d baittractions in primary target
markets to attract FDI. The Korean ESTI-brand ane lrish FEIK-brand have been
developed by branding mechanisms that include lmgratctors and activities during each
phase of the ‘Nation-Branding Mechanism Model,” abtained through the multiple
nation-branding episodes over long-term periods.
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CHAPTER 8 CONCLUSIONS AND RECOMMENDATIONS

8.1 CONCLUSIONS

8.1.1 A PROCESS MODEL FOR NATION BRANDING

Aiming to assess the role of nation branding amter a strategic management tool
on nation branding for the sustainable competiggsnof nations, the study has formulated
research questionsow does nation branding contribute to the susti@a@ompetitiveness
of nations?And how can we design a comprehensive framework fdomdranding that
facilitates effectively the sustainable competitegs of a nation?This research has
proposed the ‘Nation-Branding Mechanism Model (NBAMas an integrated model for a
strategic branding approach. Through the empifiodings, we found that the ‘NB-MM’
is an effective way of designing a strategic natioanding approach. This section provides
the elements for how the NB-MM should be revised.

Testing the model by executing the branding cas&orea and Ireland, we highlight
the important empirical evidence for nation bragdas follows. Firstly, nation branding is
the process that must be aligned with country mamagt and influences the sustainable
competitiveness of nations. We have assumed thatian brand must drive national
strategy at the heart of country management andrder to achieve this, nation branding
must be a strategic pillar guiding how the compatditess of a nation should be sustained.
Extending the concept of national competitivenesghe branding perspective, our study
has explored the effects of the nation-brandingcgse in terms of the national
development goal, the project-based goal and naéiand equity. Based on these criteria,
the nation-branding processes in both Ireland ante& have been found to be closely
aligned with their national strategies, and havenbie drivers of achieving the economic
growths, employment effects, human developmenteglexport and FDI competitiveness,
positive reputation and competitive identities.

Secondly, to sustain the competitiveness of natioason branding is the process that
needs a system approach to building the nationdbrAs in the relevant literature, our
study has emphasized the need to develop a nataml lvith national identities based on
the reality of a nation, and to manage the natramdbto be attractive and communicable in
the market. Our model has highlighted two aspe&sresources and environment, as the
sources that are inextricably linked to the natioarding process. Korea and Ireland have
each developed a nation-specific brand system, Iyaa®T| and FIEK. In developing the
brand systems, both nations have shown that thairding processes have analyzed the
strength and weakness of their branding resources ifdustry, human capital and
enterprise environment), captured opportunitiesarol their strategic markets (i.e. export
and FDI markets), restructured branding resouroebet more attractive, and exploited
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those markets by using competitive identities. Ailngy with national strategy, the nation-
branding process has to restructure a nation’sdiomgresources, to exploit target markets,
and to create the brand identities and imagesys#&matic and consistent way.

Thirdly, nation branding is a mechanism-based @E®d¢kat is structured with a set of
activities carried out by branding actors. Thathg nation-branding process encompasses
multiple episodes of branding mechanisms to buifdhgon-brand system. In the ‘Nation-
Branding Mechanism Model (NB-MM)’, we have claimit the nation-branding process
comprises a sequence of phases of creating a Aatma vision (C-NBV), setting a
nation-brand goal (S-NBG), developing a nation-dratrategy (D-NBS) and operating a
nation-brand strategy (O-NBS). The ESTI and FIEKnor systems of Korea and Ireland
respectively have been developed through sequdmi@ding phases from creating the
brand vision through to operating the brand stsatebhe phases include branding
mechanisms encompassing branding actors (i.e.natieaders, governments, promotion
agencies and social systems) and their activitiesdate the brand vision, to set the brand
goal, to develop the brand strategy and to opehetdorand strategy. Each nation takes a
different path to national development and emplmtson-specific mechanisms. Korea and
Ireland have developed nation-specific brand systdrased on their own branding
mechanisms. Within their specific contingent coidis, both nations have shown the
relevant contextual patterns in the process basedhe ‘Nation-Branding Mechanism
Model (NB-MM).’

Finally, nation branding is found to be an ongaamgl iterative process of developing
the nation-brand system, being triggered by maskbtiviour such as built-in stereotype. It
influences the sustainable competitiveness of mma®ur research has emphasized that a
longitudinal approach based on temporal dimensi@nsn appropriate approach to
understanding how the nation brand has evolvedgalith a nation’s development path
and how the nation-brand system has been develibpedghout the brand development
process. The ESTI and FIEK brand systems have leseloped with the critical
encounters as turning points for the brand devednWithin the encounter, the branding
mechanisms have consisted of the episodes of thend@and systems. Applying an
iterative branding process, Korea and Ireland haxex decades established their nation-
brand systems.

Based on the empirical findings, the ‘Nation-BrargdMechanism Model (NB-MM)’
can be extended as depicted in Fig. 28.
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Fig. 28 The Nation-Branding Mechanism Model
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8.1.2 CONTRIBUTION OF THIS RESEARCH

Nation branding has become an emerging disciplia¢ ¢ombines the principles of
both marketing and international relations. Aldagfers to the domain extending the unit-
of-analysis in branding theory and practice intoation level as an umbrella concept of
national brands. Considering nation branding to éepowerful means to achieve
development growth, competitive advantage and beguity for a nation, this research has
aimed to define the role of nation branding ancaterea strategic management tool on
nation branding for the sustainable competitiveregssations.In particular, reflecting the
challenges of the nation-branding study, we hagélighted the substantial tasks involved
in building a systematic model to sustain the mabcand system and taking a brand
management approach to the effectiveness of theoimas of nation branding. In many
cases developing the nation brand, researchers pawnted out that nation branding,
whether in theory building or in practice, needddke a planned approach to achieving
effective nation branding. Furthermore, this resledras presented the criteria to building a
nation-branding model, emphasizing the notion dfomabrand alignment with country
management to sustain a nation’s competitivenesd, developed a ‘Nation-branding
Mechanism Model’ as a mechanism-based value-cgegtiocess model. With empirical
testing, our research has referred the ‘NationdirgnMechanism Model’ as an effective
model for designing a nation branding approachfan@xplaining performance in nation
branding. Through the model's development, thigaesh contributes to the building of a
body of knowledge in the study of nation-brandisglascribed below.

NATION BRANDING AS A STRATEGIC MANAGEMENT
The ‘Nation-Branding Mechanism Model’ contributestuilding the nation-branding

theory from the brand management perspective. gauece of sustainable competitiveness,
nation branding has been coupled with the notiotrrahd management. Reviewing the
literature, we have emphasized that the concephation branding has evolved by
combining country-of-origin, place development, gnblic diplomacy, and that nation
branding needs an umbrella branding and a holistamd management approach to
achieving the internal and the external nation-irapeffects (i.e. sustainable
competitiveness). In particular, reflecting the ortance of a nation-brand alignment with
country management, we have identified key conceptaation branding in terms of
aligning the national strategy and its directionilding a nation brand strategy, building
the nation brand identity and image, and managaigpmn brand behaviour. To incorporate
these concepts into creating and sustaining a mdétiand system, our research has
highlighted the management role of nation brandiBy. applying the notions of
competitiveness and sustainability in the era ahbglization, we have focused on the
extent to which the variables in nation brandingtabute to the achievement of outcomes
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of nation branding. In explaining the relationshgtween nation branding and sustainable
competitiveness, we have developed a model thatesslels the dynamics integrating a
sequence of input, process and outcome. The ‘N#&randing Mechanism Model’
highlights how the integrated management of natiwanding drives the sustainable
competitiveness of nations.

More particularly, our study first provides the pess model that is suitable for
explaining the causes that influence sustainabfepetitiveness of nations. We need to
understand branding as a management process thatigm generating the outcomes
(Pickton, 2008). Based on the notion of organizetiotheory discoursing a dynamic
process in achieving sustainable competitivenéss,important to build a process model
that can explain how an organization sustains dmpetitiveness by aligning that
organization’s vision, goal and strategy. Howevesgarchers have pointed out that despite
the growing body of literature dealing with natibranding, there is limited information
available about processes and outcomes. In additrenunderlying assumptions behind
contemporary branding models are largely incomgatiith the notion of nation branding
as a source of sustainable competitiveness. Natimding is all about managing a nation
brand and ultimately achieving brand equity, contipet advantage and sustainable
development of a nation as components of the @ffsotss of nation branding. To help
manage the nation brand effectively, our studydresdlenged to develop a process model
that is suitable to align the nation brand with oy management. Our ‘Nation-Branding
Mechanism Model’ provides that, to manage the maltiand successfully, it is important
to align the nation brand to the nation’s stratdgyparticular, the economic, political,
social and cultural development strategy. Moreotee, NB-MM explains the strategic
process of how a nation’s brand vision, brand goal brand strategy are aligned. The
process-based approach is central to modern maeageheories (Lorino & Tarondeau,
2002). Our findings through the NB-MM sum up man&designificance of nation
branding as a central pillar in country manageme&htch contributes to both branding and
management theories. Concretely,

= This research provides a strategic management ggocedel that is suitable for
aligning the nation brand with country managemerd axplaining the management
role of nation branding that influences the susthli@ competitiveness of the nation.

Secondly, we highlight the adoption of a mechanissed process model to explain
how nations develop a nation-specific brand systeesearchers have found that countries
have developed their own development path or mesiman and that the mechanisms have
emerged from behaviours by interactions betweeonrsaand activities. In particular, a
mechanism-based organizational theory is basedhenconcept that in achieving a
sustainable competitiveness, a successful orgamizalistinguishes the mechanism of
restructuring and creating resources and envirohrttenugh the organization’s actors.
Brand management is about working on the contexdotibn (Arvidsson, 2006:190). In
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marketing a place, place is effectively managednegns of the strategic planning process
based on mechanisms. While marketing is a planxedcise and focuses on market
mechanisms, the aim of nation branding is to puassebstantial and holistic sustainability
by turning ‘the quality of context’ into ‘competie advantage’ in international business
(Pant, 2005). Through the ‘Nation-Branding Mechanisodel’, this research explains
how nations develop the nation-brand systems thraygplying the branding mechanisms,
i.e. restructuring branding resources and envirorigjereating competitive identities and
simultaneously communicating with strategic mark@sr research explains the role of
nation branding that aims to achieve sustainableldpment, competitive advantage,
national product equity and reputational equityerEfore,

= Our study contributes to the building of a mechamizsed nation branding approach

that affects effectively the sustainable competitiess of a nation.

Thirdly, the ‘Nation-Branding Mechanism Model' aédses what the reality-based
brand management model is and how it is suitekpbaaing that nations create national
identity and image on the basis of a nation’s tgaBuilding a country’s image and
identity has been inextricably linked with managthg nation brand. Jaffe and Nebenzahl
(2006:15) have insisted that country image is aerseid a dynamic phenomenon and is
subject to intentional managerial influence, whattould be strategically determined and
controlled by branding. Meanwhile, Hankinson (2004:) has asserted that the role of
brand management is to define and manage a bramditidas a means of achieving
competitive advantage. Rainisto (2003:73) has cwlgeé that place identity is a result of
planned activities. Researchers have advocatedhbatation’s image is inevitably linked
with the national identity, and that for effectiveation branding, national image and
identity must be based on the reality of the cou¥tany researchers on country-of-origin,
place development, national identity, country image public diplomacy have already
defined reality-based associations. Managing natiomage and identity is about
managing the reality of a country that has beevedrboth locally and globally. Exploring
brand management patterns in branding and strategicagement theory, Louro and
Cunha (2001) have pointed out that the developroérthe resource-based view of the
organization and brand equity research, couplett wiarked transformations in market
dynamics and structures, has led to a reconfiguraif managerial and academic views on
the role and importance of brands. Moreover, thayehargued that the increasing
recognition of the significance of brands as saairek sustained competitive advantage
increases the importance of supporting and refitimgmodels underlying organizations’
brand strategies. The ‘Nation-Branding Mechanisnmd®ois a model that explains how
nations create, manage and sustain national igemd image by managing the reality of a
nation through a strategic nation branding appro@bkrefore,

» This study contributes to providing the reality-bdhdorand management approach to
building and managing national identity and image.
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Finally, this research contributes to a systematid holistic management model that
explains how the nation-brand system is createthbymechanism reflecting the dynamic
phenomenon of a nation’s reality. Reality is chaggover time. Therefore, for effective
nation branding, it must correspond to internal artérnal reality changes in a systematic
way and uphold continuity in building identity amdage in a holistic way. Based on a
corporate-branding perspective, researchers hatieulated the ‘systems’ approach
(Shocker et al., 1994) and presented systematimtegrated models for sustainable
internal and external benefits to organizationghlghting a behavioural and holistic
approach (Burmann & Zeplin, 2005; LePla & Parkedp2 De Chernatony, 2001). In
branding a place, researchers (Skinner & Kubadk®72 Freire, 2005; Pant, 2005) have
pointed out the importance of a wide range of fiacto multidimensional models and of
building the brand system of place. However, exgstnodels have rarely defined what a
nation-brand system is and how nations have createdl developed such systems.
Moreover, they have asserted the importance ofidensg branding actors in the models.
What is an important notion is that branding actmes typically involved in development
and execution in various stages, and that theirposition and actions vary depending on
the country output involved (Papadopoulos & Hes@@)2:310-311). However, there are
few studies that have conceptualized the brandieghanism based on the behavioral
approach — encompassing both branding actors andtias in the phase of the brand-
building process. Although much progress has beadenin branding research, as Keller
(2001) has pointed out, one of the most importaséarch priorities in branding theory is
to develop more comprehensive and realistic modhlsh are useful across a broad range
of decision-making settings. The developed ‘NaByanding Mechanism Model’ offers a
refined and integrated model that comprehends @scelated to nation brand building
across different academic disciplines. In particulae NB-MM explains what a nation-
brand system is and how such a system is contéxtaatl holistically created by the
branding mechanism that reflects the dynamic phemom of a nation’s reality change
affecting the sustainable competitiveness of aonatver time. Therefore,

= This research contributes to the design of a gfi@teation-brand management model
that creates systematically the nation-brand systeensustains effectively the nation’s
competitiveness.
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8.2 RECOMMENDATIONS

Nation branding is an emerging and growing resedistipline. Investigating the role
of nation branding with respect to sustainable cetitipeness of nations, we have defined
how nations have sustained their competitivenessugin the nation-brand building
process. In particular, this research has coneibtd the development of a nation-branding
model (the Nation-Branding Mechanism Model) andsdah on the model, to the
explication of the relevance between nation brajpa@dind sustainable competitiveness of
nations.

Moreover, through the ‘Nation-Branding Mechanism ddb, we contribute to
building a nation branding theory from the strategrand management perspective.
Reseachers in brand management insist that bramdgament should involve strategic
and holistic decisions in order to reposition anuten brand as a value brand (Wood,
2000). In more concrete terms, Keller (2001:4) mkithat branding effects are highly
dependent on the context involved, and that braadagement challenges us to understand
the totality of the possible antecedents and carmszps of branding activity and the
possible mechanisms involved. Future research needxtend the current research in
terms of the total brand management context. Th@song recommendations are made.

Total brand management, reflecting what Keller ®06tated, is to consider the
dynamics of integrating input-process-output ofiaratbranding. Our research has been
limited to a focus on the process and output ofonabranding, without defining input
measures such as stereotype. Stereotype charastesizcontradictory aspect to be
compatible with nation branding process. As Anl{@@07a:27) has argued, on the one
hand, stereotype (that is the reputation of countidyether good or bad) seldom really
reflects the current reality of the place becaudemee lag between image and reality. That
is to say, a place may be changing quite quickly,its image can lag behind by years or
even decades (lbid). In the notions of country4afio and country image, on the other
hand, stereotype is considered as a mechanismeébate in target markets use to simplify
the world and develop over their lifetimes. Natlamanding is the process of transforming
stakeholders’ stereotypes into the sustainable etitygness of the country. Therefore, we
need to consider this built-in stereotype in naboanding model. Our research focused on
how these nations have successfully performedrmmgef export and FDI brand systems,
and on the longitudinal scope in comparing the dira; cases of Korea and Ireland, to
explain the brand management process. Korea has fmesstioned as one of the Asian
tigers. Ireland has been perceived as a Celtic. tige compare the brand management of
both nations, our research has adopted them asneapiositioned in a similar country
image category, but has not investigated sterestgfmng with its longitudinal scope. Our
research suggests that further research shouldd@ai/hat kinds of stereotypes have been
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built on in each country and how nations have tffidly managed nation brand systems
within the ‘Nation-Branding Mechanism Model.’

In contemporary management science, brand managamabout working on the
context of action (Arvidsson, 2006). There remangeed to develop more actionable
models of brand equity (Keller, 2001). A nationrmas a ‘living system’, and a nation-
brand building process must involve an inclusivanorbehaviour to make the nation-brand
system live, which enables to build a fully actibleamodel on sustainable competitiveness
which implies nation brand equity. In the proce$sation branding, our research has
found that a nation-brand system has been developed nation-specific development
trajectory, and that it has been invigorated bynbdnmag mechanisms based on the
behaviours of integrating actors with activitiesovever, our research has focused on
finding branding mechanisms through a longituds@pe, which has limited the findings
to defining branding behaviors and mechanisms widlm export or FDI branding system.
LePla and Parker (2002) have asserted that thgratezl brand model is claimed to be
holistic, and by developing an integrated brandanizations may gain sustainable benefits
both internally and externally. Our research ngedsuild a more holistic and systematic
model through explaining the integrated brand systd an export and FDI branding
within a nation. Therefore, we recommend that ferttesearch must stretch into exploring
branding behaviours and mechanisms more thoroughlgonverging export and FDI
branding systems into a single nation-brand system.

Moreover, we highlighted that nation branding hashed with three domains of
country-of-origin, place development and publiclaiipacy, which have upheld the role of
nation branding. A key management role in the malianding process is to combine these
three domains into one concept of nation brandm@s to create a nation-brand system
and to achieve nation brand effects both internath externally. In this managerial
process the context of nation branding, creatiaityl relationship notions are imperatives.
De Chernatony (2001) has argued that it is necgsdaall stages to consider creatively
unique ways of building the brand. Creativity mbst applied systematically throughout
the strategy process from creating a vision for hend to the design and delivery of
branded products and services (Van Gelder, 2006hok (2006a) has asserted that a
strong brand strategy is essential to clarifying pinocess, which imposes demands on the
creativity that devises the brand strategy. Crégtis imbedded in the organization (Van
Gelder, 2005), and creative organizations break nddle barriers both within the
organization and with the outside world (Ind & Wa004). Nations can sustain their
competitive advantage and sustainable developnmeatgh the branding mechanism of
creating competitive identities and images. Meatayhiankinson (2004) presented the
concept of a brand as a relationship. As a newoagpr to brand equity, there are the
relational aspects of the brand that contributérend equity (Jones, 2005). A creative
nation brand can be effective through buildingustibased relationship with both internal
and external stakeholders, which underpin nati@mdreffects. In particular, we note that
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research emphasizes the role of governance in ibgildreativity and relationships.

Therefore, future study needs to consider cregthdtsed and relationship-based
behaviours with branding governance in terms oflaxpy branding mechanisms on the
sustainable competitiveness of nations.

Strategic brand management aims to build, measutereanage brand equity (Keller,
1998:594). Our model has presented nation brandtyegqu line with sustainable
competitiveness. There are some common approacheseasuring brand equity at a
corporate branding level. Jones (2005) states tlileatmost common approach to brand
equity is divided into three categories: mentahdraquity - the impact of the brand on the
consumer’s consciousness; behavioural brand egutnsumer’s behavioural response to
the brand; financial equity — the financial impatthe brand as expressed through return
on investment, profit, turnover, price-to-earningsio. Abela (2003) categorises brand
equity measurement using an additive or inclusiyppr@ach. According to these
researchers, theory and practice present a sdrigsatlenges to traditional approaches to
brand equity, and an inclusive approach is preferab an additive one because they
consider a much broader concept of “branding.” @search has focused on FDI and
export branding, which has been limited to definiig) and export competitiveness based
on financial equity. Based on the ESTI and FIEKnkdraystems, we identified product-
based and perception-based equities. However,mitet ourselves to defining behavioral
brand equity considering both consumers and brgndintors. In the total brand
management context, further research into natiaanding needs to measure all the
variables within a nation-brand system and natioanth equity both inclusively and
explicitly.

Developing sound theory to guide brand managengsemcareasingly necessary and
should be integrative (Shocker et al., 1994). Tle® e great need for integrative studies to
merge the available knowledge across the variodwidual disciplines (Papadopoulos,
2004:47). Nation branding study needs to interatt the relevant theoretical contexts and
to adapt them to building nation branding knowleddae integrative approach to
developing nation-branding theory must be refleateluilding effective nation branding
models. Particularly reflecting that nation bramdicomprises multifaceted complex
dimensions, we recommend incorporating the conceptystems and systemic thinking
into any future development of our nation brandimgdel. Key insights of systems theory
relevant to organizations have been reflectedthrearetical base for strategic management
(Sanchez, 2002). Taking a systems theory, natiandang study can extend to exploring a
nation-brand system and its effective management.

Research into nation branding has applied methgdam@bapproaches to case studies
using qualitative techniques and historical analy3io refine the research model termed
the ‘Nation-Branding Mechanism Model’, this reséattas adopted a comparative case
study providing a qualitative and in-depth approactexplaining performance in nation
branding. Korea and Ireland have been focused ptaieng how nations have sustained
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competitiveness based on export and FDI brandifgchwhas provided the necessary
degree of understanding of the relationship betwesion branding and competitiveness.
We recommend further research to determine whedbhemrmodel is applicable to other
cases of nation branding and will remain validrdéfiecting systems theory and systemic
thinking to understanding a small number of systéhiall, 2006; Senge et al., 1994),
future research needs to adopt the tools that enabbroad array of methodological
approaches to generalizing our model, particulewsusing on the umbrella concept of
nation branding.
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APPENDIX: DATA COLLECTION PROTOCOL

Al. SCHEME FOR DATA COLLECTION PROCEDURE

To collect data for branding of Korea and Ireland & analyse the collected data, we

design the case study schedule in the followingsste

Procedure

Step1 —Benchmarking and analysing the secondary data ftmmeading international data
agencies

Step2 -Gathering information for questionnaire and watiquestions
-Contacting key informants from case countries

Step3 -Visiting the governments and promotion agencies
-Interviewing face to face, telephone and email

Step4 —Analyzi.ng interviev_v. results .
-Preparing the additional data collection

Step5 —Collec.:ting thc.a documents N
-Interviewing informants for additional data

Step6 -Writing the case description

A2. INTERVIEW QUESTIONS

Section A2 addresses the interview questions. Tiestepnnaire has been composed

on the basis of the pap&vleasuring the Performance in Nation Branding: Céydy,

Stakeholders and Identity-Oriented Vielsee, Cho & De Boer, 2006)” which was
presented in The European International Businessdémy (EIBA) 2006 Conference.

Questionnaire is as follows:

NO. Questions
BP-F1 How has your country been cognitivetgcognized by TNCs (Transnational Corporations) rdu
attracting FDI?
BP-F2 How has your country been emotionaligen affinitive to TNCs (Transnational Corporatiodsying
attracting FDI?
BS-F1 | How much has your country accomplished the mainsgoderms of attracting FDI?
BS.F2 How much has your country achieved the economico&-economic outcomes terms of attracting
FDI?
BP-E1 | How has your country been cognitivecognized by the global markets during Exporivaigts?
BP-E2 | How has your country been emotionablgen affinitive to the global markets during Expamstivities?
BS-E1 | How much has your country accomplished the mairsgoaerms of Export activities?
BS.E2 How much has your country achieved the economicof-economic outcomem terms of Export
activities?
At the beginning of establishing brand vision: itligig brand resource:
What kinds of the attractive industries were al@é@an your country?
(Please select three of them as the priority) , ,
BI-I

1. Tourism
2. Textile & Leader
3. Agriculture, Forestry and Fisheries
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4.1CT

5. Electronics and electrical

6. Construction

7. Pharmaceutical & biotech

8. Transport service

9. Engineering & machinery

10. Automotive

11. Energy

12. Food & beverages

13. Wood & wood products

14. Mining & petroleum extraction
15. Finance

16. Steel & other metals

17. Petroleum products

18. Chemicals

19. Health & social services

20. Marketing or consulting services
21. Other

BI-P

What kinds of physical elements were availabledancountry?
(Please choose three of them as priority) . ,

1. Endowed Resources (e.g. natural resourcesateggburces, outbound investment, etc)

2. Demand Condition (e.g. market size, demand g atit)

3. Related & Supporting Industry (e.g. infrastruetauch as transportation, communication, etc)
4. Business Context (e.g. firm strategy & structushour’s quality and quantity, etc)

5. Quality of Life (e.g. material well-being, patiél stability & security, community life, etc)

BI-C

What kinds of natural or intrinsic elements weraikble in your country?
(Please choose three of them as priority) . ,

. The spirit or emotion of the people
. Shared vision

. The openness of the people

. The elite ownership

. Loyalty in people’s mind

. Vision and values of Korea leaders
. Cultural diversity

. Others

0O ~NO O~ WNPRP

BI-S

What kinds of national symbol were easily recogdiaad recalled?
(Please choose three of them as priority) .

. Word Mark

. Flag symbol

. Coat of Arms

. Characters

. Typefaces

. Colours

. Uniforms

. Product brand names
. Company names

10. City brands

11. Landmarks such as Architecture
12. Name of Country
13. Other

© 00 ~NO Ol WN P
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At the beginning of establishing brand vision: Dé&fg TNCs Motivation:

TNC- What was the main motivation of TNCs investing toiyoountry?
MF

TNC-E | What was the main motivation of TNCs exporting frgour country?

Establishing brand vision:

BV1 What was nation’s vision?

BV2 | What was brand vision representing your countryjueiy?

BV3 In what standpoint does brand vision reflect yowurdry’s brand identity?

BVv4 In what standpoint does brand vision reflect TNCsivation?

Who (i.e. Brand Stewards) has mainly managed anehta&sponsibilities establishing brand visign?
(Please select three of them as priority) . ,

. Embassies and consulates

. International enterprises

. Domestic enterprises

. National governments

. Local and state governments

. Political parties

. National economic development agencies

. Local economic development agencies

. National tourist boards

10. Local tourist boards

11. Investment promotion agency

12. Export promotion agency

13. Individual citizens

14. Design Agency

15. The office of patent administration or law odfi
16.0thers (Non-Government Organizations, Non-RalitDrganizations, Academics, etc )

BV5

© 00 ~NO Ul WN P

Building Brand Strategy

BS1 | What has your country had brand strategy?

BS2 | How has brand strategy reflected brand vision?

How has brand strategy comprehended nation’s dtremgakness, opportunity and threat what Ireland

BS3
has had uniquely?

Targeting on the branding project, how can you gmeshe strategic directions on the basis of brand

BS4 ..
vision?

BS5 | In planning brand strategy, how actively have yotolved TNCs?

BS6 | In planning brand strategy, on which level have yowlved TNCs?

BS7 | How did brand strategy reflect the demand of TNCs?

BS8 | How has brand identity been analyzed in buildirgnbrstrategy?

BS9 | How has brand strategy comprehended on protectengtidentity?

BS10 | How has brand strategy comprehended on promotiagdbidentity?

BS11 | What was the role of brand stewards building brstnategy?

Implementing brand policy:

P1 How can you describe brand policy in terms of attrey FDI?

P2 How can you describe brand policy in terms of sufipg export activities?

P3 Who has been involved building brand policy?

P4 Who has operated brand policy in the focal posiion

P5 How has FDI policy focused on specific target?

P6 How has Export policy focused on specific target?

P7 How has FDI policy maintained the consistency vexport policy?

P8 How has FDI & Export policies maintained the cotesisy with national development policy?

P9 How has FDI & Export policies maintained the cotesisy with foreign policy?
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EO)

P10 | Who has been involved maintaining the consistengylicies?

P11 | Who has operated in the focal position?

P12 | How has your country considered maintaining ancaegng TNCs’ value?

P13 | How have the standard operating procedures foonséateracting with targeted TNCs?

P14 | How have the new ideas been adopted or pursued?

P15 | How have the targeted competitors been considered?

P16 | How has the cost efficiency been pursued?

P17 | How has Design agency creatively represented bdoamdity?

P18 | How has Promotion Agency reflected the changinge{fm & domestic) corporate strategies?

P19 What are the main targets (industries, activit@sjntries, companies, individuals, managers, or C
for promotion?

P20 How has Promotion Agency communicated the promatianessages, through advertising, pul
relations event or news stories, what Ireland héisemtically had?

P21 | How has your country protected intellectual projeertvhat TNCs have produced?

P22 | How has financial investment been allocated faaating TNCs investment?

P23 | How has financial investment been allocated fopsufing TNCs export activities?

P24 | Who has been involved in designing, promoting amdgeting brand identity?

P25 | Who has operated in the focal position?

nlic

A3. CASE STUDY REPORT

Branding of Korea Branding of Ireland
Section 1 Background Section 1 Background
Section 2 Case study design Section 2 Case studyndesi
Section 3 Creating a Korea-brand vision (C-KBV) Section 3 Creating an Ireland-brand vision (C-IBV)
= ESTI-I (1962-1971) » FIEK-1(1987-1990)
= ESTI-II (1972-1981) » FIEK-II (1991-1998)
= ESTI-III (1982-1997) = FIEK-III (1999-2003)
Section 4 Setting a Korea-brand goal (S-KBG) Section 4 Setting an Ireland-brand goal (S-IBG)
= ESTI-I (1962-1971) » FIEK-1(1987-1990)
= ESTI-II (1972-1981) » FIEK-II (1991-1998)
= ESTI-III (1982-1997) = FIEK-III (1999-2003)
Section 5 Developing a Korea-brand strategy (D-KBSpection 5 Developing an Ireland-brand strategy(D}IBS
= ESTI-I (1962-1971) » FIEK-1(1987-1990)
= ESTI-II (1972-1981) » FIEK-II (1991-1998)
= ESTI-III (1982-1997) = FIEK-III (1999-2003)
Section 6 Operating a Korea-brand strategy (O-KBS) Section 6 Operating an Ireland-brand strategy (O}-IBS
= ESTI-I (1962-1971) » FIEK-1 (1987-1990)
= ESTI-II (1972-1981) » FIEK-II (1991-1998)
= ESTI-III (1982-1997) = FIEK-III (1999-2003)

Section 7 Sustenance of competitiveness of Korea ectidh7 Sustenance of competitiveness of Ireland

Section 8 Conclusions Section 8 Conclusions
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A4. PRIMARY AND SECONDARY DATA SOURCES

BRANDING OF KOREA
-Key Informants

Jung, M. G. Ministry of Commerce Industry and EyeiSeoul
Kim, D. H. Korea Institute for Industrial Econoreiand Trade, Seoul
Kim, S. W. Korea Trade- Investment Promotion Age(f¢(OTRA), London

O, S. G. Korea Trade- Investment Promotion Agg§K&TRA), Seoul
-Korea Five-Year Plans
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