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Abstract 
The aim of this research is to examine and compare Ireland and Israel as two economies globalization has penetrated to, in the field of logistic hubs and R&D hubs since the 1990s until 2010. This in order to see if, and to what extent the economies of Ireland and Israel are competing each other in the globalized world. 
The research question is: How do small logistic hubs and R&D hubs differ from each other in penetrating the MNEs FDI market, comparing Ireland and Israel? My research assumption is that small economies attempting to attract technology MNEs’ FDIs, ought to carefully identify and calculate their competitive advantages in the market, each type of advantage requires a unique marketing strategy. The research method is a theoretical comparative analysis of Ireland and Israel marketing strategy and process in the 1990s and the first decade of this century (1990-2010). 
The findings show that although both Ireland and Israel experienced the penetration of global companies in technology, they are not competing each other on FDIs or on markets. This is because each country went its own path and adopted different policies regarding technology and globalization. Ireland was motivated to draw global companies in order to solve the problem of high unemployment and emigration by offering an attractive corporate tax and an English speaking system for the foreign investors. As such it became attractive to the European and the American markets. On the other hand, Israel established R&D as part of its military needs relying mainly on investments of the Israeli Chief Scientist and the human capital that was trained in the Israeli Defence Force. As such it offered global companies mainly the know-how of technologies. Since it is not an EU member nor has economic relationships with the Muslim and Arab neighbouring countries it is targeting mainly to the American market.    
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Introduction:

	Economic growth, measured by GDP per capita fluctuation, is usually examined over a period of time rather than in short intervals. Short-term fluctuations are less significant or indicative than long-term tendencies. Economic history literature offers two important tendencies: the first, technological innovation is an important vehicle towards economic comfort. The second, economies are more open and increasingly interdependent (Lewis, 2013; Van Duijn, 2013).   
These two tendencies are not disconnected from each other. Technological innovations facilitate, for example, online communication between distant parts of the world. On the other hand, the intensifying globalization tempts many economies to jump on this wagon as a platform to join the economic growth trend.
During the past four decades academic literature has researched the MNE[footnoteRef:1] phenomenon thoroughly from many disciplines and applications: economics, business administration, management, sociology and industrial psychology.   As time passed, literature on software and IT multinationals became equally common. Numerous studies were written on multinational marketing, usually focusing on the handicaps of enterprises, such as management differences, employment, communication or cultural and distance or frictions (Shenkar, Luo, & Yeheskel, 2008).  [1:   The term MNE is commonly used; “E” representing “enterprise”. However, a synonymous term is also used: MNC. “C” representing “corporation”.] 

MNE marketing research often uses the term “entry mode”, mainly referring to the MNE as a penetrator on the one side, and the host country being the market on the other side. Most of the literature that researched MNE/FDI’ the other way round’ i.e., as a market where potential candidates to host such business have to penetrate, compete and make decisions, was focused on China, the Far East and India. The amount of literature I found referring to this approach and relating to small states and their economies, is relatively limited. 
And indeed, progress in digital technology in the post World War II years and consequently, the proliferation of information technology (IT), enabled some small state economies to become a central focus of multinational enterprises (MNE’s) in attracting foreign direct investments (FDI). Ireland and Israel have been a focus of IT multinationals for over two decades. 
Both Ireland and the state of Israel share more than a few basic characteristics in common which can be a good ground for a comparison. First, the size of territory is small, and moderately populated: in the 5-10 million bracket. Second, a large proportion of their potential compatriots live outside the home country due to social, economic and political reasons. Third and similarly, both Ireland and Israel are distinctly religious societies: Ireland Catholic, Israel- Jewish – defined as a Jewish State. Fourth, their cultural and social links with the largest economic power, especially but not solely, the United States, is not only close, but somewhat unique. Fifth, both Ireland and the state of Israel embarked on promoting massive foreign industrial investments, in the mid 1950’s. Sixth and equally, both countries based a large proportion of their economy on agriculture until a few decades ago: for Ireland agriculture was the main economic sector and for Israel it was the collective socialist concept of the Kibbutz. Seventh, GDP per capita, both in Ireland and Israel has considerably grown since the 1990’s, dependent, to a large extent, on foreign investment in general, and exporting services and research and development to many of the leading MNEs.[footnoteRef:2] [2: Detailed data relating to this paragraph can be found in the official statistical bureaus periodical   publications.
Ireland: Central Statistics Office (CSO),. Dublin, hereinafter  referred to as CSO
Israel: Central Bureau of Statistics, Jerusalem , hereinafter referred to as CBS.
 ] 

Never the less, in spite of similarities between the two countries and economies, each one of them chose a unique path in attracting such investments. Whereas Ireland concentrated on becoming a logistical hub, hosting advanced technology and IT services in particular (O Riain, 2000), Israel, considered as a “start-up nation” (Sener & Singer, 2009) is a R&D hub for many of the large MNEs in the IT field (Trajtenberg, 2002) as well as a breeding ground for many start ups (Peled, 2001). However these paths, which seem to be parallel had meeting points where they occasionally competed against each other on the MNE/IT market arena. Hence, although one would expect that there would be a competition between Ireland and Israel due to globalization, they a total different synergy and therefore do not compete with each other. 

My Research Question is: How do small logistic hubs and R&D hubs differ from each other in penetrating the MNEs FDI market, comparing Ireland and Israel?
My research assumption is:  Small economies attempting to attract technology MNEs’ FDIs, ought to carefully identify and calculate their competitive advantages in the market, each type of advantage requires a unique marketing strategy[footnoteRef:3]. [3:   As both Ireland and Israel entered the market almost concurrently, i.e. in the early 1990’s, this study will exclude the timing factor.] 

Research method: The research method is a theoretical comparative analysis of Ireland and Israel marketing strategy and process in the 1990s and the first decade of this century (1990-2010). 
The first chapter is a literature review of the existing research on Ireland and Israel. This literature review covers a general overview of technology and IT MNEs FDI development process; an overview of the Irish economic situation towards the late 1980’s with emphasis on technology in general and digital technology in particular; and overview of Israeli economy towards the late 1908s with emphasis on advanced technology. The review shows that Ireland and Israel had each developed a different set of aims by approaching MNEs and consequently foreign development investment. It also shows that both countries aims were different: Whereas Ireland mainly aimed at economic investment to supply its employment potential and to decrease its population’s emigration, Israel was mainly concerned about building a technological potential. Its financial success was an important added value. As such, Israel has managed to develop its powerful research and development capability, which is a unique commodity on its own. Growing global requirements for information security and Israel’s unique military and security prestigious experience seems to secure further MNEs interest in Israel’s technology. In the case of Ireland, as successful as it may be, it remains dependent on global economy on the one hand, and the level of potential competition on the other. 
	The second chapter focuses on the findings and aims to examine whether the existing research literature can be supported by the gathered data. Data on Foreign Development Investment fluctuation, Foreign Development Investment policies in both countries with regard to hosting large MNE’s, corporate taxation, unemployment rates, Research & Development spending and government support in relation to GDP as well as annual start-up growth show that different unique economic targets of Ireland and Israel, have been transformed into different policies in each of the countries to suit the aims. Such policies resulted in High-Tech Firms maintaining different characteristics complying with Irish and Israeli policy objectives. In many cases the MNE’s, which invested in both countries were the same. However, maintaining not only a multinational agenda, but rather a global insight, their scope of penetration and investment was suited to each of the two countries.
The third chapter is the discussion of the findings – Analysis using 
Oscar’s Wild’s phrase: The importance of being similar or different. The analysis shows that Israel demonstrated a two-way street marketing strategy, as a procurer of state of the technology coupled with local advanced industry backed by state owned unique technological R&D. It also shows that Ireland offered itself as a European logistic hub on favourable tax legislation with little cultural difference.
The last chapter, chapter four, offers a few conclusions of the research and discusses its limitations. It suggests a further study of the topic of Foreign Development Investment, MNEs and R&D in Ireland and Israel. This future study would focus on the negative implications of Foreign Development Investments on the economies of both countries, Ireland and the state of Israel, in the long-run period. This, in order to provide a fuller picture of the phenomenon under examination and offer operative suggestions for the policy makers in both countries. 
The research is based on secondary and primary resources and is enabled thanks to my full knowledge in both English and Hebrew. Ireland’s exports to technology and IT MNEs in particular, have been thoroughly researched throughout the past twenty five years. Ireland’s success has been closely researched as a possible comparative model for other emerging economies (Acs & Virgill, 2010), or as a potential role model for Latin American countries such as Costa Rica for example (Paus, 2005).
Massive research was conducted on the added value to Irish economy in general terms, in addition to the impact on GDP growth, employment, standard of living and social changes, for example, Buckley & Ruane (2006). Most of the research was based Ireland’s IDA[footnoteRef:4] periodical reports, tax and investors guides, as well as statistical data that supply ample primary sources.   [4:  IDA: Industrial Development Authority] 

Israeli economy in general, and its technology R&D specifically, have been widely and  academically researched throughout the past twenty five years in articles such as Trajtenberg (2002) who served as the chairman of the National Economic Council. Israel’s military R&D contribution to civil R&D and their impact on economic growth have been fairly covered (Peled, 2001). 
Most of the academic literature was supported by official primary sources and statistics that are available in Israel’s periodical CBS[footnoteRef:5], the state Bank of Israel, as well as government and parliament decisions and protocols. Others used data either directly from the industry or through the Israel Association of Electronics & Software Industries. Needless to say that a large amount of primary sources and even literature related to Israel is in Hebrew, especially referring to government and parliamentary documentation. [5:  CBS: Central Bureau of Statistics] 





Chapter 1    : Literature Review
Multi-National Enterprise (MNE) is a broad definitionof a company that owns or controls production of goods or services in one or more countries other than their home country. It may include several dimensions, such as ownership, management, strategy, legal or structural. Economists frequently use the term Multi-National Corporation (MNC) defining the legal status, or Trans National Corporation (TNC) implying both ownership and legal status (Hennart, 2000; Mayrhofer&Prange, 2015). Some firms have no home country being defined as global or stateless corporations (Hu, 1992). MNE’s main modus operandi is through Foreign Direct Investment (FDI) in which they may acquire full or partial ownership, according to local rules and legislation leading to direct control of a business in a foreign country turning it into a subsidiary. Such an acquisition supplies the MNE relative advantages such as labour, raw materials, production, logistics, or market. FDI frequently includes investment of technology, management and knowhow enabling the MNE to further capitalize on their already accumulated assets.
Multinationals are not a creation of the past few decades. Van Dillen, Poitras, &Majithia (2006), among many other economic historians, regard Dutch East India Company (VOC)[footnoteRef:6] and East India Company at the beginning of the 17th century, as the first multinational corporations. Apart from being the first publicly traded company, VOC was for almost two centuries the largest trading and labour force between the two continents, with two headquarters, Amsterdam and Batavia (Jakarta) and ports and facilities in South East Asia Parthesius, R. (2010). During the colonial era, firms operated overseas taking advantage of local resources, which profited the home countries at the expense of the colonies (Grier, 1999). In the mid 1800’s firms such as Singer sewing machines and Siemens started to establish foreign manufacturing facilities, a tendency that increased until it slowed down during the 1929-1933 depression. After World War 2 (WW2) it restarted, led by US MNE’s followed by European and East Asian (Jones, 2015).  [6:  Company’s official name was Vereenigde Oost-IndischeCompagnie (VOC), the United East India Company, distinguishing between the English (later British) East India Company.  It is known in literature as the Dutch East India Company.] 

Since the early 1970’s multinationals have begun to maintain an ever-growing share in the world economy, mainly as a result of political and economic changes, coupled with the technological developments of the past half of the 20th century. Following the end of World War II, Keynesian theory was widely accepted by most Western policy makers for almost a quarter of century (Galbraith, 1975). Governments intervened in the market managing to keep unemployment low as well as inflation at a modest rate. 
In the early 1970’s the Keynesian theory validity was challenged by two major developments: United States’ 1971 decision to end tying the U.S. dollar to gold[footnoteRef:7] resulting in a free float after 27 years of fixed exchange rates (D'Arista, 2009) followed by the 1973 oil crisis as a result of the Middle East October war (Balassa, 1985).  However, as significant as these two developments were, some even more far reaching changes took place in the following years. Communication technology began its first steps in the civilian market, followed by the disintegration and final collapse of the Soviet bloc on the one hand, and a monetarist economy in the U.S and Britain, cutting down government expenditure and economic involvement (Giddens, 2013). [7: Known as the Bretton Woods agreement of 1944 according to which most western countries and Japan agreed to tie their currency to gold, which resulted in a fixed exchange rate of all these currencies to the U.S. dollar.] 

Such multi dimensional, political and technological preconditions, enhanced closer ties between countries and cultures, economies and markets which were separated from one another. Globalization seemed to be the ultimate ideology and policy for the new world reality.  In a free market world, political strategy joined forces with the leading world business firms to materialize economic globalization, lowering the effect of national boundaries thus creating a global production, services and market place (Robinson, 2004).
Thirty years earlier George Kennan (Policy Planning Staff, 1948), the American diplomat and historian who created the US State Department Policy Planning Staff wrote about the constraints brought about by the disequilibrium between America’s wealth and the developing world poverty: 
“… we have about 50% of the world's wealth but only 6.3 of its population. In this situation, we cannot fail to be the object of envy and resentment…We should stop putting ourselves in the position of being our brothers' keeper and refrain from offering moral and ideological advice. We should cease to talk about vague … unreal objectives such as human rights, the raising of the living standards, and democratization.”

Globalized economy led by multinational firms could now operate free of Kennan’s constraints: envy was replaced by the promise for investment, employment, technology, close understanding to mention but a few. Labeled as a neoliberal model, it advocated economic involvement of all: underdeveloped economies, developing and developed ones alike. 
Many regarded globalization as a revolution. Some of them were critical but less could resist it in practical decision-making. Fear of being overtaken by the MNEs, or compromising on local culture, was faced with the growing difficulty to handle without MNEs (Sinha 2004).  Beck (2005) summarized it by offering two possibilities: the first, the “proactive globalization” based on the formula: “if you can’t beat globalization- join it. Put it into practice to share the opportunities it offers”. Resistance is the second, but, as Beck mentioned, economic organizations such as the World Bank and International Monetary Fund (IMF) imposed heavy restrictions on such countries amounting to such an option to remain mostly theoretical.
Since the early 1970’s literature was widely preoccupied with the question of who gains more as a result of MNEs investments: state or MNE? At the early stages, during the 1970’s it was mostly accepted that the state, through bargaining the firm, successfully attempted to lead the latter towards state development objectives[footnoteRef:8]. Furthermore, it sometimes laid further demands once the initial investment was made (Vernon, 1971). As globalisation moved towards the neoliberal economic model in the late 1970’s, political economy literature increasingly supported the notion of a powerless state vis-à-vis market forces, represented by the MNEs, thus abandoning the state’s previous role of state intervention (Strange, 1996). Shifting from one approach to the other, this finally ended with a significant agreement that, rather than the state conceding its sovereignty, or the firm subjected to outstanding demands, the result of neoliberal globalization, was that the state’s role weakened in certain areas and was reinforced in others.  [8: Such a bargaining is described also as interventionist bargaining.] 

Seeking to attract foreign investment many states redefined their position liberalizing FDI regimes making their policies more favourable to investors. Consequently, MNEs no longer entered agreements, which provided for renegotiation. As a result, state-firm bargaining was heavily decreased during the 1990’s (UNCTAD, 2000). What may seem as growing MNEs’ dominance vis-à-vis states is not only a result of states redefining their strategy towards potential investing firms, but also in the growing economic power MNE’s gathered over the last two or three decades of the twentieth century to gather with experience gained along the negotiations process. 
According to World Bank Data, FDI world net inflows volume in 2000 ($1.461 trillion) was 28 times larger than twenty years earlier, in 1980 ($51.464 billion). MNEs have not only increased in number and volume, but include industries which hardly existed in the 1970’s. Among the leading top eighty MNEs, eight are technology firms (led by Apple) and six are biotechnology and drugs firms (led by Pfizer). MNEs annual revenues have increased during the past forty years exceeding the GDP of even some high income advanced economies such as Ireland or Israel’s GDP[footnoteRef:9]. According to Fortune Global (2016), Walmart [footnoteRef:10] (US) ended 2015 with revenue of over $480 billion and State Grid (China) with $329 billion revenue, whereas Ireland and Israel’s GDP was under $300 billion each in 2015. Financial wealth of such a magnitude is easily translated into MNEs political power vis-à-vis states, often described as being quasi-governmental (Wettstein, 2009) with political interactions of key power holders in such firms.   [9: Both states are ranked in the 35-40 top GDP economies and classified as high income economies by the World Bank (2016). Ireland and Israel are classified as advanced economies by the International Monetary Fund (2017) and World Bank (2017).]  [10:  Walmart is the World’s largest retail corporation.] 

Ireland’s economy, as a free independent state for over the last nine decades is divided in the literature into two unequal periods: the first seven decades, 1922-mid 1990’s, as an agricultural low growth economy. The second, a rapidly growing industrial and services economy for the last two decades, reaching a $50k GDP per capita benchmark. Economic and political literature researching the period since the mid 90’s, although much shorter than the early period, is of a much larger scale than the first.
	Since Ireland was established as a free state from the United Kingdom in 1922, including the 26 counties (out of 32), its economy’s fundamental key elements hardly changed. That does not mean that attempts to introduce economic changes did not take place, but their effect was at most extremely limited. Ireland remained an agricultural economy in which this main sector continued declining (Gráda, 1997), of poor workers, high unemployment rate (Girvin, 1989) and consequently, an almost unprecedented emigration (Mac Laughlin, 1994). Stagnated economic growth, along with a global recession (1929-1933), had the Irish government turning to a protectionist economic policy. This strategy failed, due to the lack of resources in Ireland. The failing economic condition continued through the 1940’s and 1950’s. Out of a population of 3 million in 1950, half a million -16%- emigrated abroad within a single decade (Daly, 2006). It is almost self evident that until the late 1950’s national economic planning was hardly in existence. 
Ireland did not share the economic growth of Europe after World War II (Honohan & Walsh, 2002). One economic policy plan followed the other with no coordination between them. Protectionism prevailed, low government expenditure, contrary to Keynesian theory, kept infrastructure on a poor level, with very little incentives for investors on the one hand and Irish adequate employment on the other.
Four decades passed until Ireland decided to weaken its economy’s ties with the UK economy, whose growth rate was at a much slower pace than other European economies (Kennedy, 1992), to finally launch in 1958 a comprehensive public investment program, based on free trade, investment, economic and increased government expenditure (Barry & Fathartaigh, 2015). Growth rose rapidly in the 1960s, not only halting emigration for the first time in over a century, but also absorbing newcomers. Such new policies helped Ireland join General Agreement on Tariffs and Trade (GATT), to reduce tariffs. 	
Unfortunately for the Irish economy, the positive growth of 1960 was short term. The 1973 oil crisis, rising world inflation, followed by 1970’s recession created a situation that large public expenditure was proving to be unsustainable, as public deficit skyrocketed. Economic instability led to political and social instability discouraging some foreign investment, which proved to hurt the economy severely. Inflation reached two digit figures in the early 1980’s accompanied by an 18% unemployment rate in 1986 and salaries were taxed up to 60%. 
Overcoming such economic difficulties required national scale political and economic joint effort, which was rather uncommon to Irish public and politics, but non-the-less essential to continue the 1960’s reforms (Barry, 1999). Bipartisan interest supplied such an opportunity during the late 1980’s which not only rescued the economy but managed to promote unprecedented 9.5% annual growth and over 50% employment increase between 1995 and 2002, until it was named the “Celtic Tiger”[footnoteRef:11]. [11: “Celtic tiger”, a name given as a result of rapid growth, a reminder of the Asian economic growth in Hong Kong, Taiwan, Singapore and South Korea, known as the “Asian tigers”.] 

Ireland turned from a poor country into a wealthy economy almost overnight. Literature analyses the causes behind this success focusing on two major sets of causes leading accomplishment: Irish policy and decision making on the hand and external advantages on the other. Among the main policy decisions, literature notes (Honohan, 1999; O Riain, 2000; Dorgan, 2006)
· Tripartite social partnership between government employers and trade unions, which regulated relatively low salary increase and lower income tax. Such a decision prevented high wages demands at a cost of maintaining a relatively low rate of growth in the standard of living. 
· Investment in higher education, which supplied the market with highly qualified and educated manpower in engineering, management, business administration and technology sciences.
· Increased women participation in the labor force.
· Low corporation tax and financial assistance makes it much easier to locate foreign investment.
· Transforming Ireland from an agricultural society to an industrial economy.
· Professional economic and governmental branches coordinating investment issues up to the top level (Irish Development Authority – FDA, etc.)
· Increasing budgets towards housing.
		As crucial as such policies are to the development of society and economic growth, they alone could not materialize such a fast economic boom. Other countries utilized similar policies with less success. Kirby, Gibbons & Cronin, (2002) emphasize the unique cultural advantages Ireland possessed during this phase.
· Rapid digital technology entry into the world market scene in the 1980’s. Intel and Microsoft were among the first to enter Ireland with FDI slightly after the 1987 Irish policies were initially formulated.
· Ireland is an English speaking society, which suited the US MNEs.
· Membership in the EU, a single market, supplying geopolitical and economic advantages.
· Low rate wages in comparison with most West European economies.
		Multinational involvement as well as host countries performance is usually measured according to FDI in host economies. Annual flows of foreign direct investment into Ireland increased from an annual average of around $140m in the 1980s to $790m in the first half of the 1990s and $2700m in the second half of the decade (Department of Enterprise, 2003). Return on investment is another set of criteria to measure MNEs performance. The rate of return on US MNEs investments in Ireland averaged 20 per cent between 1995 and 2002, the highest in the EU (US Bureau of Economic Analysis, 2003).
		Ireland’s economic boost was widely applauded in the economic literature in Ireland internally, but also in Europe and the US. However, some economists and public policy research criticized Ireland’s policies mainly for being unbalanced. Barry (2002) indicates that government policies lacked spreading the fruits of MNEs entry across the country as they were centered around Dublin and 2 or 3 other cities. Allen’s (2000) criticism lies with the changes in Irish society and culture losing their national as well as their social identity. Furthermore, Irish success in attracting so many Multinationals resulted in a considerable increase in the cost of services and housing which has a negative effect on the nature Irish economy.	
		Ireland’s MNE’s success is dependent on supplying MNEs with qualified labor, which is not as low as it was in the 1990’s, and as a low taxed services entry to the EU. It is relatively highly vulnerable to world financial and economic fluctuations as well as to potential competition. O'Leary (2011) although realizing the benefits of Ireland’s attraction to MNEs investments, raised doubts as to the long term stability on the economy. 
		Irish economy suffered a considerable setback as a result of the 2008 global financial crisis. Growth, at 10% in 2000 dropped to 4.7% in 2007 and further down to -1.7% in 2008 and over -6% in 2009. MNEs expansion freeze in Ireland led to a severe property market crash, which reflected a solvency problem. Fluctuations in Global economy, which increase instability in general, and especially in the area of employment, touch Ireland’s most vulnerable spot and open wound, that of emigration. Depending so heavily on foreign investment and MNEs as a major part of the economy every negative fluctuation reflects on employment and subsequently on emigration which acts as a highly sensitive pendulum: growth leads to immigration, but a slack down, not mentioning a crisis sends many emigrating.
		The State of Israel was established in May 1948, in the midst of the Arab Jewish war over Palestine. At the end of the war Israel controlled three quarter of the territory and started building the state. In 1948 there were 650,000 Jews in this territory and 160,000 Arabs[footnoteRef:12], based on a predominantly agricultural economy (Kleiman, 1967).  Within less than three years the Jewish population more than doubled by absorbing Jewish immigrants from post Holocaust Europe and Arab Muslim countries of the Middle East and Maghreb. Although the economy’s characteristics hardly changed during the first two decades, GDP growth was in excess of 10% per annum on average, as exhibited in table 1 below. [12:  Although there were over one and a quarter million Arabs in Palestine only 160,000 remained in the Israeli territory. The rest either fled to Arab countries, or were ousted by the newly formed Israeli armed forces.] 



Table 1
	 
	Private consumption
	Gross domestic
	 Gross domestic product

	 
	expenditure per capita
	product of business
	 

	 
	
% OF VOLUME CHANGE COMPARED WITH THE PREVIOUS ONE
 

	
	
	
	

	1954 
	12.3
	20.5
	19.4

	1955 
	3.9
	12.5
	13.6

	1956 
	5.1
	9.8
	8.9

	1957 
	1.2
	9.8
	8.8

	1958 
	6.3
	8.0
	7.3

	1959 
	6.4
	14.3
	12.8

	1960 
	4.5
	7.1
	6.6

	1961 
	7.3
	12.0
	10.9

	1962 
	5.8
	11.1
	10.0

	1963 
	5.8
	11.2
	10.5

	1964 
	6.5
	10.8
	9.9

	1965 
	5.1
	9.3
	9.4

	1966 
	-0.5
	-0.6
	1.0

	1967 
	-1.2
	0.3
	2.3

	1968 
	9.9
	18.8
	15.4

	1969 
	7.1
	14.7
	12.7

	1970 
	-0.7
	7.5
	7.7

	1971 
	2.1
	12.9
	11.3

	1972 
	6.5
	14.1
	12.2


                     source: (CBS, 2016 annual accounts, 2017)
		According to Ginor (1968), such rapid growth rates are usually associated with massive industrialization, at the expense of agriculture. Economists are in agreement that this was not the case with Israel’s economy. Extremely high immigration into the newly established state, together with foreign financial aid from overseas together with import surplus were the major growth catalysts in the 1950’s and the early 1960’s (Plessner, 2012;  Kleinman, 1967). 
		Israeli economic planning during this period was backed by Socialist inclined official policy supporting agriculture both as a platform to increase settlement all over the territory which Israel controlled in 1948 and as a massive investment economic area (Ginor, 1968). Most of the infrastructure development, as well as investments in industry were carried out and owned by either the Government of Israel or the Trade Union [Histadrut], which was a leading part of the parties, which formed the government until 1977. For the first two decades of existence, Israel’s economy served its government’s main political and strategic aims: absorbing immigration and building a defense force. The latter’s function was deterring the country’s surrounding neighbors and enemies from endangering it, thus concentrating efforts and budgets to ensure its existence (Ben Shahar, 1984). 
		Few countries manufacture sophisticated state of the art armaments, some of which they export to friendly armies, occasionally with attached political and military conditions or concessions. Israel procured huge amounts of military equipment and systems from such manufacturing countries: British, French and U.S. aircraft and battle tanks, to name but a few. Non-the-less, Israel maintained from the very outset a policy that it could not completely rely on military systems import alone[footnoteRef:13]. Depending on foreign sources alone limits independent decision-making and cannot assure supply of state of the art equipment which the manufacturing countries are sometimes reluctant to export even to their close allies.  [13:  During the early 1960’s France was Israel’s main military equipment supplier. French decision to halt any further military export to Israel, proved Israel’s assumption that it could not completely relying on foreign sources. ] 

		As early as the mid 1950’s Israel started developing and investing in local highly sophisticated military defense industries to supply together with the military R&D branch state of the art solutions to military and defense requirements (Brodet, 1984). Such industries were initially established and owned by the state. Most of them specialized in advanced technology requiring highly competent employees on the one hand, and turning into a breeding ground for innovative applied technology. In addition, procuring sophisticated military technological systems, required not only R&D manpower, but also advanced technicians and engineers for maintenance and upgrading purposes.  Investing in human capital has been a basic feature of Israel’s economy, either in agriculture or sophisticated military or civil technology (Justman, Teubal & Trajtenberg, 1987). 
	Two decades of rapid economic growth and almost unrivaled military superiority in the region ended[footnoteRef:14], following the 1973 Yom Kippur War. The 1973 oil crisis brought about an economic global recession together with commodities price increase, thus requiring rigid fiscal measures.  Furthermore, in spite of its military victory in the final stages of the war, Israel was surprised by military intelligence under estimates in the opening stages, which required further technology innovation and investments (Ben Shahar, 1984). 	 [14:  In June 1967, Israel decisively destroyed three armies: Egypt, Syria and Jordan within six days, and literally disbalancing the Egyptian air force in less than 90 minutes. ] 

	Israeli economy growth engines were slowed down since 1973 for over a whole decade, producing unprecedented low GDP growth rates (see table 2), increase of the deficit in the balance of payments and skyrocketing inflation up to 370% per annum (see table 4).   	



Table 2
	
	Private consumption
	Gross domestic
	 Gross domestic product

	
	expenditure per capita
	product of business
	 

	
	
	
	

	1974 
	4.5  
	5.5  
	5.5  

	1975 
	-2.3  
	3.2  
	3.8  

	1976 
	2.6  
	0.0  
	1.6  

	1977 
	2.7  
	1.2  
	2.0  

	1978 
	6.2  
	3.9  
	4.1  

	1979 
	5.3  
	5.0  
	4.7  

	1980 
	-5.9  
	4.3  
	3.6  

	1981 
	11.0  
	6.1  
	4.7  

	1982 
	6.1  
	0.6  
	1.4  

	1983 
	7.4  
	3.1  
	2.6  

	1984 
	-8.7  
	2.5  
	2.2  


                     source: (CBS, 1985 annual accounts, 1986)



Table 3
	Year

	Consumer Prices


	Average % change compared with previous one


	1973
	20.0

	1974
	39.7

	1975
	39.3

	1976
	31.3

	1977
	34.6

	1978
	50.6

	1979
	78.3

	1980
	131.0

	1981
	116.8

	1982
	120.3

	1983
	145.7

	1984
	373.8

	1985
	304.6


Source: CBS, 1987, Annual Prices, 1988
		Israel economy was brought to the verge zero growth. With a natural growth rate of 2.5- 3% a GDP growth rate of similar rate resulted in almost no growth what so ever. Non-the-less, in spite of the world recession since the end of 1973 coupled with internal economic slow down, two major far-reaching internal developments took place. First, higher education students have significantly increased, especially in advanced degrees.  In addition, proliferation of technological civil industry, utilizing, among others, human capital, which gained know-how and training in the military industries, took place. 
	Intel Corporation established in Israel, as early as 1974, its first development center outside the U.S. Within less than a decade Intel established in Israel a semi conductor plant and more development centers. Intel was probably the pioneer, but was shortly followed by National Semiconductor, Motorola, IBM and Digital (Frucht-Eren, 1996). Concurrently, mainly electronics industries were established with state assistance, mainly through the government Chief Scientist organization (Bregman, 1987).  
		Government reform plans during this decade failed because they were partial. Its economy remained with high state intervention, which served as an obstacle to private enterprise. In 1985 a reform was introduced which included all the three major components: government, trade unions and private employers. Each had to contribute its share. Government’s budgets were drastically cut down, real wages were cut lowering local demand and increasing exports, currency devaluation, exchange rate stabilization and price freeze (Razin & Sadka, 1993). Israel had finally turned into a market economy, after being mainly state controlled since its establishment. During the first five years 1985-1989 inflation was reduced from 373% in 1984 to less than 20% in 1989.[footnoteRef:15]  [15:  Although 20% annual inflation rate is extremely high, being reduced from 374% is considerable achievement.] 

		The Soviet Union collapsed in 1989. Within less than five years (1989-1993) almost a million former-Soviets immigrated to Israel, many of them with high occupational capabilities. Although shortly after they arrived, unemployment increased, it was reduced once they found employment. Inflation rate continued dropping to 10% annually and GDP reached 6-7% instead of less than 3% a few years earlier. Such indicators enhanced local investment as well as foreign from MNEs like Microsoft, Apple and Cisco Systems to name but a few. 
		Technology startups were founded, usually by young computer engineers and developers, who received their initial training, knowhow and experience during their military service. To finance such enterprises, the government’s chief scientist promoted in 1993 the establishment of ten venture capital funds and technological hubs in which attracted local and foreign investments. Within a few years Israeli startup initiators made exits at a high return such as Scorpio to US Robotics (in 1996 for $72 million), DSPC to Intel (in 1999 for $1.6 billion) and Chromatis to Lucent (in 1999 for $4.5 billion).  Numerous Israeli initiators preferred the exit-planning path. Others, however, opted to finance expansion operations on their own without selling the venture by publicly raising investment either locally or on world leading stock exchanges (Fuerst & Geiger, 2003). 
		Conclusion: From a bird’s eye view, literature indicates that there are many similarities and differences between Ireland and Israel and therefore the two countries can be well compared. The size of both countries territory is small, and moderately populated: in the 5-10 million bracket. A large proportion of their potential compatriots live outside the home country. Similarly, both are distinctly religious societies: Ireland Catholic, Israel- Jewish. Their cultural and social links with the largest economic power, the United States, is not only close, but somewhat unique. Even before globalization became the world’s leading economic and political ideology, both were well aware that their economic growth is largely dependent on overseas investment. Internal politics played an important role in both countries, which in fact postponed reforms required to expand their economic growth and stability.
		Despite such similar characteristics, literature shows that both opted for different policies, which most probably led each of them to choose a different path. Historically, Irish economy could not support its population, which led to growing emigration since the early nineteenth century. Israel, on the other hand expanded efforts to attract immigration, although the economy was poor. Literature emphasizes that Irish returned to Ireland when economy grew, but emigrated when the situation worsened. Israel on the other hand used immigration as an economic catalyst, first in agriculture and later in industry.
		Ireland offered MNEs a relative advantage: proximity to important European markets, generous tax benefits and cultural similarities. Literature has exemplified that such assets alone are prone to fluctuations in world economy. Israel, on the other hand invested in building unique innovative technological and scientific capabilities to attract foreign investments. Although there were years in which Irish economy increased on a larger scale than Israel, it was more heavily affected than Israel during slowdowns. 
		Literature supplies two different approaches to benefitting from MNEs and FDIs. Ireland has succeeded in attracting MNEs to invest in Ireland but most of the technology industry is foreign and at least a third of the employees are non-Irish. Israel technology industry is mostly in local hands and management even if in some cases MNEs have a large share in the ownership. Furthermore, as the industry was initiated by Israelis, some major industries remained owned by Israelis. Referring to local versus foreign employees, the difference between the two markets is even more apparent. Almost all employees in the technology industries in Israel are locals, compared with a large portion of foreigners in Ireland. MNEs have enabled Israel, either through exit planning or otherwise, to expand its technological innovative potential, apart and above the economic benefits which, FDI has given either Israel or Ireland. 
		Coming back to the research question: How do small logistic hubs and R&d hubs differ from each other in penetrating the MNEs FDI market, comparing Ireland and Israel? 
From researching the literature, which reviewed both the case of Ireland and Israel, it can be concluded that:
a. Ireland and Israel had each developed a different set of aims by approaching MNEs and consequently foreign development investment. 
b. Both countries aims were different. 
c. Whereas Ireland mainly aimed at economic investment to supply its employment potential and to decrease its population’s emigration, Israel was mainly concerned about building a technological potential. Its financial success was an important added value. 
d. Israel has managed to develop its powerful research and development capability, which is a unique commodity on its own. Growing global requirements for information security and Israel’s unique military and security prestigious experience seems to secure further MNEs interest in Israel’s technology. 
e. In the case of Ireland, as successful as it may be, it remains dependent on global economy on the one hand, and the level of potential competition on the other. 
		
 


Chapter 2: Methodology
		The research method is a theoretical comparative analysis of Ireland and Israel marketing strategy and process in the 1990s and the first decade of this century (1990-2010). More specifically this is a quantitative analysis of the available relevant official data to the research question from a multi-national perspective, which includes data from Israel and Ireland as well as data on foreign investors and foreign companies and acquisitions.  
		I use data that can draw a picture of the economic activities in each country regarding the research question and to follow the global penetration into both economies through the years and its impact on these economies. This data includes figures that can help us to understand the background of the policies taken by each country, such as unemployment rates, inflation rates, GDP etc., prior to the economic change that took place in both countries, which led to multi partisan cooperation. 
		Another set of data aims to help and analyse the developments, which occurred in both countries and to compare between it during the phase of globalization. Such data includes figures of Foreign Development Investment (FDI) in both Ireland and Israel 1990 through 2010, corporate tax and the GDP of both countries – especially during the 2008 economic crisis, which had an impact on foreign investments in Ireland and Israel. 
		The third set of data refers to MNE’s and R&D. This includes domestic spending on R&D, the number of annually newly established start-ups as well as the number and scope of acquisitions by leading Multi- national corporations between the years 2003-2013. This data shows us the outcome of the different policies adopted by each of the countries. 
		The comparative quantitative cross-national perspective is an ideal setting for addressing the essential characteristics of the quantitative data of the two case studies: Ireland and the State of Israel. It enables to unfold the different variables and reach a solid ground of data comparison. 
		Using official published data secures the objectivity of the research and prevents me from being bias. Also, it allows to scientifically review the research and validate it. Thus, it offers a more accurate picture of the reality. 
	The comparative methodology based on official date enables to compare between the two countries and to examine the global penetration to each of them.
	The aim of the next chapter is to examine whether the research literature can be supported by the collected data on both countries.
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Chapter 3:  Results and Discussion 
		Research literature clearly indicates that Ireland and Israel had each developed a different set of aims by approaching MNEs and consequently foreign development investment. Ireland’s aim was to stop emigration by increasing labour supply. Israel on the other hand, sought a market for its advanced technology skills on the one hand which suffered from low local civil investment. In other words, Ireland’s main target was the import of FDI as a lever to local employment, whereas Israel required export markets for its technology. Both countries suffered from severe economic breakdowns during the early 1980’s: Ireland with an 18% unemployment and two-digit inflation. Israel, although with low unemployment went through a relatively long period of sky rocketing inflation, reaching over 400% per annum in 1984. 
		Such basic economic deficiencies, coupled with internal political disagreements, did not promote the atmosphere MNEs require in order to develop overseas investments. Facing what might result in a grim future, both countries took almost unprecedented economic steps to halt the crisis, backed by multi partisan cooperation. Within five years, economy in both countries stabilized; Ireland’s employment increased by 50% and Israel’s inflation was drastically lowered to a single digit. MNEs were furnished with adequate conditions to embark on intensifying their involvement and increase FDI in these economies. 
		As seen in table 1, Foreign Development Investment in both countries had slowly increased in the early 1990’s . However, since that period and until 2008, Ireland reached an extremely high level of FDI, whereas Israel showed a solid but much lower increase rate in FDI over the two decades, 1990-2010. Furthermore, in spite of Ireland’s impressive increase in the late 1990’s and the beginning of the millennium  (Buckley & Ruane, 2006), it suffered a huge slowdown as a result of the 2008 recession (Barry & Bergin, 2012). From an annual FDI of over $50 billion, it almost hit the zero point mark within a year.  Unlike Ireland, FDI’s in Israel on the other hand, not only did not deteriorate during the 2008 crisis, but actually increased as exhibited in table 1.
Table 1: Foreign Development Investment (FDI) Ireland – Israel comparison: 1990-2010 (in billions of US$) 
[image: ]
Source: The World Bank, IBRD-IDA, World Development Indicators
		Fluctuation of FDI alone, as much as it may be substantial, does not serve as a sole indicator to economic changes, which are more clearly assessed by the value of a certain sector in the economy’ measured by GDP. Table 2 here-in-below, clearly indicates that Ireland’s decrease of FDI was not only massive on its own, as indicated in table 1, but greatly affected Irish GDP, constituting almost 25% of it prior to the 2008 crisis, and less than 7% after it broke out. 
Table 2: Foreign Development Investment (FDI) Ireland – Israel comparison: 1990-2010
(% of GDP)[image: ] source: The World Bank, IBRD-IDA, World Development Indicators
		Table 3 bellow, clearly indicates the scale of Irish economy dependency on FDI. Within two years, 2008-2010, Ireland’s GDP fell by 53.6 billion US$, representing 20%, which almost totally accounts for the decrease of FDI over this two year period. Ireland’s economy is heavily dependent not only on FDI, but also on fluctuations in world economy in general and on instabilities in the leading economies, such as the United States and Germany in particular.	
		Israel’s FDI is much lower than Ireland’s as noted in table 1 above. Its dependence on FDI is also much lower than Irish FDI; 5% of GDP, compared with 25% at the peak of contribution to Irish GDP. As table 2 indicates, Israeli FDI was hardly affected by the 2008 crisis. Multinationals continued investing in its novel technology. Its technology industry continued to initiate and produce solutions and systems in unprecedented volumes until it was named a “start-up nation” (Senor & Singer, 2009). Its broad economic structure enabled its GDP to grow as exhibited in table 3, by 8% during the 2008-2010 period’ compared with the 20% Irish down fall.
Table 3: GDP Ireland – Israel comparison: 2002-2010 (in billions of US$)
	Year
	2002
	2003
	2004
	2005
	2006
	2007
	2008
	2009
	2010

	
	
	
	
	
	
	
	
	
	

	Ireland
	127.9
	164.3
	193.9
	211.7
	232.2
	270.0
	274.9
	235.8
	221.3

	Israel
	121.1
	126.7
	135.4
	142.8
	154.5
	179.6
	216.8
	208.1
	233.8


source: The World Bank, IBRD-IDA, World Development Indicators
		Ireland’s FDI policy evolved through hosting large MNE’s as a logistic, distribution and organizational hub for Europe’s market. As shown above, it depended on high foreign investment managed and owned by the MNEs which brought into the country their know how and management (Buckley & Ruane, 2006). Relatively low salaries, compared to the leading European markets together with extremely low taxation were Ireland’s main foreign investment assets.  OECD average corporate tax rate was 25.5%, during this period. With a 12.5% corporate tax rate for companies engaged in trading activities, Ireland most probably possesses one of the most favourable corporate tax regimes for investors in the world (Grant Thornton, 2014).
		Israel cannot compete with the Irish advantages. It failed to possess the advantage of Ireland as a trading hub to Europe, the Middle East or Africa for at least two basic reasons. It was not, as to date is still not, a member of the EU and therefore could not make use of the Irish trading benefits in Europe. Being at war with most of its Arab neighboring countries, and maintaining no official economic and political relations with other Muslim countries like North Africa, Iran or Pakistan, Israel is barred from openly trading in these markets.
		 Israel maintained since the late 1960’s an economy of low unemployment. Contrary to Ireland, which not only sought new employment sources for locals and Irish emigrants overseas, thus creating a wider tax basis, Israel had to rely on sophisticated employment and corporate tax. As table 4 below shows, corporate tax in Israel was 36% at the millennium. It was gradually lowered during the first decade (2001-2010), to 25%. Needless to say that such a corporate tax cannot compete with the mere 12.5% Ireland offers (Yagil & Cohen, 2008).

Table 4: Corporate tax. Ireland Israel Comparison, 2001-2010
     Source: KPMG, Corporate tax rates table

However, Israel as already mentioned has for over five decades an overwhelming and almost unrivaled advantage in R&D in general, advanced technology in particular, and especially information technology, information security and cyber.  Its investment in R&D is among the highest in the world. 
		Table 5/a below shows that during in the 2008 economic recession, Israel’s gross domestic spending on R&D was three times as much as Ireland’s spending (8924 vs. 2810 billion US$). Table 5/b below shows that Israel’s R&D spending in that year was 4.4% of the GDP, whereas Ireland was spent 1.23% of its GDP.  


Table 5: Gross Domestic spending on R&D. Ireland-Israel Comparison 2001-2010
5/a: in billions of US$
	
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008
	2009
	2010

	
Ireland
	1 642
	1 738
	1 919
	2 147
	2 297
	2 443
	2 609
	2 810
	3 114
	3 148

	
Israel
	6 736
	6 640
	6 332
	6 609
	7 191
	7 780
	8 827
	8 924
	8 611
	8 666

	5/b: % of GDP

	
Ireland
	1.053
	1.056
	1.125
	1.179
	1.193
	1.198
	1.233
	1.388
	1.612
	1.597

	
Israel
	4.189
	4.137
	3.902
	3.877
	4.05
	4.145
	4.428
	4.346
	4.136
	3.939


Source: OECD Data: Gross domestic spending on R&D
		Israel’s domestic spending on R&D is not only much higher than Ireland’s, but is twice as high as the domestic spending of the OECD countries. Israel’s R&D support grant in Israel are based on a fixed rate of 50% of the expense of an approved R&D programme, while Irish R&D grants are discretionary up to a maximum ceiling of 35% of expenditure.  Israel provides a regional incentive with higher grant rates (60 per cent) available in peripheral areas.  Besides the regional based differential in R&D grant rates between both countries, the automatic nature of Israeli R&D grant support means that the average R&D grant rate is substantially higher in Israel than in Ireland. For example, government support of industrial R&D in Israel accounted for 26.1% of total civilian expenditure on R&D, compared to only 10% in Ireland (Roper & Frenkel, 2000).
		 Apart from an advantage in R&D spending, Israel has other advantages in this field. It is a prolific scientific publishing country with ten times higher than its population percentage. There are over 120 scientists and technicians per 10,000 employees, some 50-60% higher than the United States or Japan, which are considered highly technological economies (Razin,  2017).
		Israel has the second largest number of startup companies in the world, second only to the United States and remains one of the largest centers in the world for technology start-up enterprises. https://en.wikipedia.org/wiki/Economy_of_Israel - cite_note-Karr.2C_Steven-18 
		During the millennium’s first decade 200 start-ups were created annually and some 2500 start-up companies were operating throughout the country at a given time. Approximately 80-90 start- ups managed to make an exit annually some of which concluded transactions over one billion USD transactions.[footnoteRef:16]  [16:  The largest transaction to date was Mobileye for 15.5 billion USD] 

		Table 6, clearly indicates that the annual number of technology start up establishments increased through 2004-2010, from 580 per annum approximately to around 700 per annum in 2010. This annual growth as impressive as it may sound, especially taking into consideration the world economic crisis of 2008-2009, is even more outstanding if the net additional start up enterprises is analyzed[footnoteRef:17].  [17:  Net annual start up enterprises, equals establishments minus closures. ] 

		Table 6 shows that the net annual start up growth increased from 38.7% in 2004 to over 50% in 2010. Such an increase of 30% approximately, over a period of six years (2004-2010), reflects not only the growth of such enterprises, but mainly the annual increase rate of start up enterprises economic and technological stability. 
Table 6: Israeli technology startups 2004-2010
	
	2004
	2005
	2006
	2007
	2008
	2009
	2010

	established
	584
	549
	592
	712
	633
	709
	689

	closed
	358
	312
	361
	443
	355
	371
	342

	net
	226
	237
	231
	269
	278
	338
	347

	
	
	
	
	
	
	
	

	net %
	38.7
	43.2
	39.0
	37.8
	43.9
	47.7
	50.4




 Source: IVC Research Center, Industry Analysis, and author’s calculations. 
In the early years of the Israeli startup industry, i.e. in the nineteen eighties and early nineties, most of these enterprises were funded by the government’s scientist funds (Office of the Chief Scientist, 2014), and by local Israeli venture capital funds. Since the mid 90’s foreign funds, realizing the technological and economic potential of such development enterprises, gradually increased their investments in the Israeli research and development industry. Unlike Ireland, where the multi- national IT corporations companies are the main investors, FDI in Israel was not limited to such corporations alone. Driven by the success of Israeli R&D innovation, foreign venture capital funds, such as Sequa for instance, directly invested in the industry in early or middle stages alongside Israeli funds. Multi- nationals invested either in their own research and development centers, which they established in Israel (such as Microsoft or Intel), and fully developed Israeli companies possessing a mature product (such as Google acquiring Waze, or Intel purchasing Mobileye). 
Although acquisition prices where high, according to Luzzatto (2014), in Table 7,  during 2003-2013  
“80 Israeli companies were acquired for…$14.3 billion by giants as Apple, Cisco, IBM, Broadcom, Intel, Microsoft and others… to obtain innovative technologies... These acquisitions did not provide cash-flow, more customers,  or  increased  sales  that  justified  the  high prices paid. It was the valuable technological innovativeness that justified the price.” (Luzzatto, 2014). 
		Foreign investors’ decision to invest in Israel was first and foremost to acquire technology. Venture capital funds invested with the intent it would mature to a product or system. Multi- nationals acquired the companies with products or systems planning on further developments based on the companies technological capabilities as shown in Table 7.
Table 7: Acquisitions by leading Multi- national corporations: 2003-2013
	Acquirer
	No. Of Acquisitions
	Total Value in $M
	Largest Acquisitions

	
	
	
	

	Cisco
	10
	6,556
	NDS:5000, Intucell: 450

	Marvell
	3
	2,905
	Radlan: 195, Gallileo:2700

	Intell
	11
	1,992
	Telmap: 300, Oplus: 100

	IBM
	12
	1,693
	Trusteer:650, XIV:300 Guardium: 225

	Broadcom
	10
	1,204
	Provigent: 313, BroadLight: 195

	Google
	3
	1,003
	Waze: 966

	EMC
	7
	965
	XtremIO: 435, ScaleIO: 250, Kashya: 153

	ebay
	3
	832
	Shopping.com: 634

	Apple
	2
	740
	Anobit: 390, PrimeSense: 350

	Microsoft
	13
	709
	Gteko: 120, Kidaro:100

	Johnson & Johnson
	2
	597
	Omrix: 438, ColBar: 159

	Facebook
	4
	150
	Onavo: 150


Source: IVC Research Center, Industry Analysis
	  	Different unique economic targets of Ireland and Israel, have been transformed into different policies in each of the countries to suit the aims. Such policies resulted in High-Tech Firms maintaining different characteristics complying with Irish and Israeli policy objectives. In many cases the MNE’s, which invested in both countries were the same. However, maintaining not only a multinational agenda, but rather a global insight, their scope of penetration and investment was suited to each of the two countries. 
		Among the large MNEs high technology and information networks are:
Intel. Was one of the first MNES to penetrate both countries. It opened in Israel its first development center outside the US as early as 1974. To date it owns Intel’s largest R&D center, directly employing some 12,000 scientists and technicians and 17,000 more through sub contractors. It is managed in Israel by local management and CEO, which is also vice president of global Intel. Annual sales at the end of 2010 were in excess of 2 billion US$. Throughout the last 20 years Intel acquired Israel technology companies as well as startups at an overall investment exceeding 20 billion US$ (intel.co.il.).
		Intel launched in Ireland its largest manufacturing plant outside the US. With an investment of 10 billion US$, the  Leixlip, County Kildare plant employs over 4000 manufacturing staff of products (intel.ie),  some of which were developed in Intel’s centers in Israel. 
Google and Facebook, are relatively new comers to both countries. Both established their European, Middle East and Africa operational centers in Ireland. However, both have R&D centers in Israel and acquired Israeli companies, such as Waze. 
Microsoft, established manufacturing facilities in Ireland, as well as logistic centers. In Israel, the corporation initially launched a support center in 1981, but a few years later opened four R&D centers under a subsidiary called Microsoft Israel R&D (in Hebrew: מיקרוספט ישראל מחקר ופיתוח) managed by local executives, specializing in IAG technology and information security (microsoft.com/he-il., in Hebrew)
IBM has first entered Israel in the 1950’s initially as a sales and support center. Since the 1970’s it owns there two of the largest laboratories employing over 700 scientists and technicians focusing on information storage and logical circuits (ibm.com/il-he/). IBM has followed a similar route in Ireland, founding developing groups, although on a smaller scale than Israel (ibm.com/ie-en).
Motorola was divided into two companies. The Smatrphone company was bought by Google. The remainder named Motorola Solutions is a worldwide company with subsidiaries. Most of them, including Ireland and Israel, deal with marketing and supporting communication systems. However, Motorola Israel has developed together with the Israeli army a cellular encrypted system for military operational purposes (idf.il/אתרים/לוטם/סלולר-צבאי/ ).
		In the next chapter I will bring the conclusions from the study and discuss further recommendation. 
		 



Chapter 4:  Conclusion and Recommendations 
Progress in digital technology in the post World War II years and consequently, the proliferation of information technology (IT), enabled some small state economies to become a central focus of multinational enterprises (MNE’s) in attracting foreign direct investments (FDI). Ireland and Israel have been a focus of IT multinationals for over two decades. 
The research question of this study was: How do small logistic hubs and R&D hubs differ from each other in penetrating the MNEs FDI market, comparing Ireland and Israel? The research assumption was that small economies attempting to attract technology MNEs’ FDIs, ought to carefully identify and calculate their competitive advantage in the market, each type of advantage requires a unique marketing strategy. 
		Research literature clearly indicates that Ireland and Israel had each developed a different set of aims by approaching MNEs and consequently foreign development investment. Ireland’s aim was to stop emigration by increasing labour supply. Israel on the other hand, sought a market for its advanced technology skills on the one hand which suffered from low local civil investment. In other words, Ireland’s main target was the import of FDI as a lever to local employment, whereas Israel required export markets for its technology.
		Based on the data presented in chapter three, I now turn to discuss the differences and similarities between Israel and Ireland. I will begin with the similarities. 
		First, both countries suffered from severe economic breakdowns during the early 1980’s: Ireland with an 18% unemployment and two-digit inflation. Israel, although with low unemployment went through a relatively long period of sky rocketing inflation, reaching over 400% per annum in 1984. 
		Second, both countries took almost unprecedented economic steps to halt the crisis, backed by multi partisan cooperation. Within five years, economy in both countries stabilized; Ireland’s employment increased by 50% and Israel’s inflation was drastically lowered to a single digit. MNEs were furnished with adequate conditions to embark on intensifying their involvement and increase FDI in these economies. 
		Third, in both countries, Foreign Development Investment had slowly increased in the early 1990’s. However, since that period and until 2008, Ireland reached an extremely high level of FDI (by 53.6 billion US$), whereas Israel showed a solid but much lower increase rate in FDI (5%) over the two decades, 1990-2010. However, whereas Ireland suffered a huge slowdown as a result of the 2008 recession, FDI’s in Israel actually increased (by 8%). Thus, multinationals continued investing in its novel technology.
		Whereas Ireland’s FDI policy evolved through hosting large MNE’s offering favourable corporate tax opportunities and is depended on high foreign investment managed and owned by the MNEs, Israel failed to posses the advantage of Ireland as a trading hub mainly due to its political situation (not a member of the EU and in war situation with Arab and Muslim countries).
		Another difference is the issue of unemployment. Whereas Israel maintained since the late 1960’s low unemployment, Ireland suffered from a high unemployment and Irish emigration, thus creating a wider tax basis. Israel had to rely on sophisticated employment and corporate tax.
		Another difference is in Israel’s gross domestic spending on R&D is much higher than in Ireland and even during the 2008 economic crisis, Israel spend 3 times more than Ireland (8924 vs. 2810 billion US$) on R&D. Also the incentive in grants for R&D is significantly higher than in Ireland (50% vs. max ceiling of 35%). Also government support of industrial R&D is much higher than in Ireland (26/1% vs. 10%).  
		Another difference between Israel and Ireland is the human capital. The former is a prolific scientific publishing country with ten times higher than its population percentage. It also has the second largest number of startup companies in the world with hundreds of start-ups created annually (around 700 per annum un 2010). Also where in Ireland the multi-national IT corporations companies are the main investors, FDI in Israel receives also Israeli funds. The decision of foreign investors, such as Apple, Microsoft, Google, IBM and others to invest in Israel is to acquire technology. 
		Different unique economic targets of Ireland and Israel, have been transformed into different policies in each of the countries to suit the aims. Such policies resulted in High-Tech Firms maintaining different characteristics complying with Irish and Israeli policy objectives. In many cases the MNE’s, which invested in both countries were the same. However, maintaining not only a multinational agenda, but rather a global insight, their scope of penetration and investment was suited to each of the two countries. 
		Ireland and Israel have both opted to attract foreign investment through multinational corporations in order to promote their economy since the mid 1980’s. From a superficial point of view it seems as if both would compete with each other. Findings show that although they approached similar potential multi-national corporations, each of them had a different relative advantage to offer. Ireland offered trade, logistics and manufacturing, focused on the European and Middle Eastern markets. These can be considered as short or medium term solutions. Israel offered expertise employment together with science, technology and development, mainly long term and future advantages.
		Moreover, the findings show that both Ireland and Israel’s policies do not necessarily contradict each other. Ireland can manufacture, distribute and support technological novelties, which were developed in Israel. MNEs require the short as well as the long-term solutions. Ireland has not retained a relative advantage in R&D, obviously not compared with Israel. The latter, on the other hand, fails the capability of offering adequate logistical and manufacturing hubs.  
Israel demonstrated a two way street marketing strategy, as a procurer of state of the at technology coupled with local advanced industry backed by state owned unique technological R&D. Ireland offered itself as a European logistic hub on favourable tax legislation with little cultural difference.
The recommendations of the study are to look at the phenomenon of globalization differently. Most of the studies understand globalization as a matter where the global companies put root in third world countries or developing countries and start to look for competition. However, globalization can be done in a few ways, sometimes depending on the host country.
In the case of my study of Ireland and Israel it is clear that they are not competing with each other because the manifestation of globalization in each country led them to another path. Ireland offered an attractive corporate tax, English speaking system and low wages. These were the incentives of global companies to invest in Ireland and make it an economic success. 
Israel offered the “know-how” to global companies, which was developed thanks to the investments of the Chief Scientist and the human capital that was trained and came out of the Israeli Defense Force – composing the new start-up companies of the “start-up nation”. 
Therefore, studies on globalization have to be addressed not only by the “global” but also from the perspective of the “local” hosting country. 





Chapter 5:  Evaluation of Study and Scope for Further Research 
		Ireland and Israel have both opted to attract foreign investment through multinational corporations in order to promote their economy since the mid 1980’s. This study aimed to examine how logistic hubs and R&D hubs differ from each other in penetrating the MNEs FDI market by comparing two countries with many similarities: Ireland and Israel. 
		It showed that different unique economic targets of Ireland and Israel, have been transformed into different policies in each of the countries to suit the aims. Such policies resulted in High-Tech Firms maintaining different characteristics complying with Irish and Israeli policy objectives. In many cases the MNE’s, which invested in both countries were the same. However, maintaining not only a multinational agenda, but rather a global insight, their scope of penetration and investment was suited to each of the two countries. 
	In this sense the case of Ireland and Israel does not fit to the regular competitive globalized world. Because the case of Ireland and Israel represent a total different synergy of MNE’s and R&D they do not compete against each other, but rather fill in different niches in the global economy. 
The study focused on the positive aspects and implication of FDI in both Israel and Ireland, showing the benefits each country gains from it. Nevertheless, findings show that Foreign Direct Investment is not only a rose garden. In order to present a fuller picture of the phenomenon, the next step of the study on the negative aspects of FDI in the two countries. 
As known, investors require a price for their funds. Ireland supplied the multi- nationals with the lowest tax system in Europe and the OECD. However, low taxation, as much as it encourages the investor, leads to revenue loss on the one hand, and inequality on the other. Irish taxation system on the local citizen or small businessman is twice as high as the foreign investor (Honohan, 2009; Stewart, 2013). 
		Also, supplying such preference to multi- nationals, as a major consideration in their decision-making, may be vulnerable and competition prone if any other European state may offer similar concessions. Although most of the in companies (owned by foreign investors) R&D export is focused on their other subsidiaries abroad, these patents and know how are no longer part of Israel’s technological edge. 
Israel has assets of its own: technology, innovation and advanced research and development. As powerful as such assets may seem, being the major intensive for foreign investors means that once they acquire a company, hoping to collect the benefits of future technology, they will also own their future patents. Ireland, faces emigration, which is one of its major considerations to promote FDI. Israel, once its leading development centers are acquired by foreign investments looses patents which are an important economic source (Razin, 2017 : Senor & Singer, 2009). 
Last, recent findings show that in 2010-2011, 63% of Israel’s commercial R&D was owned by foreign multi- national corporations. Their annual R&D investment rose by 13% between 2010 and 2011, producing a thousand new patents per annum (Israel Bureau of Statistics, 2014). According to the National Council for R&D, such findings lead to the conclusion that Israeli know-how does not necessarily remain in the country.
Future research should focus on the negative aspects of globalization on Israeli and Irish economies with emphasize on the long-run impact of such a dynamic. 
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