
 
  

  

Institutional Foundations of Capitalism 
 

Course Module in Business & Government Relations 
 
Course Modules help instructors select and sequence material for use as part of a course. Each module 
represents the thinking of subject matter experts about the best materials to assign and how to organize 
them to facilitate learning.  
 
Each module recommends four to six items. Whenever possible at least one alternative item for each 
main recommendation is included, as well as suggested supplemental readings that may provide a 
broader conceptual context. Cases form the core of many modules but we also include readings from 
Harvard Business Review, background notes, and other course materials. 
 
1. Overview of suggested content (HBS case unless otherwise noted) 
 

Title Author Product 
Number 

Publication 
Year Pages Teaching 

Note 
1. Introduction 
Government in Your 
Business 
(HBR article) 

Reich R0907L 2009 8p -- 

2. Economic Growth and State Institutions 
China: “To Get Rich is 
Glorious” 

Kennedy, 
Vietor & Galef 

707022 2006 27p 708008 

Alternative 1: China and the 
WTO: What Price 
Membership? 

Vietor & Galef 707032 2006 27p 708009 

Alternative 2: India’s Failure 
to Attract FDI 
(Ivey case) 

Conklin & 
Cadieux 

906M82 2006 15p 806M82 

Alternative 3: Brazil Under 
Lula: Off the Yellow BRIC 
Road 

Musacchio 707031 2007 25p 708049 

Supplement 1: The Promise 
and Peril of Russia’s 
Resurgent State 
(HBR article) 

Abdelal R1001K 2010 8p -- 

Supplement 2: Note on 
Central Planning 
(Darden note) 

Li UV0380 2002 5p -- 

Supplement 3: Foreign 
Direct Investment 
(HBS note) 

Alfaro & 
Clavell 

703018 2002 11p -- 

3. Commodities, Natural Resources, and the Challenge to Effective Governance 

https://hbsp.harvard.edu/product/R0907L-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/R0907L-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/707022-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/707022-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/707032-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/707032-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/707032-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/906M82-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/906M82-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/707031-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/707031-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/707031-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/R1001K-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/R1001K-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/R1001K-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/UV0380-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/UV0380-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/703018-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/703018-PDF-ENG?itemFindingMethod=Search


 
  

  

Saudi Arabia: Modern 
Reform, Enduring Stability 

Vietor & 
Forrest 

709042 2009 27p 711039 

and Dubai: Global 
Economy 

Vietor & 
Forrest 

709043 2009 6p 711039 

Alternative 1: Australia: The 
Riches and Challenges of 
Commodities 

Alfaro & Kim 709007 2009 27p 710066 

Alternative 2: Botswana: A 
Diamond in the Rough 

Alfaro et al.  703027 2003 24p 703036 

4. Politics and Policymaking 
U.S. Healthcare Reform: 
International Perspectives 

Daemmrich & 
Cameron 

710040 2010 32p 711062 

Alternative 1: Denmark: 
Globalization and the 
Welfare State 

Daemmrich & 
Kramarz 

709015 2009 24p 710007 

Supplement: European 
Financial Integration 
(HBS note) 

Abdelal & 
Bruner 

706010 2005 10p 707036 

5. Companies Navigating through Political Environments 
Multinational Corporations 
in Apartheid-era South 
Africa: The Issue of 
Reparations 

Jones & 
Reavis 

804027 2003 15p 806034 

Alternative: De Beers and 
the Global Diamond 
Industry 
(Ivey case) 

Conklin & 
Cadieux 

905M40 2005 17p 805M40 

Supplement 1: Political 
Environments and Business 
Strategy 
(Business Horizons article) 

Keim & 
Hillman 

BH263 2008 7p -- 

Supplement 2: Multinational 
Enterprises and the 
Promotion of Civil Society: 
The Challenge for 21st 
Century Capitalism 
(CMR article) 

Lehrer & 
Delaunay 

CMR437 2009 23p -- 

 
II. Rationale for selecting and sequencing the items in this module 
 
The Institutional Foundations of Capitalism module explores the links between institutions, economics 
and politics. 
 

https://hbsp.harvard.edu/product/709042-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/709042-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/709043-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/709043-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/709007-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/709007-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/709007-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/703027-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/703027-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/710040-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/710040-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/709015-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/709015-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/709015-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/706010-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/706010-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/804027-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/804027-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/804027-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/804027-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/905M40-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/905M40-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/905M40-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/BH263-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/BH263-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/BH263-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/CMR437-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/CMR437-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/CMR437-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/CMR437-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/CMR437-PDF-ENG?itemFindingMethod=Search


 
  

  

Section 1 offers the introductory reading “Government in Your Business,” a Harvard Business Review 
article which argues that the United States government and governments around the world will tend to 
use their regulatory power to coax businesses rather than curb them by offering incentives for desirable 
conduct. 
 
Section 2 focuses on the degree to which firms, markets, and economic growth rely on the institutions of 
the state, including courts, police, and respect for property rights. The main case, China: To Get Rich is 
Glorious, evaluates China’s pragmatic strategy of gradual economic liberalization while maintaining 
centralized political control. The first alternative case, China under the WTO: What Price Membership 
examines China’s entry into the World Trade Organization, evaluating the costs and benefits from both 
China’s and America’s perspective. Instructors may choose to use both cases to teach about (1) China’s 
development strategy and (2) its structural adjustment under the World Trade Organization. The second 
alternative, India’s Failure to Attract FDI, compares China and India’s respective public policies, 
particularly those which impact foreign direct investment. The third alternative, Brazil under Lula, looks at 
the main economic obstacles Brazil faced in late 2006 and whether the policies of its president at the time 
were sufficient to achieve the goal of growing at 5% per year. China, India, and Brazil are three of four 
fast-growing economies often grouped together under the acronym of “BRIC.” A supplementary reading 
from the Harvard Business Review, “The Problem and Peril of Russia’s Resurgent State,” offers an 
assessment of the fourth BRIC country, Russia, and the challenges faced by foreign companies to play 
by the business rules that were set in place since Vladimir Putin became Russia’s president in 2000. 
 
Section 3 examines the challenges natural resources such as oil pose for effective governance and how 
economic and political links between states influence (and are influenced by) domestic politics. The main 
selection of this section is a pairing of cases looking at development policies in the Middle East. Together 
Saudi Arabia: Modern Reform, Enduring Stability and Dubai: Global Economy compares the development 
strategies of Saudi Arabia and Dubai. The conceptual heart of these cases is the comparison of 
modernization and westernization with Saudi Arabia engaging the former but avoiding the latter, while 
Dubai has mostly acceded to both. The first alternative case, Australia: The Riches and Challenges of 
Commodities, looks at the challenges facing Australia because of its persistent large current account 
deficit; the case also invites students to evaluate policy options to address the volatilities of a 
commodities-based economy. Bostwana: A Diamond in the Rough is about Botswana’s use of foreign 
direct investment as a development strategy and the simultaneous role of local institutions in harnessing 
its benefits.  
 
Section 4 looks at the impact that political pressure has on policymaking, and the way different types of 
regimes and government structures can moderate or exacerbate this pressure. The main Selection, U.S. 
Healthcare Reform, advances learning about the policy tradeoffs and macroeconomic implications of 
alternative ways of organizing health insurance and delivery. It also enables instructors to teach how 
healthcare reform impacts businesses, both within health-oriented industries such as pharmaceuticals 
and in other sectors for which healthcares costs and the management of insurance options pose a 
growing challenge. The first alternative, Denmark: Globalization and the Welfare State, promotes learning 
about how a national polity can maintain its unique character while adjusting to macroeconomic forces 
that accompany globalization. The second, Politics and Political Supervision, will acquaint students with 
the fundamental political issues affecting the development of a single European market for financial 
services. 
 



 
  

  

Section 5 takes a close look at how companies attempt to navigate regional and global political 
environments. The main selection, Multinational Corporations in Apartheid-era South Africa, is a historical 
case that explores the issues surrounding the relationship among corporations, governments, and 
international law, especially in the context of repressive regimes. The decisions of four major 
multinationals are examined: Kodak, IBM, Shell, and Johnson & Johnson. The alternative case, De Beers 
and the Global Diamond Industry, illustrates the challenges a corporation faces in doing business in many 
countries, each of which has unique features of relevance to the global diamond industry. Environmental 
forces are seen to differ from one country to another, particularly in regard to government policies, such 
as job creation, antitrust laws and corporate social responsibility. 


