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observed economic everi;s.. Instead, their identification of the furkda,nen-ca!

prïncipfes facilitates predictions of what will occur when the causal conditions

alter. The predictions are conditional, in the serise that they are of the forrn

,ha? Lf 5pecific cawsal conditions are présent then irievitable :0nseque.nCe5 Will

result.

A c^nceotual fr.a-r}eu+ork_ for rna^ing predictions abou' MNEs must he;gin

frorri the .econorr',ic ca uses of fïrrns : A fïrm is a sor- ia l arrangérnènt àrr^onb two

or more ind#viduals to ^o^orûïr^:^ or manage their prodoctive ^crivities- by

commands or directives. These commands or directives al]ocate ihau; rtsaur!-'^s

jus, as pric°s aC[ocate pfoducts in the markets tha-L firms sup?]^'. ?.rïcRs anë

ç.Dr^;,^an^±s are a]t^r:^atiw•e sockak devices iar s:Fnatithe allocation of

resources amon'5 a.1*-.ernat^ve uses.2 The einnornic causes of a f?rm are the

preccnA-ï'ioLis #h^,* ma'Ke mana^eri^ ebr,-irr.ands t1he appropriaie devic-e for

ail oc°a'': ng i:^put reso urriès.

Mana4eria1 Carnrrlan4s ad-riin;stered within, the firrrt are more approorïate

+sihen prices ip the 5arne role vrould :ail to indicA*.e a^c^r^Le1y the scarLity of the

resource5 t`hat a.re 3lloc^ztL-d. Prices .fall to indicate sea*cities when some costs

of. #urnishing the resource are' shifted to other ac#ivi1ii^s. This shif.tïng results

frorn lnLerdependence of pradLxtive input activi:ïes. The inter dep^ndence 1-9

often a coLisequenee of the tec!hr<ical requirements of the production proc#;ss.

Cost shifting in acornplex prodLICtio€, te}hniq:ue ckn be ezTrerne3.y difficult

to monitor. For example, an as5embly liner proCJ!2ss incorporates interdeper,dence
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