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Disadvantageous Legacy of Socialist Economic System

Masakazu IMAI

Summury

The purpose of this paper is to figure out the whole picture of the socialist economic
system, to list challenges which transitional economies are tackling and to suggest
hints to multinationals doing business there. It clarifies what components of the
system changed according to the transformation and what remain as the disadvanta-
geous legacy to the economy. The difficulties when the economy develops institutional
and relational capital are discussed and the high transaction cost characteristics are
explained. It mentions that the service industries lag far behind those of the market
economy, but some sectors, such as research-oriented fields, can develop once necessary

resources are obtained.
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