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THE PRODUCT CYCLE HYPOTHESIS IN A NEW
INTERNATIONAL ENVIRONMENT
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The Prod uc Cycle Reconsidered The evidence is fairly persuasive that the product cycle hypothesis had
strong predictive power in the first two or three decades after World War II, especially in explaining the
composition of US trade and in projecting the likely patterns of foreign direct investment by US firms. But
certain conditions of that period are gone. For one thing, the leading MNCs have now developed global
networks of subsidiaries; for another, the US market is no longer unique among national markets either in
size or factor cost configuration. It seems plausible to assume that the product cycle will be less useful in
explaining the relationship of the US economy to other advanced industrialized countries, and will lose
some of its power in explaining the relationship of advanced industrialized countries to developing
countries. But strong traces of the sequence are likely to remain.2
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