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'This book provides a lively, informative and stimulating introduction to
international business for business and management students. Based on
nearly 30 years of teaching experience, it is designed to offer a substantial,
but readable, academic foundation as well as to encourage readers to adopt a
critical perspective.

International business now touches the lives of everyone across the globe,
in ways not always easy to fathom. Moreover, events and trends, which once
unfolded gradually, are now racing ahead with breathtaking speed, testing
even experienced managers. Understanding the ‘how’ and ‘why’ of current
trends is becoming ever more urgent for tomorrow’s managers and decision-
makers, as global and local impacts become increasingly intertwined. Bearing
in mind these needs, this book has three major aims:

To unlock the processes and players that drive international business,
together with their impacts on societies and their physical environments.
To guide the student through the strategy formulation and decision-
making processes which take place in the international arena in a wide
variety of international business contexts.

To encourage a critical approach to the issues and events that arise in
business contexts across the globe.

'This text is designed for business studies and management degree courses
at undergraduate level, as well as MBA and masters degree courses. The
choices of degree courses and curriculum options for undergraduate and
postgraduate students have never been wider, from general management
courses to those with a specialist focus, such as marketing or HRIM. Interna-
tional business has become a vital component of all these courses, combining
a broad geographic coverage with a range of functional and disciplinary
perspectives. This book’s integrative approach spanning core disciplines
makes a valuable contribution to the curriculum, complementing specialist
modules. It is engagingly written and includes clear explanations, making it
readily accessible to a range of students, including those for whom English
is a second language.

International business encompasses all types of business organization, all
parts of the globe and all aspects of business activity, yet international busi-
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ness textbooks to date have tended to limit their coverage in one or more
ways. Most are economics and finance oriented, taking only passing account
of societal, ethical and environmental implications. Most focus on the US,
tor its leadership role in global business and enterprise values and culture. In
contrast, this book takes a broader approach, in terms of perspectives and

geographical focus:
RS RTET S0 Gr 0l Economic concepts and analysis are presented

alongside political, social, ethical and legal analysis, to give a richer picture,
as well as a more solid foundation for strategy formulation. Concepts and
theories are presented and discussed in terms of both business and society
implications. Throughout the text, attention is drawn to the tension
between economic, social and ethical considerations in international busi-
ness operations.

(RIS PRI EE: US, European and Japanese firms are placed
in the broad international context, providing the reader with a balanced
view of current trends towards multiple centres of business activity. The
rise of developing and transition economies is highlighted as a trend which
is shaping the competitive environment in virtually all industries. The case
studies and vignettes reflect these changing centres of gravity, featuring
key emerging economies such as China and India, and also a wide range
of other locations in Asia, Africa and Latin America. From Azersun, an
agricultural firm in Azerbaijan, to Weg Electric in Brazil, national and
global influences are clearly analysed in a vast array of differing locations.
DRSS In today’s world, the competitive land-
scape comprises a range of players, from small private enterprises to large
multinationals and state-owned organizations. The numerous case studies
teature examples of all these types of organization and, importantly, how
they interact in practice.

Diversity of social-and cultural perspective eI NS,
economic players mirrors a diversity of social and cultural perspectives in
today’s business world, which is another of the book’s themes. Ownership
structures, management practices and employee relations are all affected by
national environments and corporate history. Understanding these differing
ways of doing business is essential for the international manager.
SRS EIFERIE: Global issues are highlighted throughout the book,
with systematic analysis from a business perspective in Part 5. The ecolog-
ical environment, human well-being and development issues are now seen
as being central to strategy and operations. This book provides a coherent
presentation of corporate social responsibility (CSR), including under-
pinning theories and strategic implications. CSR approaches in a range of
developing countries and diverse cultural environments are provided, to
meet the growing needs of international managers for CSR commitment,
tollowed up with effective policies and practices.

'This text balances environmental analysis, strategy and management, inviting
critical reflection on their interrelationships. It is divided into five parts, each
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with a broad focus designed to fit into a systematic overall plan. As the map
of the book shows, each part forms a logical foundation for the one which
tollows. The final part forms the conclusion, examining global issues in the

business context.
An overview of the content of each chapter is given below.

parta The international dimension and the organization

chapteri1  The business enterprise in the international

Y

environment

chapter 2  Perspectives on globalization

v

part 2 | The environment of I€

chapter3  The economic environment

\

chapter 4  The cultural environment

chapter 5 The political and legal environment

part 3 Competing in the global marketplace

chapterb  International trade and regional integration

Y

chapter7  Strategy and organizations
chapter8  Marketing

part 4 Managing in the global environment

chapterq Human resource management

chapterio0  Supply chains

\

chapter11  Finance and accounting

chapteri2 Innovation and strategy

parts Global issues and I8

chapter 13  Ecological challenges for business and society

Y

chapter14 Corporate social responsibility

v

chapter 15  Global governance

—<—| Epilogue

Part 1 The international dimension and the organization
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'The opening chapters introduce the internal and external aspects of the busi-
ness and its international environment, together with an overview of inter-

national trends:

e Chapter 1: The business enterprise in the international environment
'This introductory chapter presents the key features of the business organ-
ization, including ownership, entrepreneurial aspects and decision-
making structures. The business is also placed in its international context,
giving an overview of the international business environment and identi-

tying key players.
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Chapter 2: Perspectives on globalization

Globalization and internationalization are considered as broad trends in
international business. Key theories and patterns of foreign expansion of
markets and production are explained. The chapter invites a critical
perspective on globalization, together with an examination of its impacts
on societies across the globe.

Part 2 The environment of I8

These chapters look in turn at three key dimensions of the international
environment:

Chapter 3: The economic environment

This chapter explains the key concepts of macroeconomics and illustrates
them with a range of examples. National economic systems are identified
and contrasted, emphasizing the ways in which businesses function in
these differing national contexts. Patterns of economic development are
explored, with their implications for international business.

Chapter 4: The cultural environment

Cultural dimensions, including theories of culture, are used to profile
national cultures in the context of business operations and markets.
Organizational culture, particularly in the context of internationalization,
is examined. This chapter casts light on how culture change is taking place
across the globe, as economic development and urbanization are leading
to changes in societies and lifestyles.

Chapter 5: The political and legal environment

'The contours of political systems and their claims to legitimacy are examined,
including varying types of democratic transition, and their impacts on busi-
ness. Issues of political and legal risk are examined, as these factors are taking
on greater relevance for international businesses as they expand more widely.

Part 3 Competing in the global marketplace
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In these chapters, we turn to strategy formation and implementation in the
international competitive environment, focusing on theory and practice:

Chapter b: International trade and regional integration
Basic concepts and trade theories are examined, highlighting the most recent
trends in international trade and their impact on international business.

Chapter 7: Strategy and organizations

'This chapter looks at the firm in the competitive environment, examining
how it designs strategy to gain competitive advantage, and what organiza-
tional structures will help (or hinder) its successful internationalization.

Chapter 8: Marketing

'The focus here is specifically on the ways in which marketing contributes
to the firm’s achievement of its goals internationally. Although a global
marketing strategy might be thought essential for the global business,
national differences have challenged marketing strategists, enlivening the
competition between local and global products.
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Part 4 Managing in the global environment

Part g Global issues and IR

9781403_945631_01_prels.indd xxv

These chapters each focus on a specific specialist business function, high-
lighting the international dimension:

Chapter q: Human resource management

Focusing on international human resource management (IHRM), this
chapter examines how HRM planners accommodate local workplace
values and practices as organizations expand into a range of locations. Co-
ordinating diverse practices and maintaining a focus on strategic goals are
challenges for HRM internationally, especially in the context of a growing
array of working and organizational relationships.

Chapter 10: Supply chains

'The importance of inter-organizational networks in international opera-
tions is highlighted. Internationalization of production has transformed
manufacturing, from global sourcing to assembly and distribution. As
much manufacturing has shifted to low-cost environments, quality
management and transport have become key factors in the new competi-
tive landscape.

Chapter 11: Finance and accounting

'The text now turns to the function of finance and accounting in strategy
and practice. Global financial markets are clearly explained, highlighting
implications for businesses in their corporate financing and operations.
Accounting standards and practices are discussed in the context of inter-
nationalization and gradual harmonization of national practices.

Chapter 12: Innovation and strategy

Innovation is universally recognized as key to competitive strategy, but how
can managers ‘make it happen’ The chapter looks at strategies and policies
which foster innovation in the international context, taking into account
national differences in innovation systems and their legal implications.

Finally, the major challenges which businesses face in the twenty-first century
are highlighted. The three chapters bring together themes of business impacts
in societies and environments from earlier chapters, providing an overview
and synthesis, as well as a critical perspective:

Chapter 13: Ecological challenges for business and society

'These include pollution, climate change and environmental degradation,
all of which are impacting on strategy and policies for the future. For
managers, therefore, environmental assessment and changes in manage-
ment practices are becoming primary considerations.

Chapter 14: Corporate social responsibility

CSR considerations now pervade international business activities, in both
production and markets. The main theories are set out and evaluated in
the context of the changing views of the role of companies in societies.
Corporate governance and differing national cultures are taken into
consideration.
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e Chapter 15: Global governance

'This chapter brings together the themes of globalization and rule-making
institutions which are increasingly shaping the markets in which interna-
tional firms operate. Firms have long since become accustomed to dealing
with governments and regulators, but in the new environment, networks,
relationships and co-operation among governmental and corporate players
are redefining the regulatory frameworks within which businesses operate.
'These changes create both opportunities and challenges for international
businesses in a changing competitive environment.

'This book is packed with carefully thought-out features to aid understanding,
provide real-life applications and stimulate thought and discussion. In
particular, it includes an outstanding set of case studies and vignettes and
two useful appendices — an atlas section complete with full colour maps, and
an extensive list of country data.

It is easy to navigate, with each part of the book clearly distinguishable by
a characteristic colour. There is a range of handy quick reference tools, for
example a list of abbreviations at the start of the book, a glossary at the end,
and appendices showing maps and country data.

An outline of each of the book’s features is given below, and the guided
tour of the book provides an at-a-glance summary.

@I RTEETER TR NEEATE: On the opening page of each

chapter you will find an outline of the main sections, along with learning
objectives, setting out what the student can expect to gain from the chapter
in terms of knowledge and applications.

OCTEEEIT: Each chapter introduction begins with a short vignette,
highlighting a key theme using a topical example so that the material in
the chapter is instantly contextualized and its relationship with real-world
events firmly established. The vignette is then followed by an overview of
the material to be covered in the ensuing chapter.

ONE PSRRI For quick reference, key concepts and terms are defined
in the margins at the points in the text where they are introduced. (They
are also listed in the Glossary at the end of the book.)

WWESTEEEE: References to relevant websites appear in the margins,
providing an entry point to the range of online resources available. The
web checks also offer guidance on navigating the websites they refer to.
|ZIESEEEiEE: Throughout the chapter, readers are invited to look criti-
cally at the material and apply concepts and principles in differing contexts
by answering questions posed by the pause to reflect feature.
TR The figures and tables serve to aid learning and present
data trends. Figures are generally presented where topics are introduced,
in the belief that a visual diagram showing links among a number of
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elements is a useful learning aid. A full list of these features is provided at
the beginning of the book.

(NPT Each main section finishes with a box highlighting its main
points. These crystallize students’ understanding of the key points and
should provide a handy reference point.

Reflecting the international outlook of the book, these are drawn from an
exceptionally diverse range of geographical locations, spanning all conti-
nents and all stages of development. They also cover a broad spectrum of
company types.

Each case study is followed up by a set of questions to check learning,
prompt discussion and encourage students to apply the concepts they have
learned to real-world situations, encouraging an active, problem-based
approach to learning. The case studies have also been designed to encourage
students to see the links between the different topic areas covered in the
book. The text contains three types of case study:

LIRSS (ER]): Each chapter contains two full case studies — one
within the main part of the chapter and the other at the end. They illus-
trate and explore specific chapter themes as well as interactions with other
relevant issues.

ST ERS): These are shorter vignettes with a narrower

focus than the longer cases.

[EINET A EEE(@19): There are two country focus features per chapter, each
presenting a snapshot of key areas of the business environment in a specific
country and also offering a glimpse of relevant companies, both domestic
and foreign, showing the challenges they face and how they are meeting
them. Each country focus is accompanied by a map of the relevant country,
with key centres of population and other features highlighted.

A full guide to all the case studies is provided. This consists of a series of
grids providing an overview of the main areas covered by each case study.
For case studies (CS) and strategic crossroads (SX) features, the headings
reflect strategy, business functions and CSR. For country focus (CF) features,
the headings reflect environmental dimensions and development issues.

[ETEIETIE: Each chapter’s concluding section presents the main threads
of the discussion succinctly, showing how the chapter’s main points relate
to each other and to the overall themes. Each conclusion highlights both
strategic and environmental dimensions for international business.
TSI TETETE: These are set out in two sections before the closing case
study of the chapter. Part A contains questions which test students’ grasp
of knowledge and concepts. Part B questions invite more critical thinking
and assessment of the material in the chapter. The Part B questions can be
used for group discussion or individual study.

| FEIETN: In addition to references, suggestions for further reading

are given at the end of chapters. These are additional avenues to follow,
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offering more in-depth elaboration of the material, or presenting different
critical perspectives. These recommendations provide a window on some
of the key contributions to scholarship in this field, including those from
Michael Porter, Paul Krugman and Joseph Stiglitz.

: The book contains two appendices providing students with
valuable reference points and context for geographical and economic
information:

is an atlas section (including capital cities)
provides detailed geographical, social and economic data
for countries throughout the world in tabular format, for convenient,
at-a-glance reference.
: The glossary contains all the key concepts and terms featured in
the margins.

: Every chapter contains many references to source material.
References in the text are listed at the end of the book. References in case
studies and country focus boxes are listed at the end of the feature box
itself. Many references cite important scholarship in the area of interna-
tional business, both theory and empirical studies. Theories are necessarily
presented only briefly in the text, and following up these sources with
turther reading will greatly enhance understanding of their points of view.

: The index is presented in three sections: the index of business
organizations, the index of people and the subject index.

Finally, it is appropriate to note here that the book contains an abundance
of cross-references, to both content on specific topics and relevant case study
and country focus boxes. They are inserted to highlight links which offer
turther illumination to readers, and also to show the substantive links among
topics in different chapters.

International Business: Challenges in a changing worldis accompanied by exten-
sive online materials, accessible to lecturers and students at www.palgrave.
com/business/morrisonib.

'This companion website is packed with valuable features to aid teaching
and learning, including free access to selected articles from the Journal of
International Business Studies.

Journal for International Business Studies zone
Adopters of International Business: Challenges in a changing world will have free access
to a unique journal zone, offering:

e An introductory section for students with guidance on how to get the most out of
journal articles

e Free access to a selection of articles from the Journal of International Business Studies

e Author-written supporting commentary explaining the background to each article,
defining key terms and making links with relevant sections of the textbook

e (Critical thinking questions and guideline answers.
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Preface

In addition to the unique journals zone, the following password-protected
online materials have been carefully designed to support lecturers in deliv-
ering their IB course:

. for each chapter including relevant figures and
tables. The slides can be customized by lecturers to suit module needs
o R including:
« Suggested answers and discussion guidelines for questions in the book
« Discussion guidelines for web-based assignments and synthesis/reflec-
tion questions provided on the website (see further details below)
« Sample course outline giving suggested course structure for a range of
course lengths
« Sample end-of-module exam paper
. including multiple choice questions and short answer questions for
each chapter, to use as a resource for creating end-of-module assessments

o NARDEETT N TR of the above materials, enabling them to be
loaded direct into BlackBoard, WebCT or Moodle learning platforms

o RESNETET BT ai o oiving details of recent events and their impact
on the case studies included in the book.

Students will be able to check and expand their learning using the
tollowing features:

o WIRETSERERGTESEETNT for each chapter to self-test and check under-
standing

o WEEFETEESTATTENE for each chapter to develop research skills and @
provide further examples of how theory applies to practice

° for each part of the book to encourage
consideration of the interrelationship between different areas and promote
critical thinking

° of key terms for quick reference

B Annotated web links and RSS feedsitoR IR NS TeeSg:bole R byt (&5
o [@EIRETEETEREIIE in electronic format, which can be manipulated and

reordered by different categories.

'This book’s truly international and contemporary approach and coverage,
together with its outstanding pedagogical features and clear explanations,
offer a fresh and engaging IB course which we hope will ofter an enjoyable
and enlightening path through the subject for lecturers and students alike.
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THE BUSINESS ENTERPRISE IN THE
INTERNATIONAL ENVIRONMENT

Chapter outline listing
the main areas covered

chapter outline 1 learning objectives
Introduction To highlight the ways in which the
i b
environment activities s distinctive from national and
‘What distinguishes international business? local enterprises.
Dimensions

and entrepreneurship in the international
N

Entreprencurship goes global 2o

Cross-border enterprises: their internal
environment

Roles inside the company

The multinational enterprise (MNE)

To gain an overview of the ways in which
enterprises organize and adapt when they
expand internationally

To gain an understanding of the key

Corporate governance
The organizational environment
Alliances and joint ventures

with which businesses interact

Networks
Key players in the international business
environment

National governments

Regional institutions

International organizations
Conclusions

——— Learning objectives

outlining what students

Introduction

will gain from the chapter

Mini-vignette to provide —
real-world context by

ever its background, the business that seeks to expand internationally
ew challeng

as well as new opportunities. Its internal organization,

ulture and stategy arelkely o owe much o its home emvironment, but as

it expands internationally, it s also influenced by the foreign environments

in which it operates as wel as developments in the broader international
environment. Scizing business opportunities abroad involves taking on new
risks. This Au,»m aims to provide insight into the organizational aspects of

highlighting a key theme
using a topical example

Introduction giving an —
overview of the material

in the chapter

links in networks of many types, from suppliers of components to R&D. A
company which sells products in consumer markets may hav

in agreement
with an allied company to offer services to consumers, such as finance or
ice, which are complementary to its business. For example,

ive agreements between compics in R&D, whereby they pool

departments working

researchand
has been greater as a resul of combined forces, While we tend to think of

Tl respects, the

a modification

corporate goals repre
traditional concept of inter-firm rivalry (Osborn and Hagedoorn,
1997). It is true that some types of lliance may have the effect of being anti-
competitive, but alliances referred to here offer benefits to both organiza-

tions and consumers. For the individual companies involved, the prospect of
getting their new products into the market more quickly than would have
been possible with a stand-alone R&D unit justifies the ‘co-operate to

compete’ approach (Jorde and
A is. type of strategic lliance consisting of a formal arrange-
ment between two or more organizations to set up a new entity, in which
cach of the partners has an ownership stake. In Figure 1.5, Companies A

and C form Company D. The joint venture company is likely to be regis
tered in the country where the new venture s to take place. Typically, one of
the parners s local and one is a forcign investor. Starbucks'proposed entry
into the Indian markes

erienced Indian retailer and the other the operator
i Tndoncsia. The partnrs may

be companics,
government bodies, international agencies or individuals. The joint venture
could also be between two companies in different countries for a project,
such as an infrastructure project, in a third country. The joint venture has
proved to be a popular vehicle for many types of international business, from
large infrastructure projects to retailing, Tts main attraction is that it facli

s the blending of a host partner’s local knowledge with the capital \ml
expertise of an outside investor. It has been successfully uscd in many de

oping countrics where there is a need to attract outside capital. The succes
e part on whether the partners are able to
forge a smooth working relationship, avoiding the tensions which are likely

of the joint venture depends in la

to arise in a joint enterprise berween members of different organizations
with contrasting corporate cultures. Joint ventures have been the norm for
forcign companics investing in Ching, as shown in CS1.2

Networks

Network may be both intra-firm and between companies (the lacter is
shown in Fig

igure 1.10). Again, the traditional picture of the business land-
e a5 inhbited by utonomous companic, ach scting independently
s been supesedd by 4 more comple. it i which rgitonsl
The network m:
s, working in diffrent locations. Fo example,  desig team for  new

boundaries are blurre.

omprise individuals or teams of

On-page glossary
defining key concepts
and terms

Web check directing
readers to relevant
online materials

the context of these diverse environmental
influences.
The chapter begins with an introduction to the international business in

its environment. The first section highlights the distinguishing features of

the international business and outlines the key dimensions of the interna-
tional environment. We then look at how businesses g bey
nings to become large organizations spanning continents. Buincsse

typically started by an enthusiastic founder, whose

entreprencurial

contribute tots success. Entreprencurship is therefore a vital ingredient. The
following section cxamines the ways in which the firm develops as an organ
ization, with greater complexity and attention to_specia
Internal roles and

ed functions
ernance acquire important legal dimensions, which are
outlined in the following section.

The Gl rtrrencustp
antor (M) 14t
s genianarim .

N chapters s

population, are shown in Figure 1.3. Among the highest are fast-growing
emerging cconomies as well as developed economies.
developed economies, such as Japan, have few entreprencurs.
In Japan, the notion of starting your own business is not seen as an attrac-
tive option to working in a secure, salaried job, probably for a large organiza-
tion. Governments bear much of the responsibility for encouraging (or

contrast, many

discou

2) both start-up bu d entrepreneurial ac

existing bus
people toform new businesses with the one-yen start-up fec,the uptake was
disappointingly small. However, whereas individuals on their own may not
be eager to become entreprencurs, they may well be motiv
entreprencurial goals collectively, as part of an organization. Even large, long
established companies have successfully maintained high levels of entrepre
neurship,as CFL.1 on Japan shows. Many underwent a radical restructuring
to climinate managerial layers and make the division heads more externally
focused on secking new opportunities (Ghoshal and Bartlett, 1995).
Start-up businesses fall into the broad

Sven when the Japanese government tried to entice

d towards

ory of small and medium-sized

Graphs to illustrate
key trends

Dimension

0 grow, the company does ot see 3 major shift in its business
model, which is dominated by equipment sales. Its mobile
handset joint venture with Sony can fit into this broader stra-
tegic perspective of providing more of an end-to-end solution
tomers. The company seemed to have esthered the

Ouestions

o Whatwere th auses of the st Ecsson?

o Howhas he company managed 0 urh thebusiess arond, andwhat
aethelingeringisks?

networks in Afrca, the Middle E:

st and Latin America, The o bene an,'m, e
H o oo

s

sharlders ver e by 2 prfis varming ate I 2007
suggesting that order books were not as healthy 3s they had
thosght. Brcson thought It bad eamed th Jesson tat p0
business can afford to become complacent in the changing
slobal environment. The CEO has come under renewed pres-
cure to shou the leadership skills which he dizplayed to turn
the company around following the bleak days of 2003.

o hemepage a wuwencsanom,
ikt st T carparte e maton

sy,

The multinational enterprise (MNE)
Companies which do_ business in multiple geographical locations can be
INC) and

tion

rred to i several different ways. ‘Multinational corporation

“transnational corporation’ (TNC) are often used to refer to an org

m of
onal business

research, such
(MNE). MNE is adopted here for the reason that the notion of
‘enterprise’ seems preer able to ‘corporation'in capturing the multiplicity of
relations wh

Aulkinational epterprise (MNE)

 up the modern international business. The MNE can

order relational

entity or 5

0. This defniton reflects the siew that,
u‘ on u.mmnr ate form, it is more helpful to view the interna-
set of relations between linked organizations than as a
anization (Ghoshal and Bastlett, 1990). The MNE is thus a co
ordinator of dispersed activities and relations.

INE grows in size and geographical reach, it may acquire subsidi-
businesses. Typ he parent

aics sbroad, ofsen by buying

compan i the home country,with subsidiaries located in forcign
locatons. The MNE may eventuly develop a multi-tiered structure,
whereby a division is itself a parent company owning a number of subsidi-

aries (see Figure 1.7). The parent company as a legal entity remains the basic

—— Pause to reflect inviting
readers to look critically
at the material

To recap... highlighting
the main points in
each section
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TO RECAP...
MNEs

M hsbesne e s
i

exansion,deelop
coiztonl apbies i
allow it conrol bsiness

chanatesics provide the means
adaptiodiferng
organzational envronments.

. enterprises (SMES). These businesses may be defined according to differing
criteria. Number of employees is a frequently used criterion, shown below:
« Micro: 0-9 employee
« Small: 10-49 employees
« Medium: 50-249 employees
« Large: 250 or more employees
cina ]
vtsin |
= ]
nda -
us |
v
e
-
- .
_—
Figwess B
Pacarage of i ppistion s 16-64
Sales turnover is another possible criterion, classifying the SME as having a
maximum sales turnover of £24 million (European Commission 2000, in
Hutchinson etal., 2005). SMEs are important in numerous sectors. Advances
in communication technology and transport make it possible for even small
manufacturing firms to export their products globally. Even in the retail
: L
Figue17
[
comoan
O Ot owsma
o | [0 | [ e ) [= ) [ ;

unit, but the farge MNE may own and control hundreds of other companies
through complex webs of ownership. um parent company and each of the
coitis which form the MNE are sparte companics, nd indecd,may be
registered ; 1

controlling the activities of e worldwide, while some aze more
decentralize aloving ol mansgers coniderble autonomy (dscused in

apter
When it L\]vmd abroad, the company may set up an international divi-
sion, as described in CS1.1 on PepsiCo. PepsiCos brands are produced
ationally by separate
It does not own these companies, but its relations with them

detail in

intes in the various locations.

ompanies under I

are essential to
its international operations. Its products for the North American market, by
s, are manufactured by its own subsidiaics in America. International

expansion involves greater complexity in the running of the business,
including the diffren functons. which must be cocondinated amons

different locations. These are introduced in the next section

Functions within the international enterprise

Wherever it is located, the business enterprise is made up of a number of
interrelated activities, known as business ‘functions’, which to
Chicf among these are operations,
muLumL and human resource management (HRM). For a company which
operates entirely within the borders of a single country,its national environ-
ment forms th

ther enable it

to attai  finance,

ultural backrop and provides the regulatory framevworks
within which it operate
may presen rather diferent ~ and more complex - chal

In the international environment, these functions

would for a business whose activities are wholly within its home country

functions in a typical MN]

Figure 1.8 represents the
centrlize some functions, such 5 fnance, IRM and marketng, but the
head offce s likely to co-ordinate with functional departments in subsidi
aries, to handle day-to-day activties. As

e 1.8 indicates, operations and
R&D are functions which are increasingly centred in the local environment
of subsidiarics. Each of these fnctions is highlight

of this book. In this introductory chapter, therefore, we outline the cross-

in a chapter in Part 4

border dimensions of each function which concern business managers oper-
ating in an international environment.

Operations is the broad category which refers to the whole of the process

by which the firm makes and delivers goods or services to consumers. Often

19/9/08 15:04:05



4 DIMENSION AND.

pendent with each other and with
cnmameseon | SOIPOTE players. In the sphere of
i, et s ol comergeee

I stralization  and - modern

| oo g | unban lf tyles have spread to many

countries, but cultural foundations of

ercspancecs divergent societies persist. According
amorg sales ‘ to this more tentative view, gradual
changes in nation-states and in

— Tade oerslzation ‘ national cultures indicate that globali-

zation is more akin to a series of

transformations, rather than a single,

Several defining characteristi
globalization emerge from the
debate. Four arc highlighted here:

Figurezs « Growth in capitalist market economies worldwide, reducing barriers to
twade and investment

« Growing interconnectedness between firms, governments and individuals
worldwide

« Advances in information and communications technology and transport

« Qualitative changes in organizations and socictics s a consequence of
‘new global interactions.

;we can as processes of
increasing and deepening interactions between individuals and organiz:

tions across the globe, facilitated by advancing communications technology
and the opening of markets to trade and investment. This definition reflects
the primacy of extended inte
also highlights the importance of technological innovation in transforming
communications. Tt notes deepening interactions, implying that qualitative
changes are taking place, but it does not go so far as to suggest convergence
among societies in terms of economic, social and cultural spheres.

between countries and coninents, and

Tablez Aspect Businesses Societies Governments

Mrkets

allmarkets acrosstheslobe encouraging domesic exporters
Production ¥DI

production capacty  and technology from FDI

"
fim Tretworks  communictions education, RED
etvorks
Finance
slobal capital markets
Quitaie ot Core g Cocperston ith ot
s corportestuctureand | assocated vith m,..m..zmm,..wm
aulure industriaizaton and  plbal e
utbanization
PROOF Y. - |
important for MNEs to take into account. It is arguable that, although itis
rather vague to speak of a whole society as being a stakcholder, it is noncthe-
less appropriate. The company’s interactions with communities in which it
operates are tangible impacts of the company's activities, for example the
presence of a factory. Residents close to the factory are certainly affected by
it, but may well have no formal dialogue with the company. If the company
takes a stakeholder approach o its ole,it sees community relations as essen-
tial to achieving corporate goals. Stakeholder management is now seen in
the context of the international wmp.\m fole in-the many societies in
hichecperts m part of a broader p
Carporatesocl resposibily wlmh views the compary as having
Ry notjustane Legal and cthical

responsibilities. (These issues are discussed in detail in Chapter 14.) Many of

» the companies se studics, such as Ericsson, provide CSR
reports on the investor relations pages of their websites, indicating the
growing prominence of social dimensions in the broader corporate govern-
ance picture. Co-operative relations with business partners are another type
of stakeholder relationship, as the next section indicates,

featured in our cas

Guided tour of the book

Strategic crossroads (SX) —
providing a focused
case study

Diagrams and tables
to summarise key
information and
concepts

———¢ STRATEGIC CROSSROADS

Businesses which are mainly national in scope tend to have mainly
domestic sharcholders. As companies become international, they atract
investors from other countries. Sharcholders in large public companes are
typically other companies and unululioml investors such as pension funds.
Sharcholder profile may change over the years, as the example of the UK
sraies In 1963, 5480 of UK shases wert i she s of il but
this percentage declined between the 1960s and the 1990s, as domestic

fands increased their investments in cquitics. As Figure 1.6 shows,
individuals and pension funds owned 48% of the market in 1994, but by

frn 2004, both these groups had reduced their holdings, partly because they
decided to diversify internationally. By the same token, holdings of overseas
investors nearly doubled between 1994 and 2004. Managers of UK compa-
nies, therefore, are now looking at 2 wider range of shareholders, who are
ey likely to have divergent ideas on company strategy.

A'state or governmental authority may own whole companies or a block of
shares. I its stake is over half, it will have effective control, but a lower stake
will sill derable influence. Ar block of Volkswagen
shares owned by Lower Saxony, which is discussed in CS1.1. When a govern
ment sells off a stake in  state-owned company, it i said to be privatized', as
private investors are invited to subscribe. The company thus created is a public
company. Typically; the government offers a portion of the shares in an TPO,
but retains a sizable stake under state control. This has been the pattern in the
French government’ silies companies. For example, 30%

> of Gaz de France was offered to the public (see CFS.2).

Publicand private companies
Theprate comgany’shares re

ownesand canotbe adedon

gt

i e

andin many public omparies,

therelsa oreofsablshed
arholder,

- How did the bright prospecs of the start of the new millen-
" Ericsson adapts its traditional
strengths to a changing

had incurred debts by investing heavly in third-generation
environment

lcences, were compelled to rein in capital spending,

One in 10 Swedes

of
‘owns shates in it direcly, and many more inditectly through _nroads in Buropean markets. Bricsson suffered severe losses
el s b i

the shares held

voting rights, whereas two Swedish shareholders, one of them
the hlding compny of the Wallnbergfamil. o o ess
have

47000, It needed nothing short of a major stategic rethink,
having seen is share price fall from  peak of SKra30 in March

ST Khe oSN
"

“The company equipment sales a5
STtk e Torte e e iy i o)

programme, 8 ofits products to China

tons networks. Serving groving telecoms markets might be
thought to_ensure continuous demand, but, in fact, global

demand for telecoms equipment took a downturn at the start

Chinese technol-
7 companies to sin European business,its chief exccutive
E e e o
0 view the operator’s network as a whole, making products it

of the new millenniu, plunging Bricsson into criss. A new end to end. The company is therefore enlarging its services
7 the frst outsider’ o

E Il s set

Country focus (CF)
offering a snapshot of a
specific country

Non governmentlorniztions Also instrumental in nurturing awareness of global issues with local

o impact have been the mnny
which have been sct up. They cover a wide variety of organizations and issues.
Many are civil society organizations run by private individuals. Some exist to
provide technical services, while others are geared towards publicizing and

1E|
2

TO RECAP... campaigning on particular global issues. Most NGOs perceive their roles as
Intemnationlstructures influencing governments and stepping in to fill gaps in government welfare
Interatunaloganizatons maybe activities. Many do vital humanitarian work which is supported by states
fornedandsustanedby o

Although most are independent of governments, however, some are spon-
sored by governments as tools of government policy,leading to some confu-
sion and ambiguity in their perceived status (Halliday, 2000). NGOs have
been active in promoting change in particular sphercs, such as the environ-

aideby thergoas.The UNandits
manyassocted agences e
e

COUNTRY FOCUS 1.1 - JAPAN

Electronics industry spearheads Japanese economic recovery

RUSSIAN.
CHINA FEDERATION

£ Hiroshim:
Fast t
China 5 Ah
Sea” Nagasakie

AT
\ Jo—
) oy

Okinawa City

Jipan s eld up s 2 modl o sl ndste develo
As the frst Asian country to industrialize, is example
Yo ben paricly elevant or e Asa couirie seckng

indutes anda ot e he vy Jpaness compe
es became world leaders in televisions and audio products,
Pt o (e s o ot

features. Behind these. system of employ-
high

set about rapid expansion which brought export success,
pasticularly in Western markets. lts consumer electronics

and guaranteed full-time employees 3 job for e, Japan's new
afuent middle clas, secure in their jobs, fuclled consumer |

Conclusion showing —
how the main points in
the chapter interrelate

Review questions ——
designed to test students’
grasp of knowledge and
invite critical thinking

organization,which e ikely o be concentrated nthe irmis
head ofce, and which n forelgn subsidiaries?

prevai i diferent counties.

1. Entrepreneurs ae generally acknowledged to be innovators

ona company board?
s

Sinifcant diferences between countris inthe proportion of

giing examples

diferences,
encourage more entreprencurs?

Company’s culture and stategy? Give some examples from

their

the egulation of business?

interests, o fai to?

expanding,and why? (See C

has therebeen agrowth nnterationa rganizatons t
‘qovernment leve,and re they an aid o hincance o busineses’

Valkswagen, Burope's largest carmaer, s
seen a5 2 symbol of German industral
strength,but it hasalo come to llustate the.
negative sde of German industry, including.
Iabour infleiblty and corporat.

lens. The company has along history of

Case study 1.2
Volkswagen struggles
togetbackontheroad  to reduce is i

and loss of competiive positon have forced
W rk o a cost
cutting strategy,but it has found it dificul
i cost, even though it
estimates that the company's factories are

In 2004, VW reported its third annual drop in profits.

engineering excellence, in both ca and components ranufacur-
9

g, it o

its components in-house in Germany. While this i benefical for

auality control, it is expensive, partcalarly in the context of
e bigh labour cost.

Viorryingly.
the US nd Chins, where it had had stong peformance hitherto,
It sustained losses in the US market in 2004 and 2005, parly

the bighest esrming per hour of any in the world. As the fgure
s, VW abou coss pr out e bty csen
western regions, and. are. much bigher in Germany than in
Forugal German both a strong, system

of the US dollr, but,
US operations has pointed out, the company as also o blame
P e T A i
b s s suggested that cost savings could be found by buying,

of job security and & corporate governance system based on co-
determinition, by which employees representatives take haf the
ts on their company's supervisory board. I the case of VW,
these seats are ll aken b the powerfulabour union, G Metal
co-determination also incudes a works coundil,

Mexican factory. VW has
et eder i Cis,wbers i s

licence for the Chinése market, which has been growing apidly.
e e |

which plays a direct role in Falling proits
Figure Labour cost per o
W Portugal

o Eastm

ey

W heston
Gemany)

Euon

VWhasseen
its dominant positon slpping away, Moreover, SAIC has bene-
ed from technology transfer in s VW jont ventures. In moves.
that could have long-term consequences for the global motor
industey, SAIC and Chery Automobile of China are both planning

0 set up manufacturing joint ventures n China and the UK,
prodice cars for other markets. These developments would sive
SO B WY

it had in the past, and would exe
oy e VLR
ramme of cost savings was embarked on in 2005
was sesched vith the labour unions for 3 wage
for restructuring, which would see
Pl Sty

ensure that these losses are voluntay - agreement

P R

i " covern
exstindependentof govemment. > mental
Nonyarevelaryasacaons
eterdnobybsinesies wihng
sashe b andrs
axdpracics
—— Conclusions Ventureofers anopportunity o beneft o theknowt-how of
locl partne. Natinalgovermments play a crucil e,
o
it her
NS e his
societyp ot rational

plced okeadamageol new pparunes,prclatyin
theinteret and high-tech sectors,than etabls
companis darinated b thlt o coutycuure SMES
increasingly play vital rolesin nternatonsl businss.
1 Tereisno g ol o ptnal s of e erationa
INE covers 3 range of possi "

I s public company wih emadionetreholders
W i oy it i

e ——————

pereholder pofle ang e seofdominant ke fect s

Ity s compaies become moeemationlae

MREresponses t extemal

e ke uv e

B e
Highihiedn s hepis

Review questions

Part A: Grasping the basic concepts and knowledge

ot sues both bl an e

are posed orthe business which goes nternational?
2. Why are entrepreneurs important ina national economy?
Whatistherrole i nternationsl business?

5

emerging market.For many companies, the nterational joint

expansion?

—— Full case study (CS)
offering detailed insight
into a particular issue

directing students to
more in-depth
information

9781403_945631_01_prels.indd xxxi
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Table Ovmership steuctureof Volksseagen and Porsche, 3006
Sharchalders Percentage of votes  Percentage of
apial

Volkswagen

Poreche s B
LowerSaxony | 207 S

Free foat 510 o

Porsche.

Porsche and Piech | 100 w

families

Free float o s

prr—e—

sze of their holdings. This law was ruled unlawful by the
European Court of Justice in 2007 - a ruling which could pa

he way for Porsche to increase its sharcholding and thereby
ke aver the company.

The governiment of Lower Saxony and IG Metall are concerned
sbouthelong e fture ofVlkvagen,and purticlary bt
job inthe e, Ealy 3008, th G omerment

et gl s
axony and the trade unions n VW, which could thwart
Porsch’sdsgns Dorche i i the v most prfisle
Eaced criicsm that it s in  position

o beeis g tiepoesttty

= ol b
developing its own manufscturing base. The Metal,
usesits w:riu\pumunm\(hz!npzmmryhcvdmde[mdxu
membersthe ompanysGerman aploees, bt cplyes i

toturn P
i low-cost countries such 2s Eastern and Central Europe. It
might be assumed that sharcholders would applaud these
e, s e, most owtsid estors and smal share
bolders do, but VW has

unusual ownership structure

in which the major sharchold.

Questions

I 2006,
sion was taken to shift some production away from lower cost
countries back to Germany, dismaying car workers in Spain,
Foruga and Begtum, where plans have been gy producive
s considered onvert.

VWi an S whkch o

reduce the number of union

g perspectives

3

2 How s WIS marogmen ot about hanges sty

certin
to meet resistance, due to the

VW' o largest sharehald:
ers are Porsche, the huxury
carmaker, and the government

et Saxony in Germany,
n in the table. With

waytheampanysrnl

e

are able to fend off possible  fecparier
takeovers. In addition, 2 adiies.

4 Hyouwere stk n VW, hanges wold o e s the
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