International Business Lecture 2 
International Business vs Domestic Business – transactions between parties from more than one country. 
Domestic- at home. 
· Boundaries, 
· Currencies- converting. 
· Cultures – collective programming of people. Norms, beliefs shared. 
· legal systems- 
· Availability of resources. 
Activities
· Exporting & Importing – reducing costs, by outsourcing and exporting more. Import buying and using in own country. Globalization. Can trade services and products as well. Called Invisible Trade 
· International Investments- Foreign Direct Investment (FDA) test how products will do by opening a branch or factory. Instead of importing. Cheaper on transportation costs. Easy to monitor and make sure consistent. 
Portfolio Investment – not having physical divisions. Invest in the finances, financial sector. Ex. Buying stocks. Making sure when the time is good you make $$. Bonds. Legally allowed to do. 
· International Licensing- firm allowed to use for specific time. Company agreeing to let them use gets a royalty. Safe for both parties. Gives rights, sits back. Others working.  Ex. Construction contracts. Dubai name but Canadian workers. 
· International Franchising – use the name, comply with their operating system. Licensing style. 
· International Management Contract – could be formal/ informal. Could agree to lend management for a specific time. Ex. Disney in Europe, Paris, exclusive management contract. All Americans managing. People with expertise. Physically managing for a period of time. Ex. Airlines, hotels. 
Global: Phases of Development
Domestic Phase
· Product oriented phase. Product has quality. Make sure it does! 
Multidomestic Phase
· Improve quality of goods and services. Expand. Know quality is good so start exporting it. Have stability. Stable demand. Focus on how to expand. Marketing strategy is most important. 

Multinational Phase
· Already in International market. Keeping quality. Have expanded. How can you keep your costs minimum? Outsourcing. In order to compete and maintain, need to reduce costs of raw materials. Hiring people, used to expand more. 
Global Phase 
· Global mind set. Multidomestic strategy within global organizations. HR management, make decisions themselves, dealing with finances and policy issues. Focus on supervising and managing. Not micromanaging but supervising. 
Globalization – refers to the shift toward a more integrated and interdependent world economy. 
PPP ~ People, Planet, Profit. Have to care about people first, consumers. Second focus on environment. Profit is the last focus. 
Globalization of Markets
· Buying selling in other countries. 
Globalization of Production
· Making it known everywhere. 
Globalization of Consumers 
· Thinking how consumers will like.
· How it is acceptable. 

Global Institutions – markets globalize business activities and transcend national borders, institutions need to help manage and regulate the global marketplace. 
United Nations 
World Trade Organization (WTO) 
· Responsible to serve as a mediator, makes sure nations adhere to the rules laid down in trade treaties. 

International Monetary Fund (IMF) 
· Loans come with strings attached. In return for loans, requires a country to adopt specific policies aimed at returning their troubled economies to stability and growth. 
· Criticized, if US likes you, not many policies, if doesn’t, many policies. Political Issues. 

The World Bank
· Is not a single entity, but a group comprised of: 

Drivers of Globalization 
1. Decline in barriers to the free flow of goods, services, and capital, since the end of WW2
2. Technological change in communication information processing and transportation

Internet, Mass marketing. 
Strategic Causes 
· Leveraging a firm’s core competencies- are you an expert in anything, can you sell that? Ex. Job training. Banks RBC and BMO training. Having a competency or expertise. 
· Acquiring resources at low cost- typical, pay employees benefits… Other countries have lax safety and health with minimal to no benefits. 
· Expanding into new markets – strategy, might not be just about money. Want stranglehold on certain areas. A lot of benefits to get if you are the first country in new market, loyalty. Nobody can take it from you. Ex. McDonalds vs KFC. 
· Competing with industry rivals 
Environmental Causes
· Political Environment – after ww2 strict barriers, taxes and tariffs very high. Governments believe they have to promote their own businesses. That changed after ww2. Flexibility, triggered a lot of businesses to get into the international market. 
· Changes in Technological environment, transportation, information, communication. Email INTERNET !!!!
Globalization
Arguments FOR 
1. Increases economic growth rate, prosperity and opportunity. 
2. Technical innovation
3. Increases civil liberties and reduces inequalities. 
4. Leaders to lower prices, higher employment in developing countries and better standards of living. 
5. Transfer of technology, capital, IP, skilled labour. 
6. Rising standard of living in developing countries
7. Limits on international behaviour. 
Arguments AGAINST 

1. Increase wealth of giant corporations and leavers developing countries poorer
2. Harms environment
3. Neuters governments ability to govern.
4. Increases unemployment in developed countries
5. Reduces standards
6. Periodic financial crises are caused
7. IP is not respected
8. Homogenizes cultures
9. Fuels income inequality between nations; gab between haves and have-nots 
10. Globalization institutions run by developed countries. 
Globalization and Emerging Markets 
BRIC Countries
Big Ten – Chart in slides. 
Non-High Income Countries – Asians 
Brazil, Russia, India, South Africa,  China, lots emerging …. 
Managing security 
Physical
Digital
Reputational 

Political Systems 
Individualism – individual goods
Collectivism – common good
Democracy – freedom, political system, police army are neutral. 
Totalitarianism – dictatorship. 
Economics system-Market, command, mixed. Not possible to see a pure market or command. 
Market- private businesses have more power. Decides where they buy from, supply/ demand. 
Command- government decides everything. Regulates
Mixed- balanced by both. 
Workplace diversity – women, minorities, disabilities. 
Employers role – bona fide occupational requirement, Duty to accommodate, preventing harassment, valuing diversity. 
Legal System
1. Common Law – based on traditions, precedents. Judges interpret cases and make decisions.
2. Civil Law – written down. Judge applies the law. 
3. Theocratic Law 
Contract Law – must be very detailed. 
Property Rights
Resources Include: Land & real estate, equipment, capital, mineral rights, businesses, IP
Actions against Property rights – private action/ Public action and Corruption. 
Corruption  - applies to all Canadians, 
~Bill S-21, discourages all. White Mail Bribery- paying someone for something not entitled to
Lubrication Bribery- entitled to something, but want to pay to get something faster. 
Loophole provisions- cover instances where bribery may be the only solution. In certain societies, gifts are not bribes. 
Lawful exception- justify that the payment you made, is lawful under the law in the country. 
Protection of Intellectual Property
Ownership rights are established through:
1>Patents 2. Copyrights 3. Trademarks 4. Trade related aspects of intellectual property rights (TRIPS) 
Product Safety and Product Liability 
Product safety laws – set safety standards to which must adhere. 
Product Liability – holding a firm and its officers responsible when a product causes injury, death or damage. 
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