Chapter Three (Global Dimensions of Management)

Management and Globalization

Global economy – resources, markets, and competition are worldwide in scope

Globalization – process of growing interdependence among elements of the global economy


World 3.0 – a world where nations cooperate in the global economy while still respecting different national characters and interests


Global Management – involves managing operations in more than one country






Global Manager – is culturally aware and informed on international affairs



Why Companies Go Global

1. [bookmark: _GoBack]Profits – Global operations offer greater profit potential
2. Customers – Global operations offer new markets to sell products 
3. Suppliers -  Global operations offer access to needed products and services
4. Capital – Global operations offer access to financial resources
5. Labour – Global operations offer access to lower labour costs


How Companies Go Global

Global Business – conducts commercial transactions across national boundaries



Figure 3.3 – Common forms of international business --- from market entry to direct investment strategies



Global Sourcing – materials or services are purchased around the world for local use




Exporting – local products are sold abroad to foreign customers

Importing – Involves the selling in domestic markets of products acquired abroad



Licensing agreement – a local firm pays a fee to a foreign firm for rights to make or sell its products



Franchising – a fee is paid to a foreign business for rights to locally operate using its name, branding, and methods



Foreign Direct Investment – building, buying all, or buying park ownership of a business in another country


Insourcing – is job creation through foreign direct investment


Joint venture – operates in a foreign country though co-ownership by foreign and local partners


Global Strategic Alliance – is a partnership in which foreign and domestic firms share resources and knowledge for mutual gains



Foreign subsidiary – a local operation completely owned by a foreign film


Greenfield investment – builds an entirely new operation in a foreign country



Political Risk – the potential loss in value of a foreign investment due to instability and political changes in the host country







Political-risk analysis – tries to forecast political disruptions that can threaten the value of a foreign investment








Trade agreements and Trade Barriers

World Trade Organization (WTO) – member nations agree to negotiate and resolve disputes about tariffs and trade restrictions






World Trade Organization Members are supposed to give one another:

Most favoured nation status – most favourable treatment for imports and exports

However… there are barriers ---

Tariffs – are taxes governments levy on imports from abroad

Protectionism – is a call for tariffs and favourable treatments to protect domestic firms from foreign competition





Regional Economic Alliances

NAFTA – The North American Free Trade Agreement linking Canada, the US, and Mexico in an economic alliance






European Union – is a political and economic alliance of European countries




Global Business

Global corporations – or MNC, a multinational business with extensive operations in more than one foreign country





Types of Global Businesses

Transactional corporation – is an multinational corporation that operates world wide on a borderless basis
















Host country issues/Home Country Issues

Figure 3.8 – What should go right and what can go wrong in MNC-country relationships



















Ethics Challenges for Global Managers

Corruption – involves illegal practices to further one’s business interests

Child labour – is the full time employment of children for work otherwise done by adults

Sweatshops – employ workers at very low wages for long hours and in poor working conditions

Sustainable development – meets the needs of the present without hurting the ability for future generations to meet their needs




Culture and Global Diversity

Culture – is a shared set of beliefs, values, and patterns of behaviour common to a group of people

Culture shock – is the confusion and discomfort a person experiences when in an unfamiliar culture
Ethnocentrism – is the tendency to consider one’s culture superior to others

Cultural Intelligence – ability to accept and adapt to new cultures
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