Mon., 2016-01-11
· International Business is more one direction than global business is
· Global business is more complex
· Both types of the companies are behaving differently – ex. $ exchange rate
· Now to export goods to US is very beneficial; on the other hand, Canada-based companies now are struggling
· To write a good essay, one has to understand the background very well!! – to connect info, and defend each argument. 
Not to say just CA-based companies are struggling because of US $ exchange rate; instead, Why? Which provinces? Different stages of the business is effected differently – why? ect. 
· One has to look at different sides to analyse an information – HR, ethics, finances ect. 
· In Africa, the is more loop wholes in the law – businesses often are using this for their advantage (it is opposite in CA)
· Final: 5 questions – choose 3 to answer. Pay attention in the class to do well in the final. 
· Singapore and Honking are the “taxation heaven”. So many international companies prefer to have their headquarters in these countries.


We., 2016-01-13
Globalization

· Globalization defined narrowly: 
Ever greater international economic integration
Independent world economy.

· Ukraine vs Russia has distorted global market 

· Globalization broadly:
Economic and social convergence
Greater homogeneity amongst national systems (ex., lots of similarities amongst CA and US markets – trucks are similar because of the standardization)

· Business opportunity vs. Cultural threat
(ex., business opportunity: if no Globalization, there would be no Dollarama – no yes or know for globalization
Ex., cultural threat: Hollywood globalizes American culture – changes world culture via imposing/infiltrate American values/culture of their costumers/viewers – affects their behaviour, choice of brands ect.)

Trade integration
· Regional and global institution/agreements
BRICS: Brazil, Russia, India, China, South Africa – balances interests and rights of the developing countries (ex., has a BRICS bank – similar to the world bank but controlled by southern countries with a freedom to whom to land the money – not just to the west. Has a freedom to give loan without obligation to open the boarders – engage in the free trade. Now, will have an opportunity just to work on developing the local economy, their country without the threat.)
NAFTA
EU – European Union
AU – African Union – their aim is a free trade within Africa
WOT – World Trade Organization
etc. 

Egypt, Libya: business environment is very unstable – also in the political. Business requires a stable political environment. 
Now doing the reports Africa is separated into two groups: North Africa and South Sahara and Africa because their economies are very different.

UN – United Nation. Their aim is piece – not an economic organization. 


· Standardization of products and production process

Standardization:
There are global and regional standardization – 
Ex., laptop charger will need an accessories to work in India, but no needed accessories needed to work in US
Ex., CA fridge will probably not work in India because of the difference of the electrical power

Product process:
Silicon Walleye is the main hub of the innovation of the design the products; than, assembly is don in china and other developing countries

Ex., Apple
Design (In California, US) ->
-> Technology (in South Korea or Japan) ->
-> assembly (In China) ->
-> marketing (controlled by the headquarters in California, US) ->
-> Innovation (again, in India: they are very committed – many studies technology and computer science there)

· Greater access to worldwide markets, free trade
Opening the boarders has a threat of not being able to compete in the global market

· Establishment of trust between nations
Ex., many restrictions on Russia to get out from Ukraine. Ex., use of VISA – pressure put on the economy
Burundi – issues with elections – president is doing third term – International Committee is putting pressure on the economy AGOA – export goods without tax. From January 1, 2016 agreement will be stopped with Burundi – bad for the economy. 

Libya and Algeria had no external debt, but had no power – not enough to be retch – have to have a support form international committee. Need to have strong allies. Ex., 88% diamonds are gotten in Africa, but continent is struggling due to the management, policy, lack of power.

When the conflict is already happening, UN is often powerless due to the administrational heaviness. So, UN is mostly working on the preventing the conflict. UN is a political organization.

· New international division of labour
Ex., Samsung has positional on the other markets in the global / international markets – now not just phones, also cars and so on

Growth in GDP
(on the slides)

opportunities are in emerging countries – ex., Asia, Africa
Ex., bad for CA was jus 1% for GDP growth because of the situation in Ukraine (oil price down) – showered development. 

Global Trends
(on the slides)

US is a leading investor in the oversees markets – US is a global investor
China – is the leaders of receiving international investments
Africa received also a lot. (Inward: 53K, Inward: 13K)
Reasons of investing lower than before: too much risks due to a political instability (Burundi president stays for the third term), or economy is exhausted – not many opportunities

Manifestation of Globalization
· Emergence of global institution 
· Globalization of markets (EU no broders so no checking the trucks crossing the borders – good bre business - faster)
· Global production designs
· Emergence of global competition (if locals do not care of developing local economy, other countries will come – ex., Dollarama, education (international students, exchanges). Ex., Malysia and Egypt – many muslims, no need to change a lot products and services due to similarities-  Good for business)

Drivers of Globalization
· Declining barriers of trade/investment
(ex., China is opening their companies/headquarters in Honkong to reduce barriers)
· Technological change and online/digital business
· Innovation, research and development
(Ex., video conferences reduces the need to travel to have international meetings – reduces costs and makes it more efficient to do business)
· Global knowledge transfer

Contrasting views on globalization
· Case of climate change policies, recent COP-21
· Industrialized vs. emerging countries
(developed countries were polluting environment to grow, now they have technology to do a green business but developing – not – not easy to do business and be competative)
Globalization
Jobs
Income
Poverty

(to complete)
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Culture


Difficult to define because different people see it differently
•What is part of your culture?

Impact on how we see the world, how we operate in the business world
“That complex whole which includes knowledge , belief, art, morals, law, custom and other capabilities acquired by man as a member of society” 
Edward Tylor

· Can be flexible or very ridged
· Law: drinking beer on the streets


Shared values, norms,attitudes & beliefs: the society’s (group’s) design for living
•Values: abstract ideas about good, right, desirable
•Norms: social rules and guidelines 
•Attitudes: behavior, interactions (ex., interrupting someone speaking – allowed or not)
•Beliefs: preconceptions on “the other”, faith 

· How easy and quick one is able to adopt to he cultural setting is a key of success in the international business


Cultural Artifacts

An item or anything that evidences social, political, economic or religious organization of the people whom they belonged to.
“tip of the iceberg” (stereotypes, appearance - clothing)
Reveal valuable information about the society that made/used it. 
•Apps, Cloth, painted pottery, telephones 

· Culture is changing
· Cultural artifacts are often created by the elite
· Who defines the cultural movement/environment? – a key question 
· An app that is very successful in CA may not be successful in South Africa, for example

Social Class and Caste

Class Consciousness: A tendency for individuals to perceive themselves in terms of their class background 

· Ex., if one is born rich, he/she will be rich

Alternative Levels of Culture

· Pop Culture
•Television programs
•Clothing
•‘Pop’music
•What is the message? 

· High Culture 
•Film festivals 
•Clothing designers
•Classical music

· Folklore or Indigenous Culture
•Storytelling
•Hand-made garments

Spread of Culture

· Bill Clinton shortly before leaving the presidency said “In the new country, liberty will be spread by cell phone and cable modem.”
· Culture is values

Nation and National Culture

· Nation could be a useful definition of society
•Similarity among people a cause --and effect --of national boundaries 

· Nation is a useful way to understand business culture
•Culture differs significantly across/within national borders
•Laws are established along national lines
•Culture is both a cause and an effect of economic and political factors

· There are a lot of subcultures in every nation
· Cultures and subcultures have to be taken seriously when one is planning to run a business in a concrete country/region – failing doing this may cause failure of the business. Ex. law, Saudi Arabia – if one is not operating according to their rules, their business gets closed – hard to run business there
· There is no homogeneous society in the world (includes pronunciation)

· Nation and language
•Does language define national culture? or 
•Does national culture define language? 


Culture Distance


Geographic and cultural (or psychic) distance among countries may not be the same
· Key concept which affects IB strategy and conduct


Differences between Similar Countries

[image: ]



Culture and the Workplace (Hofstede)

Hofstede's study:64 national subsidiaries, 116,000 workers 
Researcher bias? Western stereotypes and culturally biased conclusions?
Many recent studies validate Hofstede’s dimensions

· Hofstede groups national cultures along dimensions meaningful to business 
•Work related values not universal (e.g. Siestas, 6 weeks of vacation etc.)
•National values may persist over MNC efforts to create culture
•Local values used to determine HQ policies
•MNC may create morale problems if it insists on uniform moral norms


· Often, IB companies are allowed to bring only 10% of their staff: 90% have to be local employees

Starting point for understanding of business situations across-cultures
· MUST understand own culture AND other culture(s)

· Of one is not understanding his/her own culture, he/she do not see the differences as an advantage 

Hofstede Dimensions

· Power Distance 
•degree of social inequality considered normal by people
•distance between individuals at different levels of a hierarchy
•scale from small power distance to large power distance

· Individualism vs. Collectivism
•degree to which people prefer to act as individuals rather than in groups
•the relations between the individual and his/her fellows

· Uncertainty Avoidance 
•more or less need to avoid uncertainty about the future
•degree of preference for structured versus unstructured situations

· Some need just desired outcome; some need to know all the steps and risks

Masculinity versus Femininity:
•division of roles and values in a society
•masculine values (assertiveness, competition) vs. Feminine values (quality of life, harmony, care for the weak, solidarity)

Long term vs. short term orientation

· Ex., serving rates – North America (not saving as much for the fture) vs. China (saving a lot)


Table

Culture and Greed


John Kay of the Financial Times in his 2004 book titled “Culture and Prosperity” writes: 
•“…only saints and fools would deny that self-interest plays an important role in economic behaviour. But economic behaviour is not governed only by self-interest” (pg.12)
•Bill Gates, Warren Buffet
•“Extreme self-interested materialism is a mark of the sociopath, not a characteristic of the great business leader…The best business leaders care about business rather than about money.” (pg. 12)


Religion, Culture, IB

Difference in religious heritage in modern cultures 
•What is the basis of trust in IB? 
•Demand for greater secularity in all government activities

[image: ]

· Believing in God sometimes may ease or harden a business relationship
· Exodus 22:25
· Koran: if one makes interest, it will change a relationship with God
· Tora
· Confucius 
 
Education and Culture
· Education
•Medium through which people are acculturated
•Language, “myths,” values, norms taught
•Teaches personal achievement and competition
•Absence of education undermines economic development
· Critical elements of national competitive advantage
•Canada acknowledged this and prioritized it
· Education system itself may be a cultural outcome


Important Issues to Consider

· What is the link between culture and thought?
•Does culture conform us to ‘its’ way of thinking?
•Do we shape culture to our way of thinking?
· How quickly does culture change?
•Where is ‘our’ (or your) culture going?
· How selective are we in our perceptions of culture?
•How coherent are our own values, attitudes and beliefs?


(to complete)
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Ethics

· A lot of sectors have not defined their ethics
· The accepted principles of right or wrong that govern the conduct of a person, the members of a profession, or the actions of an organization.
•Business ethics: accepted principles of right or wrong that govern the conduct of business people
•An ethical strategy: set of coordinated actions that do not violate these accepted principles 

Managers and Ethical Dilemmas


Why would students of IB be worried about revelations being recounted in media in Canada and throughout the world? 
· That info links to the profile of the country, and my potential or future business partners will think that I might do the same

There are situations in which none of the available alternatives seems ethically acceptable
•Can you give an example? 
· Should one shoot the plane before it crashes in the tower?
· Prison without clear laws – prisoners are deprived the rights to be judged in the tribunal 
· Syrian war – international organizations support one side of the conflict to find some short term solutions for this conflict
· Sohould one fire employee that is performing poorly but has a family and in general is a good person?

Ethical Issues in IB

Rooted in the fact that political systems, law, economic development, and culture vary significantly across cultures and nations.
• What is considered normal practice in one culture may be considered unethical in others.
• Managers in multinationals need to be sensitive to these differences and choose the ethical action. 
· Managers have to take into a consideration how local employees work – ethical issues in decision making processes

Circumstances with Ethical Considerations


Political environment: laws and regulations.
Social-cultural environment: migrations, urban areas.
Technological environment: communication, productivity.
· Ex., 10h working day without overtime pay
Economic environment: currency fluctuations.
Corporations competitiveness: management pressure.
· Pressure of necessity to be profitable causes make unethical decisions of managers, CEOs est. If not, they can get fired, for example. 
Competitive environment: global context. 
· Often, to cheat is easier than to compete. Ex., construction industry in QC


Determinants of Ethical Behaviour

[image: ]

Ethics – Influence

Effect of advances in communication technology
Competitiveness of global news media
Huge pressure to behave ethically: Mistakes of an executive have global repercussions, such as on CNN headline, YouTube, Twitter, Facebook, reaching millions 

· No strong regulations for companies how much info and where it might be used via apps and software we are installing
· Almost nobody reads agreement before installing aps and software


Opening Case Discussion, p. 124
Summary:
· Sudan mining 
· Canada having mines in this country – company Talisman
· Taking advantage of the local workers
· Now, Sudan is divided of Sudan and North Sudan
· Hard to deal with government while having conflicts in the countries – govt. 
· Collision with a government exploiting a natural resource while having conflict situation in the country
· Canada as global leading mining business
· Talisman faces ethical issues in Sudan
· “Global competition led Canadian business executives to do outside Canada what they could not do at home”
· Why do companies tend to discriminate regarding ethics?  because of competition with other companies operating in Sudan
· How far can you go? If international commission is regarding government of the country unethical, should we do business there?


Ethical Issues – Employment Practices

12-hour workdays, very low pay, failure to protect workers against toxic chemicals may be common in some developing nations
Is it okay for a multinational to tolerate such working conditions in its subsidiaries there?

· Has a long-term consequences – might be a subject of investigation, competition based in the past experience
· To get a contracts with UN, company has to go through a tough process to secure contract – checking if you have been an ethical business (for real, not just on a paper) – investigation


Make Your Point!

· Avoiding paying taxes… Is it unethical? 
· (headquarters, having bank accounts in Luxembourg, Switzerland (approx. 1%), Hamburg, Singapore, Honkong)
· Non in US living US citizens giving up US citizenship to avoid paying taxes to US

RBC and temporary workers… Was it unethical?
http://www.cbc.ca/news/canada/british-columbia/rbc-replaces-canadian-staff-with-foreign-workers-1.1315008
· Replacing Canadian employees with oversees workers (ex., India)
· There is a loop in the law – allows it
· Acknowledged their mistake and took back previous Canadian employees because of the public pressure and “broken” image they created due to their decision

· Is corruption always bad?
· Yes, corruption is a very bad thing, but we have to look at the situation where it is happening. We have to take a situation where we have to take the least unethical decision form all the possibilities. And, without taking any decision it will make it worse. 
· Often one has to balance. Ex., to build the hospital in the nation where decision makers are often corrupted. To get approval of the hospital, one might be “forced” to give a bribe to get the permission. Ex., QC construction. 


Cultural Relativism?

The belief that ethics are culturally determined and that firms should adopt the ethics of the cultures in which they operate.
What do you think of it?
· Controversial, because one can look only on the local government laws and practices – if they are bad one might follow them
· Often, one has to look what companies’ shareholders are interested in
· Fairness often is hard to internationalize; however, one might need to balance: not pay $1 when international standard is $3/hour. Instead, pay $2.5/hour to stay competitive. 
· If one tries to by ethical in the local setting company might face many short-term difficulties, but in the long-term they would be winning


United Nations: Universal Declaration of Human Rights

(to insert)

Ethical IB Decision Making


1.Hire and promote people with a well-grounded sense of personal ethics.
2.Build an organizational culture that emphasizes on ethical behavior. 
3.Make leaders articulate the rhetoric of ethical behavior & act consistently. 
4.Make decision-making processes consider ethical dimension of business.
 ex., making business in Brazil – one would need to consider how company will deal with a high corruption in the country
5.Develop moral courage.


5-step Process to Solve Ethical Problems

1.Identify which stakeholders a decision would affect and in what way
2.Judge the ethics of the proposed strategic decision
3.Establish moral intent
4.Engage in ethical behavior
5.Audit decisions, review to insure consistency with ethical principles 
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Case Study p. 161-162, Ethics

· NY Times published a dismissal on Kin Ki’s unethical treatment of Chimese employees:
Facts:
· Decline to replace US workers ($150/month) bu Chineese ($75/month)
· Employing migrant teenagers
· Long hours of work (7h30am to 10pm) work on weekends, total 84h/week
· Underpaid, 40% less than clamed (24 cents/h instead of 33 cents/h)
· Lack of pension, medical insurance, employment, contract
· Uncomfortable dormitories and non quality meals

Protest:
· Workers stryke for better conditions
· Issues party addressed but 2 ringleaders “were fired”, Mr. Tao said they resigned…
· Mr. Tao acknowledged not complying with the law on wages
· US CEO ignored labour problems in Chinese plants but planned a visit to China

Problems
Primary Problem:
Etch-A-Sketch has to find new ways to stay competitive in the toy business by primary reducing costs through an ethically-acceptable outsourcing

Secondary Problem:
· Outsource and coordinate the production to keep cost under $10 by retailers
· Save on wages, cost for plant, maintenance, electricity, payroll, health insurance
· Confront the social/community concerns both in US and China

Implications
Implications on the Organization
· What will happen in Ohio Art Company if it doesen’t outsource ethically in China to stay competitive?
· Uncompetitive, socially ((ir)responsible, bankrupt, loss of credibility, nothing? Etc.)

Implications on the Personnel
· What will the impact on the personnel (executives, managers and other employees) if doesn’t outsource ethically in China to stay competitive

· Who will benefit? Who will loose? Who is accountable for the decision?

Implications on the environment
· What are the environment (social, community, legal, economic, etc.) consequences if OAC doesn’t outsource in China to stay competitive?
· Society’s proportion of OAC, jobs creation/loss, human/employees, rights record, etc. 
Alternatives

· As the main issue of this case is related to ethical regarding an outsourcing decision, the Ochio Art Company has alternatives to deal with the problems
· Allalternatives have t propose/ consic=der clear pathway towards how to address the ethical problems OAC and Kin Ki in US and Chin

1. Keep outsourcing part of the production with Kin Ki (and at the same time address the ethical issues)
2. Outsource production with another company in China or elsewhere
3. Establish its Chinese plant or acquire Kin Ki for more control
4. Repatriate all production in US and restructure the business
5. Abandon the business segment
6. Status quo (keep on, change anything – very risky)
7. Might be some kind of combination of some alternatives


Alternative Solutions
Each alternative should:
· Be viable/feasible, realistic, creative, considerate of costs
· Be evaluated in terms of the extent to which it solves the Primary Problem
· Describe needed actions/changes by whom, where

…. Not complete


Recommended Solution

Well-argued justifications as to why this alternative is the most appropriate recommended alternative could be a combination of alternative. 

· Keep outsourcing part of the production with Kin Ki (A1)
· Ethical issues can be easily fixed
· Because already familiar in business with OAC (so, it is quite easy to make changes to guide to more ethical direction - cooperate)
· Has experience in the toy industry (is a local leader in the industry, producing good products – hard to find alternative company that is so good)
· Additional cost of going with another alternative (ex., travel costs without assurance that they will be as good as Kin Ki according the product quality standpoint)
· No other alternative offers such a significant saving of costs

! Have to consider financial struggles of the company




Implementations

(Only about the recommended solution – A1)

· For short/medium term:
· Fix issues immediately, respect legal work hours, pay minimum wage
· Plan in visit to KK, China to inquire the situation in details
· Address media critics by a press confidence or communique
· Create dialogue with community in Bryan to make them understand the challenge OAC faces and the need to outsource

· For long/vet long term:
· Establish stricter organizational ethical guidelines in dealing with KK
· Respect entirely local Chinese laws in terms of employee wages/benefit
· Create a monitoring system to prevent ethical problems in partnerships (allows to prevent the issue)

Structure
· Write professionally
· Respect formatting, spelling, grammar
· Make arguments clear and strong
· Submit on time


Endnotes:
· !!! Get right the main problem!!!
· + and – of each alternative, then choose one or combination (2-3)
· Make some reading to understand the alternatives

Case Study for 1st Assignment
Closing case of ch. 3, Culture and Business in Saudi Arabia, p. 122-123
 
To follow these questions:
· Base on the case, what major problem(s) a Canadian company entering Saudi Arabia may face?
· What are the implications of the identified problem(s) on the organization, the personnel, environment?
· If your CA company consider entering the SA market, which type of entry strategy would you favor in line with the identified problems and considering the current contracts in Audi Arabia and the region? How would you implement it?

Essay

Mr. Trudeau stated in Davos that his presessors promoted CA internationally for its resources but that he, as the new Prome Minister, whants international investors to know Canadians for their resourfi=ulness. Explain what this message signals to international business interested in investing in CA. What opportunities and challenges can you foresee for potential entrants


Example of Final exam question:
International business for Canadian firms is primary abi=out selling and buying goods services to and from the US. What are Canada’s advantages and disadvantages of its dependence on the US for trade?
3 out of five

We., 2016-01-27

Classical Trade Theories
Theory of Mercantilism
· Get gold, do not import

Protectionism
Do not import – maximize export
Government intervention is much more than in Mercantilism

Resource Mobility
Based on resource mobility – goods and skills can be diversified within the country – in many industries

(to complete previous one)

Free Trade: free market forces should determine how much to trade with little (or no) government intervention. 
· Making goods cross borders easily, without government intervention
· CA and US has no free trade; instead, they have an agreement
· Luxemburg has many issues with EU because it is not easing tax regulation among their trade partners
· Free trade is more a goal/objective than a real thing that is happening – there is a lot of discussion going on in the government about this (also in EU)

Theory of Absolute Advantage: economic advantage on nation enjoys that is absolutely superior to other nations
· Ex., an oil
· Champions of the field, goods coming only from them

Theory of Competative Advantage: relative advantage in one economic activity that a nation enjoys compared with other nations – countries should specialize in products they can produce most effectively

Opportunity Cost 
…..
Absolute Advantage

· Adam Smith: The Wealth of Nations, 1776
· Mercantilism weakens a country in the long run and enriches only a few segments
· Allows to import some things, but infancies on a need of specialization to some sectors (or even one)
· A country should specialize in, and export, product for which it has absolute advantage; import others
· CA largest import is food

· A country has absolute advantage when it is more productive than another country…..

· A country has an Absolute Advantage in the production of a product when it is more efficient than any other country in producing it.

(table)

· North Korea is the only country that is not importing any goods to trade with somebody


Competitive Advantage
· Even if one is having an absolute advantage is some industries, it does not have to produce all of these; instead, it has produce industry that has the most relatively productive advantage
· Have to find a balance among industries and focus on industries that are the most efficient

Theory of Relative Factor Endowments (Heckscher-Ohlin)
· Country has to focus on one industry
· CA has been following this theory in the past 15 years – oil. This is why CA is n=in trouble now – it has not developed enough other industries. Low oil prices shocked CA and pressed to think about developing other industries. There is a high probability that price of oil will keep on dropping. Iran has stopped their nuclear program – so sanctions are dropped against Iran. Since Iran is a major player in the oil industry, price will keep on dropping
· Government of CA has to support other industries now more than it was doing this in the past

· Ghana, Ivory Coasts exports cocoa – due to climate, soil, geographic position of the countries
· Brazil exports coffee – weather, climate
· Saudi Arabia exports oil – geology
· China exports ginseng (a plant) 
· Congo - Scares sand - caratine for technology industry


Heckscher – Ohlin Theory and the Leontief Paradox
· Stands for if a country is producing an oil, for example, it should not import oil 
· Not realistic though, refining is much more expensive in CA than it is doing it in other country – CA has no relative advantage in refining the oil
· CA is outsourcing a lot of minimum where jobs to concentrate on industries/activities/segments that are much higher paid – public usually do not mind!!!!!!!!!!!!
· A minimums monthly wage in many emerging countries are around $80 – it is legal to pay so small wages

Benefits of Trade
(to complete)

· Identify with precision the specific benefits of international trade
· Ex., of importing food. Country must import goods/services unless it is beneficial – if industry is not developed enough, country has to import that service/goods until industry (technology) will get developed. One has to take advantage on opportunities locally and abroad
· Buy cheep stuff overseas, and saved money use to develop local industries
· Is buying local goods only keeps local jobs? – France is big on this.
· Makes since from general sense, n=but when one starts to analyze it deeper, that might be not the case. One may not buy everything in the country – each country is not producing everything. Country should not produce everything to have a strong economy. So previous argument is more patriotic movement than economic developing one. 
Can be good only if one is not exaggerating with this – all the local companies trying to develop it to the large enterprise – not realistic nor it is efficient. Good is to support small local enerpreneours, though. 
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Trade Policy
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Current Challenges in IB
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· UN tried to punish Russia because of RU-Ukraine crisis (not purchasing oil form regions that are disturbing the piece)



Geo-Political Tensions –Russia/Ukraine Crisis

Territorial dispute and geopolitical stakes: NATO vs Russia 
Disruption in energy supplies (Russia is a major supplier)
West’s economic sanctions against Russia? Does it work? 
Canada embarked with US on sanctions without comprehensively assessing the global consequences of sanctions 
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· Mineral resources and gas industries of Russia under the pressure
· Punishments seem to work – Rulbi currency price went down
· US started to extract their own oil in Texas
· Because of these sanctions to Russia world oil industry is suffering - Government revenue of countries has dropped

[image: ]
Iran’s Nuclear Deal

· Till 2015, tough sanctions to force Iran to end its nuclear projects
· In 2016: Sanctions are being lifted
•What implications for IB? 
•Who wins? Who loses? 
http://www.nytimes.com/interactive/2016/business/energy-environment/oil-prices.html?_r=0 


· Before, to deal with Iran was not possible – under the sanction – even if some CA company dealt with Iran, functions (ex, limit to send money) were under the constraint – was very hard to have a business with Iran
· Staring with 2015, most of the sanctions have been lifted – under agreement
· Winning side – general consumers and companies wanting to have a business in Iran (ex., Boing selling their airplanes to Iran to renew their planes), loosing side – other countries producing oil (ex., Saudi Arabia)

Consolidating BRICS
•A global economic order is emerging
•Changes in global trade and global alliances 

· BRICK’s found is build by them to sponsor developing countries, to overpower the West’s World Bank


China –Japan –Taiwan –S-Korea –DPRK
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· Renewed hostilities from old conflict
•China is major economic power in Asia
•Renouncement of Japan’s pacifist constitution
•Territorial disputes
•East China sea dispute
•China-Taiwan dilemma 
•China’s first aircraft carrier 
· China, an emerging giant vs Japan, a nationalistic/economically frustrated
· S-Korea, another emerging power with pro-US policies
· N-Korea and nuclear threat (launched long-range rocket this week) 

· North Kore has launched a rocket that can reach a west coast of North America
· North Korea only trade partner is China (China is importing their goods to North Korea)
· If a country is not recognizing that Taiwan is a part of China, China will most likely not have a business with that country
· Taiwan new Prime Minister has launched a program against Begin; however, China is the main trade partner of Taiwan
· China is overpowering Japan at the moment



ISIS/ISIL
· Islamic State of Iraq and the Levant (Al-Sham) ISIL/ISIS
· Threatens international oil supply and global trade
· Now ISIS/ISIL rises global concerns in Iraq, Syria, Afghanistan, Libya, and beyond. 
[image: ]
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(2014). “Fueling ISIS INC”,
· Start of the movement is form execution of Sadam Hussein
· ISIS is very organized and are trading a lot – controlling many oil companies in the region
· This issue involves a big part of Middle East area (Libya, Syria est. )
· Movements of the products from one country to other, is very hard at the moment because of this conflict
· Many countries are buying the oil without knowing that it comes from ISIS


Tensions in Middle-East
[image: ]
· Israel/Palestine: decades of regional conflict
•Debates about where the borders should be
· Difficulty in realizing a ‘Two-State’ Solution
· UN, West, Arab League: still unable to build long term solution
· Both parties suffer from obstacles/boycott in international trade 

· Israel vs Palestine
· Nobody has been able to find a solution for this long conflict
· Many countries are boycotting Israel products (ex., almost all EU countries)

Africa and the Trap of Raw Materials Global Business

[image: ]
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· Africa has no technology to refine raw materials overseas, and than rebuy them (ex., sell cocoa and than buys chocolate)



Regional Challenges
· EU’s needs for younger workforce
· German opportunism in dealing with migrant crisis
· Global terrorism vs EU’s and West’s economic interests
· France’s unemployment struggles and human rights breach in migration crisis
· UK’s and Switzerland’s games vis-a-vis the EU 

[image: ]

· Germans needed Syrian refugees to make their workforce more young – to eliminate future economic challenges
· France is facing a high unemployment rate so they decide not to receive as many refugees as Germany did (not respecting the agreement signed with UN)
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Challenges in Emerging Countries

· IB challenges differ across emerging regions/countries
· The business game offers more loopholes in emerging nations
· Multinationals’ challenge of staying globally consistent in ethics and CSR
· Other challenges include finding ways to operate within free trade areas and to compete efficiently 
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