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Learning Objectives

o Define globalization and international business
and explain how they affect each other

o Grasp why companies engage in international
business and why its growth has accelerated

o Discuss globalization’s future and the major
criticisms of it

o Illustrate the different ways a company can
accomplish its global objectives

o Recognize the need to apply social science
disciplines to understand how international and
domestic business differ
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o Globalization is the widening set of
interdependent relationships among
people from different parts of a world gL e
divided into nations \-‘W\"\»(mms
o0 The term sometimes refers to the QGD”\OB

goods, $ 85, qap
speople that influence the & j__) /(b\;
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elimination of barriers to international

integration of world economies
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O Today, so many different components,
ingredients, and specialized business activities

go into p

O For example Apple’ s iPhones are shipped from
China and seem to be Chinese, yet less than four
percent of their value is actually performed in
China!

Copyright © 2015 Pearson Education, Inc. 1-7

Introduction

ess consists of all
including sales,
investments, and.transportation—that

o International b

take place between two or more countries

= increasingly foreign countries are a sutiree of
kath production and sales for domestic
companies ~
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0 It is important to stud
bysiness hecause

y international

f inipetiiion affect almost all
panies, regardless of industry
i companies have more complex

than domestic firms.
ding of IB helps you make better

Gareer decisions
= An understanding helps you decide what

aovernment policies to support
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Introduction

Factors in International Business Operations

OPERATING ENVIRONMENT OPERATIONS
PHYSICAL AND OBJECTIVES
SOCIAL FACTORS « Sales expansion
« Political policies and legal * Resource acquisition
practices * Risk minimization

* Cultural factors
* Economic forces
« Geographical influences
STRATEGY

COMPETITIVE MEANS

D Modes Functions Overlying Alternatives
« Importing and exporting * Marketing Chalce of countries

« Competitive product O T el 5 and

strategy * Licensing and franchising  and supply-chain conlml mechanisms
* Company resources and * Turnkey operations management

experience * Management contracts * Accounting
* Competitors in each * Direct and portiolio * Finance

market investment (including * Human resources

joint ventures)

I}

This Figure shows the complex relationships among conditions and operations that a
firm may face when its conducts some of its business internationally. 1-10

Forces Driving Globalization

1. Increase in and application of technoiogy
2. Liberalization of cross-border trade and

resource movements« ~S GW‘P T) %O&LD"\

3. Development of services that support
international business

4. Growth of ¢onsumer pressures _\,e\ /"
Increased glohal competition ?-\QM

6. Changing palitical situations and
government policies

7. Expanded ¢ross-national cooperation
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Explaination

o $ne factor is techneiegy. In recent years, we’ ve seen treiindous advances in ic()/‘% %QW :| ) i

technology. The pace of new product development is than ever, and

many companies are finding that in order to keep up, they need to team up

with_companies in other countries to_gain financial resources or specialized . . $Q1§w
capabilities. Firms are also finding that to justify their investments in new

— ‘

roduct development, they need to expand thei @ o other markets.
M
on of crose-bor Se=r trade. bﬁgl\

o Another factor driving globalization is the iiter:

Today, most governments have reduced restrictions on cross-border trade
giving their citizens access to a greater variety of goods and services at lower prices. +(mv\ L
Increased competition from foreign companies also encourages domestic producers to
become more efficient. Governments hope that by opening their countries to trade, other 7 Vw\\ G 5 T
countries will also lower trade barriers. ‘ LOW &
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Cont. explaination

s that facilitate international business transactions have also

0 The development of sew servi
increased further driving globalization. In addition, today’ s consumers are more informed
about foreign products and services and are better able to afford more luxury items.

Moreover, more consumers are able to comparison, shog to find(better deals worldwid

ch as China.

Companies look for growing markets wher

O infens repeticon is also driving globalization. Today, companies continually look
abroad to increase market share and reduce costs in order to better Compctc with other firms.

start out with a

i BEgggdican take many forms: so-called
global focus because of their founders’ international experience and because advances in
communicatigns give them a good idea of where global markets and suppliers are. Related to

this, many new companies locate in areas where there are many competitors and suppliers—

a situation known a 'which helps them to become quickly aware of forci&n
i I
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Cont.Explaination

O Finally, i ; thions and increased Crossnational
copperation have allowed 1ntgrnat10nal business to flourish. Countries of
ditterent political systems are more open than before to conducting
international trade with each other. Governments are spending more

resources on the improvement of infrastructure facilitating the {ransport of
&oods and resources. Furthermore, governments have realized the benefits
of international cooperation. In particular, governments engage in
international cooperation in order to gain reciprocal advantages, to attack

problems jointly that one country acting alone cannot solve, and to deal
with areas of concern that lie outside the territory of any nation.
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Costs of Globalization

o Threats to national sovereignty
= lose freedom to “act locally”
o Economic growth and environmental
stress
= growth consumes nonrenewable natural
resources and increases environmental
damage
o Growing income inequality and personal
stress

= promotes global superstars at the expense of
others
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