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Key questionsKey questions

Why should an enterprise engage in Why should an enterprise engage in 
international transactions?international transactions?

Does this engagement mean the nature of Does this engagement mean the nature of 
strategy must change?strategy must change?
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A global worldA global world

A world governmentA world government
An effective world law and order frameworkAn effective world law and order framework
Multilateral institutions for overseeing the Multilateral institutions for overseeing the 
implementation of business rulesimplementation of business rules
A common languageA common language
A common cultureA common culture
Fully integrated marketsFully integrated markets
No barriers to trade or investmentNo barriers to trade or investment
No transport or communications costsNo transport or communications costs



The Global Perspective.pptThe Global Perspective.ppt 44

DefinitionDefinition

““Globalization is the movement towards a Globalization is the movement towards a 
‘global world’”‘global world’”

The concept encapsulates for many the The concept encapsulates for many the 
defining features of the modern eradefining features of the modern era

It is perceived by different people as both It is perceived by different people as both 
good and badgood and bad
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Benefits of globalizationBenefits of globalization

Accelerated technical changeAccelerated technical change
Increased competition = lower costsIncreased competition = lower costs
Reduction in home country biasReduction in home country bias
Faster growth = more jobsFaster growth = more jobs
Higher standard of livingHigher standard of living
Reduction in povertyReduction in poverty
Broader access to consumer goodsBroader access to consumer goods
Widespread dissemination of informationWidespread dissemination of information
Undermining of traditional hierarchiesUndermining of traditional hierarchies
“Democratisation”“Democratisation”
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Losses from globalizationLosses from globalization

Loss of national sovereigntyLoss of national sovereignty
More uneven income distributionMore uneven income distribution
Damage to the environmentDamage to the environment
Erosion of health and safety standardsErosion of health and safety standards
Erosion of local culturesErosion of local cultures
More cultural imperialismMore cultural imperialism
Loss of independent decisionLoss of independent decision--makingmaking
Increased power of large companiesIncreased power of large companies
Increased power of international organizationsIncreased power of international organizations
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Four different views of globalizationFour different views of globalization

A change of mental perspectiveA change of mental perspective
A change in behaviourA change in behaviour
Increasingly institutionalized patterns of global Increasingly institutionalized patterns of global 
interactioninteraction
The imposition of a new discipline on existing The imposition of a new discipline on existing 
behaviour behaviour –– the notion of ‘hyperthe notion of ‘hyper--competition”competition”
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Five main elements of globalizationFive main elements of globalization

The integration of world markets and the The integration of world markets and the 
world economyworld economy
Accelerated diffusion of new technologyAccelerated diffusion of new technology
The loss of national sovereigntyThe loss of national sovereignty
The homogenisation of a global cultureThe homogenisation of a global culture
The democratisation of key activitiesThe democratisation of key activities
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Is globalisation new?Is globalisation new?

Long history of an increase in international Long history of an increase in international 
interactions interactions –– trade and investmenttrade and investment

5,000 B.C to the 1600s 5,000 B.C to the 1600s incipientincipient globalizationglobalization
1600s to 1970s 1600s to 1970s bridgingbridging globalizationglobalization
1970s to present: 1970s to present: acceleratedaccelerated globalizationglobalization

Reversals followed by recoveries Reversals followed by recoveries –– for for 
example 1914 example 1914 –– 1945 reversal, 1945 1945 reversal, 1945 –– 1970s 1970s 
recovery.recovery.



The Global Perspective.pptThe Global Perspective.ppt 1010

Integration of marketsIntegration of markets

SupraSupra--nationalisation v.   Internationalisationnationalisation v.   Internationalisation
The capital market leads the wayThe capital market leads the way
Reduction in barriers to trade and investmentReduction in barriers to trade and investment
Reduction in transport and communication Reduction in transport and communication 
costscosts
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Accelerated diffusion of new technologyAccelerated diffusion of new technology

The communications revolutionThe communications revolution

Vastly improved access to informationVastly improved access to information

Price convergence in various marketsPrice convergence in various markets

More rapid spread of technical knowledgeMore rapid spread of technical knowledge
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Loss of national sovereigntyLoss of national sovereignty

The ‘golden straitjacket’The ‘golden straitjacket’
Who sets the rules of the game?Who sets the rules of the game?
Multilateral and multinational institutionsMultilateral and multinational institutions
Country riskCountry risk
Increase in number of nation statesIncrease in number of nation states
Cultural conflict (Huntington thesis)Cultural conflict (Huntington thesis)
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Homogenisation of cultureHomogenisation of culture

The role of languageThe role of language

Cultural imperialism, from fast food to pop Cultural imperialism, from fast food to pop 
musicmusic

Few global brandsFew global brands

Local resistanceLocal resistance



The Global Perspective.pptThe Global Perspective.ppt 1414

DemocratisationDemocratisation

Control of fertilityControl of fertility
Decentralisation of energy and transport Decentralisation of energy and transport ––
electricity and the motor carelectricity and the motor car
Access to travelAccess to travel
Access to financeAccess to finance
Access to informationAccess to information
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Cultural clusters (1)Cultural clusters (1)

Latin AmericaLatin America
Western EuropeWestern Europe
Eastern EuropeEastern Europe
The ArabThe Arab
SubSub--Saharan AfricaSaharan Africa
SiniticSinitic or Confucianor Confucian
South AsianSouth Asian
The Anglo The Anglo 
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Cultural clusters (2)Cultural clusters (2)

Areas of fragmentationAreas of fragmentation
SouthSouth--east Asiaeast Asia
OceaniaOceania

Border areasBorder areas
the Balkansthe Balkans

OutliersOutliers
BrazilBrazil
IsraelIsrael



The Global Perspective.pptThe Global Perspective.ppt 1717

Home country biasHome country bias

In key economic decisions:In key economic decisions:
Purchase of consumer goodsPurchase of consumer goods
Use of savingsUse of savings
Location of investmentLocation of investment
EmploymentEmployment

In nature of multinational enterprisesIn nature of multinational enterprises
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Removal of the biasRemoval of the bias

Reduction in transport and communication Reduction in transport and communication 
costscosts
More information, less ignorance and More information, less ignorance and 
uncertaintyuncertainty
Removal of fluctuations in the level of country Removal of fluctuations in the level of country 
riskrisk

Floating exchange ratesFloating exchange rates
Government actionGovernment action
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A convergent worldA convergent world

What does convergence mean? By choice or by What does convergence mean? By choice or by 
compulsion compulsion 
The ‘end of history’The ‘end of history’

Economic Economic –– the market systemthe market system
Political Political –– representative democracyrepresentative democracy
Social Social –– global tastes and global brandsglobal tastes and global brands

Price convergence Price convergence -- commoditiescommodities
Interest rates convergeInterest rates converge
Systematic economic fluctuations occurSystematic economic fluctuations occur
Economic structures become similarEconomic structures become similar
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Global playersGlobal players

Multilateral organizations Multilateral organizations –– from the WTO to from the WTO to 
GreenpeaceGreenpeace
Regional organizations Regional organizations –– from the EU to APECfrom the EU to APEC
The main national players The main national players 

The Triad: North America, the EU and JapanThe Triad: North America, the EU and Japan

Multinational enterprises and organizationsMultinational enterprises and organizations
from Walfrom Wal--Mart to the state of CaliforniaMart to the state of California
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Multilateral organizationsMultilateral organizations

The United Nations and its agenciesThe United Nations and its agencies
The World Bank and its agenciesThe World Bank and its agencies
World Trade OrganizationWorld Trade Organization
International Monetary FundInternational Monetary Fund
Bank of International SettlementsBank of International Settlements
GreenpeaceGreenpeace
Red Cross Red Cross 
AmnestyAmnesty
OxfamOxfam
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Regional organizationsRegional organizations

Regional development banks, e.g. Asian Regional development banks, e.g. Asian 
Development BankDevelopment Bank
European Union and its agencies, e.g. European Union and its agencies, e.g. 
European Central BankEuropean Central Bank
Free Trade Areas, such as NAFTA, ASEAN or Free Trade Areas, such as NAFTA, ASEAN or 
MercosurMercosur
Others: APEC or OPECOthers: APEC or OPEC
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National PlayersNational Players

The Triad The Triad –– North America, the European North America, the European 
Union and JapanUnion and Japan
North America is a little bigger than the North America is a little bigger than the 
European UnionEuropean Union
Both are something like three times the size of Both are something like three times the size of 
JapanJapan
Together with China, South Korea and Together with China, South Korea and 
Singapore the Confucian countries are a little Singapore the Confucian countries are a little 
bit smaller againbit smaller again
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United StatesUnited States 9,7819,781

ChinaChina 5,0275,027

JapanJapan 3,2463,246

IndiaIndia 2,9132,913

GermanyGermany 2,0782,078

United KingdomUnited Kingdom 1,4311,431

FranceFrance 1,4251,425

ItalyItaly 1,4221,422

BrazilBrazil 1,2191,219

RussiaRussia 995995

Purchasing power parity GNI (2001) – in US$ billions 
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MultinationalsMultinationals

By definition those companies engaged in FDIBy definition those companies engaged in FDI
Growing in numberGrowing in number
Still concentrated on the Triad but becoming Still concentrated on the Triad but becoming 
more diversemore diverse
Different ways of defining size Different ways of defining size –– by use of by use of 
factors of production such as assets or factors of production such as assets or 
employment, by capitalization or by revenuesemployment, by capitalization or by revenues
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WalWal--MartMart 220220

Exxon MobilExxon Mobil 192192

General MotorsGeneral Motors 177177

British PetroleumBritish Petroleum 174174

FordFord 162162

EnronEnron 139139

Daimler ChryslerDaimler Chrysler 137137

Royal Dutch /ShellRoyal Dutch /Shell 132132

General ElectricGeneral Electric 126126

ToyotaToyota 121121

Revenues of 10 largest corporations $bill (2001).
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The impact of globalization on strategyThe impact of globalization on strategy

Think globally and act locallyThink globally and act locally
Differing operating contextsDiffering operating contexts
Greater complexityGreater complexity

of value creating chainof value creating chain
of marketsof markets
of management team and labour forceof management team and labour force
of legal and political contextsof legal and political contexts
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Globalization driversGlobalization drivers

Lure of marketsLure of markets

Prospect of reduced costsProspect of reduced costs

Persistence of government policies which Persistence of government policies which 
favour some kinds of globalisationfavour some kinds of globalisation

Forces of competitionForces of competition
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Global opportunities and risksGlobal opportunities and risks

Nature of the opportunitiesNature of the opportunities

How to exploit the opportunitiesHow to exploit the opportunities

Need for leadershipNeed for leadership

Complexity of riskComplexity of risk
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The AirlinesThe Airlines

Of its nature a global industryOf its nature a global industry
A strong case of home country bias A strong case of home country bias -- protection of protection of 
the flag carriersthe flag carriers
Deregulation talked about and to some degree Deregulation talked about and to some degree 
pursuedpursued
Fast growth but low profit industryFast growth but low profit industry
Highly vulnerable to shocksHighly vulnerable to shocks
Consolidation and strategic alliancesConsolidation and strategic alliances
‘No‘No--frills’ airlinesfrills’ airlines
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SwissairSwissair

Limited domestic baseLimited domestic base
Ambitious strategyAmbitious strategy

Large route networkLarge route network
Minority interestsMinority interests
NonNon--airline businessairline business

New Strategic Course Jan 1 2001New Strategic Course Jan 1 2001
Debt and bankruptcy late 2001Debt and bankruptcy late 2001
Reconstruction as Swiss International AirlinesReconstruction as Swiss International Airlines
Further problems in 2003Further problems in 2003
Future? TakeFuture? Take--over by over by LufthanzaLufthanza
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QantasQantas

Strong domestic baseStrong domestic base
Bankruptcy of Bankruptcy of AnsettAnsett
Rides the shock wellRides the shock well
ProblemsProblems

Further shocks Further shocks –– Bali and SARSBali and SARS
Competition from no frills airlines, Virgin BlueCompetition from no frills airlines, Virgin Blue
Ageing fleetAgeing fleet
High costsHigh costs
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BritishBritish AirwaysAirways
StartingStarting fromfrom theirtheir slogan ‘One slogan ‘One World’World’, the , the 
intentintent of BA of BA isis toto becomebecome a a globalglobal airlineairline, , 
servingserving a a globalglobal market and a market and a globalglobal customercustomer..
In the In the pastpast theythey hadhad attemptedattempted toto access the access the 
‘‘lowlow--cost’cost’ flight market (flight market (withwith BuzzBuzz) ) butbut itit diddid notnot
fitfit withwith the company the company cultureculture--customercustomer ….Buzz ….Buzz 
waswas eventuiallyeventuially sold.sold.
Over the Over the lastlast 1010--15 15 yearsyears theythey havehave promotedpromoted a a 
lessless BritishBritish profileprofile and and amplifiedamplified a a differentdifferent, , 
worldworld--widewide, brand , brand imageimage ((asas the the flagsflags on the on the 
planeplane tailstails testifytestify))
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