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3 Global Environmental Forces 
 

1. Global integration and coordination (economies of scale) 
2. National differentiation and responsiveness (different needs/wants of customers) 
3. Worldwide innovation and learning and diffusion of learning  

 
Note: The force of national responsiveness and differentiation is driven by worldwide 
innovation and diffusion of learning, and thus results in global integration and coordination 
 
What is a Multinational Enterprise?  
 

A multinational enterprise refers to a business that has substantial direct investment in a 
foreign country (not just an export business), actively manages their offshore assets (not 
simply holding them as a passive financial portfolio), and the management team integrates 
the operations of different countries 
 
Therefore: a MNE refers to a business that operates in more than one country 

 
Challenges face by multinational enterprises 

 

• Manage diverse patterns of consumer preferences 

• Manage multiple legal frameworks 

• Manage multiple consumer channels 

• Need to mesh corporate strategy with host country policies 

• Business performance measured in multiple currencies 

• Barriers relating to language, time, distance and culture 
 
Pushes and Pulls to Internationalize 
 

In the modern business environment, businesses internationalize due to both traditional 
and emerging motivations 

 
Traditional Motivations 

 

• Desire to increase market share 

• Access low-cost factors of production 

• Desire to secure key supplies 

• Overall desire to generate profits (above average returns) 
 

Emerging Motivations 
 

• Desire to achieve global brand recognition 

• Desire to increase economies of scale 

• Desire to access international technologies and labour (Ie: for best skills) 

• Desire to access emerging international trends 



 
International Expansion Motivations over time 
 

Pre 1970’s 1970’s/1980’s 1990’s/2000 

 

• Secure raw materials 

• Exploit factor cost differences 

• Protect exports 

• Provide growth 
 

 

• Match competitors 

• Capture global scale 

• Preempt markets 
 

 

• Global intelligence scan 

• Access scarce knowledge 

• Recruit skills, expertise 
 

 
Prerequisites to Internationalization 
 

Beyond the desire to expand offshore, a company must possess certain competencies 
(prerequisites) if it is to succeed in overseas markets 

 

• Foreign countries must offer location-specific advantages  

• Company must have strategic advantages to offset unfamiliarity of foreign markets 

• Company must have organizational capabilities to leverage its assets more 
effectively through its own subsidiaries than through contractual relations with 
outside parties 

 
Process of Internationalization 
 

Traditionally, companies would increase their commitment and understand of foreign 
markets over time – this is known as the Uppsala Model. In today’s world, many companies 
are “born global” 

 
Other modes of international entry include:  
 

Export Investment Contractual 
 

• Indirect 

• Direct 

• Controlled 
 

 

• Acquisition  

• Joint Venture 

• Capital Participation 

 

• License 

• Franchise 

• Cooperation Agreements 

 
 
 
 
 
 
 
 
 
 
 
 
 
 



Evolving Mentality: International to Transnational 
 

 
 

1. International Perspective  refers to when a business is regarded fundamentally as 
a domestic company, with some foreign operations 

 
Ie: products are developed for the domestic market and only subsequently sold abroad, 
technology and other sources of knowledge are transferred from the parent company to 
the overseas operators, and offshore manufacturing represents a means to protect a 
company’s home market 
 
2. Multinational Perspective  refers to when a business has generally independent 

national companies that are responsive to local markets 
 
Ie: managers of foreign operations tend to be highly independent entrepreneurs, often 
nationals of the host country. They use their local market knowledge to build significant local 
growth and establish a considerable independence from headquarters 
 

3. Global Perspective  refers to when a business thinks in terms of creating products 
for a world market and manufacturers them on a global scale. Foreign operations are 
managed centrally, and the business views the world as their market, and not 
individual national markets  

 
4. Transnational Perspective  refers to when a business is responsive to local market 

and political needs, whilst simultaneously capturing the benefits of global efficiency 
resulting in a worldwide approach to management  
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Historically, companies have ventured abroad only after establishing themselves at home. 
Moreover, when they have looked overseas, they haven’t ventured too far afield, initially. In 
today’s world, companies are born global  
 
Note: operating globally allows countries to now only achieve “national economies of scale”, 
but “global economies of scale” 

 
The “born global” mentality 
 
In today’s world, businesses are born global, and entrepreneurs:  
 

• Don’t automatically buy supplies from local supplies 

• Purchase from the world’s best manufacturing facilities 

• Hire labour from around the world 

• Receiving funding from investors around the world 

• Etc… 
 
Reasons for crossing national boundaries 
 

Today’s entrepreneurs operate beyond national boundaries for two strategic reasons – 
defensive and offensive   

 
Defensive  to be competitive on price, companies must globalize aspects of their business  
 
Offensive  businesses can utilise resources from countries around the world to ensure 
success in new and innovative business ventures 
 
Key challenges of global operations 
 

There are a number of challenges that “born global” businesses face including physical 
distance, psychic distance, context and resources 

 
Physical Distance  physical distance between operating hubs creates time differences that 
can be tough for a business to manage, and new businesses often lack infrastructure to 
cope with dispersed operations in faraway markets 
 
Psychic Distance  factors such as culture, language, education systems, political systems, 
religion, and economic development levels that differ between countries present challenges 
for businesses operating globally 
 
Context  a countries political, regulatory, judicial, tax, environmental, and labor systems 
can vary significantly, and this must be considered by entrepreneurs when establishing 
global operations 
 
Resources  in today’s world, customers expect start-ups to posses the same resources 
(quality and quantity of skills and labour) that larger businesses have, and this challenges 
new/small businesses 
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