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• Hofstede’s	masculinity	index	 	
• Hofstede’s	long-term	versus	short-term	
• Hofstede’s	uncertainty	avoidance	
• Hall’s	high	versus	low	context	
• Trompenaars’	specific	versus	diffuse		
• Trompenaars’	internal	versus	external	locus	of	control 	

	 	



WEEK	1	-	Assessing	the	environment	
	

OBJECTIVES	

• To	understand	the	global	business	environment	and	how	it	affects	the	strategic	and	operational	decisions	that	
managers	must	make	

• To	develop	an	appreciation	for	the	ways	in	which	political	and	economic	factors	and	changes	influence	the	opportunities	
that	companies	face.	

• To	recognise	the	role	of	the	legal	environment	in	international	business	
• To	review	the	technological	environment	around	the	world	and	how	it	affects	the	international	manager’s	decisions	and	

operations.	

The	global	business	environment	

Globalisation	

• Interdependence	of	business,	politics,	trade	and	financial	links	around	the	world	
o Has	resulted	in	the	free	movements	of	goods,	people,	money	and	information	across	borders.	

		
• Economic	integration	results	from	the	lessening	of	trade	barriers	and	increased	flow	of	what	was	mentioned	

above.	
• Deglobalisation	is	becoming	an	issue	

		

Global	trends	

This	provides	both	challenges	and	opportunities	for	companies	to	incorporate	into	their	strategic	planning:	
• The	changing	balance	of	growth	toward	emerging	markets	compared	with	developed	ones,	along	with	the	

growing	number	of	middle-class	consumers	in	those	areas.	
• The	need	for	increased	productivity	and	consumption	in	developed	countries	to	stimulate	their	economies.	
• The	increasing	global	interconnectivity	
• The	increasing	gap	between	demand	and	supply	of	natural	resources	

o Push	for	environmental	protection	
• The	challenge	facing	govt.	to	develop	policies	for	economic	growth	and	financial	stability.	

		

Globality	and	emerging	markets	

Global	trade	is	increasingly	including	developing	nations	judged	ti	have	significant		growth	potential.	
MINT	is	the	new	BRIC	
o Mexico	
o Indonesia	
o Nigeria	
o Turkey	

		
	
	
BRIC	
o Brazil	
o Russia	
o India	
o China	

		



Backlash	against	globalisation	

It	comes	from	those	who	feel	that	it	benefits	advanced	industrial	nations	at	the	expense	of	many	other	countries.	
• Income	inequality	

		

Effects	of	institutions	on	global	trade	

Two	major	groups	of	institutions	(supranational	and	national)	play	differing	roles	in	globalisation.	
		
Supranational	institutions:	A	supranational	union	is	a	type	of	multinational	political	union	where	negotiated	power	
is	delegated	to	an	authority	by	governments	of	member	states.	
		
E.g.:	
• World	Trade	Organisations	(WTO)	

o Promotes	the	lowering	of	tariffs	and	a	common	set	of	trade	rules	among	its	member	countries.	
• International	Labour	Organisation	(ILO)	

o Promote	the	convergence	of	how	international	activities	are	conducted.	
		
		
Supranational	institutions	frequently	promote	rules	or	laws	favourable	to	foreign	firms.	
		
National	institutions	play	a	role	in	creating	favourable	conditions	for	domestic	firms	and	may	make	it	more	difficult	
for	foreign	firms	to	compete.	
		
		

Effects	of	globalisation	on	corporations	

• MNC's	are	firms	that	have	investment,	operations,	or	marketing	activities	in	several	countries.	
• Globalisations	removes	the	restrictions	of	location	which	benefits	the	access	the	various	of	resources	and	

creates	more	trade	with	other	nations.	
o Increased	efficiency	

			

Small	and	Medium-sized	Enterprises	(SMEs)	

They	play	a	vital	role	through	contribution	to	the	economy:	
• Employment	
• Job-creation	
• Development	of	new	products	and	services	
• International	operations	-->	exporting	

		
98%	are	SMEs	
It	is	businesses	that	has	<500	employees	
		

The	globalisation	of	human	capital	

• Nearshoring	
o Companies	bringing	production	closer	to	the	home	market	

• Reshoring	
o Production	all	the	way	back	home	to	high-labour-rate	countries	

	

The	globalisation	of	Information	Technology		

• Allows	service	jobs	to	be	performed	anywhere	in	the	world	
o But	increased	risks	for	firms	

• Cyber	theft	
• Hacking	



Regional	Trading	Blocs	

EU	
o Global	competitiveness	Index	
o Global	managers	face	two	tasks	

• Strategic:	how	firms	outside	of	Europe	can	deal	with	the	implications	of	the	EU	
• Cultural:	how	to	deal	effectively	with	multiple	sets	of	national	cultures,	traditions	and	customs	

ASIA	
• Manufacturing	

o Has	propelled	Asia's	emerging	markets	
• E.g.	China	has	become	an	export	powerhouse	

	

The	Global	Manager's		Role	

• Contingency	approach	to	dynamic	environments	
• Rules	of	the	game	as	a	successful	global	manager	
• Analyse	the	new	environment	and	create	strategies	based	on	the	analysis.	
• Understand	business	practices	and	expectations	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

The	political	and	economic	environment	

	

	

	

	

	

	

	

	

	

	



Political	Risk	

It	is	any	governmental	action	or	politically	motivated	event	that	could	adversely	affect	the	long-run	profitability	or	
value	of	a	firm.	
• Nationalisation:	forced	sale	of	an	MNC's	assets	to	local	buyers,	with	some	compensation	to	the	firm,	perhaps	

leaving	a	minority	ownership	with	the	MNC.	
• Expropriation:	when	a	local	government	seizes	and	provides	inadequate	compensation	for	the	foreign-owned	

assets	of	an	MNC.	
o When	no	compensation	is	provided,	it	is	confiscation	

• Macropolitical	risk	event:	An	event	that	affects	all	foreign	firms	doing	business	in	a	country	or	region.	
o Terrorism	poses	severe	and	random	political	risk	

• Micropolitical	risk	event:	An	event	that	affects	one	industry	or	company	or	only	a	few	companies.	
		

Political	risk	assessment	

Usually	takes	two	types	of	assessments:	
• Experts	or	consultants	
• Development	of	internal	staff	and	in-house	capabilities	

		

Managing	political	risk	

• Hedging	
• Dependency	

o Keeping	both	the	subsidiary	and	the	host	nation	dependent	on	the	parent	corporation	
• Maintaining	control	in	key	aspects	of	business	operations	

• Manage	political	risk	through	global	strategic	choices	
		
	


