
MGT 302 - International Business 

Chapter 1 – Globalization 

 

Globalization  

- The shift toward a more integrated and interdependent world economy 

- Trend away from distinct national economic units and toward one huge global market 

 

Globalization of markets 

- Moving away from an economic system in which national markets are distinct entities, isolated by trade 

barriers and barriers of distance, time, and culture, and toward a system in which national markets are 

merging into one global market 

 

Globalization of product 

- The sourcing of goods and services form locations around the globe to take advantage of national 

differences in the cost and quality of factors of production (labor, energy, land, capital) 

- Company hope to lower their overall cost structure or improve the quality or functionality of their 

product offering -> effectively 

 

Technological changes and Globalization 

- Advances in communication – internet 

- Information processing – computer advancement 

- Transportation – saving associated with dispersing production to low cost locations 

 

Revenue – cost = profit 

 

Greater Globalization (what drives globalization) 

- Decline in barriers to the free glow of goods, services, and capital that has occurred in recent decades 

- Technological change, particularly the dramatic developments in communication, information 

processing, and transportation technologies 

 

Drivers of the Globalization of markets 

- Barriers of trade – easy transaction 

- Falling barriers to cross-border trade – though tension and uncertainty 

- Consumer tastes and preferences are converging – unique opportunities 

- Firms offering standardized products worldwide 

 

Trend of the Global Economy 

1. The share of world output accounted for by developing nations is rising  

2. US holds less% of trade and export 

3. Developing countries, not just the US, have become popular destinations for FDI 

4. Rise of non-US multinationals and the number of mini-multinationals as risen 

5. Less communism more free market reforms 

 

Pros of Globalization 

- Lower prices for goods and services 

- Greater economic growth 

- Higher consumer income, more jobs 

- Declining barriers to international trade and investment do stimulate economic growth, create jobs, and 

raise income levels 

 

Cons of Globalization 

- Job loss 
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- Environmental degradation 

- Cultural imperialism of global media and MNEs (multinational enterpership)  

 

Role of Technological Change 

- Communications 

o Moore’s Law 

 The cost of microprocessors continue to fall, while their power increase 

 The power of microprocessor technology doubles and its costs of production fall in half 

every 18 months 

- Internet of things 

- Transportation technology 

- Implications for the globalization of production 

- Implications for the globalization of markets 

 

Globalization of production 

• Sourcing goods and services to capitalize on national differences (factory in other country) 

o Land 

o Labor 

o Energy 

o Capital  

- Make local people happy about the price 

 

Globalization Implications  

- Lower barriers to trade and investment mean firms 

o View the world, rather than a single country, as their market 

o Base production in the optimal location for that activity – connection with the local consumer 

 

• International trade  

o Firms export goods and services to consumers in another country 

• Foreign direct investment (FDI) 

o When a firm invests resources (money) in business activities outside of it’s home country 

• Multinational enterprise 

o Any business that has productive activities in two or more countries 

 

Global Institution 

- Help manage, regulate and police the global marketplace 

- Promote the establishment of multinational treaties to govern the global business system 

• World Trade Organization (WTO) 

o Polices the world trading  

• International Monetary Fund (IMF) 

• United Nations (UN) 

 

Changing demographics of the global economy 

• Former communist countries present export and investment opportunities 

• Signs of growing unrest and totalitarianism 

• China moving to industrial superpower 

• Latin America debt and inflation are down, more private investors, expanding economies 

 

Urbanization and integration leads to a new renaissance 

Achilles heels of globaliztation 

- Growing inequality  
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- Complexity 

o Growing fragility, growing brittleness 

 

 Pro Con 

Production/factories Production is less expensive Jobs are lost to low-wage 

nations 

Opportunity Free Trade-efficiencies Not equal for all nations 

Integrated global economies More opportunities Political and ecnonmic 

 

Why is trade beneficial? 

- Allows a country to specialize in the manufacture and export of the products and services that it can 

produce efficiently 

- Import products that can be produced more efficiently in other countries 

 

Chapter 2 – National differences  

 

Political Economy 

• Political, economic, and legal system of a country are interdependent 

• They influence each other 

• Zimbabwe 

 

Political System 

• The system of government in a nation – who is in charge? 

• (Collectivism vs. Individualism), (Totalitarianism vs. Democracy) 

• Collectivism 集體主義 – socialism  

o Plato, equated with Socialism 

o The needs of society as being more important than the needs of the individual 

o Stresses the primacy of collective goals over individual goals 

o Advocate state ownership of the basic means of production, distribution, and exchange 

o Manage to benefit society as a whole, rather than individual capitalist 

o Communism 共產主義 

 Socialism can only be achieved through violent revolution and totalitarian dictatorship 

 In retreat worldwide by mid 19990 

o Social democrats 社會民主人士 

 Socialism is achieved through democratic means 

 Retreating as many countries move toward free market economies 

 State-owned enterprises have been privatized 

 Social democrat parties- Austria, Germany, Great Britain 

• Individualism 個人主義 

o Refers to philosophy that an individual should have freedom in his own economic and political 

pursuits 

o Implies democratic political system and free market economies 

o Individual diversity and private ownership are desirable 

o Individual economic and political freedoms are the ground rules on which a society should be 

based 

o Implies democratic political systems and free market economies 

• Democracy 民主 

o Government is by the people, exercised either directly or through elected representatives 

• Totalitarianism 極權主義 

o Government which one person or political party exercises absolute control 

3 of 44



o Totalitarianism focuses on limiting individual freedoms 

o Communist totalitarianism (china) 

 Found in states where the communist party monopolizes power 

 Soviets during communism 

o Theocratic totalitarianism (Iran) 

 Found in states where political power is monopolized by a party, group, or individual that 

governs according to religious principles 

 Iran, Saudi Arabia 

o Tribal totalitarianism 部落極權主義 (Zimbabwe) 

 Found in states where political party that represents the interests of a particular tribe 

monopolizes power 

 Africa, Kenya 

o Right-wing totalitarianism (Fascist regime in Germany) 

 Permits some individual economics freedom, but restricts individual political freedom 

 South Korea, Taiwan 

 

Economic Freedom  

• The fundamental right of every human to control his own labor and property 

• Individuals are free to work, produce, consume, and invest in any way they please 

• Governments allow labor, capital, and goods to move freely, and refrain from coercion or constraint for 

liberty beyond the intent necessary to protect and maintain liberty itself 

 

Economic system 

• Market economies (U.S.) 

o All productive activities are privately owned, and production is determined by the interaction of 

supply and demand 

o Promotes free/fair competition 

o No restrictions on supply, no monopolies 

o Prices are free of controls, private ownership is predominant 

• Command economies (North Korea) 

o Government plans the goods and services that a country produces, the quantity that is produced, 

and the prices as which they are sold 

o All business state-owned 

o Prices are set by central planners, productive assets are owned by the state, private ownership is 

forbidden 

• Mixed economies (Great Britain before 1980s) 

o Certain sectors of the economy are left to private ownership and free market mechanisms while 

other sectors have significant state ownership and government planning 

o Market economy and command economy  

 

Legal System 

• Rules that regulate behavior along with the processes by which the laws are enforced and through which 

redress for grievance is obtained 

• Legal system in business is important 

o Define how business transactions are executed 

o Identify the rights and obligations of parties involved in business transactions 

 

• 3 legal system 

o Common law 

 Based on tradition, precedent 

o Civil law 
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 Based on very detailed set of laws organized into codes 

o Theocratic law 

 Based on religious teachings 

 

• Property rights and Corruption 

o Property is a resource that an individual or business owns 

 Land, building, equipment, capital, mineral rights, business 

o Intellectual property 

 Computer software, screen play, chemical formula 

 

Managing International Complexity 

- Political, economic, and legal systems of a country raise important ethical issues that have implications 

for international business 

- Being equal, more attractive countries have democratic political institutions, market-based economies, 

and strong legal system that protect property rights and limit corruption 

 

 

Sharing Economies 

- Uber, Airbnb 

- The currency of the new economy is TRUST 

- Extended to the entire world – potential for consumers 

- Regulations may be stifling growth – will policy makers evolve? 

 

 

Chapter 4 

 

Culture 

- Understanding and adapting to the local culture is important international companies 

 

Cross-cultural literacy 

- Ability to understanding of how cultural differences across and within nations can affect the way in 

which business is practiced 

Culture 

- A system of values and norms that are shared among a group of people and that when taken together 

constitute a design for living 

- Supported by political and religious belief  

- When taken together constitute a design for living  

Values 

- Abstract ideas of what is believed to be good, right and desirable 

- Shared assumptions about how things ought to be 

Norms 

- Social rules and guidelines that prescribe appropriate behavior 

- Folkways  

o The routine conventions of everyday life 

- Mores 

o Norms that are more widely observed, have greater moral significance than other norms, are 

central to the functioning of a society and to its social life 

Social structure 

- Its basic social organization 

o Individual – Group 

o Stratification dimension 

Society 
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- A group of people sharing a common set of values and norms 

 

Determines of Culture 

- Religions 

- Political philosophy 

- Economic philosophy 

- Education 

- Language 

- Social structure 

 

 Western societies Asian societies 

 Individual  

• Individual 

achievement 

• High level of 

entrepreneurship 

• Lack loyalty 

• competition 

Groups 

• discourages job 

switching 

• cooperation in solving 

business problems 

• may suppress 

individual creativity 

and imitative 

• collective  

Social strata-social hierarchy Class system 

- position a person has 

at birth can be 

changed 

Caste system 

- social position is 

determined by the 

family  

Group (social life is group life) 

- two or more individuals who have a shared sense of identity and who interact with each other in 

structured ways on the basis of a common set of expectations about each other’s behavior 

Individual  

- the way people perceive themselves and relate to each other in social and business settings 

 

Class System 

- Class-conscious societies 

o Low social mobility and high degree of stratification 

- Less class-conscious societies 

o High social mobility and a low degree of stratification 

 

Religion  

- a system of shared beliefs and rituals that are concerned with the realm of the sacred 

- relationship among religion, ethics and society is subtle and complex 

- Christianity 

o Protestantism and modern capitalism 

- Islam 

o Religion is paramount in life, prayer rituals, dress requirement 

- Hinduism 

o Judged based on spiritual achievements 

- Buddhism 

o Less emphasis on entrepreneurial behavior 

- Confucianism 

o Influencing behavior and culture in many parts of Asia 

Ethical system 

- Refers to a set of moral principles, or values, that are used to guide and shape behavior 
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Language (one defining characteristic of a culture) 

- The spoken and the unspoken means of communication 

- Defining characteristics of a culture 

- directs the attention of a society to specific components of the world and structures how people perceive 

them 

 

Unspoken Language (nonverbal communication) 

- Personal space (5-8 feet in U.S), (3-5 feet in Latin America) 

 

Silent Language 

Language of time 

- Form of communication 

- USA – utilization of time is a sign of urgency 

- Japan – leverage urgency “You Americans have one terrible weakness. If we make you wait long 

enough, you will agree to anything” 

 

Language of space 

- Office placement, personal space 

- Middle East and Latin American – over crowding 

 

Language of things 

- Materialism 

- English (UK) – dependability and respectability  

- Common practice in the US to buy loyalties with high salaries which doesn’t equate globally 

 

Language of friendship 

- US – quick to form friendship and acquaintance 

- Latin American and Middle East – friends sense your feelings 

 

Culture and the workplace – Hofstede’s dimensions 

 

1. Power distance 

a. How a society deals with the fact that people are unequal in physical and intellectual capabilities 

 

2. Individualism versus Collectivism  

a. Focused on the relationship between the individual and his/her fellows 

b. Individualistic 

i. Ties between individuals were loose 

ii. Achievement and freedom were highly valued 

c. Collectivism 

i. Ties between individuals were tight 

ii. Extended families, everyone was supposed to look after the interest of his or her 

collective 

 

3. Uncertainty avoidance 

a. The extent to which different culture socialize their members into accepting ambiguous 

situations and tolerating ambiguity  

b. A premium on job security, career patterns, retirement benefits 

c. Strong need for rules and regulations 

d. Willingness to switch job  
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4. Masculinity versus femininity 

a. Looked at the relationship between gender and work roles 

b. Masculine 

i. Sex roles were sharply differentiated, achievement and the effective exercise of power 

c. Feminine 

i. Sex roles were less sharply distinguished, litter differentiation was made between men 

and women in the same job 

 

5. Chinese Value Survey (CVS) 

a. Long-term orientation 

i. Accept delayed gratification on their material, social, and emotional needs 

ii. Attitude toward time, persistence, ordering by status 

iii. Long-term relationship in a company 

 

Indulgence 

- To how society suppresses gratification of needs and regulates by means of strict social norms – 

enjoying life, having fun  

 

Culture change and evolve 

- Culture evolves over time 

- Changes in value system can be slow and painful for a society 

- Globalization also brings cultural changes 

- Convergence hypothesis 

o Cultures move toward universally accepted values and norms 

 

Social Turmoil 

- An inevitable outcome of cultural change 

- As countries become economical stronger, cultural change is particularly common 

- Economic progress encourages a shift from collectivism to individualism  

 

CQ – Cultural intelligence 

- The ability to cross boundaries and thrive in multiple cultures 

- The ability to cross borders between and boundaries between different cultures and thrive 

- Leaders  

o Will have the ability to cross boundaries 

o Recognize their core values (inflexible) and their flex values 

o Have a deep interest in other human beings 

o Understand their personal culture 

 

Collectivist attitude found in Japanese business culture 

- Cooperation within the group is driven by the need to improve group performance 

- There is strong incentive for individuals to work together for the common good 

- Workers tend to remain at the same company for a long time – or lifetime 

 

Vietnam video 

- climate is different to US 

o highest 84 F 

o humid 

- natural disasters 

o flood 

- transportation 

o motorcycle, scooter 
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