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CHAPTER SIX
International Management
6.1   Importance of International Management
Globalization is a worldwide phenomenon whereby the countries of the world are becoming more interconnected and where trade barriers among nations are disappearing. Several factors are facilitating globalization, and companies that want to succeed in this environment must understand the key factors that are making the business world more globally connected. 
A. Globalization Factor One: Lowering Trade Barriers
The lowering of trade barriers through trade agreements seeks to eliminate cross-border barriers such as tariffs to promote global integration. 
B. Globalization Factor Two: Foreign Direct investment
· Foreign Direct Investment (FDI) refers to efforts of a country or company to invest in another country through the form of ownership positions in companies in another country. 
· Emerging market multinationals are influential companies from emerging markets that compete head-on with established multinationals and rewrite the rules of competition by using new business models.
C. Globalization Factor Three: The Internet
As a result of the Internet, any company in the world can sell its products to anyone in the world. In fact, the developments in information technology and the reduction in costs of technological equipment mean that any multinational firm can reach anyone in the world. Social media, such as Twitter and Facebook, also provide a means for multinationals to build relationships with customers worldwide.
6.2      Hofstede’s Cultural Framework 
· Immigration, the movement of people from their home country to other countries, continues to grow worldwide, and will contribute to making companies’ workforces increasingly diverse. 
· An expatriate is a foreign employee who moves to and works in another country for an extended period of time. 
· Culture is “the collective programming of the mind which distinguishes the member of one group or category of people from another.” 
· Hofstede’s model of national culture is useful because it provides important information about differences between and among between countries and how to manage such differences. 

A. Cultural Dimension One: Power Distance

Power distance is the degree to which members of a society accept differences in power and authority. In societies with high power distance, people are more likely to accept that power inequality is good and acceptable. In contrast, societies with low power distance tend to consider that all members are equal.
B. Cultural Dimension Two: Individualism and Collectivism
Individualism refers to the degree to which a society focuses on the relationship of the individual to the group. Collectivism refers to the degree to which a society focuses on the relationship of the group as a whole.
C. Cultural Dimension Three: Uncertainty Avoidance
Uncertainty avoidance refers to the degree to which people in a society are comfortable with risk, uncertainty, and unpredictable situations. People in high uncertainty avoidance societies tend to want to avoid uncertainty and unpredictability.
D. Masculinity
According to Hofstede, masculinity is the degree to which a society emphasizes traditional masculine qualities such as advancement and earnings. In high masculinity societies, work tends to be very important to people, gender roles are clear, and work takes priority over other aspects of a person’s life, such as family and leisure.
6.3    The GLOBE Framework
The Global Leadership and Organizational Behavior Effectiveness (GLOBE) project also provides managers with a lens through which they can better understand how to perform well in an international environment. 
While the Hofstede framework was developed in the 1960s, the GLOBE project developed in the 1990s is a more recent attempt to understand cultural dimensions. 
The GLOBE framework considers six leadership profiles

· charismatic type (degree to which the leader can inspire and motivate others)

· team oriented (degree to which the leader can foster a high functioning team),

· participative type (degree to which leaders involve others in decision-making)

· humane-oriented type (degree to which the leader shows compassion and generosity)

· autonomous (degree to which the leader reflects independent and individualistic leadership)

· self-protective (degree to which the leader is self-centered and uses a face-saving approach)

6.4     Cultural Stereotyping and Social Institutions 
A cultural paradox exists where the insights from an understanding of culture may not necessarily coincide with reality. 
Cultural stereotyping occurs when one assumes that all people within a culture act, think, and behave the same way. While national cultures can provide a lens to gain insights into a country, broad generalizations may not necessarily be helpful.
Social stratification refers to the degree to which “social benefits are unequally distributed and those patterns . . . are perpetuated for life.”
How does this related to Hofstede’s power distance?
Because the level of social stratification in a country impacts how work elements are perceived, it is important for managers to understand a country’s level of social stratification.

6.5 Cross-Cultural Assignments 
Cultural intelligence refers to “individuals’ capabilities to function and manage effectively in culturally diverse settings.” The culturally intelligent manager is someone who can operate without difficulty in cross-national settings.
How can a manager improve employees’ cultural intelligence? 

A. Cross-Cultural Training through Education and Personal Experience: Low and High Rigor
You can acquire cultural intelligence by taking classes in global management. Research has shown that taking cross-cultural management courses can enhance cultural intelligence.
B. When Should Cross-Training Occur
Some multinationals offer predeparture cross-cultural training, which provides individuals with learning opportunities prior to their departure. 
C. Adapting Training to the Culture
A final issue is that training should not focus only on identifying and teaching about differences. 
6.6   Strategies for Expanding Globally
Any company involved in business needs to understand the global business environment and how it can play a role in this environment. Companies can choose to pursue one of three main strategies: a global strategy, a regional strategy, or a local strategy.
Companies pursue one of the following strategies. 
Global Strategy
A global strategy is based on the assumption that the world is interconnected and that patterns of consumption and production are fairly homogeneous worldwide. 

Regional Strategy
A regional strategy is one in which the company decides that it makes sense to organize its functional activities, such as marketing, finance, etc., around geographical regions that play a critical role in terms of sales. This approach allows a company to customize by region. 
Local Strategy
As its name implies, a company using a local strategy adapts its products to meet the needs of the local market. This approach is often essential for functional areas such as marketing; since people across cultures have different purchasing and usage habits.
Name a company that falls into each.

Global Strategy: _______________________

Regional Strategy: _____________________

Local Strategy: ________________________
6.7 Necessity of Global Markets 

Companies choose from among several methods to go international. Each method for entering international markets has its advantages and disadvantages, and it is up to the international management team to figure out which is most suitable for its company and for the countries in which it operates.
Reasons for Internalization
Trade Facilitation. Relying on a domestic market can be limiting for a company. Because of the many factors enhancing globalization, companies of all sizes and types want to take advantage of global markets to expand and achieve sustainable competitive advantage. 

Growth Opportunities. Another critical factor that supports internationalization is that emerging markets such as China, India, Brazil, and Malaysia will continue to grow and present companies with tremendous opportunities.

How to Go International 1: Exporting
The most basic and cost-effective approach to go international is exporting, whereby a company sends its product to an international market and fills the order just as it fills a domestic order.

· Exporting does not give much control to the company in terms of how the product is presented in the international market
· Licensing is a contractual agreement whereby, in exchange for a royalty or fee, a company gives the right to another company to use a trademark, know-how, or other proprietary technology. 
· With international franchising, a company licenses the complete business model. The business model usually includes trademarks, business organization structures, technologies and know-how, and training. 
How to Go International 2: Strategic Alliances
International strategic alliances occur when two or more companies from different countries enter into an agreement to conduct joint business activities. Strategic alliances are often a preferred means of entry in emerging markets because they make it easier to do business in the country. 

How to Go International 3: Foreign Direct Investment
Foreign direct investment (FDI) occurs when a company invests in another country by constructing facilities and buildings in that country. FDI can also occur through mergers and acquisitions, whereby a multinational company fully acquires a company in another country. 
The Incremental path to Internalization: The Upsalla Model
Some companies can start small (say, with exporting) and eventually have FDI activities in some countries. One of the most popular ways to understand this development path of internationalization is the Uppsala model, which argues that “as firms learn more about a specific market, they become more committed by investing more resources into that market.”
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