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PREFACE TO THE
THIRD EDITION

rnational Business Environment, whic'h
tional sweep and multidiscipli-
, these guiding principles -

The first edition of this book, entitled The Inte
was published in 2002, was pioneering in its interna

i ly a decade later
nary approach. Looking back now, near ‘ ‘ 1
ng value.

rare in business studies texts at the time — have demonstrated their enduring

This third edition reaffirms the relevance of this approach, in opening up new.fron-

tiers, both geographically and in terms of outlook. Globalization, a therr}e of tllus text

from the outset, has remained pivotal in understanding and grapphng'Wlth the'

changing business environment. A new title, The Global Business Enwr?nmenf-

Meeting the Challenges, reflects both the expanding geographic scope of interna-

tional business and the emergence of global issues, such as climate char.1ge and
social responsibility, which are central to the challenges facing tomorrow's interna-
tional managers.

New challenges can be daunting but can also bring excitement and rewards. The
successful enterprise rests on skills, vision and resources, to be sure, but it also
increasingly depends on knowledge and understanding of factors such as interna-
tional consumer markets, political currents, financial systems and differing national
cultures. Recent events, such as the global financial crisis, have shown that under-
standing these seemingly more mundane aspects of business is as crucial to busi-
ness success as having a great idea or product. As in previous editions, 1 have
attempted to present the basic business concepts clearly and logically for students,
bearing in mind that many readers will have little or no background in business
studies. Also in keeping with the aims of previous editions, I have highlighted
changes and trends in societies which, while difficult to capture in quantitative
terms, shape events and perceptions of the world, for businesses, governments and

individuals alike.

New case studies and new features, such as Meet the CEO, which gives an insid-
er's view of an enterprise, engage the reader in the real world of business. In writing
the Meet the CEO features, I have attempted to convey both the joys and disappoint-
ments of the international business rollercoaster. In addition, new critical themes
enable t'he reader to. cast a critical eye over unfolding events, government policies

. g this book accessible and valuable for
students on both undergraduate and postgraduate courses. I am pleased that students
?;C:r:acttil;:; Sltrlll ;ie\rflvtlsd; arjzc_gsuc:dc;untnes have found this book helpful, and that

e text easy to read. This new edition has been

written with this wide readership in mi i
nd. I hope that it will again i i
relevant and enjoyable for readers. e prove stmulaing

Janet Morrison

Scanned by CamScanner




Critical themes

NTRODUCTION

in 2002, was forward-looking in its internationa]
of international business around the world, botn,
Since then, international interactions among countries
ond what most people would have thought
dition of this book continues in the spirit of earlier editions,
stressing an undertying international approach, and éiming to acquaint. readers with
ds now shaping the global environment. These aims, for both
student, have become more challenging as the years have passed. New
onal scene virtually every day, including companies,
countries, international organizations and individual people — each of whom is
capable of making a difference in the way business is conceived and carried on. New
complexities can be exciting, but can also be daunting to take on board. Why and how
does the Chinese entrepreneur now find the funding he needs from an American
investment fund? This and many other intriguing aspects of the current international
environment are explained and explored in this new edition. New, more highly
focused, themes are introduced, and new features are presented which capture both
the changing environment and the challenges it poses for international managers.

on of this boOK,

irst editi .
The fir® p vistas

aiming to openu

ally and culturally.
ns have multiplied bey

approach,

geographic
and organizatio
possible. The third e

the themes and tren

author and
players come on the internatl

T " .
rf-} last edition of this book revolved around two major themes. The first was globali
zation, e ' ' i . _
on < ncci:or;passmg deeper integration among businesses governments and soci
. And the s i i ' _
o Thf;(;znti was diversity - among societies, peoples, regions and
; emes remain relevant ’

» and much of the di ion i

iscussion in the

particular themes in context

There are ej
ht cyiss
gnt critical themes, each explained brief]
rieily below:

al, le ent - pj
s + 1€ga], mens
hi Soarate Chapter jg Semomnic, Cultura, t 'Ons of the business environment
9hlighteg Within devoteq tq S o 't ;Chnologmal financial and ecological
es

Scanned by CamScanner



introduction  Xix

.

Role of the state - States are now playing more active roles in business a'nd
society contexts than ever before, in both the developed world and devele.pmg1
countries. In some countries, this represents a radical departure frfarn tradltllo;\?‘:\
views of what governments should be doing. Their impacts, both direct and Indi-
rect, are highlighted throughout the book.

; i i the large
Emerging economies - Why single out emerging economies Wh_erl tior?al
; i in interna
western economies and Japan have been influential for longer in i
s 1 i i SSla;
business? Emerging economies, notably the Bric economies (Brazil, Ru

in the
and China) are catching up fast, and are now the greatest source of growth‘ in
wing in confidence

eties are the fastest-

global economy. Their companies and governments are gro
and economic power in international business, and their socCl
growing markets for consumer products.

« Changing societies — This theme echoes that of diversity among societies (_)f
earlier editions. However, we widen the focus to taken in changes taking place in
developing countries, often due to globalization processes.

« Globalization of industries — Globalization remains a dominant theme, hi'gh-
lighted here by industries driven by global production networks. Many are high-
lighted specifically in the new feature, 'Exploring the global business environment.

» International risks — Events in recent years have demonstrated the risks in
globalized business activities across a range of sectors. Finance is perhaps the
most prominent, as the 2008 global financial crisis alerted businesses and govern-
ments to the risks of volatility in globalized markets. But there are others, such as
food and commuodities, which will also come under the spotlight in the chapters.

« Corporate social responsibility (CSR) and sustainability — These topics are
typically dealt with in separate chapters of business environment texts, and this
book is no exception. However, these themes are now seen as core in business
strategy, particularly in interactions with consumers and employees worldwide.
Hence, these themes are introduced in Chapter 1, and run through the entire text.

There is a grid at the end of this introduction, showing which themes feature most
prominently in which chapters.

These eight themes are intended to promote critical thinking, prompted in part by
the ‘Critical thinking’ questions which appear at intervals. They also serve to high-
light recurring issues which confront international managers. The eight themes are
not to be seen in isolation. In this text, as in real business situations, they are likely to
appear in clusters, in which interrelationships will be flluminating. Critical thinking
features and case studies will often involve considering cross-cutting themes. Here
are two examples: sustainability in an emerging economy such as Brazil (case study

in Chapter 11); and the risk of state intervention, as Google experienced in China
(case study in Chapter 8).

Plan of the book

The book has been reorganized since the last edition, to bring globalization more into
focus at the heart of the enterprise. Globalization now features in Part 1, highlightin
impacts 9n the enterprise in the global environment. Economies ancél markets arz
g::x;;:: ;ral zj: secj:\ond part. The-dimensions of the environment, formerly Part 2, have
1 3. And Part 4, as in the last edition, focuses on global issues, and these
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p xx Introduction |
» the qlobal financial crisis, ecology and climate §
nclude the = a brief summary of the foy,

have been expanded to 1 nd CSR. The following 18 f each chapt

' issues of ethics ' tent of each chapter.
i i ‘55‘:;"; yverall focus of the part and the con
{icating the oVl

parts, inc

part 1: The business inthegd
pters in this part. Chapte

lobal environment
r 1 provides an introduction to the buys;.
y concepts and organizational features. Th'e chaptey
: ; he business environment and the multiple layerg
introduces the key dl‘nlCHSTO’ businesses operate. The chapter shows that interng|
ent in \vlncllmllsomomte L R e s e
oxternal environment, whether at local or global level.. ClTaptfr 2 pursues these
themes in a context of globalization. It stresses that globallzan?n is not one bu.t many
processes, which proceed at differing paces in different business sectors, 'd1ff<'erem
countries and different dimensions of the environment. The chapter highlights
for businesses, pointing to the ways in

globalization as both a reality and a challenge
- e meeting the challenges of new markets.

There are two cha
anization, outlining ke

ness org
s of t

of the environm
aspects of the pusiness, such

which multinational companies ar

Part 2: Economies and markets

This part centres on the competitive environments in which businesses operate,

including national, regional and global. Chapter 3 introduces national economies

and economic systems. Understanding global forces depends crucially on grasping

how national economies function, along with the ways in which decision-makers
form policies. Global economic integration is proceeding apace, but there remains
huge diversity among national economic systems. Chapter 4 takes us more broadly
into the international environment, looking at the ways in which competitive forces,
many. of them from emerging economies, are shaping the competitive landscape. We
.examme the nature and patterns of international trade from a range of perspectives

.mcluding nation-states and business organizations. Chapter 5 pursues MNE strate ;
t1;1 gn?aterlr1 de;ail, looking first at the broader issues of strategy formation inctudirgg

eories highlighting both intern ‘

conceived in the international coiltei:dloz)lc(t;r: aéllt f:;::&en(io?porate 'Strat'egy‘ ¢
strategies in terms of the firm's long-term goals. ’ i

Part 3: Societies in the global environment
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legal environment. Here we look first at national legal systerms and their differing
approaches to civil and criminal law. For international business, legal risks arise in
numerous types of activity, including forming joint ventures, making contracts with
suppliers and customers, and employing people in different countries. Legal systems,
like other dimensions of the environment considered in this part of the book, are
changing. Some of those changes mark a greater awareness of cross-border legal
issues and the need for global co-ordination.

Part 4: Global issues and business

This part focuses on areas of the business environment in which global issues and
risks are the major features. In Chapter 9, we explore global financial markets, a
sphere of business activity which has seen rapid growth associated with globaliza-
tion, but which has also seen increased risks. Following a number of financial crises,
regulatory changes at both national and international level aim to create a more
stable global environment. Chapter 10 also examines the impact of globalization, this
time in the changing technological environment. Innovation has long been recog-
nized as a key to competitiveness, and with more and more countries building
greater innovation capacity, the scope for innovative technology now encompasses
a wide range of countries, notably the large emerging economies.

In Chapter 11, we take an overview of the impacts of industrialization and globali-
zation in terms of the natural environment. Paramount among these impacts is
climate change, a global issue, but one which can have devastating effects in local
environments, especially severe in the poorest and most vulnerable countries.
Although many governments have been slow to take up the challenges, business
initiatives abound, pointing the way with sustainable business strategies. These lead
naturally to the topics of Chapter 12, ethics and corporate social responsibility. Multi-
national companies are becoming increasingly involved in the communities and
countries in which they operate. The challenges facing today's firms, whether in
developed or developing countries, involve multiple stakeholders and issues of social
responsibility. In Chapter 13, the last chapter, we take an overview of the critical
themes, highlighting how they are intertwined in the preceding chapters. We also
take the opportunity to look forward at how some of the forces featured in the critical

themes are changing.

Chapter features

This book is designed to present the content in a logical and easily accessible manner.
Although ideally a reader would begin with Chapter 1 and read each successive
chapter in order, the book has been designed so that any chapter can be read inde-
pendently, and the reader is guided by references to earlier relevant material, such as
definitions of key concepts. Chapter features are outlined below, divided between

those at the beginning of the chapter, those in the body of the text, and those at the
end of each chapter.

At the beginning of each chapter ...
* An Outline of the sections in the chapter.

* The Learning objectives of the chapter clari

fy particular out i
reader can expect. comes Wthh the
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Introduction

or's Critical themes follow, showing how each theme is jljyq.

A list of the chapt
trated in the text.

scene for the chapter, raising issues which wy

. An Opening case study sets the Ip—— ;
arise in the text. This case study usually features @ COmItJ' Ys f ;élses 1§Sues o
corporate strategy in the changing environment. Questions for discussion ang
references for further exploration are given.

In the body of the chapter ...

pear in the margins alongside

nd definitions ap
o introduced (this is a new feature). These

are defined in the text, @
ernational institutions. (They also

aich they ar
les and major int

d of the book.)

« Key words
the relevant section in wl

include concepts, princip
feature in a glossary atthe en
parentheses in th

f the book
en at the end of each case study.

e text, for example (Tellis, 2009). The

References are given in
lists all references in the main text

References section at the end O

References within case studies are giv:
d of each major section. These consoli-

Summary points boxes appear at the en

date the main points, and can beused asa
_ These refer to further information available on

ration. Most refer to companies

n aid to revision.

Web references in More online .
the internet, relating to the topic under conside

which illustrate the point being discussed.

Exploring the global business environment — This is a new case study feature
'I"hls.case study focuses on an industry, country or group of countries high.
lighting challenges in the global environment. Questions for discussicI)n and

references are given.

Meet th - IS i

" Om; CI-:Oh zms is a new case study feature. Here, there is an opportunity t

ow the CEO of a real compan i o e
y sees his/her job i

ahead. from ' . job and views the ch

. a personal point of view. The CEOs are from lar g
es, and from a number of different countries 9s Endsmalcompar

e Critical thinkin
St eves vorfel m?,j?:)i;s appear throughout the chapter. They raise questi
forther implications Thee reader to .examine the topic critically, of?e - énd
) se boxes highlight the critical themes i I n exploring
n each chapter.

At the end of the chapter .

* Conclusions -
Each chap i
apter ends with a list of conclusi w
lons, which are dra
wn
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Introduction  xxiii

* Closing case study - This is a new feature. This case study focuses on .a
company, raising issues that have featured in the chapter, and posing strategic
questions for the firm, Questions for discussion and references for further explo-
ration are provided.

Other learning aids

Other learning aids are listed below:
* Grid of critical themes - This grid, which is at the end of this introduction, shows
which critical themes are featured in each chapter.

* Case study grid - Also at the end of this introduction, this is a guide to the content
of the many case studies in the book, making it easy to see at-a-glance the
geographical focus, industry, and critical themes of each case study.

Features at the end of the book

e Maps section — Identifying and understanding the geographical location of coun-
tries and regions might seem incidental, but is immensely useful in under-
standing the substantive issues discussed in the text.

* Glossary of key words - This contains all the key words highlighted in bold in
the text.

e References - This section provides details of the references cited in the text, listed
alphabetically by author or organization.

¢ Index - This is divided into three sections: Organizations, People and Subjects.

The global business environment is constantly changing, and along with it the
individuals, firms and countries that shape events and pose future challenges. This
book deliberately focuses on corporate and national actors that are at the forefront of
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B rging economies o’ !’!ll II_

rough introduction to the
business envir -
axamples. It will be valuable
itioners and students
sockrill, University of

jition of Janet Morrison's

an v' [n";_,

vent courses, and | very much

| look forward to using it with my next
cohort of students.’ — johan Lindeque,

Queen’s University, Belfast, UK

This is an excellent book providing both
-stu'dents and practitioners with clear
msnghts into the global business
environment. Building successfully on
the author’s previous work it develops
a numbers of critical themes which are
!llustrated by highly relevant and
Interesting case studies,. The material
is I?rpught alive by the author's clear
Writing style.’ - Niicholas Perdiki
Aberystwyth University, Uk .

m How are the eme
i1 envimnment?

o %vs;’::mpact has the global ﬂnancla \l

- o ¢ [eaders in the ag€ of the multinational enterprise %

a How should busines S ethical respons ibilities?

approach their social an

[ crisis had on the way businesses ‘?

ther challenges head
tackles these and many © .
it bm“:“nlat:l:ta?.?ca:rough introduction to the busineEs: ;:;/;r;r;:,:m
il r‘sl lobal perspectlve, The Global Busir.1ess i
b :llrl‘;?:uer{egd to know about the rapidly changing context in which
covers
businesses operate.

Features throughout the book are designed to'helP YO':'lea'"' revise and
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a Critical thinking: Recurring themes and critical thinking boxes in

every chapter encourage debate on key issues from the glol?alization
of industries to environmental sustainability, developing skills that
will take you far beyond your business degree

o learn about some of the most
he world, from the CEO of multinational

Enriched by Janet Morrison’s characteristically clear, authoritative writing
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also the author of International Business, published by Palgrave Macmillan

At www.palgrave.com/business/ morrisongbe3,
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included in the book.
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