


International Business
A Managerial Perspective

NINTH EDITION

GLOBAL EDITION

Ricky W. Griffin
Texas A&M University

Michael W. Pustay
Texas A&M University

Harlow, England • London • New York • Boston • San Francisco • Toronto • Sydney • Dubai • Singapore • Hong Kong 
Tokyo • Seoul • Taipei • New Delhi • Cape Town • São Paulo • Mexico City • Madrid • Amsterdam • Munich • Paris • Milan



Vice President, Business, Economics, and UK 
Courseware: Donna Battista

Director of Portfolio Management: Stephanie Wall
Senior Sponsoring Editor: Neeraj Bhalla
Editorial Assistant: Linda Albelli
Acquisitions Editor, Global Edition: Ishita Sinha
Project Editor, Global Edition: Paromita Banerjee
Assistant Project Editor, Global Edition: Aditi Chatterjee
Vice President, Product Marketing: Roxanne McCarley
Senior Product Marketer: Carlie Marvel
Product Marketing Assistant: Marianela Silvestri
Manager of Field Marketing, Business Publishing: 
Adam Goldstein
Field Marketing Manager: Nicole Price
Vice President, Production and Digital Studio, Arts 
and Business: Etain O’Dea
Director, Production and Digital Studio, Business and 
Economics: Ashley Santora
Managing Producer, Business: Melissa Feimer
Senior Content Producer: Sugandh Juneja

Content Producer: Shweta Jain
Content Producer, Global Edition: Sonam Arora
Operations Specialist: Carol Melville
Manufacturing Controller, Global Edition: Angela 
Hawksbee
Design Lead: Kathryn Foot
Manager, Learning Tools: Brian Surette
Learning Tools Strategist: Michael Trinchetto
Managing Producer, Digital Studio and GLP: James 
Bateman
Managing Producer, Digital Studio: Diane Lombardo
Digital Studio Producer: Regina DaSilva
Digital Studio Producer: Alana Coles
Manager, Media Production, Global Edition: Vikram 
Kumar
Managing Editor, Global Edition: Gargi Banerjee
Full Service Project Management: Seetha Perumal, 
SPi Global
Cover Design: Lumina Datamatics
Cover Art: Pasuwan/Shutterstock

Microsoft and/or its respective suppliers make no representations about the suitability of the information contained in the 
documents and related graphics published as part of the services for any purpose. All such documents and related graphics 
are provided “as is” without warranty of any kind. Microsoft and/or its respective suppliers hereby disclaim all warranties and 
conditions with regard to this information, including all warranties and conditions of merchantability, whether express, implied  
or statutory, fitness for a particular purpose, title and non-infringement. In no event shall Microsoft and/or its respective suppliers 
be liable for any special, indirect, or consequential damages or any damages whatsoever resulting from loss of use, data, or profits, 
whether in an action of contract, negligence, or other tortious action, arising out of or in connection with the use or performance  
of information available from the services.

The documents and related graphics contained herein could include technical inaccuracies or typographical errors. Changes are 
periodically added to the information herein. Microsoft and/or its respective suppliers may make improvements and/or changes  
in the product(s) and/or the program(s) described herein at any time. Partial screen shots may be viewed in full within the software 
version specified.

Microsoft® and Windows® are registered trademarks of the Microsoft Corporation in the U.S.A. and other countries. This book is 
not sponsored or endorsed by or affiliated with the Microsoft Corporation.

Acknowledgments of third-party content appear on the appropriate page within the text.

Pearson Education Limited
KAO Two
KAO Park
Harlow
CM17 9SR
United Kingdom

and Associated Companies throughout the world

Visit us on the World Wide Web at: www.pearsonglobaleditions.com

© Pearson Education Limited, 2020

The rights of Ricky W. Griffin and Michael W. Pustay, to be identified as the authors of this work, have been asserted by them in 
accordance with the Copyright, Designs and Patents Act 1988.

Authorized adaptation from the United States edition, entitled International Business: A Managerial Perspective, 9th Edition,  
ISBN 978-0-13-489877-3 by Ricky W. Griffin and Michael W. Pustay, published by Pearson Education © 2020.

All rights reserved. No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any form or by any 
means, electronic, mechanical, photocopying, recording or otherwise, without either the prior written permission of the publisher or 
a license permitting restricted copying in the United Kingdom issued by the Copyright Licensing Agency Ltd, Saffron House, 6–10 
Kirby Street, London EC1N 8TS.

All trademarks used herein are the property of their respective owners. The use of any trademark in this text does not vest in the 
author or publisher any trademark ownership rights in such trademarks, nor does the use of such trademarks imply any affiliation 
with or endorsement of this book by such owners. For information regarding permissions, request forms, and the appropriate 
contacts within the Pearson Education Global Rights and Permissions department, please visit www.pearsoned.com/permissions.

This eBook is a standalone product and may or may not include all assets that were part of the print version. It also does not 
provide access to other Pearson digital products like MyLab and Mastering. The publisher reserves the right to remove any material 
in this eBook at any time.

British Library Cataloguing-in-Publication Data
A catalogue record for this book is available from the British Library

ISBN 10: 1-292-31373-0
ISBN 13: 978-1-292-31373-3
eBook ISBN 13: 978-1-292-31379-5

Typeset in Times LT Pro by SPi Global

A01_GRIF3733_09_GE_FM.indd   2 22/07/2019   18:26

http://www.pearsonglobaleditions.com/
www.pearsoned.com/permissions


To the memory of my father, James P. Griffin, who provided  
encouragement and guidance in ways he never imagined.

R. W. G.

To the newest members of our family,  
Quinlan, Zane, and Andrew.

M. W. P.



This page intentionally left blank



Brief Contents

Maps  19

Preface  21

Acknowledgments  28

About the Authors  29

PART 1	 The World’s Marketplaces  30
	 Chapter 1	 An Overview of International Business  30
	 Chapter 2	 Global Marketplaces and Business Centers  52
	 Chapter 3	 Legal, Technological, and Political Environments  82
	 Chapter 4	 The Role of Culture  106
	 Chapter 5	 Ethics and Social Responsibility in International Business  140

PART 2	 The International Environment  172
	 Chapter 6	 International Trade and Investment  172
	 Chapter 7	 The International Monetary System and the Balance  

of Payments  202
	 Chapter 8	 Foreign Exchange and International Financial Markets  230
	 Chapter 9	 Formulation of National Trade Policies  254
	 Chapter 10	 International Cooperation Among Nations  282

PART 3	 Managing International Business  322
	 Chapter 11	 International Strategic Management  322
	 Chapter 12	 Strategies for Analyzing and Entering Foreign Markets  348
	 Chapter 13	 International Strategic Alliances  380
	 Chapter 14	 International Organization Design and Control  404
	 Chapter 15	 Leadership and Employee Behavior in International 

Business  434

PART 4	 Managing International Business Operations  464
	 Chapter 16	 International Marketing  464
	 Chapter 17	 International Operations Management  492
	 Chapter 18	 International Financial Management  518
	 Chapter 19	 International Human Resource Management and Labor 

Relations  552

Glossary   586

Name Index   599

Company Index   602

Subject Index   606

� 5



This page intentionally left blank



Contents

Maps   19

Preface   21

Acknowledgments   28

About the Authors   29

PART 1	 The World’s Marketplaces  30

	 Chapter 1	 An Overview of International Business  30
The Business of the FIFA World Cup  31

What Is International Business?  32
■  BRINGING THE WORLD INTO FOCUS: Borders Do Matter  33

Why Study International Business?  33
International Business Activities  35

■  BRINGING THE WORLD INTO FOCUS: The Early Era of International Business  35
Exporting and Importing  36
International Investments  36
Other Forms of International Business Activity  37

The Contemporary Causes of Globalization  38
Strategic Imperatives  40
The Environmental Causes of Globalization  41
Globalization and Emerging Markets  41

■  EMERGING OPPORTUNITIES: Is Globalization Good for Us?  42

An Overview of the Contents of This Book  44
CHAPTER REVIEW  46    •    Summary  46    •    Questions for Discussion  46
•    Building Global Skills  47

■  CLOSING CASE: Demography Is Destiny  47
Endnotes  50

	 Chapter 2	 Global Marketplaces and Business Centers  52
The Northwest Passage  53

The Marketplaces of North America  54
The United States  54

■  EMERGING OPPORTUNITIES: Classifying Countries by Income Levels  56
Canada  57
Mexico  58
Central America and the Caribbean  58

■  BRINGING THE WORLD INTO FOCUS: The Canals of Commerce  58

The Marketplaces of Western Europe  59
■  BRINGING THE WORLD INTO FOCUS: The EU’s Growth Engine  61

The Marketplaces of Eastern Europe and Central Asia  62
The Marketplaces of Asia  65

Japan  65
Australia and New Zealand  65
The Four Tigers  67
China  69
India  71
Southeast Asian Countries  71

� 7



8        CONTENTS

The Marketplaces of Africa and the Middle East  71
Africa  72
Middle East  72

■  EMERGING OPPORTUNITIES: Location, Location, Location  74

The Marketplaces of South America  75
CHAPTER REVIEW  77    •    Summary  77    •    Questions for Discussion  78    •   
Building Global Skills  78

■  CLOSING CASE: Fracturing the Energy Market  79
Endnotes  81

	 Chapter 3	 Legal, Technological, and Political Environments  82
Tiny Islands, Big Trouble  83

The Legal Environment  84
■  E-WORLD: Cyber Privacy  85
Differences in Legal Systems  85

■  VENTURING ABROAD: How Important Is the Rule of Law?  88
Domestically Oriented Laws  89
Laws Directly Affecting International Business Transactions  89
Laws Directed against Foreign Firms  90
The Impacts of MNCs on Host Countries  91
Dispute Resolution in International Business  92

The Technological Environment  94
■  VENTURING ABROAD: Technology Transfer: Does China Play Fair?  95

The Political Environment  98
Political Risk  98

CHAPTER REVIEW  101    •    Summary  101    •    Questions for Discussion  101    •   
Building Global Skills  102

■  CLOSING CASE: Sour Oil, Soured Deal  102
Endnotes  104

	 Chapter 4	 The Role of Culture  106
Bollywood, Hollywood, and Nollywood  107

Characteristics of Culture  108
■  E-WORLD: The Internet, National Competitiveness, and Culture  109

Elements of Culture  109
■  BRINGING THE WORLD INTO FOCUS: Japan’s Demographic and Cultural 
Challenges  110
Social Structure  111
Language  112
Communication  116
Religion  118

■  BRINGING THE WORLD INTO FOCUS: Islamic Finance  120
Values and Attitudes  121

Seeing the Forest, Not the Trees  123
Hall’s Low-Context–High-Context Approach  123
The Cultural Cluster Approach  124
Hofstede’s Six Dimensions  126
Social Orientation  126
Power Orientation  128
Uncertainty Orientation  129
Goal Orientation  131
Time Orientation  131
Indulgence-Restraint Orientation  132



� CONTENTS        9

International Management and Cultural Differences  133
Understanding New Cultures  133

■  VENTURING ABROAD: Mcdonald’s Fits In  133
CHAPTER REVIEW  134    •    Summary  134    •    Questions for  
Discussion  135    •    Building Global Skills  135

■  CLOSING CASE: Quacking Up a Storm of Business  136
Endnotes  137

	 Chapter 5	 Ethics and Social Responsibility in International 
Business  140

A Fair Trade for Tea  141

The Nature of Ethics and Social Responsibility in  
International Business  142
Ethics in Cross-Cultural and International Contexts  145

How an Organization Treats Its Employees  145
How Employees Treat the Organization  147
How Employees and the Organization Treat Other Economic Agents  147

Managing Ethical Behavior across Borders  148
Guidelines and Codes of Ethics  148

■  VENTURING ABROAD: Paying the Price?  149
Ethics Training  149
Organizational Practices and the Corporate Culture  150

Corporate Social Responsibility in Cross-Cultural and International 
Contexts  151

The Economic Mission  151
Sustainability and the Natural Environment  151

■  PEOPLE, PLANET, AND PROFITS: Lions and Tigers and Bears, Oh My!  152
General Social Welfare  153

Managing Social Responsibility across Borders  155
Approaches to Social Responsibility  155
Managing Compliance  156

■  PEOPLE, PLANET, AND PROFITS: E-Waste  157
Informal Dimensions of Social Responsibility  158
Evaluating Social Responsibility  159

Difficulties of Managing CSR across Borders  160
The Anglo-Saxon Approach  160
The Asian Approach  160
The Continental European Approach  160

Regulating International Ethics and Social Responsibility  161
■  EMERGING OPPORTUNITIES: Conflict Diamonds  162

CHAPTER REVIEW  163    •    Summary  163    •    Questions for  
Discussion  163    •    Building Global Skills  164

■  CLOSING CASE: Rana Plaza  164
Endnotes  166

■  PART 1: CLOSING CASES: A Pipeline of Good Intentions  168
The Oil Curse  170

PART 2	 The International Environment  172

	 Chapter 6	 International Trade and Investment  172
Trade is Blossoming  173

International Trade and the World Economy  174



10        CONTENTS

Classical Country-Based Trade Theories  175
Mercantilism  176
Absolute Advantage  176
Comparative Advantage  177
Comparative Advantage with Money  178

■  BRINGING THE WORLD INTO FOCUS: The Lincoln Fallacy  179
Relative Factor Endowments  180

Modern Firm-Based Trade Theories  183
Product Life Cycle Theory  183
Country Similarity Theory  185
New Trade Theory  185
Porter’s Theory of National Competitive Advantage  187

■  VENTURING ABROAD: Birds of a Feather Flock Together  189

An Overview of International Investment  189
Types of International Investments  189

■  VENTURING ABROAD: The New Player in Global Capital Markets: Sovereign 
Wealth Funds  191
The Growth of FDI  192
FDI and the United States  192

International Investment Theories  193
Ownership Advantages  194
Internalization Theory  194
Dunning’s Eclectic Theory  194

Factors Influencing FDI  195
Supply Factors  195
Demand Factors  196
Political Factors  197

CHAPTER REVIEW  197    •    Summary  197    •    Questions for  
Discussion  198    •    Building Global Skills  198

■  CLOSING CASE: The Growing Trade in Growing Grapes  199
Endnotes  201

	 Chapter 7	 The International Monetary System and the Balance of 
Payments  202

It ain’t Necessarily so  203

History of the International Monetary System  204
The Gold Standard  204
The Collapse of the Gold Standard  205
The Bretton Woods Era  207
The End of the Bretton Woods System  210
Performance of the International Monetary System since 1971  211

■  BRINGING THE WORLD INTO FOCUS: Fixed Versus Flexible Exchange Rates  213
■  BRINGING THE WORLD INTO FOCUS: Should Bretton Woods Be Restored?  215

The BOP Accounting System  216
The Major Components of the BOP Accounting System  217

■  BRINGING THE WORLD INTO FOCUS: Ben Franklin, World Traveler  221
The U.S. BOP in 2017  222
Defining BOP Surpluses and Deficits  224

CHAPTER REVIEW  226    •    Summary  226    •    Questions for  
Discussion  226    •    Building Global Skills  227

■  CLOSING CASE: Recent U.S. BOP Performance: Is the Sky Falling?  228
Endnotes  229



� CONTENTS        11

	 Chapter 8	 Foreign Exchange and International Financial Markets  230
The Dutch Disease  231

The Economics of Foreign Exchange  232
■  BRINGING THE WORLD INTO FOCUS: A Brief Hint  234

The Structure of the Foreign-Exchange Market  235
The Role of Banks  235
Spot and Forward Markets  238
Arbitrage and the Currency Market  240

■  BRINGING THE WORLD INTO FOCUS: The Big Mac Index  242

The International Capital Market  246
Major International Banks  246

■  VENTURING ABROAD: The Carry Trade  246
The Eurocurrency Market  248
The International Bond Market  248
Global Equity Markets  249
Offshore Financial Centers  250

CHAPTER REVIEW  251    •    Summary  251    •    Questions for  
Discussion  251    •    Building Global Skills  252

■  CLOSING CASE: What Is Next for Chinese Manufacturing?  252
Endnotes  253

	 Chapter 9	 Formulation of National Trade Policies  254
Say Cheese, Please  255

Rationales for Trade Intervention  256
Industry-Level Arguments  256
National Trade Policies  260

Barriers to International Trade  263
Tariffs  263

■  VENTURING ABROAD: Toyota’s Politics Is Local  264
Nontariff Barriers  265

■  BRINGING THE WORLD INTO FOCUS: The Fight Over Rare Earths  269

Promotion of International Trade  271
Subsidies  271
Foreign Trade Zones  272

■  PEOPLE, PLANET, AND PROFITS: Cotton Subsidies and World Poverty  273
Export Financing Programs  274

Controlling Unfair Trade Practices  274
Countervailing Duties  275
Antidumping Regulations  275
Should Countries Enforce Their Unfair Trade Practice Laws?  276
Safeguards  276

CHAPTER REVIEW  277    •    Summary  277    •    Questions for  
Discussion  277    •    Building Global Skills  278

■  CLOSING CASE: Which Way for Huawei?  278
Endnotes  280

	 Chapter 10	 International Cooperation Among Nations  282
Trade and Prosperity: The Case of Mexico  283

The General Agreements on Tariffs and Trade and the World Trade 
Organization  284



12        CONTENTS

The Role of the General Agreement on Tariffs and Trade  284

■  PEOPLE, PLANET, AND PROFITS: Protecting Endangered Species  285
■  BRINGING THE WORLD INTO FOCUS: Most Nations are Favored  286
The World Trade Organization  287

Regional Economic Integration  289
Forms of Economic Integration  289
The Impact of Economic Integration on Firms  290

The European Union  291
■  BRINGING THE WORLD INTO FOCUS: How do you Unscramble  
an Omelette?  293
Governing the EU  294
The Struggle to Create a Common Market  298

■  VENTURING ABROAD: Lobbying the European Union  299
From Common Market to European Union  299

■  BRINGING THE WORLD INTO FOCUS: Rodrik’s Globalization Trilemma  303

Other Regional Trading Blocs  304
The North American Free Trade Agreement  304
Other Free Trade Agreements in the Americas  304
Trade Arrangements in the Asia-Pacific Region  307

■  BRINGING THE WORLD INTO FOCUS: One Belt, One Road  309
African Initiatives  310

CHAPTER REVIEW  311    •    Summary  311    •    Questions for  
Discussion  312    •    Building Global Skills  312

■  CLOSING CASE: The European Union’s Challenges  312
Endnotes  315

■  PART 2: CLOSING CASES: Twenty-First Century Pirates  316
Jumbo Battle over Jumbo Jets  317
Green Energy and Free Trade  318

PART 3  Managing International Business  322

	 Chapter 11	 International Strategic Management  322
Global Mickey  323

The Challenges of International Strategic Management  324
■  EMERGING OPPORTUNITIES: How Does A Japanese Firm Compete In China? . . .  
Act More American  327

Strategic Alternatives  328
■  VENTURING ABROAD: Master of the Furniture Universe  330

Components of an International Strategy  332
Distinctive Competence  332
Scope of Operations  332
Resource Deployment  333
Synergy  333

Developing International Strategies  334
Mission Statement  334
Environmental Scanning and the SWOT Analysis  334
Strategic Goals  336
Tactics  337
Control Framework  337

■  E-WORLD: Nokia: No Longer King of the Hill  338

Levels of International Strategy  339
Corporate Strategy  339
Business Strategy  341
Functional Strategies  342



� CONTENTS        13

CHAPTER REVIEW  343    •    Summary  343    •    Questions for  
Discussion  344    •    Building Global Skills  344

■  CLOSING CASE: The House of Tata  345
Endnotes  347

	 Chapter 12	 Strategies for Analyzing and Entering Foreign Markets  348
The Business of Luxury  349

Foreign Market Analysis  350
Assessing Alternative Foreign Markets  350

■  EMERGING OPPORTUNITIES: The Bottom of the Pyramid  352
Evaluating Costs, Benefits, and Risks  353

Choosing a Mode of Entry  354
Exporting to Foreign Markets  357

Forms of Exporting  359
Additional Considerations  361

■  EMERGING OPPORTUNITIES: It is Important to know Your Importance  362
Export Intermediaries  363

International Licensing  364
Basic Issues in International Licensing  366
Advantages and Disadvantages of International Licensing  367

International Franchising  368
Basic Issues in International Franchising  368
Advantages and Disadvantages of International Franchising  369

Specialized Entry Modes for International Business  370
Contract Manufacturing  370
Management Contract  370
Turnkey Project  370

■  EMERGING OPPORTUNITIES: Business Process Outsourcing  371

Foreign Direct Investment  372
The Greenfield Strategy  372
The Acquisition Strategy  373
Joint Ventures  373

CHAPTER REVIEW  374    •    Summary  374    •    Questions for  
Discussion  375    •    Building Global Skills  375

■  CLOSING CASE: Whirlpool: A Global Vortex  376
Endnotes  378

	 Chapter 13	 International Strategic Alliances  380
The Hanseatic League  381

International Corporate Cooperation  382
Benefits of Strategic Alliances  383

Ease of Market Entry  384
Shared Risk  384
Shared Knowledge and Expertise  385
Synergy and Competitive Advantage  385

Scope of Strategic Alliances  386
Comprehensive Alliances  386
Functional Alliances  386

■  VENTURING ABROAD: Sky-High Alliances: Gulf Carriers and  
the Global Airline Alliances  388

Implementation of Strategic Alliances  390
Selection of Partners  390
Form of Ownership  391

■  VENTURING ABROAD: NASA takes Google into Space  391



14        CONTENTS

■  PEOPLE, PLANET, AND PROFITS: Alliances for Good  392
Joint Management Considerations  393

Pitfalls of Strategic Alliances  395
Incompatibility of Partners  395

■  EMERGING OPPORTUNITIES: Xi’s in Charge  396
Access to Information  397
Conflicts over Distributing Earnings  397
Loss of Autonomy  397
Changing Circumstances  398

CHAPTER REVIEW  398    •    Summary  398    •    Questions for  
Discussion  399    •    Building Global Skills  399

■  CLOSING CASE: Look Before You Leap  400
Endnotes  401

	 Chapter 14	 International Organization Design and Control  404
Alshaya’s Matrix Design  405

The Nature of International Organization Design  406
Global Organization Designs  407

Global Product Design  408
Global Area Design  409
Global Functional Design  410
Global Customer Design  410
Global Matrix Design  412
Hybrid Global Designs  413

Related Issues in Global Organization Design  415
Centralization versus Decentralization  415
Role of Subsidiary Boards of Directors  415

■  BRINGING THE WORLD INTO FOCUS: Lenovo Spreads Its Global Wings  416
Coordination in the Global Organization  417

The Control Function in International Business  418
Strategic Control  418
Organizational Control  420
Operations Control  423

Managing the Control Function in International Business  423
Establishing International Control Systems  423

■  PEOPLE, PLANET, AND PROFITS: Toward Zero Waste?  424
Essential Control Techniques  426
Behavioral Aspects of International Control  428

CHAPTER REVIEW  430    •    Summary  430    •    Questions for  
Discussion  430    •    Building Global Skills  431

■  CLOSING CASE: Mining a New Organization Design  431
Endnotes  432

	 Chapter 15	 Leadership and Employee Behavior in International 
Business  434

BP’s Dirty Reputation  435

Individual Behavior in International Business  436
Personality Differences across Cultures  436
Attitudes across Cultures  439
Perception across Cultures  440
Stress across Cultures  441

■  BRINGING THE WORLD INTO FOCUS: Stressing Out in the Call Centers  441

Motivation in International Business  442



� CONTENTS        15

Needs and Values across Cultures  442
Motivational Processes across Cultures  443
Need-Based Models across Cultures  443
Process-Based Models across Cultures  444
The Reinforcement Model across Cultures  445

Leadership in International Business  445
Contemporary Leadership Theory  445
The GLOBE Leadership Project  448

Decision Making in International Business  449
Models of Decision Making  449
The Normative Model across Cultures  450
The Descriptive Model across Cultures  451

Groups and Teams in International Business  452
The Nature of Group Dynamics  452

■  VENTURING ABROAD: Mixing and Matching in a Joint Venture  452
Managing Cross-Cultural Teams  453

CHAPTER REVIEW  454    •    Summary  454    •    Questions for  
Discussion  455    •    Building Global Skills  455

■  CLOSING CASE: Leadership Issues At Toyota  455
Endnotes  457

■  PART 3: CLOSING CASES: Reinventing Nissan  459
Unilever Matches Strategy and Structure  461
The European Cereal Wars  463

PART 4  Managing International Business Operations  464

	 Chapter 16	 International Marketing  464
Conquering With Stalls  465

International Marketing Management  466
International Marketing and Business Strategies  466
The Marketing Mix  468

■  EMERGING OPPORTUNITIES: Pretty Garlic  469
Standardization versus Customization  469

Product Policy  472
Standardized Products or Customized Products?  473
Legal Forces  473
Cultural Influences  473

■  PEOPLE, PLANET, AND PROFITS: Milking Coconuts for Fun and Profit  474
Economic Factors  475
Brand Names  475

Pricing Issues and Decisions  476
Pricing Policies  476
Market Pricing  477

Promotion Issues and Decisions  479
Advertising  479

■  VENTURING ABROAD: Putting the Greek into Yogurt  480
Personal Selling  481

■  E-WORLD: ¿Qué Pasa in the Ad Agency?  482
Sales Promotion  483
Public Relations  483

Distribution Issues and Decisions  484
International Distribution  484
Channels of Distribution  485



16        CONTENTS

CHAPTER REVIEW  488    •    Summary  488    •    Questions for  
Discussion  488    •    Building Global Skills  489

■  CLOSING CASE: Novica Opens Doors Across National Boundaries  489
Endnotes  490

	 Chapter 17	 International Operations Management  492
Racing To Market  493

The Nature of International Operations Management  494
The Strategic Context of International Operations Management  495

■  PEOPLE, PLANET, AND PROFITS: Cooking up What's Good for the World  496
Complexities of International Operations Management  496

Production Management  497
Supply Chain Management and Vertical Integration  497
Location Decisions  501

■  BRINGING THE WORLD INTO FOCUS: Unileveraging Their Strengths  501
International Logistics and Materials Management  504

■  BRINGING THE WORLD INTO FOCUS: A Stitch in Time: H&M  505

International Service Operations  507
Characteristics of International Services  507
The Role of Government in International Services Trade  508
Managing Service Operations  508

Managing Productivity in International Business  509
Managing Quality in International Business  510
Managing Information in International Business  512
CHAPTER REVIEW  513    •    Summary  513    •    Questions for  
Discussion  514    •    Building Global Skills  514

■  CLOSING CASE: From Dried Fish to Folding Phones  515
Endnotes  517

	 Chapter 18	 International Financial Management  518
Singapore Airlines’ Worldwide Financial Management  519

Financial Issues in International Trade  519
Choice of Currency  520
Credit Checking  520
Method of Payment  520
Financing Trade  527

Managing Foreign Exchange Risk  528
Transaction Exposure  528
Translation Exposure  531
Economic Exposure  531

Management of Working Capital  534
Minimizing Working Capital Balances  534
Minimizing Currency Conversion Costs  535
Minimizing Foreign-Exchange Risk  536

International Capital Budgeting  537
Net Present Value  537
Internal Rate of Return  538
Payback Period  538

Sources of International Investment Capital  539
External Sources of Investment Capital  539
Internal Sources of Investment Capital  540
Strategic Use of Transfer Pricing  541
Tax Havens  543

■  EMERGING OPPORTUNITIES: Sun, Sand, and Shells  544



CHAPTER REVIEW  545    •    Summary  545    •    Questions for  
Discussion  546    •    Building Global Skills  546

■  CLOSING CASE: Tax Wars  547
Endnotes  549

	 Chapter 19	 International Human Resource Management and Labor 
Relations  552

An Emerging Voice for Workers  553

The Nature of International Human Resource Management  554
Strategic Significance of HRM  554

International Managerial Staffing Needs  556
Scope of Internationalization  556
Centralization versus Decentralization of Control  557
Staffing Philosophy  557

■  EMERGING OPPORTUNITIES: Competing with Local Headhunters  558
■  BRINGING THE WORLD INTO FOCUS: Schlumberger Profits from Geocentric 
Staffing  560

Recruitment and Selection  560
Recruitment of Managers  561
Selection of Managers  562
Expatriation and Repatriation Issues  563

Training and Development  565
Assessing Training Needs  565
Basic Training Methods and Procedures  565
Developing Younger International Managers  566

Performance Appraisal and Compensation  567
Assessing Performance in International Business  567
Determining Compensation in International Business  568

■  EMERGING OPPORTUNITIES: How about Moving to India?  571

Retention and Turnover  572
Human Resource Issues for Nonmanagerial Employees  573

■  VENTURING ABROAD: Who Gets Paid … and Who Doesn’t?  574
Recruitment and Selection  574
Training and Development  575
Compensation and Performance Appraisal  575

Labor Relations  576
Comparative Labor Relations  576
Collective Bargaining  576
Union Influence and Codetermination  577

CHAPTER REVIEW  578    •    Summary  578    •    Questions for  
Discussion  578    •    Building Global Skills  579

■  CLOSING CASE: Training for the World  579
Endnotes  580

■  Part 4: CLOSING CASES: The Aramco Advantage  582
The Power of Microfinance: The Grameen Bank  583
The Elephant Bikers  583

Glossary   586

Name Index   599

Company Index   602

Subject Index   606

� CONTENTS        17



This page intentionally left blank



Maps

	 Map 1.1	 China’s Regional Challenges  43
	 Map 2.1	 North America  55
	 Map 2.2	 Western Europe  60
	 Map 2.3	 The Former Soviet Union  63
	 Map 2.4	 Asia  66
	 Map 2.5	 Australia and New Zealand  67
	 Map 2.6	 Africa and the Middle East  73
	 Map 2.7	 The Middle East  74
	 Map 2.8	 South America  76
	 Map 3.1	 India  86
	 Map 4.1	 World Languages  113
	 Map 4.2	 Africa’s Colonial Heritage  115
	 Map 4.3	 Major World Religions  119
	 Map 4.4	 A Synthesis of Country Clusters   125
	 Map 5.1	 Social Responsibility Hot Spots  154
	 Map 5.2	 Chad Pipeline  168
	 Map 6.1	 Key Industrial Clusters in Western Europe  190
	 Map 7.1	 The British Empire in 1913  206
	 Map 8.1	 A Day of Foreign-Exchange Trading  236
	 Map 9.1	 Argentina  261
	 Map 9.2	 An Effect of the Passenger Vessel Services Act of 1886  262
	 Map 9.3	 Foreign Trade Zone on Mauritius  272
	 Map 10.1	 The European Union  293
	 Map 10.2	 Free Trade Agreements in Central and South America and the Caribbean  306
	 Map 10.3	 The ASEAN Members  308
	 Map 10.4	 Asia-Pacific Economic Cooperation Initiative (APEC)  308
	 Map 10.6	 Free Trade Agreements in Africa  310
	 Map 12.1	 Turkey: The Gateway to the Central Asian Republics and the Caucasus   356
	 Map 14.1	 A Sampling of Nestlé’s Global Holdings, Subsidiaries, and Affiliates  422
	 Map 14.2	 Kenyan Rainfall  427
	 Map 18.1	 Countertrade by Marc Rich   526
	 Map 18.2	� Changes in Currency Values Relative to the U.S. Dollar, August 2018 versus August 2013  533
	 Map 18.3	 The Cayman Islands  544
	 Map 19.1	 Global Cost of Living Survey  569

� 19



This page intentionally left blank



Preface

New To This Edition
The ninth edition features new cases, boxes, and analyses reflecting the latest challenges and 
opportunities confronting international businesses. More specifically, the following content is 
new or revised to reflect the latest global trends:

●● The pressures on multinational organizations to consider the impact of their actions on the 
natural environment and on the general welfare of society continue to increase. The context 
box, People, Planet, and Profits, addresses the challenges that international businesses 
face in promoting their triple bottom lines.

●● The international business course at most colleges and universities encompasses both the 
external environment and the internal environment of international businesses. We have 
introduced several new boxes and cases and updated others that focus on changes in the 
external environment that create opportunities and challenges for firms competing in the 
international market place. These new and updated cases and boxes include discussions of 
territorial disputes in the South China Sea, China’s One Belt, One Road initiative, technol-
ogy transfer controversies, upheavals in the world energy market as a result of fracking, the 
opening up of the fabled Northwest Passage, sustainable global sourcing, expansion of the 
Panama Canal, and growing concerns about cyber privacy.

●● New and updated profiles of the challenges and opportunities provided international firms 
as they confront and master the complexities of the international marketplace, including 
new cases and boxes featuring Gulf air carriers, Huawei, Whirlpool, Rolls-Royce, ENI, and 
McDonald’s, and updated treatments of LVMH, Alshaya, Tata, Toyota, Disney, Harley-
Davidson, Unilever, and Danone, among others.

●● New and updated analyses of the impact of globalization on competition within industries, 
including the global wine industry, the global flower industry, the coffee industry, the inter-
national cinema market, Germany’s Mittelstand, and the international airline industry.

●● New and updated cases exploring how firms address cultural, legal, and technological dif-
ferences among countries. Students gain deeper and more nuanced understandings of the 
politics, culture, and social problems of individual countries through in-depth examination 
of issues such as Russia and the rule of law, the impact on the European Union of Brexit, 
Japan and its cultural and demographic challenges, South Africa and Fairtrade, the hidden 
role of the Communist Party in Chinese businesses, China’s controversial technology 
transfer policies, Islamic finance, the GLOBE leadership project, and the growth of 
unionization activity in China.

●● New and updated examples and cases assessing the ethical and social responsibilities of 
international businesses and international businesspeople, including direct trade coffee, 
disposal of e-waste, BP and the Gulf oil spill, green energy and free trade, DuPont’s quest 
for zero waste, Maersk and pollution in Hong Kong harbor, the Chad pipeline, the Siemens 
bribery scandal, and Grameen Bank.

●● New and updated examples of international trade and investment conflicts and the chal-
lenges they present international business practitioners, including Whirlpool’s struggles to 
enter various international markets, the global taxation war, rare earths, tax shelters, jumbo 
jet subsidies, sovereign wealth funds, and trade in counterfeit goods.

●● The ninth edition also provides up-to-date coverage of the impact of how recent natural 
disasters and political upheavals have affected international business. Examples include 
the earthquake and tsunami that shattered Japan and the resultant impact on global supply 
chains, Toyota’s massive recalls and quality problems, and the political unrest that swept 
through the Middle East beginning in 2011.

●● All data and other statistical information in the book have been thoroughly updated, includ-
ing international trade statistics, exchange rates, and expatriate costs of living in various 
global business centers.

� 21
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Solving Teaching and Learning Challenges
We’ve taught International Business courses for 30 years and enjoyed every moment of the 
experience. From the instructor’s perspective, the joy and excitement of the course lies in its 
importance and dynamism. Its importance cannot be denied. The jobs, careers, and livelihoods of 
virtually every human being on the planet are affected by international commerce. For some, that 
commerce represents an opportunity; for others, a threat. Almost a third of the world’s economic 
activity is attributable to international trade, and foreign direct investment has surpassed $31 
trillion. Nor can its dynamism be denied. Think of the changes that have occurred in the years 
between the publication of the eighth edition and the ninth edition of this text: the United Kingdom 
voting to withdraw from the European Union, the United States reversing its long-term policies 
toward free trade, China’s “One Belt, One Road” initiative, Russia’s meddling in U.S. elections, 
a complete upheaval in world energy markets as a result of hydraulic fracturing, Nokia’s shifting 
from mobile market leader to dead-in-the-water (at least in Wall Street's view), and the #MeToo 
movement, to name but a few examples. We have incorporated many of these developments in 
Bringing the World into Focus and as examples in the text in this edition.

From the student’s perspective the dynamism of international business—and the sheer 
breadth of the subject matter—can be intimidating. We discuss every region of the world and 
draw on every business discipline—accounting, marketing, management, finance, supply chain 
management, MIS—and numerous liberal arts disciplines—economics, geography, anthropol-
ogy, sociology, history, international relations, political science, and the law. It’s not surprising 
that students can feel overwhelmed by the magnitude of the course. We have striven to reduce 
students’ fears of not being able to master this extensive material by providing clear, concise 
discussions of the principle concepts and challenges of international business and by offering 
numerous examples of these issues in action.

The retained content boxes that highlight coverage of current issues related to technology, 
entrepreneurship, and conducting business with a global perspective for the students are:

■ VENTURING ABROAD  Exposes 
students to the opportunities and 
challenges of conducting business 
outside their home country.

■ E-WORLD  Provides insights 
into the impact of e-commerce 
on how business is conducted 
internationally.

218    PART 2 • THE INTERNATIONAL ENVIRONMENT

The International Capital Market
Not only are international banks important in the functioning of the foreign-exchange market and 
arbitrage transactions, but they also play a critical role in financing the operations of international 
businesses, acting as both commercial bankers and investment bankers. As commercial bankers, 
they finance exports and imports, accept deposits, provide working capital loans, and offer sophis-
ticated cash management services for their clients. As investment bankers, they may underwrite 
or syndicate local, foreign, or multinational loans and broker, facilitate, or even finance mergers 
and joint ventures between foreign and domestic firms. The big international banks are continually 
developing new products to meet the needs of borrowers worldwide. Unfortunately, market par-
ticipants may not fully appreciate the risks inherent in some of these new financial instruments, 
which contributed to the depth and breadth of the Global Recession in 2007–2009.

Major International Banks
The international banking system is centered in large money market banks headquartered in the 
world’s financial centers—Asia, the United States, and the European Union. These banks are 
involved in international commerce on a global scale (see Table 8.1).

International banking takes many forms. Originally, most international banking was done 
through reciprocal correspondent relationships among banks located in different countries. A 
correspondent relationship is an agent relationship whereby one bank acts as a correspondent, 
or agent, for another bank in the first bank’s home country, and vice versa. For example, a U.S. 
bank could be the correspondent for a Danish bank in the United States, while the Danish bank 
could be the U.S. bank’s correspondent in Denmark. Services performed by correspondent banks 
include paying or collecting foreign funds, providing credit information, and honoring letters of 
credit. To facilitate these transactions, each bank maintains accounts at the other bank denomi-
nated in the local currency.

8.3. Discuss the important aspects 
of the international capital market.

VENTURING ABROAD

THE CARRY TRADE
Although covered-interest arbitrage is an important 
component of the foreign-exchange market, uncovered-

interest arbitrage—the so-called carry trade—is a growing phenom-
enon. The carry trade tries to exploit differences in the interest rates 
between countries. Because Japan’s interest rates have been among 
the lowest of the major trading nations, the yen is a favorite currency 
of the carry trade. The strategy is simple: Borrow yen at a low interest 
rate, and use the borrowed yen to buy bonds, notes, or certificates 
of deposit denominated in currencies that are paying higher interest 
rates, such as the Australian dollar or the New Zealand dollar. The 
strategy is risky: If the yen rises in value relative to the second currency, 
the carry trader can lose lots of money very quickly. Some experts have 
compared it to picking up nickels in front of a moving steamroller—
easy money, as long as nothing goes wrong. In their view, the carry 
trade is high risk, low reward.

Nonetheless, the lure of the carry trade often seduces investors 
and speculators, particularly in times of low volatility in the foreign-
exchange market. FX Concepts, a $13 billion New York–based hedge 
fund, often invests in the carry trade. A few years ago, it borrowed 
yen, paying an interest rate of less than 1 percent, and invested 
them in Australian- and New Zealand-dollar based securities yielding 
6 to 8 percent. But the carry trade has also enticed less professional 
 investors as well. Trying to escape the low interest rates offered by 
Japanese banks, tens of thousands of Japanese married women, who 
by custom manage their households’ finances, routinely trade cur-
rencies and engage in carry trade transactions using online trading 

platforms. A cottage industry of investing clubs, books, and online 
blogs has mushroomed to aid these legions of amateur currency trad-
ers. All told, private Japanese investors were estimated to account for 
30 percent of the spot trading in the yen, 5 percent of trading in the 
Australian dollar, and 4 percent in the British pound in a recent year.

Volatile currency markets are poisonous to the carry trade. For 
instance, as the problems with subprime mortgages became more 
widely known during the summer of 2007, the currency and capi-
tal markets became increasingly skittish. During one week in August 
2007, the yen rose 4 percent versus the U.S. dollar, 9 percent against 
the Australian dollar, and 11 percent relative to the New Zealand 
dollar. When the yen began to rise, many carry traders tried to cut 
their losses by buying yen to close out their open positions. The sud-
den deluge of buy orders elevated the yen’s value, worsening the 
squeeze on the carry traders. Private online Japanese currency traders 
lost an estimated $2.5 billion that month.

Sources: “Forex tips from the Far East,” Wall Street Journal, February 25, 
2011; “Japan limits Forex trades of ‘Mrs Watanabes’,” Financial Times, 
August 2, 2010, p. 13; “In Japan, currency traders stay in game,” Wall 
Street Journal, November 28, 2008; “Japanese housewives sweat in secret 
as markets reel,” New York Times, September 16, 2007 (online); “Currency 
‘carry trade’ becomes harder play amid aversion to risk,” Wall Street Journal, 
August 18, 2007, p. B1; “Japan faces scrutiny over carry trade,” Financial 
Times, August 2, 2007 (online); “Two-thirds of a problem,” Financial Times, 
July 1, 2007 (online).

PASSPORT
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E-WORLD

CYBER PRIVACY
The Internet by its very nature transcends national bound-
aries. Yet national governments have very different poli-

cies when it comes to the privacy rights of their citizens. With its 
tradition of free speech and belief in free markets, the United States 
has generally adopted a laissez-faire approach to Internet content. 
Such is not the case in Europe, where the memories of the abuses of 
the Gestapo in Nazi Germany and the territories it occupied in World 
War II are still fresh and raw.

In many ways, the European Union has been the pacesetter in 
establishing and protecting personal cyber privacy. In 2018, the EU’s 
General Data Protection Regulation (GDPR) took effect. The GDPR 
regulates the collection, storing, and usage of personal data of EU resi-
dents by both EU and non-EU companies, regardless of where the data 
activity took place. The GDPR covers personal information like names 
and addresses, photos, financial and medical records, social media 
postings—even computer IP addresses. Failure to comply may expose 
firms to fines of as much as 4 percent of their worldwide revenues.

Under the provisions of GDPR, EU residents are granted a “right of 
access”: web services are required to explain to any EU resident how 
they collect and process personal data. Companies may not process 
personal data unless there is a lawful basis for doing so, which are 
described in the regulation. The GDPR also embodies “the right of 
erasure,” in which consumers may request the deletion of personal 
data from a website. Moreover, firms suffering a data breach must 
notify the authorities within 72 hours of learning about the breach.

The European Union is also concerned about policing content 

neo-Nazi propaganda. The EU has imposed a one-hour time limit on 
the removal of such content once a law enforcement agency notifies 
the web provider.

Conversely, in the United States platforms are not legally liable  
for user content. However, major social media companies like Face-
book, Twitter, and YouTube are coming under increasing public 
pressure to monitor and delete objectionable materials and increase 
consumers’ cyber privacy due to news reports of Russian interference 
in the 2016 election, the proliferation of “fake news” on the Internet, 
the growth of “clickbait” sites, and the public backlash from the 
Cambridge Analytica scandal, in which the profiles and postings of 
87 million Facebook members were used without their knowledge to 
assist a presidential campaign. Facebook alone gets one million user 
reports of objectionable content per day. Needless to say, the lead-
ing social media companies face major challenges in complying with 
the new EU regulations and in placating the concerns of American 
consumers.

Sources: Based on “Facebook’s Lax Data Policies Led to Cambridge 
Analytica Crisis,” Wall Street Journal, March 20, 2018; “Facebook’s Identity 
Crisis Looms,” Wall Street Journal, March 20, 2018; “Facebook, Google Get 
One Hour From EU to Scrub Terror Content,” Wall Street Journal, March 1, 
2018; “Tech Giants Brace for Europe’s New Data Privacy Laws,” New York 
Times, January 28, 2018; “Data Case in U.S. Sparks Concern in Europe,” 
Wall Street Journal, January 18, 2018; “Facebook, Google Have a Tough 
New Job in Germany: Content Cop,” Wall Street Journal, January 10, 2018; 
“Europe’s privacy laws set to change how personal data is handled around 
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■ BRINGING THE WORLD INTO FOCUS   
Helps students understand the historical, 
cultural, and political contexts of inter-
national business.

 
following assumptions:

1. The output per hour of labor in France and Japan for clock radios and wine is as shown in 
Table 6.2.

2. The hourly wage rate in France is 12 euros (€).
3. The hourly wage rate in Japan is 1,000 yen (¥).
4. One euro is worth 125 yen.

THE LINCOLN FALLACY
Foreign trade policy has been debated by politicians, 
pundits, and professors for centuries. Proponents of 
free trade see little distinction between domestic trade 

and foreign trade: If the voluntary exchange of goods, services, and 
assets between two residents of the same country is to be encouraged 
because it benefits both parties to the transaction, the same logic 
should hold true for voluntary exchanges between a domestic resident 
and a foreigner. But other groups argue that government policy should 
favor domestic producers over foreign producers. In their view, foreign 
trade builds up the economies of foreign countries while weakening 
the domestic economy. Abraham Lincoln, for example, endorsed this 
position with his characteristic clarity: “I know this much. When we 

buy goods manufactured abroad, we get the goods and the foreigner 
gets the money. When we buy goods manufactured at home, we get 
both the goods and the money.”

Although Lincoln’s statements may seem like common sense to 
patriots concerned about strengthening their nation’s economy and 
promoting job opportunities for their fellow citizens, trade experts find 
his argument misleading and incomplete. Lincoln is correct in asserting 
that buying goods from foreign producers gives our money to foreign-
ers, whereas buying goods from domestic producers gives our money 
to fellow citizens. What his argument fails to consider is the resources—
the factors of production—needed to create the goods. When we buy 
goods produced domestically, domestic factors of production, such 

BRINGING THE WORLD INTO FOCUS

(Continued)
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■ EMERGING OPPORTUNITIES   
Highlights challenges and  
opportunities in emerging  
international markets.
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Oil is a key element in Middle Eastern
politics. Saudi Arabia, owner of one-
quarter of the world’s oil reserves,
has used oil revenue to strengthen
its regional power base.

●● Although many African countries have benefitted from rising commodity prices in the 
past decade, many Africans still engage in subsistence farming. A major task confront-
ing African governments is wisely using the cash generated by commodity sales to 
improve the lives of their ordinary citizens.

●● Many of the so-called petro-states, as well as some of the major Asian trading nations, 
such as China and Singapore, have constructed impressive state-controlled portfolios of 
foreign investments known as sovereign wealth funds. These sovereign wealth funds 
have grown so large that they have created significant political concerns.

For further consideration: This chapter’s closing case discusses the impact of hydraulic 
fracking on the world energy market. If you were the advisor to the government of an 
oil-rich country in Africa or the Middle East, what recommendations would you make 
as to how to respond to this technological change?

In Practice

EMERGING OPPORTUNITIES

LOCATION, LOCATION, LOCATION
Real estate agents are often quoted as saying that the 
three most important considerations in selling property 

are “location, location, and location.” Three Middle Eastern airlines 
have taken that saying to heart and are rapidly transforming them-
selves into major players in international civil aviation. The oldest and 
largest of the three, Emirates, was founded in 1985. It is headquar-
tered and owned by the sovereign wealth fund of the government 
of Dubai. Emirates flew 56 million passengers to 140 cities in 2017, 
allowing it to claim the title of the fourth largest carrier in the world. 

It is the world’s largest operator of the world’s largest commercial 
airliner, the Airbus A-380, although Boeing aircraft are also part of 
its fleet. Its home port, Dubai International Airport, is now the third 
largest airport in the world, serving 88 million passengers in 2017. The 
second of the three carriers, Qatar Airways, commenced operations in 
1994. Based at Doha’s new airport, Hamad International Airport, this 
state-owned airline operates 196 aircraft. It generated $10.8 billion 
in revenues in 2017 while serving more than 150 cities. The young-
est of the three, Etihad Airways, which began operations in 2003, is 
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■ PEOPLE, PLANET, AND PROFITS 
Offers our readers insights into 
many of the most important 
social and environmental issues 
confronting international business 
practitioners today.
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their treatment of the environment. For example, when Shell launched its most recent explora-
tion expedition into another area of the Amazon Basin, the group included a biologist to oversee 
environmental protection and an anthropologist to help the team more effectively interact with 
native tribes.19 Similarly, lumber retailers such as Home Depot and Lowe’s have teamed with the 
Forest Stewardship Council to increase their sales of wood products sourced from vendors using 
sustainable, environmentally responsible forestry practices.20 Yet companies need to do more than 
“talk the talk.” BP, for example, spent millions of pounds touting its concerns for the environment 
in a series of ads that played off its former name of British Petroleum, claiming BP meant “beyond 
petroleum” and promising innovative efforts to develop green energy sources. As Chapter 15’s 
opening case suggests, Gulf Coast shrimpers, crabbers, and motel owners and the Inupiat people 
of northern Alaska might rightly be skeptical of BP’s environmental pledges.

In 1987 the United Nation’s World Commission on Environment and Development issued a 
report titled Our Common Future. (This report is commonly referred to as the Brundtland report, 
in honor of the Commission’s chairperson, former Norwegian Prime Minister Gro Brundtland.) 
The Brundtland report emphasized the importance of sustainable development, which it defined 
as “development which meets the needs of the present without compromising the ability of future 
generations to meet their own needs.” Numerous firms, large and small, have embraced the chal-
lenge of developing sustainable business practices and policies. Starbucks, for example, pays 
its coffee suppliers a premium of 10 cents additional per pound if they implement sustainable 
agricultural practices, while Westrock Coffee partners with Rwandan farmers to utilize state-of-
the-art organic, sustainable coffee growing practices, as the chapter’s opening case discussed. 
Procter & Gamble is an industry leader in using recycled materials for containers, and many Ger-
man firms aggressively use recycled materials whenever possible. Hyatt Corporation established 
a new company to help recycle waste products from its hotels. Apple committed to powering all 
of its facilities using renewable energy, a goal it achieved in 2018.21 Conservation Corporation of 
Africa, a game lodge firm based in Johannesburg, strives to make its lodges as environmentally 
friendly as possible. (“People, Planet, and Profits” explores the role of ecotourism in promoting 
the objectives of the Brundtland report.) In many cases, implementing sustainable business prac-
tices adds to the company’s bottom line by stripping out costs through re-engineering products 
and production processes.22 Of course, much remains to be done. Companies need to develop 
economically feasible ways to reduce acid rain and global warming; to avoid depleting the ozone 
layer; and to create alternative methods of handling sewage, hazardous wastes, and ordinary gar-
bage.23 The Internet is also seen as potentially playing an important role in resource conservation 
because many e-commerce businesses and transactions reduce both energy costs and pollution.24

PEOPLE, PLANET, AND PROFITS

Mist, later made into a movie of the same name starring Sigourney 
Weaver. The mountain gorilla population is threatened by loss of habi-
tat by subsistence farmers encroaching on their territory and poachers 
who killed the animals for their skins, heads, and hands. The rise of 
ecotourism and the willingness of affluent foreigners to pay hundreds 
of dollars a day to see the animals in the wild have allowed outfitters 
to develop profitable business models that promote sustainability. One 
such effort, the creation of the Iby’lwacu Cultural Village by a safari 
outfitter, hires former poachers to serve as guides, wardens, and staff 
for trips to gorilla habitat. The project has led to a 60 percent decrease 
in poaching and a 40 percent increase in ecotourist revenues.

In Kenya, safari operators are leasing land from the local Masai tribes 
and allowing the land to revert to traditional habitat, attracting wilde-
beest, zebras, lions, and other African wildlife and a flood of foreign 
tourists eager to observe them. To ensure that the local people benefit 
from the project, the safari operators then hire the local tribespeople 
as guides and game wardens at wages higher than they would earn as 
farmers. The staff of Sandibe, a safari lodge in Botswana, helped nearby 
villagers cultivate small plots of land and then taught them how to grow 

LIONS AND TIGERS AND BEARS, OH MY!
Sick of his advisors responding, “on the one hand . . . on 
the other hand . . . ” President Harry S. Truman famously 

requested that someone should find him a one-armed economist. Tru-
man would no doubt be frustrated by the answers he would receive if 
he asked whether globalization harms or aids the world’s threatened 
and endangered wildlife. On the one hand, critical habitat has been 
destroyed, turned into farm land, or paved over to build new factories 
to serve global markets. On the other hand, global concerns about 
greenhouse gas emissions and the rise of ecotourism have induced 
nations and local citizens to protect critical habitat.

The Nature Conservancy, a leading environmental NGO, defines 
ecotourism as “Environmentally responsible travel to natural areas, 
in order to enjoy and appreciate nature . . . have low visitor impact, 
and provide for beneficially active socio-economic involvement of local 
peoples. . . . [Ecotourism provides] sustainable benefits to local com-
munities.” Successful ecotourist programs develop incentives for local 
residents, who are often desperately poor, to help protect habitat and 
the animals themselves. Consider the mountain gorillas of Rwanda, 
which were made famous by Dian Fossey and her book Gorillas in the 
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■ IN PRACTICE  This is an in-chapter feature at the end 
of each major section of every chapter. This feature con-
sists of two concise major “take-away” points from the 
preceding section and a thought-provoking question for 
further consideration.
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MAP 2.7
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Historically, Iran has been the
region’s military power, and
the Islamic Republic of Iran 
has used its oil revenue to
promote its political agenda 
throughout the region.

Civil war broke out in Syria
in 2011, threatening to
destabilize the entire region.
Over 400,000 people have
died in the conflict, and
5,000,000 Syrians have
fled to neighboring countries
to escape the violence.

Oil is a key element in Middle Eastern
politics. Saudi Arabia, owner of one-
quarter of the world’s oil reserves,
has used oil revenue to strengthen
its regional power base.

●● Although many African countries have benefitted from rising commodity prices in the 
past decade, many Africans still engage in subsistence farming. A major task confront-
ing African governments is wisely using the cash generated by commodity sales to 
improve the lives of their ordinary citizens.

●● Many of the so-called petro-states, as well as some of the major Asian trading nations, 
such as China and Singapore, have constructed impressive state-controlled portfolios of 
foreign investments known as sovereign wealth funds. These sovereign wealth funds 
have grown so large that they have created significant political concerns.

For further consideration: This chapter’s closing case discusses the impact of hydraulic 
fracking on the world energy market. If you were the advisor to the government of an 
oil-rich country in Africa or the Middle East, what recommendations would you make 
as to how to respond to this technological change?

In Practice

EMERGING OPPORTUNITIES

LOCATION, LOCATION, LOCATION
Real estate agents are often quoted as saying that the 
three most important considerations in selling property 

are “location, location, and location.” Three Middle Eastern airlines 
have taken that saying to heart and are rapidly transforming them-
selves into major players in international civil aviation. The oldest and 

It is the world’s largest operator of the world’s largest commercial 
airliner, the Airbus A-380, although Boeing aircraft are also part of 
its fleet. Its home port, Dubai International Airport, is now the third 
largest airport in the world, serving 88 million passengers in 2017. The 
second of the three carriers, Qatar Airways, commenced operations in 
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●● Market Entry Strategy Project (MESP). MESP is an interactive simulation that asks  
students to research a country as a future market for a new video game system.

Students get an opportunity 
to evaluate the potential of a 
nation as a future market for a 
new video game system, ‘The 
M-Box’. Working as part of a 
team within a group, the stu-
dents will select, research and 
analyze a country, followed 
by recommending a course 
of action to the producer 
of the M-Box, MES-Sim 
Corporation.

Applied Learning Opportunities Throughout
To improve student results, we recommend pairing the text content with MyLab Management, 
which is the teaching and learning platform that empowers you to reach every student. By combin-
ing trusted author content with digital tools and a flexible platform, MyLab personalizes the learn-
ing experience and will help your students learn and retain key course concepts while developing 
skills that future employers are seeking in their candidates. MyLab Management helps you teach 
your course, your way. Learn more at www.pearson.com/mylab/management. Some of the features 
included in this MyLab Management are:

●● Videos Exercises. Video Exercises are available for select chapter topics to help engage 
students and hold them accountable for their learning.

This is an example of a Video Exercise from Chapter 7. These engag-
ing videos explore a variety of business topics related to the theory 
students are learning in class. The following Exercise Quizzes assess 
students’ comprehension of the concepts in each video.

http://www.pearson.com/mylab/management
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●● Study Plan. Study Plan gives students personalized recommendations, practice opportuni-
ties, and learning aids to help them stay on track.

●● Homework and Test Manager.  
A powerful tool that lets you create, 
import, and manage online homework 
assignments, quizzes, and tests that are 
automatically graded.

This allows students to focus 
their study time by pinpointing 
the precise areas they need to 
review, and allowing them to use 
customized practice and learning  
aids—such as videos, eTexts, 
tutorials, and more—to help  
students stay on track.
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Our Book’s Vision 
Our vision in writing this book is to prepare students to be effective participants in the worldwide 
marketplace. That was the vision we laid out in the preface of the first edition of this book, and 
it remains so in the ninth. We noted that many of the existing textbooks are written in needlessly 
technical terms and seem to be concerned only with students who are specializing in international 
business. However, all students—even those who will never have an overseas assignment—need 
to be knowledgeable about the global economy.

That is why we feel so strongly about our vision for this book. We want students to attain 
“cultural literacy” in international business. We want them, for example, to be able to speak 
comfortably with a visiting foreign exchange student or to ask insightful questions of a visiting 
executive from a foreign-headquartered multinational corporation. For many students, this text-
book and the course that it accompanies is just the first step in a long journey to being an effective 
businessperson and an informed citizen in a globalizing world. We hope in writing this textbook 
that that first step will be made a bit easier, a bit more informed, and a bit more exciting.

Developing Employability Skills
Understanding and mastering the key concepts of international business is critical to career suc-
cess in the twenty-first century, given the growing importance of international business activities 
in the economies of the world’s countries. Equally important is acquiring the skills that employer 
surveys have identified as the ones most vital to career development and success: critical thinking, 
communication, collaboration, knowledge application and analysis, business ethics and social 
responsibility, information technology applications and computing skills, and data literacy. To 
help you simultaneously master these concepts and acquire these critical skills, we’ve included a 
variety of exercises, cases, and projects to hone your skills identified by employer surveys as vital 
for your career development and success. So, in studying, don’t ignore the wealth of materials 
we’ve included in this book to enrich your understanding of international business and to develop 
these career skills: cases, boxes, review questions, discussion questions, and building global skills 
exercises, as well as the text itself.
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Instructor Teaching Resources
Supplements available to instructors  
at www.globaleditions.com Features of the Supplement

Instructor’s Resource Manual

authored by John Capela

•  Lecture outline

•  Teaching notes

•  Chapter-by-chapter summaries

•  Solutions to all questions and problems in the book

Test Bank

authored by John Capela

2,300 multiple-choice, true/false, and short-answer questions with 
these annotations:

•  Difficulty level (1 for straight recall, 2 for some analysis, 3 for com-
plex analysis)

•  Skill

•  Learning Objective

•  AACSB learning standard (Written and Oral Communication; Ethical 
Understanding and Reasoning; Analytical Thinking; Information Tech-
nology; Interpersonal Relations and Teamwork; Diverse and Multicul-
tural Work; Reflective Thinking; Application of Knowledge)

Computerized TestGen© TestGen allows instructors to:

•  Customize, save, and generate classroom tests

•  Edit, add, or delete questions from the Test Item Files

•  Analyze test results

•  Organize a database of tests and student results.

PowerPoints

authored by Ben Mammoun

Slides include graphs and tables in the textbook.

PowerPoints meet accessibility standards for students with disabilities. 
Features include, but not limited to:

•  Keyboard and Screen Reader access

•  Alternative text for images

•  High color contrast between background and foreground colors

http://www.globaleditions.com/
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PART 1 

MyLab Management
 Improve Your Grade!

More than 10 million students improved their results using the Pearson MyLabs. Visit www.pearson.com/mylab/ 
management for simulations, tutorials, and end-of-chapter problems.

THE WORLD’S MARKETPLACES

An Overview of 
International Business

LEARNING OBJECTIVES
1.1.	Discuss the meaning of international business.

1.2.	Explain the importance of understanding international business.

1.3.	Identify and describe the basic forms of international business activities.

1.4.	Discuss the causes of globalization.
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