GLOBAL OPERATIONS
o)
MULTINATIONAL ENTERPRISES




ms BEBY &RE

A S R




BB EhR% B (CIP) 8117

ok SERICZE /G0 WA E . - Bl R
R L, 20042

ISBN 7 - 80646 - 604 — 5

[ & 1T .0 OF - . %2EF - il - F
- 255 -190~ [V.F279.12

T ERRA B CIP BB T (2004) 5 002422 5

WAR KX BRogde
RERE: A%
AR B R
KWkit: Ktk FRE%

Bl e LE WY RUVRE
L HESC AL AR AR AR KT BB XBKBTAE
B P55 : cslem@public . sta. net. cn Rk : www . slem.com

k¥ ¥ 4 x &4 BRI AR ER
FFAR 7 <1052 1718 HI5K 18 ¥ 267,000
2004 4E 2 HEB L AL 2004 452 A% 1 KEDRY
Engic: 13,050 /i

ISBN 7 - 80646 ~ 604 - 5/F+34 EH: 25.00 7T

HEE NANFBHRREGE KSR RRFEK R
T:021 - 65412603



Preface

G
PREFACE

20 48 80 FACLLK, HALFEARETERNEL, BHF—1&
CALE AN TR RER . REMAT W0, XEKRERENZIHER
ANEFEFRER, LFNBTHIANTSHMRRETRBEZS
MEr ERREMIEEN. FARBENSINFRNEREGEFENEER
TRNEFEWIEEHRE, BENRNEFEARKRE, HAEEHH
FHE, LENEFEHNREFTE.

Ak, EEWRET 20 L 90 FRURRKZER AV ERUEE
MEBERAXEHE, B4 T oV EFLEETH I RERELAR
i, WETAY, HFARY LRESEM TS AR
%, iz EF IR ERFT S EEENEE. AHE-D
ARG TIEF AN EE TIEE TR &K 77 HHE5 R
A, REFLHRHRRNEFEEARN TEANREERE
MiZGE M R SRR S M EBRIEE S IEMKTT, HRE
F—E iR, NHEBEMEHENNIRET THFHE.

EERER L. HE. FEMBEARNRNNEBRESH
CATTHE. 2BRSEREBS. B KEBINET LT RS
%, BENATLUHANERTHNER, SFEERFTMERR
B, BURCBEA 0 2 B BOM B BREE R92E N\ B bR Tiv 37 B9 o Ao s
Hoe BZKEHNAT A EHEBEIE, SHFERFIFFMAMAIHF
¥, UREAWTHIHET, SISREEIEN ARG
2, BRI 8 BEAD A 7 B VR B EE DL R el JF & RN 57 B e

Multinational Enterprises




Global Operations of Multinational Enterprises

H. BERBANMAT CUAGRHEEYS, FHEMBTAANSHE
F, HOARETEFRRTTSIA, BFEFETHONLAE, BREs
HHMBERA AN E T, SNCHHRBFIMNCAREE, SR
T |

ABWREAE LT L E KT

I EMEE. ABREEEWET 20 e 90 EALRTT T ER
AR R BB YF S EEAICE, LUK NBA SUHERE E, HORERES
. SEEENATLAE, MHECHHRTNEUHENGTT
DR, SRHEEETHAART T —ELUBANEESS, #5
RE% T AEMERIGEETE, ERN 2RSSR

2. AREE, STANR. EERESE— MRS T
FeE AR, WEFEREOMIAHNE, EBFEL T — S5
&, U ERRE R SRS T A E R LR A7 —
RHITRE, $ABONAEAERIEER T — F R,

3. EREE. BTFABRME. SREE. TANE. BRR
EEEHE RS, ERABRUESHERNARERGISE, &
TUMREARFRER, fL7EB) K. S8, PR, JLHE MBA
BESE A (D AOH

T RS — AR RN B E, REEEES—
K FR TR ELF TIE. FERELP—Eama
KEEH BT, PR KA AN

Global Operations




Contents

A &
CONTENTS

$B—H5C Unit One

B it RS2 /1

The MNE and the Globalization of the World Economy
(1) Hir R RS k28R /1
Globalization through the Development of MNEs
(2) EfrFFRAT LTSN /3
The MNE as Exploiting Market Imperfections
(3) ERr AL A= & B A dr A RE /4
The MNE and the Life Cycle of its Product
(4) Efr LR U K ERE T 1R /6
The MNE and Macro Forces of Globalization
PJiEf Kl (Reading Material)
EBrl /15
The Multinational Enterprises
EH ¥ (Case Study)
PR AR BB kg ik /18

Singer Profile

SB_HB5 Unit Two
EANERTIHRH AR /20
The Modes of Entering the World Market

Multinational Enterprises




Global Operations of Muitinational Enterprises

(1) /20

Exporting

(2) ERWmK /22
Contractual Agreement

(3) iR /25

Conclusion

FiE#E (Reading Material)
K€ EEMNH 5 IR /32
Specific Factors and the Beginning of Trade Theory
KHIHH (Case Study)
KERZZEE /33

Mickey Mouse Goes to France

${=HJT Unit Three
NV E R ST /37
Direct Foreign Investment
(1) fRARIXER /38
Strategic Alliance
(2) &4l /38
Joint Ventures
(3) FEFFBY /41
Mergers and Acquisitions
[ 3E44 ¥l (Reading Material)
HREH /50
Organizational Restructuring
EH5¥r (Case Study)
xEEL B RENt)E T EREN /56
AOL Acquisition of Time Warner Creates Endless

Possibilities

lobal Operations




Contents

#IUM5T Unit Four
HE PR Gr 5% /59
The International Economic Environment
(1) ZFFHIERK /59
Classifying Economic System
(2) RFEUEHE K2 /62
Classifying Countries by Wealth
(3) BRI ERRP XIS EETFERBERIER. /64
Adapting to Foreign Economic Environments in the
Internationalization Process
A%} (Reading Material)
WA /71
Inflation
E B 437 (Case Study)
TEHM-EREL /73

Asian Financial Crisis

SBHHEIT Unit Five
EERERIEE /78

The International Regulatory Environment
(1) BEFRERN /79
The principles Governing the Conduct of International Law
(2> EERRI TR ORER A /81
Areas of Particular Concern to MNEs

(3) RSB ALMEF /85

WTO as an International Institution of Arbitration
(4) it /87

Conclusion

Multinational Enterprises| - 111




Global Operations of Multinational Enterprises

% 1E#1 ¥} (Reading Material)

4 R BB % /95

What is International Business about?
£843 47 (Case Study)

HLRIBTHE /100

Joint Responsibility

/AR Unit Six
e B RN B EAT h R/ 104
The Impact of Culture on Managerial Behaviors of MNEs
(1) STALRIERZ /105
The Concept of Culture
(2) PAFRKEREHX—EALRR® /106

Personal Needs Hierarchy and its Influence to a Nation’s

Culture
(3) AL E bR AN E BT ARKIZ W /108
The Impact of Culture on Managerial Behaviors of MNEs
FiEF ¥l (Reading Material)
EEFAIEPHXATER /121
Cultural Needs in the International Process
E #4547 (Case Study)
A BRBREAFXLTHIERFRELE /123

GE’s International Operations in Different Cultures

#BEHT Unit Seven
B mAaREHNERXEHEMWE /1 2 6
Organizational Structures of MNEs and their Environmental
Fit
(1) ARGHHEN /126

Global Operations




Contents

Organizational Structures

(2) ALEHMIEHYIE /132

Organizational Structures Fit into the Environment
e384 ¥} (Reading Material)

ARG HIHIRRE /140

The Development of Organizational Structures
EHI 547 (Case Study)
HAAFANZAFHAMNHARLEH /142

What Organizational Form Should Gillette Have?

8\t Unit Eight
BRI R REE /146

Human Resource Management of MNEs
(1) ANHEFEERNRESES /147
The Basic Concepts of HRM
(2) ANREEERIER /148
The Roles and Functions of HRM
(3) HErdAPRASBIRERE /151
HRM in Multinational Organizations
R4 ¥l (Reading Material)
X441 /158
Countervailing Forces
KIS (Case Study)
THHBOTREN BT /160

Hong Kong’ s Effective Exploitation of its Human Resources

WAMT Unit Nine
Hr A EBRFEIGTFR /1 6 4
Developing Management Skills of MNEs

Muiltinational Enterprises




Global Operations of Multinational Enterprises

(1) AHEEHRS /166

Effective Management

(2) RHEHEHRE /168

Improving Management Skills

% E#F Kl (Reading Material)
HREBVERM—LEAGE /176

Some Basic Concepts of Management Skills
Z4) 43047 (Case Study)
EUFARREEENSIERLK /181

Dow Chemical’s Top Management Foreign Experience

#1855 Unit Ten
ERRHmHHIA /185

The Instruments of the International Money Market

(1) HBrHHHHRIIIEE /186

The Functions of the International Money Market

(2) EErsrmHHp IR /187

The Instruments of the International Money Market
P EFTEl (Reading Material)

E BRARAT AR B8 T % /198

International Banking and the Eurocurrency Market
FEH 7 (Case Study)

FERB R 2 R WA 4 B & /203

What’ s Wrong with Banking in a Tax Haven Country?

#+—% Unit Eleven
B8 /205

The International Bond Market

(1) ERfFE. BRfRMEGZ /205

Global Operations




Contents

Domestic Bonds, Eurobonds, and Foreign bonds
(2) FHEAFHIRITER /207

New-issue Procedures

(3) fRFFHHIBRALHRR /210

Bond’ s the Name, Equity’ s the Game

%72 (Reading Material)

BRMIT /216

The Investment Banker

KH5#r (Case Study)

BRI RZF T HEFFR—XK /219
A Day in the Life of the Eurobond Market

W+ 85T Unit Twelve
HFEBRRTHARREEHE TN /223
The International Equity Market and
Portfolio Diversification
(1) HAEERFENH /223
The World’ s Major Stock Markets
(2) HEFEBRERS /227
International Equity Trading
(3) EHFRBRTT% /228
How to Invest Internationally
i H A% (Reading Material)
BIRATFRER /239
Initial Public Offerings(IPO)
EH|9¥7 (Case Study)
TR E) i E bRl BT /242

Corrigan’ s Raising Money Internationally

Multinational Enterprise.




Global Operations of Multinational Enterprises

#+=8J Unit Thirteen
ANC TR EE /246

The Operations of Foreign Exchange Market
(1) ANEFISNCAE 5 /246
Foreign Exchange and Foreign Exchange Transactions
(2) SMLAE S L /250
The Mechanism of Foreign Exchange Transfer
i BEf# (Reading Material)
ST A RITIHE /258
Functions of the Foreign Exchange Market
)54 (Case Study)
FITCHUNTCHI L /262
A Tale of Two Dollars

#+HUKIL Unit Fourteen
SNC RIS R B /264

Foreign Exchange Exposures and Their Management
(1) &5 XK /265
Transaction Exposure

(2) HIENK /266
Translation Exposure
(3) &BFRE /270
Economic Exposure

(4) SMCREEHE /272

The Management of Foreign Exchange Exposures
%) 378 % (Reading Material)

TCEBARIR S5 X /281

Business Implications of Exchange Rate Changes

W 2Hr (Case Study)

Global Operations

viii




Contents

HA KA /R R 2 5] /283
Campbell Soup Company in Japan

SB+HEIL Unit Fifteen

s &R 8% /286

The International Financial Innovations
(1) &RbAF PR /286
The Nature of Financial Innovations
(2) ERLBIFTHI5I3K /290

The Classification of Financial Innovations
(3) E&RAIFEAEK /294

The Basic Model of Financial Innovations
Wi HEf# (Reading Material)

SREH PRI 5T /301

Economics of Financial Innovations
BT (Case Study)

KRN RERBELA /303

Carlton’ s Using Hybrid Instrument

Multinational Enterprises| .




The MNE and the Globalization of the World Economy

Unit One

The MNE and the Giobalization
of the World Economy

Economic activity in the post-World War Il era has been
characterized by unprecedented levels of globalization.
Globalization is the process by which an activity or undertaking
becomes worldwide in scope. The primary engine for globalization
of economic activity has been the multinational enterprise
(MNE).

What explains this dramatic growth in the worldwide scope
of multinational economic activity? What are the forces that
propel MNEs to look globally for their markets, technologies,
labor, and capital? What factors drive the MNE's decision of
whether to export or enter into a joint venture agreement, or
directly invest In plant and equipment abroad? We will exam
some of the answers to these questions In this unit.

Globalization through the Development of MNEs
Multinational enterprise is a company that takes a global
approach to foreign markets and production; thus it is willing
to consider market and production locations anywhere in the
world. The earliest MNEs were mainly European firms, setting up
manufacturing facilities in the colonies to extract primary
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resources for conversion to finished goods back home. However,
by the mid-nineteenth century, many US firms began to globalize.
The expansion of US firms was furthered after World War II when
both European and Japanese industrial infrastructure was largely
destroyed by the war. Resources transfers for rebuilding these
economies through programs such as the “Marshall Plan” gave US
firms the ability to consolidate their position even more firmly.
Japanesé firms were relatively late entrants into the world of
MNEs.

Yet, by the 1970s, the process of globalization propelled
by the MNE as an organizational form had broken free; it had
acquired a life of its own and become irreversible. In terms of
its ability to move knowledge, people, capital, goods and services,
and technology across borders, the process of globalization,
led by MNEs, had gone far beyond the reach of any national
sovereign government or international agreement. To borrow a
phrase from a famous scholar of international business, Raymond
Vernon, the MNE had reached a level of maturity and influence
worldwide whereby it could keep sovereignty at bay.

Firms go abroad for both organizational and environmental
reasons. There is a set of factors both internal to the firm and
industry, as well as external to the firm, that make it neces-
sary to consider globalizing. The main internal organizational
and industry reasons for firms to go abroad are those of: (1)
exploiting worldwide market imperfections; and (2) exploiting
the opportunities that arise along the life cycle of a firm's
product. The main environmental or external reasons for firms
to go abroad are: (1) responding to the macroeconomic impera-

tives for globalization; and (2) exploiting the competitive
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advantage of nations.

The MNE as Exploiting Market Imperfections

Within the framework of the classical economic view of
perfectly competitive markets, firms are price-takers whose
prices equal marginal costs, and there is no economic profit to
be had in equilibrium. In such a world, there is little incen-
tive to enter or contest a new market, and there is no incentive
to become a multinational. However, the essence of competitive
advantage is a firm' s ability to create and sustain economic
rents in an imperfect marketplace for products and factors.

Thus, to the extent that firms globalize by seeking markets
abroad, seeking to make themselves more efficient, or seeking
new avenues for innovation and knowledge-creation, they must be
doing so in order to exploit some imperfection in the markets
for products, factors and technology. Often, a firm has a
source of monopolistic advantage—for example, a differenti-
ated product—over local firms in a country that it has not
exploited yet, creating opportunities for economic rents in
that country. Similarly, there are factor inputs (labor, capital)
or raw materials (natural resources) that can be sourced or
extracted cheaper in foreign locations, and they provide the
firm with the ability to lower its costs, thereby creating the
opportunity for economic rents. Moreover, many firms are re-
positories of firm-specific knowledge-based capital—for example,
R&D, patents, process innovations, marketing techniques, man-
agement cultures that can be leveraged to earn economic rents
in other parts of the world.

The three reasons mentioned above are proactive reasons for
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