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How to use this book

How to use this book

This book is written for a first course in international business,
either as part of a general business or management degree, or for
post-experience courses. The book will also be useful as supple-
mentary reading on more specialized courses which include an
international dimension, e.g. retailing and marketing degrees,
international finance or operations management.

The book is divided into two sections, the first looking at
functional problems associated with the internationalization of an
organization, and the second with the problems of doing business
in Eastern Europe and the former USSR.

The book begins with an introductory look at the problems
facing international business in the 1990s. This is followed by an
integrated case study of Allied Domecq, which is intended to give
an overview of the impact of international operations on all
functions. This should be used for class discussion at the start of a
course, as it is a useful introduction to the topics covered in
detail in the rest of the text.

Each chapter is self-contained and can be used as class reading
in preparation for a lecture. The case studies that appear at the
end of each chapter then provide tutorial material and are all
accompanied by discussion questions. For students on specialized
courses, or who are interested in looking at a topic in further
depth, the end of chapter references serve as a guide to up-to-
date further reading.

If students have already taken a basic course in international
business, the case studies are still useful for seminar work and for
coursework. In relation to each function in business, they present
quite challenging issues.

The second part of the book is devoted to business in Eastern
Europe. This is made up of two chapters, one on Central and
Eastern Europe and one on the former Soviet Union. Each one is
written by an expert in the field and includes a historical
perspective as well as discussion of current problems for
companies wishing to do business in this part of the world.

We hope that above all you enjoy reading this book. It is
written in a style which is intended to help you to learn by
means of practical examples, and as an easy-to-use text for self-
tuition. If you like it, please tell us, and if you don’t, then please
tell us why.



Foreword

by Geert Hofstede

Learning management is like learning to play a musical instrument
— it demands talent, hard work, and the luck to be able to
practice. Learning international management demands additional
talent, more hard work, and even more luck. It means muddling
along in foreign languages, being prepared to travel, even settling
abroad.

Effective international management partly calls for different
attitudes and skills than effective home-based management. A
multicultural perspective implies restraint in passing judgment —
the ability to recognize that in different environments different
rules of the game of business may apply. Successful managers at
home are often those who have proven themselves by a strong
drive and quick and firm opinions. These very qualities may make
them less qualified for international management.

International managers must be context-sensitive. Narrow
specialists may at times be needed for solving technical problems
abroad, but they should be shipped back as soon as possible.
International managers need a broad interest and an eagerness to
absorb new information from such fields as history, geography,
religion, literature and art.

International managers export not only their professional lives,
but their private and family lives as well. Families are deeply
affected by their fathers or mothers accepting an international
management career. Partners may lose their jobs if they join in
expatriation, and each other if they don’t. Unmarried couples,
common in some Western countries, may have to formally marry
in order to be admitted into countries with traditional morality
laws. Even if the international manager remains home-based, he
or she will be away from home more often. Children will be
affected by expatriation or by their parent’s frequent absences.
Expatriations seem to fail more often for family reasons than for
job reasons.

This textbook on international business contains a broad
overview of the areas where international management differs
from home-based management. No book can make one an
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Foreword

international manager, just as no book can teach one to play an
instrument. What it can do is create awareness of what there is to
be known, and motivate the user to find out what he or she will
need to know in addition to what the book contains.

The student of this book will also discover the complexity of,
and some of the value conflicts inherent in, the international
business field. If he or she feels comfortable with this amount of
intellectual and moral confusion, then maybe this is the first step
to a productive international management career.

G.H.
Honolulu 1995



Acknowledgements

The authors wish to acknowledge thanks for the advice and
comments of the following reviewers, whose assistance was of
great value in developing both the original idea for the book and
also the final manuscript:

Professor V.N. Balasubramanyam, University of Lancaster;
Dr John Bell, Tilburg University, The Netherlands;

Dr D. Jane Bower, Heriot-Watt Business School;

Gill Coleman, University of Bristol;

Dr H.C. Dekker, Free University Amsterdam;

Professor Saul Estrin, London Business School;

Bill Ferguson, Durham University Business School;
Professor Paul Finlay, Loughborough University;

Professor Geert Hofstede, University of Honolulu, Hawaii;
Professor Robin Jarvis, Kingston University;

Steve Johnston, University of Hertfordshire;

Dr Andrew Millington, University of Bath;

Ms Jennifer Piesse, Birkbeck College, London;

Dr Paul Raimond, City University, London;

Collin Randlesome, Cranfield University, UK;

Stuart Rooks, Oxford Brookes University;

Professor Arndt Sorge, Humboldt University, Berlin;
Professor John Stopford, London Business School;
Professor Jan-Erik Vahlne, Stockholm School of Economics;
Ms Karin Venetis, University of Limburg, The Netherlands;
Paul Walley, University of Loughborough;

Professor Malcolm Warner, University of Cambridge.

The authors accept all responsibility for errors or omissions in the

text, and would be pleased to hear from readers who have any
suggestions on how the book may be improved.

Acknowledgements

XV



xvi

List of case studies

List of case studies

Case

Case

Case

Case

Case

Case

Case

Case

Case

Case

Case

Case

study 3.1:
study 4.1:
study 5.1:
study 6.1:
study 8.1:

study 9.1:

study 10.1:

study 10.2:

study 11.1:

study 12.1:
study 13.1:

study 13.2:

Midland Bank plc

The food and drink industry
Electrolux

Rover and BMW

De Lage Landen, Netherlands

Foreign exchange management in the
UK Post Office

The impact of European Monetary Union
on the banking sector

Risk capital for SMEs in Malaysia
Creative accounting within the constraints
of international government —

a Swedish case

Foreign direct investment decisions

Adidas — Hungary

Volkswagen/Skoda — The Czech Republic

45

76

108

129

185

208

231

233

269

309

344

347




Contents

List of contributors
How to use this book
Foreword

Professor G. Hofstede
Acknowledgements
List of case studies

PART ONE INTERNATIONAL BUSINESS

l.

International business in the 1990s
M. Woods

Introduction

Communications and information flows
The international trading environment
Financial markets

Japanese management practices

The collapse of communism

Summary

References and further reading

Allied Domecq: A cross-functional study of
international evolution
M. Woods

Introduction

Company profile

Company history post-1985
Review questions

Xi
Xii
Xiii

NOOGOuUubhbww

10
13

Contents



vi

Contents

3. The context of international business

1. Morison

Objectives

Introduction

The theoretical context

The evolutionary context

The financial context

The strategic context

Summary

Case study 3.1: Midland Bank Plc
Review questions

References and further reading

. Management across borders

P. Lawrence

Objectives

Introduction

The homogeneity of management
Understandings of management
The USA

Germany

The UK

France

Japan

Summary

Case study 4.1: The food and drink industry
Review questions

References and further reading

5. International strategy: a multitude of options

M. Woods

Obijectives

Introduction

What is strategy?

Is international strategy any different?

General and functional strategies

Going international — why bother?

Entry into foreign markets

Selection of entry mode

The global versus national debate

Organizational structure and the international
company ‘

Summary

Case study 5.1: Electrolux

Review questions

References and further reading

16

16
16
17
27
32
41
45
45

49
50

50
50
51

3&&R

71
75
75
76
19
o

81

102

105
107
108
110
110



6. International human resource management and

management development 112
O. Jones
Objectives 112
Introduction 112
IHRM and organizational structure 113
Internationalization and the Single European

Market 116
A European approach to HRM 120
Key areas of variation within Europe 124
Summary: The European dimension of HRM 129
Case study 6.1: Rover and BMW 129
Review questions 131
References and further reading 3

7. HRM in international management: developing

the international manager 133
D. Preston and O. Jones
Objectives 133
Introduction 133
Internationalization, change and their effects on

people in organizations 134
Developing international management skills 155

Essential characteristics of an international manager 138
Developing holistic international management skills 139

Types of international manager 140
Problems with the concept of the international
manager 141
Reluctance to become an international manager 143
International managers in small businesses 144
Summary 145
Review questions 146
References and further reading 146
8. International marketing 149
M. Rafig and M. Woods
Objectives 149
Introduction 150
Levels of international marketing 150
Environmental forces in international markets 151
Researching, selecting and targeting markets 160
Adaptation versus standardization 165
Developing an international marketing mix 168
Planning and organizing for international marketing 183
Summary 184

Contents vil



viii

Contents

10.

11.

Case study 8.1: De Lage Landen, Netherlands
Review questions
References and further reading

Foreign exchange risk management
M. Woods

Objectives

Introduction

The financial risks of international trade and
investment

Hedging foreign exchange risk: general issues

Hedging foreign exchange risk: the details

The impact of international trade on working capital

Summary

Case study 9.1: Foreign exchange management
in the UK Post Office

Review questions

References and further reading

Sources of finance for international trade and
investment
M. Woods

Objectives

Introduction

Export finance and terms of payment and
settlement

The cost of alternative contract terms

Short- and medium-term finance for foreign trade

Long-term finance: the international capital markets

Strategic tax planning

Summary

Case study 10.1: The impact of European Monetary
Union on the banking sector

Case study 10.2: Risk capital for SMEs in Malaysia

References and further reading

The international accounting environment
J. Blake

Objectives

Introduction

National accounting practice: the impact on
published accounts

The regulatory systems in accounting

Bodies pursuing international harmonization

185
187
187

189

189
189

191
195
197
207
208

208
210
211

212

212
212

213
216
223
224
228
231

231
233
237

239

239
240

240
254
258



Internationalization of the accounting profession 261

International analysis of accounts 264

Summary 267

Case study 11.1: Creative accounting within the
constraints of international agreements —

a Swedish case 269
Review questions 272
References and further reading 272

12. Operations management 278
M. Hill
Objectives 278
Introduction 278
The practice of operations management 279
Techniques and strategies of operations

management 281
A historical perspective of international operations 289
Centralization versus decentralization 291
Exporting, licensing and industrial cooperation 294
Operations management and foreign direct

investment 299
The continuing role of technology and management 303
Summary 308
Case study 12.1: Foreign direct investment

decisions 309
Review questions 313
References and further reading 313

PART TWO THE COLLAPSE OF COMMUNISM - THE
CHALLENGES FOR INTERNATIONAL BUSINESS

13. Central and Eastern Europe - in or out of a

larger European community? 319
L. Watkins-Mathys
Objectives 319
Introduction 319
Intra-CMEA trade 320
Reform processes before 1989 322
Economic reforms since 1989 327
Privatization and the growth of foreign direct
investment 331
Western institutional and financial support 337
The European Union’s response 339
Conclusions 342
Summary 344

Contents



Case study 13.1: Adidas — Hungary 344
Case study 13.2: Volkswagen/Skoda — The Czech

Republic 347

References and further reading 349

14. Whither Mother Russia - in or out of Europe? 353
M. Hill

Introduction 354

The legacies of central planning (1917-1985) 357

Glasnost’, demokratizatsiya and perestroika 360

The new Russian state — policies for reform 368

The future for Russia 381

Conclusions 393

References and further reading 399

Glossary 402

Index 407

X Contents

‘—;



PART ONE

International Business






