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Pretace

Global Business Today is intended
for the first international business
course at the undergraduate level.
My goal in writing this book has
been to set the standard for interna-
tional business textbooks: | have at-
tempted to write a book that (1) is
comprehensive and up-to-date,

(2) goes beyond an uncritical pres-
entation and shallow explanation of
the body of knowledge, (3) main-
tains a tight, integrated flow be-
tween chapters, (4) focuses mana-
gerial implications, and (5) makes
important theories accessible and
interesting to students.

COMPREHENSIVE AND
Up-to-DaTE

To be comprehensive, an interna-
tional business textbook must:

* Explain how and why the
world's countries differ.

* Present a thorough review of
the economics and politics of
international trade and invest-
ment.

e Explain the functions and forms
of the global monetary system.

* Examine the strategies and
structures of international busi-
nesses.

* Assess the special roles of an
international business’s various
functions.

This textbook does all these
things. Too many other textbooks
pay scant attention to the strate-
gies and structures of international
businesses and to the implications
of international business for firms'
various functions. This omission is
a serious deficiency because the
students in these international busi-
ness courses will soon be interna-
tional managers, and they will be
expected to understand the impli-
cations of international business for
their organization's strategy, struc-
ture, and functions. This book pays
close attention to these issues.

Comprehensiveness and rele-
vance also require coverage of the
major theories. Although many in-
ternational business textbooks do
a reasonable job of reviewing
long-established theories (e.g., the
theory of comparative advantage
and Vernon's product life-cycle
theory) they tend to ignore such
important newer work as:

* The new trade theory and
strategic trade policy.

* Michael Porter's theory of the
competitive advantage of na-
tions.

* Robert Reich's work on national
competitive advantage.

* The new growth theory champi-
oned by Paul Romer and Gene
Grossman.

* The work of Douglass North
and others on national institu-

tional structures and the pro-
tection of property rights.

¢ Samuel Huntington's discus-
sion of the geopolitical implica-
tions of the new world order.

* The market imperfections ap-
proach to foreign direct invest-
ment that has grown out of
Ronald Coase and Oliver
Williamson's work on transac-
tion cost economics.

¢ Bartlett and Ghoshal's research
on the transnational corporation.

* The writings of C. K. Prahalad
and Gary Hamel on core com-
petencies, global competition,
and global strategic alliances.

The failure of many books to
discuss such work is a deficiency
considering how influential these
theories have become, not just in
academic circles but also in the
world at large. A major proponent
of strategic trade policy, Laura
Tyson, served as chairperson of
President Clinton's Council of
Economic Advisors. Robert Reich
served as secretary of Labor in the
Clinton administration. Ronald
Coase won the 1992 Nobel Prize
in economics, giving the market
imperfections approach new re-
spectability. Two years later, Doug-
lass North won the Nobel Prize in
economics for his work showing
how a nation's economic history
influences its contemporary institu-
tions and property rights regime.
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Huntington's work is regarded as
being very influential in political cir-
cles. The work of Bartlett, Ghoshal,
Hamel, and Prahalad is having an
important impact on business
practices.

| have incorporated all relevant
state-of-the-art work at the appro-
priate points in this book. For ex-
ample, in Chapter 2, “Country Dif-
ferences in Political Economy,’
reference is made to the new
growth theory, the work of North
and others on national institutional
structures and property rights, and
Huntington's work on the geopolit-
ical implications of the new world
order. In Chapter 4, “International
Trade Theory," in addition to such
standard theories as the theory of
comparative advantage and the
Heckscher-Ohlin theory, there is
detailed discussion of the new
trade theory and Porter's theory of
national competitive advantage. In
Chapter 5, “The Political Economy
of International Trade," the pros
and cons of strategic trade policy
are discussed. In Chapter 6, “For-
eign Direct Investment,” the market
imperfections approach is re-
viewed. Chapter 10, which deals
with the strategy of international
business, draws extensively on the
work of Bartlett, Ghoshal, Hamel,
and Prahalad.

In light of the fast-changing na-
ture of the international business
environment, every effort is made
to ensure that the book is as up-
to-date as possible when it goes
to press. In the past 10 years
many significant events have
shaped the world of international
business. The Uruguay Round of
GATT negotiations was success-
fully concluded in 1995 and the
World Trade Organization was es-
tablished. The European Union
moved forward with its post-1992
agenda to achieve a closer eco-
nomic and monetary union, and on
January 1, 1999, introduced a
common currency unit, the euro.
The North American Free Trade
Agreement became law, and Chile
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indicated its desire to become the
next member of the free trade
area. The Asia-Pacific Economic
Cooperation forum (APEC)
emerged as the kernel of a possi-
ble future free trade area.

The former Communist states
of Eastern Europe and Asia contin-
ued on the road to economic and
political reform. As they did, the
euphoric mood that followed the
collapse of communism in 1989
was slowly replaced with a grow-
ing sense of realism about the
hard path ahead for many of these
countries. The global money mar-
ket continued its meteoric growth.
By 1999 over $1.5 trillion per day
was flowing across national bor-
ders. The size of such flows fueled
concern about the ability of short-
term speculative shifts in global
capital markets to destabilize the
world economy. These fears were
fanned by the dramatic wave of fi-
nancial crises that swept through
several Asian nations in 1997 and
hit Russia and Brazil in 1998. All
these nations saw catastrophic
plunges in the value of their cur-
rencies on the foreign exchange
market and in their stock markets.
The International Monetary Fund
stepped into the breach to stabi-
lize the situation and help these
economies restructure.

The World Wide Web emerged
from nowhere to become the back-
bone of an emerging global net-
work for electronic commerce. By
2001 some 350 million people
worldwide were expected to have
Internet connections, and the value
of transactions executed over the
Web was predicted to exceed $1.3
billion in the United States alone.

The world continued to become
more global with cross-border
trade and investment growing
much faster than world output. The
world's most populous nation,
China, continued to grow its econ-
omy at a rapid rate. New multina-
tionals continued to emerge from
developing nations in addition to
the world's established industrial

powers. And increasingly, the
globalization of the world economy
affected firms of all sizes, from the
very large to the very small.

Reflecting this rapid pace
change, | have tried to ensure that
all material and statistics are as
up-to-date as possible as of 2000.
However, being absolutely up-to-
date is impossible because
change is always with us. What is
current today may be outdated to-
morrow. Accordingly, | have estab-
lished a home page for this book
on the World Wide Web at
www.mhhe.com/hillgbt2e. From
this home page the reader can ac-
cess regular updates of chapter
material and reports on topical de-
velopments that are relevant to
students of international business.
| hope readers find this a useful
addition to the support material for
this book.

Bevonp UNcRiTICAL
PRESENTATION AND SHALLOW
EXPLANATION

Many issues in international busi-
ness are complex and thus neces-
sitate considerations of pros and
cons. To demonstrate this to stu-
dents, | have adopted a critical ap-
proach that presents the argu-
ments for and against economic
theories, government policies,
business strategies, organizational
structures, and so on.

| have attempted to explain the
complexities of the many theories
and phenomena unique to interna-
tional business so the student
might fully comprehend the state-
ments of a theory or the reasons a
phenomenon is the way it is.
These theories and phenomena
are typically explained in more
depth in this book than they are in
competing textbooks, the rationale
being that a shallow explanation is
little better than no explanation. In
international business, a little
knowledge is a dangerous thing.



INTEGRATED PROGRESSION
oF ToPrics

Many textbooks lack a tight, inte-
grated flow of topics from chapter
to chapter. In this book students
are told in Chapter 1 how the
book's topics are related to each
other. Integration has been
achieved by organizing the mate-
rial so that each chapter builds on
the material of the previous ones
in a logical fashion.

Part 1, Chapter 1 provides an
overview of the key issues to be
addressed and explains the plan of
the book.

Part 2, Chapters 2 and 3, fo-
cuses on national differences in
political economy and culture.
Most international business text-
books place this material at a later
point, but | believe it is vital to dis-
cuss national differences first. Af-
ter all, many of the central issues
in international trade and invest-
ment, the global monetary system,
international business strategy and
structure, and international busi-
ness operations arise out of
national differences in political
economy and culture. To fully un-
derstand these issues, students
must first appreciate the differ-
ences in countries and cultures.

Part 3, Chapters 4 through 7,
investigates the political economy
of international trade and invest-
ment. The purpose of this part is
to describe and explain the trade
and investment environment in
which international business oc-
curs.

Part 4, Chapters 8 and 9, de-
scribes and explains the global
monetary system, laying out in de-
tail the monetary framework in
which international business trans-
actions are conducted.

Part 5, Chapters 10 through
14, shifts attention from the envi-
ronment to the firm. Here the book
examines the strategies and struc-
tures that firms adopt to compete
effectively in the international busi-
ness environment. These chapters

explain how firms can perform
their key functions—manufacturing,
marketing, R&D, and human re-
source management—to compete
and succeed in the international
business environment.

Throughout the book, the rela-
tionship of new material to topics
discussed in earlier chapters is
pointed out to the students to re-
inforce their understanding of how
the material comprises an inte-
grated whole.

Focus oN MANAGERIAL
IMmPLICATIONS

Many international business text-
books fail to discuss the implica-
tions of the various topics for the
actual practice of international
business. This does not serve the
needs of business school students
who will soon be practicing man-
agers. Accordingly, the usefulness
of this book's material in the prac-
tice of international business is
discussed explicitly. In particular, at
the end of each chapter in Parts
2, 3, and 4—where the focus is on
the environment of international
business, as opposed to particular
firms—is a section titled “Implica-
tions for Business! In this section,
the managerial implications of the
material discussed in the chapter
are clearly explained. For example,
Chapter 4, “International Trade
Theory," ends with a detailed dis-
cussion of the various trade theo-
ries’ implications for international
business management.

In addition, each chapter be-
gins with a case that illustrates
the relevance of chapter material
for the practice of international
business. Chapter 2, “Country
Differences in Political Economy,’
for example, opens with a case
that describes Brazil's privatiza-
tion efforts.

| have also added a closing
case to each chapter. These cases
are also designed to illustrate the
relevance of chapter material for

the practice of international busi-
ness. The closing case to Chapter
2, for example, describes the
problems General Electric has had
trying to establish profitable opera-
tions in Hungary. As the case
makes clear, these problems are
rooted in the political economy of
Hungary and in General Electric's
initial failure to fully appreciate the
impact that political economy has
on business operations. Each clos-
ing case is followed by a list of
discussion questions, which facili-
tates the use of these cases as a
vehicle for in-class case discus-
sion and analysis.

Management Focus

Another tool that | have used to
address managerial implications
are “Management Focus” boxes.
There is at least one “Management
Focus” in each chapter. Like the
opening case, the purpose of
these boxes is to illustrate the rele-
vance of chapter material for the
practice of international business.
The “Management Focus” in
Chapter 2, for example, looks at
Microsoft's battle against software
piracy in China. This fits in well
with a section of the chapter that
looks at the protection of intellec-
tual property rights in different
countries.

AccCESSIBLE AND INTERESTING

The international business arena
is fascinating and exciting, and |
have tried to communicate my en-
thusiasm for it to the student.
Learning is easier and better if
the subject matter is communi-
cated in an interesting, informa-
tive, and accessible manner. One
technique | have used to achieve
this is weaving anecdotes into the
narrative of the text—stories that
illustrate theory. The opening
cases and focus boxes are also
used to make the theory being
discussed in the text both acces-
sible and interesting.



Country Focus

Each chapter has two kinds of fo-
cus boxes—a “Management Fo-
cus” (see previous page) and a
“Country Focus!" “Country Focus”
boxes provide background on the
political, economic, social, or cul-
tural aspects of countries grap-
pling with an international business
issue. In Chapter 2, for example,
the “Country Focus" discusses the
changing political economy in In-
dia. | refer to and utilize opening
cases and boxed material in the
main body of the text. The idea is
to show students real-world exam-
ples of the issues being discussed
in the text.

Could You Do This?
Entrepreneurial Peer
Profiles

Helena Czepiec of California State
Polytechnic University, Pomona,
has written five new peer profiles
of students that she has taught
that have utilized their entrepre-
neurial drive and moved into the
international business arena. Lo-
cated at the end of each part,
these profiles are designed to give
students inspiration based on what
their peers have accomplished.

Just how accessible and inter-
esting this book is will be revealed
by time and student feedback. | am
confident, however, that this book
is far more accessible to students
than its competitors. For those of
you who view such a bold claim
with skepticism, | urge you to read
the sections in Chapter 1 on the
globalization of the world economy,
the changing nature of international
business, and how international
business is different.

WHar’'s New
IN THE SEconD EDITION

The success of the first edition of
Global Business Today was based
in part on the incorporation of lead-
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ing-edge research into the text, the
use of up-to-date examples and
statistics to illustrate global trends
and enterprise strategy, and the
discussion of current events within
the context of the appropriate the-
ory. Building on these strengths,
my goals for the second revision
have been threefold:

1 Incorporate new insights from
recent scholarly research wherever
appropriate.

2 Make sure the content of the
text covers all appropriate issues.

3 Make sure the text is as up-to-
date as possible with regard to
current events, statistics, and ex-
amples.

Often these goals have over-
lapped. For example, the global fi-
nancial crisis that started in Asia in
1997 and spread to Russia in
1998 is relevant both because it is
a current event of great signifi-
cance to international business and
because it has sparked a furious
debate between scholars as to the
appropriate role of the IMF. Thus,
in Chapter 9, | outline the causes
and consequences of the recent
Asian and Russian financial crises,
and | discuss the current debate
between scholars such as Jeffrey
Sachs and Stanley Fisher over the
role of the IMF in such crises.

As part of the revision process,
changes have been made to every
chapter in the book. The following
are examples.

Chapter 1, “Globalization,”
has been rewritten around the
theme of globalization. All the
statistics pertaining to globaliza-
tion (such as the growth of world
trade, output, and foreign direct
investment) have been updated
to incorporate the most recently
available data. A new section
deals with the debate between
scholars on the merits and draw-
backs of globalization. This debate
is concerned with the impact of
globalization on job security, in-
come levels, labor policies, the

environment, and national sover-
eignty.

Chapter 2, “National Differ-
ences in Political Economy,’ in-
cludes a new section titled “States
in Transition! This section dis-
cusses the nature of the economic
transformation, or liberalization,
now being pursued by numerous
states around the world, including
many former Communist nations.
The section discusses deregula-
tion and privatization in greater
depth than hitherto. Also new to
this chapter is a discussion of
Samuel Huntington's influential
work on the clash of civilizations
and the new world order. Hunting-
ton rejects the popular view, best
articulated by Francis Fukuyama in
The End of History, that we are
moving toward a universal global
civilization based on Western lib-
eral ideology. Instead, Huntington
paints a picture of a world divided
between different civilizations,
some of which are potentially op-
posed to Western ideology. If
Huntington is correct, the implica-
tions for international business are
profound.

Chapter 5, “The Political
Economy of International
Trade,” has been significantly up-
dated to reflect the recent activities
of the World Trade Organization
(WTO). This includes a discussion
of the record of the WTO in resolv-
ing trade disputes between nations
as well as a discussion of recent
multinational agreements, brokered
by the WTO, to liberalize cross-bor-
der trade and investment in finan-
cial services and telecommunications.

Chapter 7, “Regional Eco-
nomic Integration,” has been
updated to reflect recent develop-
ments in the European Union, in-
cluding the move toward monetary
union, which began to take effect
January 1, 1999. The chapter also
contains an expanded and up-
dated discussion of the effects of
the 1993 North American Free
Trade Agreement (NAFTA) and the
South American free trade pact,



MERCOSUR. Recent research
has shed new light on the magni-
tude of the effects of NAFTA and
MERCOSUR. The chapter also
updates the evolution of other
moves toward regional economic
integration, including the Asia-Pa-
cific Economic Cooperation forum
(APEC).

Chapter 9, “The Global Mon
etary System,’ includes new ma-
terial that reviews the causes and
consequences of the recent finan-
cial crises in Asia and Russia. The
response of the International Mone-
tary Fund to these crises has been
discussed in light of the debate
between scholars such as Jeffrey
Sachs and Stanley Fisher as to the
appropriate role of the IMF.

Chapter 12, “Global Market-
ing and Product Development,’
has been extensively rewritten and
extended to enhance its contribu-
tion to the text. A new section
deals with market segmentation in
global markets. The discussion of
pricing strategy has been ex-
panded to incorporate recent re-
search on multipoint pricing by in-
ternational businesses. The section
on new product development has
been significantly expanded to in-
corporate new research and dis-
cuss additional issues. Additional
areas covered include how best to
integrate different functions and
manage cross-functional product
development teams in a globally
dispersed enterprise, and where to
locate R&D activities in a firm's
global value chain.

NEW! Another
Perspective

Developed and written by Jeanne
McNett of Assumption College
and co-chair of the Academy of
Management International Manage-
ment Division Teaching Committee,
these boxes are designed to give
students an idea of how the sur-
rounding material applies to and
affects them or simply more infor-

mation on a nearby topic. They are
sometimes narrative, but can also
contain a few probing questions or
even a trip to the Internet.

NEW!! Internet Exercises

Although the Internet exercises are
not a new feature, they have been
updated by Veronica Horton of the
University of Akron. These exer-
cises have been written to not only
extend the ideas presented in the
text, but also to develop the notion
of e-commerce as an important
component in the global business
environment. Each chapter has four
exercises. Two can be found in the
printed text, and two additional ex-
ercises can be found with the stu-
dent resources on the website.

INSTRUCTOR SUPPORT
MATERIAL

Instructor’'s Manual/Test
Bank-0-07-232056-7

The instructor's manual, prepared
by Veronica Horton of the
University of Akron, and test bank,
prepared and updated by Bruce
Barringer of the University of
Central Florida, contain chapter
overviews, teaching suggestions,
lecture notes, and video notes. The
test bank portion for this edition
contains approximately 90
questions per chapter.

Computerized Testing for
Windows-0-07-239058-1

A computerized version of the test
bank allows the instructor to gen-
erate random tests and to add his
or her own questions.

PowerPoint" -
0-07-239060-3

The PowerPoint slides, by Jeanne
McNett of Assumption College,

contain a blend of material from
the text and also new material,
amounting to approximately 15—
20 slides per chapter.

Video Collection-
0-07-239059-X

This edition will also include an im-
proved video collection, consisting
of NBC News footage and original
business documentaries for each
chapter. For a comprehensive line-
up of video selections for each
chapter, please visit our website
(www.mhhe.com/hiligbt2e) for
complete details.

Online Instructor
Resources:
www.mhhe.com/hillgbt2e

Adopters of Global Business To-
day will have access to a pass-
word-protected book website that
provides coverage of the latest in
online news and links relating to
selected companies, countries,
and situations referenced in the
text. Other online and download-
able teaching resources will also
be available.

STUDENT RESOURCES

Global Business Plan
Project and Resource
CD-0-07-239062-X

Designed to help students gain ex-
perience in conducting research
and applying text concepts to the
real world of international business,
the resources on this CD are organ-
ized around a series of activities,
created by Les Dlabay of Lake For-
est College, which guide students
step-by-step through the develop-
ment of their own global business
plan. As students work through the
activities, they can link to hypertext
chapters from the book, view re-
lated video clips, or launch to the
book website and Internet.
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Online Student Resources:
www.mhhe.com/hiligbt2e

Students can use a variety of infor-
mation and study aids including
the new Online Learning Center,
featuring the e-Learning Session.
The e-Learning Session is an inter-
active tool that includes quizzes,
essential terms, links to other mate-
rial on the Internet, and video clips.
Students will also have access to
chapter study questions and Inter-
net applications; Internet exploration
questions tied to each chapter; a
business jargon dictionary; and an
online Web directory containing
links to websites of international or-
ganizations, news agencies, compa-
nies, and countries.

Rand McNally’s New
Millennium World Atlas
Deluxe CD-ROM

Ask your sales representative
for more information on how
to package the Rand McNally
CD-ROM with the text for your
students.

By clicking on points of interest on
this interactive world atlas, stu-
dents can quickly access over 800
articles on world cultures, cities,
and science, as well as 237 coun-
try profiles and links to specific In-
ternet sites. Special tools such as
Notebook, Map Customization,
Global Find, Compare Maps, and
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Compare Facts allow you to ac-
cess, manipulate, customize, or-
ganize, save, and print the content
information.
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