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Preface

The Rationale for the Book

In the past couple of decades, the phenomenon of globalization has progressed from buzz-
word to reality. Indeed, chances are low that a typical MBA today will work for an organi-
zation that is not a multinational enterprise (MNE); the notion of a purely domestic firm
is fiction.

At the same time, there has been a debate in business schools about whether their cur-
ricula should have “separate international courses” or whether international material should
be integrated into the “regular,” functional area courses. Many business schools appear to
view these approaches as being substitutive rather than complementary. The essence of this
debate can be captured in one question: Are differences in business across borders those of
degree or those of kind? The short answer is, both. There are many managerial issues con-
fronting MNEs that are qualitatively no different from those that confront a non-MNE, and
these issues are probably best dealt with in the regular, functional area courses. However,
there are also managerial issues that are unique to MNEs and these, we believe, are best
addressed in a separate course.

This book is based on the premise that there are two distinguishing aspects of busi-
ness in today’s global environment that present differences of kind, and therefore, will not
fit as easily into the traditional functional areas of a business curriculum: They are multiple
sources of external authority (“MA”), and multiple denominations of value (“MV”). These
two aspects of the MNE environment cut across managerial issues in all functional areas,
and have implications for internal organization across a broad range of firm attributes.
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The emphasis of the book is to give students the tools to effectively and systemati-
cally analyze the various facets of the international business environment, and how they
affect internal organization. It provides students with tools and perspectives to analyze the
economic structure and stability of the countries and of the linkages between them; their
conflicts resulting from issues over free trade and protectionism; their political and legal
institutions, processes, and risks; their cultural norms, values, ethical systems, and customs;
their competitive vulnerabilities and opportunities arising from the impact of exchange
rates and international capital markets; and so on. As this list suggests, the material in this
book requires the integration of theories and models from a wide variety of liberal arts dis-
ciplines, including political science, sociology, economics, finance, law, psychology, and
religion. In the process, this book assumes that business schools must treat the two
approaches—international issues within the functional disciplines and a separate interna-
tional course—as being complements rather than substitutes.

What Differentiates This Book?

There are a number of excellent texts on international business in the marketplace, and one
might legitimately ask, what makes this book different? We believe that the following
attributes differentiate this book from its competitors:

1) Conceptual Underpinnings: This book “bites the bullet” on the question of what
is unique about MNEs, and develops the argument (see Chapter 1) that the distinguishing
features of this organizational form result from the environment in which they operate. This,
in turn, leads us to a discussion of the two generic attributes of the environment—MA and
MV—that iead to specific types of managerial challenges. The entire book is developed
around the cohesive theme of systematically analyzing the different parts of MA and MV,
and how the various aspects of this environment affect MNEs’ internal organization.

2) Integration: The material in this book is integrative, in the sense that it combines
insights from a number of different academic disciplines and functional areas. It shies away
from unidimensional (e.g., purely economic or purely social) views of organizational
imperatives, and in the process, motivates students to appreciate the challenges of manag-
ing a complex organizational form in an equally complex and rapidly changing environ-
ment.

3) Managerial Relevance/General Management Focus: The material in this book is
based on the implicit assumption that ideas covered in an MBA curriculum must ultimately
be managerially relevant. In other words, the presumption is that, from the standpoint of
MBAs, all theory must ultimately lead to better managerial practice. In the process, the tone
and content of the book adopts the viewpoint of the general manager of an MNE—that is,
someone who is responsible for formulating and implementing global strategy. The cases
also adopt this perspective.

4) Coverage of Issues: A number of topics are covered in the setting of this single
textbook at a level of depth that instructors and students would typically have to search out
from a number of different texts. Examples include treatment of economic exposure to
exchange rates (Chapter 5), international law (Chapter 8), MNE social responsibility
(Chapter 9), and economic cost benefit analysis (Chapter 12). Moreover, there are accom-
panying full-length cases dealing with each of these issues.

5) Conciseness: The chapters are written in the manner of a “scholarly reading” that
an instructor might typically assign with a case. In other words, they are designed to
be concise summaries of the theoretical ideas that are necessary for cogent student analy-
sis of cases. Unlike typical textbooks, the chapters are not designed to “give answers” to
students, but rather, they are designed to provide them with sufficiently detailed informa-
tion to frame their case analyses in a systematic way. In the process, our objective is to have
the students go considerably beyond attempting programmed or “textbook” solutions to
complex analysis.



Preface

XV

6) Classroom Tested, Full-Length, Current Cases: All the cases have been success-
fully tested in the classroom. Moreover, they are full-length, rather than “boxed” summaries
based on news articles. The cases attempt to convey the true complexity of general man-
agement decisions in the MNE context. Moreover, every case is specifically tied to a chap-
ter, and in the process, instructors can assign them together as a cohesive, and often
standalone, unit. The cases are current—with one exception, every one is from the decade
of the 1980s onward, and many are from the 1990s. The cases also cover high-profile cur-
rent events such as the Boeing-Airbus and semiconductor trade disputes, the breakup of the
former Soviet Union, the corruption scandals in Italy, the opening of China, the ABB
merger, and so forth. ;

7) Supplements: An instructor’s manual containing solutions to the problem sets and
teaching notes for the cases provides a clear teaching plan that we have successfully used
with MBA students.

Suggestions for Classroom Use

We have effectively used the contents of the book in a 22- to 24-session core (required)
course on the international business environment. The book can also be used in a second-
year elective course that deals with the environment of MNEs, or with issues of business,
government, and international competition. Chapters 1 through 8, Chapter 12, and Chapter
15 can be used in a course dealing with international economics and competitive strategy.
Similarly, Chapters 1-2, Chapter 5-11, and Chapters 13—15 can be used in a course deal-
ing with management of the MNE. Since chapters and cases are closely integrated, specific
chapters (and associated cases) can be assigned to specific sessions in a wide variety of
courses dealing with global strategy. In all these instances, this book could also serve as a
useful supplementary text.

We recommend that the material in this book be positioned in the MBA curriculum
after students have had the opportunity to take courses dealing with basic functional issues.
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chapter 1

Infroduction

What is a multinational enterprise (MNE)? Why is it an important organizational form to
study? Do any features differentiate it from a non-MNE? If so, what are these features, and
what are their implications?

In this chapter (and throughout the book) we address these key questions, and, in the
process, set the tone and the context for this book. We shall argue that there are, indeed, dif-
ferences of kind, as opposed to simply differences of degree, that distinguish MNEs from
non-MNEs. Moreover, they result from the environment in which the MNE operates.
Managing across borders requires the ability to deal with the challenges presented by these
unique features of the MNE environment.

Few will debate the importance of MNEs in the world economy. The Economist
reports that there are approximately 35,000 MNEs around the world today, controlling over
170,000 foreign affiliates. It estimates that roughly half of all cross-border corporate assets
are accounted for just by the top 100 MNEs, and that the top 300 MNEs control 25% of all
the world’s productive assets. In 1970, half of the 7,000 existing MNEs were either
American or British. In contrast, by 1993, about half of the 35,000 MNEs were American,
Japanese, German, or Swiss. Increasingly, many of the MNEs originate from the newly
industrializing economies of the Far East, Latin America, and South Asia.

Thus, while the presence and influence of MNEs are beyond debate, what remains
contested is whether MNEs require separate study by scholars or students. If placing the
words “international,” “global,” “transnational,” or “multinational” before the word “enter-
prise” or “corporation” simply means that a few standard functions of an organization
change to some small degree, then there is little reason to study these organizations sepa-
rately. If, however, there are differences in kind—or, at least, the differences are substantial
enough in degree—between MNEs and non-MNEs, then it is important for those preparing
to become global managers to have an in-depth understanding of the unique aspects of
operating in the international business environment.



