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UNIT 1

INTERNATIONAL BUSINESS
IN THE 1990S

M. Woods

Companies entexing the world of intemational business in the 1990s
may well ask il the challenges to be faced are any different to those which
would have been encountered in the 1960s, 1970s or 1980s. Civen the
continual changes in world political and economic trends the answer is,
almost inevitably, yes. In some areas of management, the changes are
merely one of degree, but in other areas, such 4s communications tech-
nelogy, the situation in the 1990s is almost equivalent 1o a new era.

The field of communications has seen massive changes throughout the
Jast decade. For a business, the speed and quality of international com-
munications systems affect ils strategy, organizational structure, opera-
tional controls, marketing management, staff training and finanee. In oth-
er words, just about everything.

From a consideration of the links between communications and strat-
egy, it may be seen that the widespread use of personal computers now
gives companies easy access to information about competitor behaviour and
changes in the political, economic atd technological environmeni, One
consequence of the betler information is a more efficient strategic planning

process. For the firms that can take advantage of the access to informa-



2 Unit 1

tion, this can offer a competitive advantage over companies which do noet
update their systems. This could result in a two-tier structure- for intema-
tional businesses. The top tier is composed of finns which have made ma-
Jor investments in information technology; the second ier is made up of
the remaining companies, many of which are likely to be small and medi-
um-stzed enterprises.

Pethaps in response to the impact of information technology (I1) on
‘the competitive environment, a relatively new trend in the 1990s is infor-
mation technology outsourcing, that is the transfer of responsibility for IT
management from in-house to a specialist working to contract. Companies
are hecoming increasingly aware of the competitive worth of good informa-
tion systems,” but are wary of risking high levels of investment expenditure
on in-house systems ard incurring heavy operating costs for technical sup-
port staff. Indeed, outsourcing would seem to be a growing trend in many
arcas of business in addition to IT. Other examples include distribution,
quality management, credit contol ard technical support services. For
the small and medium-sized specialist companies working in nicheé mar-
kéts, the trend fo outsourcing. is likely to. boost their markets -and lead to
rapid growth, As multinational companies (MNCs) themselves get bigger,
g0 loo do the contract sizes available, and this is likely to lead to the con-
tinued internationalization of the service sector.

Marketing has also heen significantly affected by technological im-
provements, Mass media services are themselves becoming more and more
intemational, and this results in an increasing potential to exploit global
markets via global advertising.

Alongside this is what Egan and Mekieman {1993) describe as con-

vergence of the economic development. of the nations of the Trad, i.e.
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the three trading blocs of North America, Kurope and the Pacific Rim.
For firms entering the intemational arena in the 1990s his means facing
an increasingly global competitive environment .

Running parullel with the moves towards glebal markets and competi-
tion have been political agreements to liberalize trade. 1t took a long time
to reach fina) agreement in the GATT Uruguay Round, but estimates place
the value of the agreement at over §200 billion a year over the next
decade. Nonetheless; in recognition of the fact that the gains from GATT
will not be spread evenly worldwide, there is a continued expansion of
Free Trade Areas.

The year 1993 marked the official recognition of the Single Enropean
Market and the signing of the North American Free Trade Agreement.
They enjoy common aims of expanding trade within their respective aress,
whilst hoping that regional strength will help ensure continuing unportance
within the Triad. Potential economic and political tensions can be created
by the simultaneous formation of regional alliances alongside the north-
south economic divide. Such tensions will need 1o be recognized by all
large intemational firms operating duning the 1990s.

There have been significant increases in the volume of world trade in
services over the last ten years. Such services include professional and fi-
nancial services in addition to the media and communications already
mentioned. Coinciding with expansion of trade in gods and services has
been the growth of the markels providing the finance o undertake interna-
tional business.

Both long-temmn and short-term international finance markets have ex-
panded rapidly and look set io continue growing. Demirag and CGoddanl
(1994} quote statistics which show that the Euromarkets overall have in-



4 Unit

creased fivefold in size between 1977 and 1987. The syndicate loan and
Euronotes market grew even faster, reaching US 3459,(K]O million in
1988, compared with US § 81,763 ten years earlier.” World equity mar-
kets also show good growth rates, and as: commmunications technology im-
proves, the potential {for 24-hour trading of stocks increases.

The reduction in werld trade bairiers serves to boost the growth rates
of financial markets. iIn. Firope glone it-is suggested' that the- zemoval of
trade barriers in the European Union would: produce gains for the financial
markets of between 11 billion and 33 billion ECU.

Why the Japanese are so good at gaining large shares of foreign mar-
kets? This can. parily be explained by their relatively high levels of invest-
ment in research and development compared with the USA- and Europe.
Good R&D is insufficient on its own, however; it must be followed by
commercial exploitation of the new products developed and this is where
the Japanese. appear to be particularly adept. Taking a. bmader view, k-
gan and Mckiernan (1993) cite research studies which show Japanese
strengihs in market segmentation, reoog;‘nitiun.nf ciliural diversity and
flexibility of appmoaches to fo’mign market entry,

The sum total of Japanese management skifls provides valuable
lessons for firms entering international: business in the 1990s, and:many
Western compamies are incorporating aspects of : Japanese management
styles into their operations. The spread of just-in-lime management sys-
tems and an increased use of quality circles and total -quality management
are examples of thiz trend.

It has been suggested. that the next decade will see more and more
cotnpanies engaging i global benchmarking, by using information systems
to identify. best practice in plants that are scattered worldwide; so that
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best practice can then be introduced globally throughout the organization.
Taking lessons from the Japanese is merely a variation of this practdce,
using external, tather than internal, competitors as markers.

The 1980s and early 1990s saw the fragmentation of the former Sovi-
et Union and the spread of nationalism in Eastern Europe. Ball and Mc-
Culloch (1993} suggest that the greatest contribution to be made by the
Westem nations is the prevention of autarchy, which can be achieved by
allowing access to Western markets for the produce of the various re-
publics. This is easter said than done. Invesmmeni in Eastern Ewope must
still be undertaken with great caution as local politics, bureaucracy and
inflation all pose potentially high risks.. Germany seems io be struggling
from the economic effects of imegration as inefficiencies in production sys-
tems in the former East Germany show up as higher costs and prices.
Elsewhere, in the Czech Republic, Slovakia, Poland and Hungary, there
have been bold moves towards the establishment of a free market system,
with the removal of price controls and the introduction of carrency con-
vertibility and political democracy.

U.nfommately, to date these changes have proved insufficient io pull
Eastern European companies or markets into the global competitive arena.
The 1990s will see whether modemization of management and production
will seep through into Fastem Ewope. If it does, and incomes rise ac-
cordingly, a whole new vast market wili open up. If it doesn’t, who
knows” Most importantly, market access muy depend on the willingness of
Western fimms Lo engage in counterirade, a modern form of barter. Inter-
national business in the next five years may well see the expansion of this
form of international trading.

In China, poverty is the main enemy to the expansion of a free maz-



