
This is a special edition of an established title widely used by colleges and 
universities throughout the world. Pearson published this exclusive edition 
for the benefit of students outside the United States and Canada. If you 
purchased this book within the United States or Canada, you should be aware 
that it has been imported without the approval of the Publisher or Author.

International Business: The Challenges of  Globalization is a concise and clutter-free guide 
for aspiring managers in a globalized world. This book covers a wide range of  topics, 
from the evolution of  globalization to the Covid-1 9 pandemic’s impact on business and 
society globally, and places special emphasis on the central role that culture and other 
environmental factors play in international business.

The tenth edition enlivens discussions and makes abstract or complex concepts 
relevant to students’ careers by continuing to focus on real-world scenarios. For 
example, the subject of  ethics and social responsibility is explored through the story of  
Tony’s Chocolonely, and the rise of  Paytm exemplifies the role private businesses play in 
the economic development of  nations. 

NEW AND UPDATED

• NEW—Chapter 2, “Ethics, Social Responsibility, and Sustainability,” explains the 
moral foundations of  ethical business and how managers deal with ethical dilemmas. 
The chapter also discusses topical issues like the circular economy, human rights, 
sustainability, and diversity and inclusion.

• UPDATED—Opening vignettes feature high-interest companies, such as Apple, 
Netflix, Spotify, TikTok, Paytm, and Tesla, and preview the topics discussed in each 
chapter. Chapters also close with case studies, often featuring the same companies, 
to illustrate the real-world application of  the concepts presented in the chapter. 

• Enhanced emphasis on employability skills. This edition expands students’ 
opportunities to develop key skills, including knowledge application and analysis, 
ethical understanding and social responsibility, reflective thinking, and communication. 
A variety of  activities, such as group projects, debates, shared writing exercises, 
and management practice cases, help students hone the skills that are valued in a 
globalized economy. 

Available separately for purchase is MyLab Management for International Business, the 
teaching and learning platform that empowers instructors to personalize learning 
for every student. When combined with Pearson’s trusted educational content, this 
optional suite helps deliver the desired learning outcomes. 

IN
T

ER
N

AT
IO

N
A

L BU
SIN

ESS
T

EN
T

H
 ED

IT
IO

N
W

ild • W
ild

INTERNATIONAL BUSINESS
The Challenges of Globalization

TENTH EDITION

John J. Wild • Kenneth L. Wild

GLOBAL 
EDITIONG

L
O

B
A

L 
ED

IT
IO

N

GLOBAL 
EDITION

CVR_WILD0315_10_GE_CVR_Ashford.indd   All Pages 09/01/23   2:23 PM



John J. Wild
University of Wisconsin, Madison

Kenneth L. Wild
University of London, England

International 
Business The Challenges 

of Globalization

TENTH EDITION

GLOBAL EDITION

Harlow, England • London • New York • Boston • San Francisco • Toronto • Sydney • Dubai • Singapore • Hong Kong 
Tokyo • Seoul • Taipei • New Delhi • Cape Town • São Paulo • Mexico City • Madrid • Amsterdam • Munich • Paris • Milan

A01_WILD0315_10_GE_FM.indd   1A01_WILD0315_10_GE_FM.indd   1 05/01/2023   23:0005/01/2023   23:00



Product Management: Yajnaseni Das and Ishita Sinha 
Content Strategy: Steven Jackson, Daniel J.N. Luiz, Kajori Chattopadhyay, and Amrita Roy 
Product Marketing: Wendy Gordon, Ashish Jain, and Ellen Harris 
Supplements: Bedasree Das 
Production: Vamanan Namboodiri and Nikhil Rakshit 
Digital Studio: Vikram Medepalli 

Rights and Permissions: Anjali Singh and Ashish Vyas 

Please contact https://support.pearson.com/getsupport/s/contactsupport with any queries on this content. 

Cover Art: VAlex/Shutterstock 

Pearson Education Limited 
KAO Two 
KAO Park 
Hockham Way 
Harlow 
Essex 
CM17 9SR 
United Kingdom 

and Associated Companies throughout the world 

Visit us on the World Wide Web at: www.pearson.com 

© Pearson Education Limited, 2024 

The rights of John J. Wild and Kenneth L. Wild to be identified as the authors of this work have been asserted by them 
in accordance with the Copyright, Designs and Patents Act 1988.  

Authorized adaptation from the United States edition, entitled International Business: The Challenges of Globalization, 
10th Edition, ISBN 978-0-13-747471-4 by John J. Wild and Kenneth L. Wild, published by Pearson Education © 2023. 

Acknowledgments of third-party content appear on the appropriate page within the text, which constitutes an extension 
of this copyright page.  

All rights reserved. No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any 
form or by any means, electronic, mechanical, photocopying, recording or otherwise, without either the prior written 
permission of the publisher or a license permitting restricted copying in the United Kingdom issued by the Copyright 
Licensing Agency Ltd, Saffron House, 6–10 Kirby Street, London EC1N 8TS. 

PEARSON and ALWAYS LEARNING are exclusive trademarks owned by Pearson Education, Inc. or its affiliates in 
the U.S. and/or other countries.  

All trademarks used herein are the property of their respective owners. The use of any trademark in this text does not 
vest in the author or publisher any trademark ownership rights in such trademarks, nor does the use of such trademarks 
imply any affiliation with or endorsement of this book by such owners. For information regarding permissions, request 
forms, and the appropriate contacts within the Pearson Education Global Rights and Permissions department, please 
visit www.pearsoned.com/permissions/.  

ISBN 10: 1-292-45031-2  
ISBN 13: 978-1-292-45031-5  
eBook ISBN: 978-1-292-45019-3 

British Library Cataloguing-in-Publication Data 
A catalogue record for this book is available from the British Library 

Typeset in Times Lt Pro 10 pt by B2R Technologies Pvt. Ltd. 

http://www.pearson.com
https://support.pearson.com/getsupport/s/contactsupport
http://www.pearsoned.com/permissions/


We embrace the many dimensions of diversity, including but not limited to race, ethnicity, gender, 
sex, sexual orientation, socioeconomic status, ability, age, and religious or political beliefs.

Education is a powerful force for equity and change in our world. It has the potential to deliver 
opportunities that improve lives and enable economic mobility. As we work with authors to create 
content for every product and service, we acknowledge our responsibility to demonstrate inclusivity 
and incorporate diverse scholarship so that everyone can achieve their potential through learning. 
As the world’s leading learning company, we have a duty to help drive change and live up to our 
purpose to help more people create a better life for themselves and to create a better world.

Our ambition is to purposefully contribute to a world where:

Accessibility

We are also committed to providing products that  
are fully accessible to all learners. As per Pearson’s 
guidelines for accessible educational Web media,  
we test and retest the capabilities of our products 
against the highest standards for every release, 
following the WCAG guidelines in developing new 
products for copyright year 2022 and beyond.

You can learn more about Pearson’s 
commitment to accessibility at

https://www.pearson.com/us/accessibility.html.

Contact Us

While we work hard to present unbiased, fully accessible 
content, we want to hear from you about any concerns 
or needs with this Pearson product so that we can 
investigate and address them.

Please contact us with concerns about any 
potential bias at
https://www.pearson.com/report-bias.html.

For accessibility-related issues, such as using  
assistive technology with Pearson products, 
alternative text requests, or accessibility 

documentation, email the Pearson Disability Support 
team at disability.support@pearson.com.

Pearson is dedicated to creating bias-free content that reflects the diversity,  
depth, and breadth of all learners’ lived experiences.

Pearson’s Commitment 
to Diversity, Equity,  
and Inclusion

•  Everyone has an equitable and lifelong opportunity  
to succeed through learning.

•  Our educational content accurately reflects the 
histories and lived experiences of the learners  
we serve.

•  Our educational products and services are inclusive 
and represent the rich diversity of learners.

•  Our educational content prompts deeper discussions 
with students and motivates them to expand their  
own learning (and worldview).

 

A01_WILD0315_10_GE_FM.indd   3A01_WILD0315_10_GE_FM.indd   3 05/01/2023   23:0005/01/2023   23:00

https://www.pearson.com/us/accessibility.html
https://www.pearson.com/report-bias.html


Preface 16
About the Authors 25

PART 1 Global Business Environment 26
 Chapter 1 Globalization Today 26
 Chapter 2 Ethics, Social Responsibility, and Sustainability 66

PART 2 National Business Environment 94
 Chapter 3 Cross-Cultural Business 94
 Chapter 4 Political, Economic, and Legal Systems 128
 Chapter 5 Economic Development of Nations 152

PART 3 International Trade and Investment 174
 Chapter 6 International Trade Theory 174
 Chapter 7 Governments and Trade 198
 Chapter 8 Foreign Direct Investment 220
 Chapter 9 Regional Economic Integration 242

PART 4 International Financial System 266
 Chapter 10 International Financial Markets 266
 Chapter 11 International Monetary System 284

PART 5 International Business Management 304
 Chapter 12 International Strategy and Organization 304
 Chapter 13 Analyzing International Opportunities 324
 Chapter 14 Selecting and Managing Entry Modes 346
 Chapter 15 Developing and Marketing Products 368
 Chapter 16 Managing International Operations 386
 Chapter 17 Hiring and Managing Employees 404

Endnotes 422
Glossary 435
Name Index 443
Subject Index 445

Brief Contents

4

A01_WILD0315_10_GE_FM.indd   4A01_WILD0315_10_GE_FM.indd   4 05/01/2023   23:0005/01/2023   23:00



5

Contents

Preface 16
About the Authors 25

PART 1 Global Business Environment 26

 Chapter 1 Globalization Today 26
Apple’s Global iMpact 27

1.1  Introduction and Key Players 28
1.1.1 Key Players in International Business 30
• GLOBAL MANAGER: The Keys to Global Success 31

1.2  What is Globalization? 31
1.2.1 Evolution of Globalization 33

1.2.2 Globalization of Markets 34

1.2.3 Globalization of Production 38

1.3  Drivers of Globalization 39
1.3.1 Falling Barriers to Trade and Investment 39

1.3.2 Global E-commerce 41

1.3.3 Digital Transformation 42

1.3.4 Communication and Transportation 43

1.4  Globalization Debate 45
1.4.1 Globalization Harms Jobs and Wages 45

1.4.2 Globalization Improves Jobs and Wages 45

1.4.3 Debate about Income Inequality 46

1.4.4 Globalization and Culture 48
• CULTURE INSIGHTS: The Culture Debate 48

1.4.5 Globalization and National Sovereignty 49

1.4.6 Globalization and the Environment 49

1.5  Workplace Skills 50
1.5.1 Skills for Your Career 50

1.5.2 The Global Business Environment 52

Chapter Summary 53 • Key Terms 54 • Talk About It 55 
Teaming Up 55 • Ethical Challenge 55 • Writing Assignments 55

• PRACTICING INTERNATIONAL MANAGEMENT CASE 56

 Appendix World Atlas 57

 Chapter 2 Ethics, Social Responsibility, and Sustainability 66
Tony’s Chocolonely 67

2.1  Ethics Theories 69
2.1.1 Utilitarianism 70

2.1.2 Rights Theory 70

2.1.3 Theory of Justice 71

2.1.4 Cultural Relativism 72

2.2  Business Ethics 72
2.2.1 Resolving Ethical Dilemmas 73

2.2.2 Codes of Ethics 74

2.2.3 Sources of Unethical Behavior 75

A01_WILD0315_10_GE_FM.indd   5A01_WILD0315_10_GE_FM.indd   5 09/01/2023   16:5709/01/2023   16:57



2.3  Corporate Social Responsibility 76
2.3.1 Efficiency and Profits as Social Responsibility 76

2.3.2 Business Responsibilities to Society 77
• CULTURE INSIGHTS: Speaking in Fewer Tongues 78

2.3.3 Stakeholder Theory 79

2.4  Sustainability 80
2.4.1 Carbon Footprints and Climate Change 81
• GLOBAL MANAGER: Three Sustainable Strategies for Three Markets 82

2.4.2 A Circular Economy 82

2.4.3 Greenwashing 83

2.5  Additional Key Global Issues 85
2.5.1 Bribery and Corruption 85

2.5.2 Working Conditions and Human Rights 86

2.5.3 Diversity, Equity, and Inclusion 87

Chapter Summary 90 • Key Terms 91 • Talk About It 92

Teaming Up 92 • Ethical Challenge 92 • Writing Assignments 92

• PRACTICING INTERNATIONAL MANAGEMENT CASE 93

PART 2 National Business Environment 94

 Chapter 3 Cross-Cultural Business 94
Vans: Off The Wall 95

3.1  What Is Culture? 96
3.1.1 Cross-Cultural Literacy 96

3.1.2 National Culture 98

3.1.3 Subcultures 98

3.1.4 Physical Environment 99

3.1.5 Material Culture 100

3.2  Values, Attitudes, and Behavior 100
3.2.1 Values 100

3.2.2 Attitudes 100

3.2.3 Aesthetics 101

3.2.4 Behaviors 101
• CULTURE INSIGHTS: A Globetrotter’s Guide to Meetings 102

3.3  Social Structure and Education 103
3.3.1 Social Group Associations 103

3.3.2 Social Status 104

3.3.3 Social Mobility 105

3.3.4 Education 108
• GLOBAL MANAGER: Social Flexibility 109

3.4  Religion 109
3.4.1 Christianity 109

3.4.2 Islam 112

3.4.3 Hinduism 112

3.4.4 Buddhism 114

3.4.5 Judaism 114

3.4.6 Confucianism 115

3.5  Personal Communication 115
3.5.1 Spoken and Written Language 115

3.5.2 Body Language 117

3.6  Culture in the Global Workplace 118
3.6.1 Perception of Time 118

3.6.2 View of Work 118

6  CoNTENTS

A01_WILD0315_10_GE_FM.indd   6A01_WILD0315_10_GE_FM.indd   6 09/01/2023   16:5709/01/2023   16:57



 CoNTENTS  7

3.6.3 Cultural Change 119

3.6.4 Kluckhohn-Strodtbeck Framework 120

3.6.5 Hofstede Framework 121

Chapter Summary 123 • Key Terms 125 • Talk About It 125

Teaming Up 125 • Ethical Challenge 125 • Writing Assignments 126

• PRACTICING INTERNATIONAL MANAGEMENT CASE 127

 Chapter 4 Political, Economic, and Legal Systems 128
TikTok Rocks 129

4.1  Political Systems 130
4.1.1 Totalitarianism 131
• GLOBAL MANAGER: From Civil War to Civil Society 132

4.1.2 Democracy 134

4.2  Economic Systems 135
4.2.1 Centrally Planned Economy 136

4.2.2 Mixed Economy 137

4.2.3 Market Economy 138

4.3  Legal Systems 142
4.3.1 Common Law 143

4.3.2 Civil Law 143
• CULTURE INSIGHTS: Playing by the Rules 144

4.3.3 Theocratic Law 144

4.4  Global Legal Issues 144
4.4.1 Intellectual Property 145

4.4.2 Product Safety and Liability 147

4.4.3 Antitrust Regulations 148

4.4.4 Taxation 148

Chapter Summary 149 • Key Terms 149 • Talk About It 150

Teaming Up 150 • Ethical Challenge 150 • Writing Assignments 150

• PRACTICING INTERNATIONAL MANAGEMENT CASE 151

 Chapter 5 Economic Development of Nations 152
Paytm in India 153

5.1  Economic Development 154
5.1.1 Classifying Countries 154

5.1.2 National Production 156

5.1.3 Purchasing Power Parity 157

5.1.4 Human Development 157

5.2  Political Risk 160
5.2.1 Conflict and Violence 160
• GLOBAL MANAGER: Your Global Security Checklist 161

5.2.2 Property Seizure 161

5.2.3 Government Policies 162

5.3  Managing Political Risk 163
5.3.1 Adaptation 163

5.3.2 Information Gathering 164

5.3.3 Political Influence 164

5.3.4 International Relations 164

5.3.5 The United Nations 165

5.4  Economic Transition 166
5.4.1 Transition obstacles 166

5.4.2 China’s Economic Transition 167
• CULTURE INSIGHTS: Guidelines for Good Guanxi 168

5.4.3 Russia’s Economic Transition 169

A01_WILD0315_10_GE_FM.indd   7A01_WILD0315_10_GE_FM.indd   7 09/01/2023   16:5709/01/2023   16:57



8  CoNTENTS

Chapter Summary 170 • Key Terms 171 • Talk About It 171

Teaming Up 171 • Ethical Challenge 172 • Writing Assignments 172

• PRACTICING INTERNATIONAL MANAGEMENT CASE 173

PART 3 International Trade and Investment 174

 Chapter 6 International Trade Theory 174
Tesla Charges Ahead 175

6.1  The Nature of International Trade 176
6.1.1 Benefits of Trade 176

6.1.2 Economic Importance of Trade 177

6.1.3 Top Trading Nations 177

6.1.4 Global Trade and output 180

6.1.5 Trade Interdependence 180
• CULTURE INSIGHTS: Business Culture in the Pacific Rim 181

6.2  Mercantilism 181
6.2.1 How Mercantilism Worked 182

6.2.2 Flaws of Mercantilism 182

6.3  Theories of Absolute and Comparative Advantage 183
6.3.1 Absolute Advantage 183

6.3.2 Comparative Advantage 185

6.4  Factor Proportions Theory 187
6.4.1 Labor Versus Land and Capital Equipment 187

6.4.2  Evidence on Factor Proportions Theory: The Leontief Paradox 188

6.5  International Product Life Cycle 188
6.5.1 Stages of the Product Life Cycle 188

6.5.2 Limitations of the Theory 189
• GLOBAL MANAGER: Five Fulfillment Mistakes 190

6.6  New Trade Theory 190
6.6.1 First-Mover Advantage 190

6.7  National Competitive Advantage 191
6.7.1 Factor Conditions 191

6.7.2 Demand Conditions 192

6.7.3 Related and Supporting Industries 193

6.7.4 Firm Strategy, Structure, and Rivalry 193

6.7.5 Government and Chance 193

Chapter Summary 194 • Key Terms 195 • Talk About It 195

Teaming Up 195 • Ethical Challenge 196 • Writing Assignments 196

• PRACTICING INTERNATIONAL MANAGEMENT CASE 197

 Chapter 7 Governments and Trade 198
Netflix Reinvents TV 199

7.1   Why Do Governments Intervene in Trade? 200
7.1.1 Political Motives 200
• CULTURE INSIGHTS: A Culture of Business Security 202

7.1.2 Economic Motives 203

7.1.3 Cultural Motives 204

7.2  Instruments of Trade Promotion 205
7.2.1 Subsidies 205

7.2.2 Export Assistance 206
• GLOBAL MANAGER: Experts in Exporting 206

7.2.3 Foreign Trade Zones 207

7.2.4 Special Government Agencies 207

A01_WILD0315_10_GE_FM.indd   8A01_WILD0315_10_GE_FM.indd   8 09/01/2023   16:5709/01/2023   16:57



 CoNTENTS  9

7.3  Instruments of Trade Restriction 208
7.3.1 Tariffs 208

7.3.2 Quotas 209

7.3.3 other Nontariff Barriers 210

7.4  Global Trading System 211
7.4.1 General Agreement on Tariffs and Trade (GATT) 212

7.4.2 World Trade organization (WTo) 213

Chapter Summary 216 • Key Terms 217 • Talk About It 217

Teaming Up 217 • Ethical Challenge 217 • Writing Assignments 218

• PRACTICING INTERNATIONAL MANAGEMENT CASE 219

 Chapter 8 Foreign Direct Investment 220
Spotify for Every Mood 221

8.1  The Nature of Foreign Direct Investment 222
8.1.1 Forms of Foreign Direct Investment 222
• CULTURE INSIGHTS: Cross-Cultural Mergers and Acquisitions 223

8.1.2 Worldwide Flows of FDI 223

8.1.3 Recipients and Sources of FDI 224

8.2  Theories of Foreign Direct Investment 226
8.2.1 International Product Life Cycle 226
8.2.2 Market Imperfections 227
8.2.3 Eclectic Theory 228
8.2.4 Market Power 228

8.3  Management Issues and Foreign Direct Investment 228
8.3.1 Control 228

8.3.2 Purchase-or-Build Decision 230
8.3.3 Production Costs 230
• GLOBAL MANAGER: Surprises of Investing Abroad 230

8.3.4 Customer Knowledge 232
8.3.5 Following Clients 232
8.3.6 Following Rivals 232

8.4  Why Governments Intervene in FDI 233
8.4.1 Balance of Payments 233

8.4.2 Reasons for Intervention by the Host Country 233

8.4.3 Reasons for Intervention by the Home Country 234

8.5  Government Policy Instruments and FDI 235
8.5.1 Host Countries: Promotion 235

8.5.2 Host Countries: Restriction 237

8.5.3 Home Countries: Promotion 237

8.5.4 Home Countries: Restriction 237

Chapter Summary 238 • Key Terms 239 • Talk About It 239

Teaming Up 239 • Ethical Challenge 239 • Writing Assignments 240

• PRACTICING INTERNATIONAL MANAGEMENT CASE 241

 Chapter 9 Regional Economic Integration 242
Nestlé’s Global Recipe 243

9.1  The Nature of Regional Integration Efforts 244
9.1.1 Levels of Regional Integration 244
9.1.2 The Case for Regional Integration 245
9.1.3 The Case Against Regional Integration 247

9.2  Integration in Europe 249
9.2.1 European Union 249
• CULTURE INSIGHTS: Doing Business in the Czech Republic 253

9.2.2 European Free Trade Association (EFTA) 255

A01_WILD0315_10_GE_FM.indd   9A01_WILD0315_10_GE_FM.indd   9 09/01/2023   16:5709/01/2023   16:57



10  CoNTENTS

9.3  Integration in the Americas 256
9.3.1 United States-Mexico-Canada Agreement (USMCA) 256
9.3.2 Central American Free Trade Agreement (CAFTA-DR) 258
9.3.3 Andean Community (CAN) 259
9.3.4 Southern Common Market (MERCoSUR) 259
9.3.5 Central America and the Caribbean 259

9.4  Integration in Asia and Africa 260
9.4.1 Comprehensive and Progressive Agreement for Trans-Pacific 
 Partnership (CPTPP) 260
9.4.2 Association of Southeast Asian Nations (ASEAN) 260
• GLOBAL MANAGER: The Ins and outs of ASEAN 260

9.4.3 Regional Comprehensive Economic Partnership (RCEP) 261
9.4.4 Asia Pacific Economic Cooperation (APEC) 261
9.4.5 Africa’s Integration Efforts 262

Chapter Summary 263 • Key Terms 264 • Talk About It 264

Teaming Up 264 • Ethical Challenge 264 • Writing Assignments 264

• PRACTICING INTERNATIONAL MANAGEMENT CASE 265

PART 4 International Financial System 266

 Chapter 10 International Financial Markets 266
Samsung’s Number Won 267

10.1  The International Capital Market 268
10.1.1 Benefits of the International Capital Market 268
10.1.2 International Bond Market 269
• CULTURE INSIGHTS: Big Results from Microfinance 270

10.1.3 International Equity Market 270
10.1.4 Eurocurrency Market 271

10.2  The Foreign Exchange Market 272
10.2.1 Functions of the Foreign Exchange Market 272
10.2.2 Exchange-Rate Risk 274

10.3  Currency Rates and Instruments 276
10.3.1 Spot and Forward Rates 276
10.3.2 Forward Contracts, Swaps, and options 276

10.4  Market Structure and Convertibility 278
10.4.1 Financial Centers 278
• GLOBAL MANAGER: Managing Foreign Exchange 279

10.4.2 Interbank Market 279
10.4.3 Currency Convertibility 279

Chapter Summary 281 • Key Terms 282 • Talk About It 282

Teaming Up 282 • Ethical Challenge 282 • Writing Assignments 282

• PRACTICING INTERNATIONAL MANAGEMENT CASE 283

 Chapter 11 International Monetary System 284
The Euro 285

11.1  Importance of Currency Values 286
11.1.1 Desire for Stability and Predictability 287
11.1.2 Efficient Versus Inefficient Market View 287
11.1.3 Forecasting Techniques 288
• CULTURE INSIGHTS: The Long Arm of the Law 288

11.2  Factors That Determine Exchange Rates 289
11.2.1 Law of one Price 289
11.2.2 Purchasing Power Parity 289
11.2.3 Evaluating Purchasing Power Parity 291

A01_WILD0315_10_GE_FM.indd   10A01_WILD0315_10_GE_FM.indd   10 09/01/2023   16:5709/01/2023   16:57



 CoNTENTS  11

11.3  Fixed Exchange-Rate Systems 292
11.3.1 The Gold Standard 292

11.3.2 Bretton Woods Agreement 294

11.4  Floating Exchange-Rate System 296
11.4.1 Today’s Exchange-Rate Arrangements 297

11.4.2 Recent Financial Crises 297
• GLOBAL MANAGER: Adjusting to Currency Swings 297

11.4.3 Future of the International Monetary System 300

Chapter Summary 300 • Key Terms 301 • Talk About It 302

Teaming Up 302 • Ethical Challenge 302 • Writing Assignments 302

• PRACTICING INTERNATIONAL MANAGEMENT CASE 303

PART 5 International Business Management 304

 Chapter 12 International Strategy and organization 304
Ryanair Soars Above 305

12.1  Company Analysis 306
12.1.1 Company Mission and Goals 306

12.1.2 Core Competency and Value Creation 307

12.1.3 Business Environment 309
• CULTURE INSIGHTS: Researching Business Environments 310

12.2  Strategy Formulation 310
12.2.1 Two International Strategies 310

12.2.2 Corporate-Level Strategies 312

12.2.3 Business-Level Strategies 312

12.2.4 Department-Level Strategies 314
• GLOBAL MANAGER: Questions to Ask Before Going International 315

12.3  Issues of Organizational Structure 315
12.3.1 Centralization Versus Decentralization 315

12.3.2 Coordination and Flexibility 316

12.4  Types of Organizational Structure 317
12.4.1 International Division Structure 317

12.4.2 International Area Structure 318

12.4.3 Global Product Structure 318

12.4.4 Global Matrix Structure 319

12.4.5 Work Teams 320

Chapter Summary 321 • Key Terms 322 • Talk About It 322

Teaming Up 322 • Ethical Challenge 322 • Writing Assignments 322

• PRACTICING INTERNATIONAL MANAGEMENT CASE 323

 Chapter 13 Analyzing International opportunities 324
Starbucks’ Global Expansion 325

13.1  Basic Appeal and National Factors 326
13.1.1 Identify Basic Appeal 326

13.1.2 Assess the National Business Environment 327
• GLOBAL MANAGER: Expanding Globally online 330

13.2  Measure and Select the Market or Site 330
13.2.1 Measure Market or Site Potential 330

13.2.2 Select the Market or Site 334

13.3  Secondary Market Research 335
13.3.1 Public Information Sources 336

13.3.2 Private Information Sources 337

13.3.3 Issues with Secondary Research 337

A01_WILD0315_10_GE_FM.indd   11A01_WILD0315_10_GE_FM.indd   11 09/01/2023   16:5709/01/2023   16:57



12  CoNTENTS

13.4  Primary Market Research 339
13.4.1 Trade Shows and Trade Missions 339
• CULTURE INSIGHTS: Is the World Your oyster? 340

13.4.2 Interviews and Focus Groups 340

13.4.3 Surveys and Environmental Scanning 341

13.4.4 Issues with Primary Research 341

Chapter Summary 342 • Key Terms 343 • Talk About It 343

Teaming Up 343 • Ethical Challenge 343 • Writing Assignments 344

• PRACTICING INTERNATIONAL MANAGEMENT CASE 345

 Chapter 14 Selecting and Managing Entry Modes 346
Marvel Entertains 347

14.1  Exporting and Countertrade 348
14.1.1 Why Companies Export 348

14.1.2 Developing an Export Strategy: A Four-Step Model 349

14.1.3 Degree of Export Involvement 350

14.1.4 Countertrade 352

14.2  Export/Import Financing 353
14.2.1 Advance Payment 353

14.2.2 Documentary Collection 353

14.2.3 Letter of Credit 354

14.2.4 open Account 355
• GLOBAL MANAGER: Collecting International Debts 356

14.3  Contractual Entry Modes 356
14.3.1 Licensing 356

14.3.2 Franchising 357

14.3.3 Management Contracts 359

14.3.4 Turnkey Projects 359

14.4  Investment Entry Modes 360
14.4.1 Wholly owned Subsidiaries 360

14.4.2 Joint Ventures 361

14.4.3 Strategic Alliances 362

14.4.4 Partner Selection 363
• CULTURE INSIGHTS: Negotiating Market Entry 364

Chapter Summary 364 • Key Terms 365 • Talk About It 365

Teaming Up 366 • Ethical Challenge 366 • Writing Assignments 366

• PRACTICING INTERNATIONAL MANAGEMENT CASE 367

 Chapter 15 Developing and Marketing Products 368
Wings for Life 369

15.1  Developing Product Strategies 370
15.1.1 Laws and Culture 370

15.1.2 Brand and Product Names 371

15.1.3 other Product Issues 372

15.2  Creating Promotional Strategies 373
15.2.1 Push and Pull Strategies 373
• GLOBAL MANAGER: Managing an International Sales Force 373

15.2.2 International Advertising 374

15.2.3 Communicating Promotional Messages 375

15.2.4 Blending Product and Promotional Strategies 376
• CULTURE INSIGHTS: Localizing Digital Advertising 377

15.3  Designing Distribution Strategies 378
15.3.1 Designing Distribution Channels 378

15.3.2 Special Distribution Issues 379

A01_WILD0315_10_GE_FM.indd   12A01_WILD0315_10_GE_FM.indd   12 09/01/2023   16:5709/01/2023   16:57



 CoNTENTS  13

15.4  Developing Pricing Strategies 380
15.4.1 Worldwide Pricing 380

15.4.2 Dual Pricing 380

15.4.3 Factors That Affect Pricing Decisions 381

Chapter Summary 382 • Key Terms 383 • Talk About It 383

Teaming Up 384 • Ethical Challenge 384 • Writing Assignments 384

• PRACTICING INTERNATIONAL MANAGEMENT CASE 385

 Chapter 16 Managing International operations 386
Toyota Races Ahead 387

16.1  Production Strategy 388
16.1.1 Capacity Planning 388

16.1.2 Facilities Location Planning 388

16.1.3 Process Planning 390

16.1.4 Facilities Layout Planning 391

16.2  Acquiring Physical Resources 391
16.2.1 Reasons to Make 392

16.2.2 Reasons to Buy 393

16.2.3 Raw Materials 394

16.2.4 Fixed Assets 394

16.3  Key Production Concerns 395
16.3.1 Quality Improvement Efforts 395
• GLOBAL MANAGER: World-Class Standards 396

16.3.2 Shipping and Inventory Costs 396

16.3.3 Reinvestment versus Divestment 396

16.4  Financing Business Operations 397
16.4.1 Borrowing 397

16.4.2 Issuing Equity 398

16.4.3 Internal Funding 399
• CULTURE INSIGHTS: Financing Business from Abroad 399

16.4.4 Capital Structure 400

Chapter Summary 401 • Key Terms 402 • Talk About It 402

Teaming Up 402 • Ethical Challenge 402 • Writing Assignments 402

• PRACTICING INTERNATIONAL MANAGEMENT CASE 403

 Chapter 17 Hiring and Managing Employees 404
IKEA Togetherness 405

17.1  International Staffing Policies 406
17.1.1 Ethnocentric Staffing 406

17.1.2 Polycentric Staffing 408

17.1.3 Geocentric Staffing 408

17.2  Recruiting and Selecting Human Resources 409
17.2.1 Human Resource Planning 409
• GLOBAL MANAGER: Growing Global 409

17.2.2 Recruiting Human Resources 410

17.2.3 Selecting Human Resources 410

17.2.4 Culture Shock 411

17.2.5 Reverse Culture Shock 411
• CULTURE INSIGHTS: A Shocking ordeal 412

17.3  Training and Development 413
17.3.1 Methods of Cultural Training 413

17.3.2 Compiling a Cultural Profile 414

17.3.3 Nonmanagerial Worker Training 414

A01_WILD0315_10_GE_FM.indd   13A01_WILD0315_10_GE_FM.indd   13 09/01/2023   16:5709/01/2023   16:57



14  CoNTENTS

17.4  Compensation, Labor, and Management 415
17.4.1 Managerial Employees 415

17.4.2 Nonmanagerial Workers 416

17.4.3 Labor–Management Relations 416

Chapter Summary 418 • Key Terms 419 • Talk About It 419

Teaming Up 419 • Ethical Challenge 420 • Writing Assignments 420

• PRACTICING INTERNATIONAL MANAGEMENT CASE 421

Endnotes 422
Glossary 435
Name Index 443
Subject Index 445

A01_WILD0315_10_GE_FM.indd   14A01_WILD0315_10_GE_FM.indd   14 09/01/2023   16:5709/01/2023   16:57



15

Dear Friends and Colleagues,

As we roll out the new edition of International Business, we thank each of 
you who provided suggestions to enhance our text. This new edition reflects 
the advice and wisdom of many dedicated reviewers and instructors. 
Together, we created the most readable, concise, and innovative international 
business text available today.

As teachers, we know how important it is to select the right materials for 
our course. Instructors say this text’s clear and lively writing style helps 
students learn and appreciate international business. Our approach also 
includes a concise and clutter-free style. This is a competitive advantage that 
will never be sacrificed.

International Business is now available in Revel®, a powerful interactive  
learning platform. Fully digital, Revel blends our author-created narrative, 
media, and assessment. Revel is mobile so students can learn anytime, 
anywhere, on any device. Even if you assign International Business as 
an eBook or printed rental, students will benefit from this text’s learning 
platform.

We owe the success of this text to you, our colleagues, and our students 
who keep us focused on evolving educational needs. In this era of rapid global 
change, we continue to instill in our students a passion for international 
business and to equip them with the skills and knowledge needed to compete. 
Please accept our heartfelt thanks and know that your input is reflected in 
everything we write.

John J. Wild

Kenneth L. Wild
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Preface
Welcome to the tenth edition of International Business: The Challenges of Globalization. As in 
previous editions, this text evolved from extensive market surveys, chapter reviews, and corre-
spondence with scores of instructors and students. We are delighted that an overwhelming num-
ber of instructors and students agree with our approach to international business. The reception 
of this text in the United States and across the world has exceeded all expectations.

This text is the most reliable travel companion available to accompany students on their 
journey through international business. It motivates the reader by making international business 
thought-provoking and accessible. It embraces the central role of culture and other environmen-
tal factors in international business. Each chapter is infused with real-world discussion, while 
underlying theory appears in the background where it belongs. Terminology is used consis-
tently, and theories are explained in direct and concise terms. This text’s visual style is innova-
tive yet subtle, and carefully balances the use of photos, illustrations, and features. The result is 
an easy-to-read and clutter-free design.

New to This Edition
•	 NEW Chapter 2: Ethics, Social Responsibility, and Sustainability. This new chapter 

explains the moral foundations of ethical business in clear, accessible terms. It describes 
how international managers contend with ethical dilemmas and manage businesses 
in a socially responsible manner for all stakeholders. It also presents the drive toward 
 sustainability and a more circular economy. The chapter closes by addressing diversity, 
equity, and inclusion in a global context.

•	 Reduced complexity of foreign exchange in Chapter 10: International Financial 
 Markets. Students sometimes struggle with foreign exchange, so we removed  topics 
not central to the core chapter lessons. Gone are explanations of quoted and base 
 currencies, direct and indirect quotes, calculating cross rates, and the chapter’s appendix of 
 calculations. Also removed is the lengthy currency table easily found online today.

•	 Revised and simplified economic theories in Chapter 11: International Monetary  
System. Feedback tells us that students struggle with the complexity of the law of one 
price and purchasing power parity theories. Coverage of these theories is highly condensed 
and now focuses on the essential, need-to-know aspects. Each theory is presented in our 
trademark straightforward style and explained with uncomplicated examples.

•	 NEW and significantly revised opening vignettes and case studies of high-interest 
 companies. Each brief company profile previews topics covered in the chapter.  Examples 
include Apple, Netflix, Spotify, TikTok, Tesla, Vans, Paytm of India, and Tony’s 
Chocolonely of the Netherlands. Many chapters close with cases that feature these same 
companies to illustrate topics presented in the chapter.

•	 Employability skills emphasized in the pedagogy. The text, group projects, debates, 
shared writing exercises, and case studies help students to enhance skills that will increase 
their value in a digital economy. This edition expands student opportunities to develop 
key skills, including knowledge application and analysis, reflective (critical) thinking, 
 communication, and ethical understanding and social responsibility, among others.

•	 NEW art and media program. New maps, figures, graphs, tables, photos, and videos help 
bring international business to life.
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Chapter-by-Chapter Changes in this Edition
All Chapters New and updated company profiles begin every chapter

New and updated cases end every chapter
New and interesting examples illustrate concepts
New maps, figures, graphs, tables, and photos throughout
All chapters after Chapter 1 are renumbered (Old Chapter 2 is now Chapter 3, etc.)

Chapter 1 Updated opening vignette: Apple’s Global iMpact
New material on e-commerce, the Internet of Things, and digital transformation
New coverage of the pandemic’s impact on business and society
New graphs on world trade and new map on nations’ extent of globalization
Condensed globalization debate to one learning objective from three
Updated employability skills (workplace skills)
New case: Apple’s Global Strategy

Chapter 2 ALL NEW chapter on Ethics, Social Responsibility, and Sustainability
Opening vignette: Tony’s Chocolonely
Ethics theories explained in straightforward terms
Covers ethical dilemmas, stakeholder theory, climate change, DEI efforts
Figures show carbon emissions and demonstrate a circular economy
New case: Big Chocolate’s Big Problem

Chapter 3 New opening vignette: Vans: Off The Wall
Additional coverage of cross-cultural literacy and new graphics
New map and expanded content reveal nations’ social mobility scores
New maps show religious affiliations globally
Updated Hofstede tables to include African and Arab countries
New case: Off The Wall with Vans and VF Corporation

Chapter 4 New opening vignette: TikTok Rocks
Streamlined coverage of the three types of economic systems
New map shows nations’ levels of economic freedom
Updated intellectual property and other topics in legal systems
New case: TikTok and the Big-Tech Crackdown

Chapter 5 New opening vignette: Paytm in India
Updated shadow economies in gross domestic product coverage
New map shows national rankings on the Human Development Index
Condensed coverage of political risk and how it can be managed
New case: Paytm Pays Off for India

Chapter 6 New opening vignette: Tesla Charges Ahead
New map and coverage of the economic importance of trade
New graphic shows relation between world trade and world output
New diagram shows Porter’s national competitive advantage diamond
New case: Tesla Drives EV Market Growth

Chapter 7 New opening vignette: Netflix Reinvents TV
Updated examples of motives for trade intervention
New examples on geopolitics, carbon pricing, and intellectual property
Updated recent performance of the World Trade Organization
New case: Netflix and Trade in Digital Services

Chapter 8 New opening vignette: Spotify for Every Mood
Updated figure shows global flows of foreign direct investment (FDI)
New graphs of FDI inflows and outflows for developed vs. developing nations
Significant revision of government FDI intervention and policy instruments
Simplified balance of payments explanation
New case: Taking Local Sounds Global
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Chapter 9 Updated opening vignette: Nestlé’s Global Recipe
Improved clarity in figure of regional integration types
Updated and revised European Union content
New coverage of integration in Africa, Asia-Pacific, and North America
Condensed or removed several small trade agreements
New case: Nestlé Adapts to Regional Integration

Chapter 10 New opening vignette: Samsung’s Number Won
Condensed introduction to capital markets
New section on transaction, translation, and economic exposure
Removed quoted and base currencies, and direct and indirect quotes
Removed currency tables, cross rates, and calculations appendix
New case: Samsung’s Earnings and the Won

Chapter 11 Updated opening vignette: The Euro
Updated currency values in figures and examples
Simplified coverage of law of one price and purchasing power parity
Removed coverage of the defunct European monetary system
New case: Argentina Survives a Crisis—Again

Chapter 12 Updated opening vignette: Ryanair Soars Above
Revised value chain coverage and added glossary terms
New box on researching business environments
Revised low-cost leadership strategy for clarity and brevity
Updated examples using technology products and popular brands
New case: Flying High with Low Fares

Chapter 13 Updated opening vignette: Starbucks’ Global Expansion
New examples and anecdotes of market and site selection
Condensed national business environment screening process
New map showing number of mobile phone subscribers per nation
Updated secondary research sources for use in country analysis
Updated case: Vietnam’s Robust Economic Growth

Chapter 14 Updated opening vignette: Marvel Entertains
Expanded table of top US trade partners
New examples illustrating countertrade
Absorbed last section on partnership issues throughout the chapter
New case: Marvel’s Cinematic Universe

Chapter 15 Updated opening vignette: Wings for Life
Removed discussion of national image
Revised section on counterfeit goods
New, updated, and revised marketing examples
New case: Red Bull’s Marketing Energy

Chapter 16 Updated opening vignette: Toyota Races Ahead
Added coverage of pandemic’s effect on supply chains
Revised reinvestment vs. divestment section for brevity
Updated exercises and writing assignments
Updated case: Just-in-Time Plus Just-in-Case

Chapter 17 New opening vignette: IKEA Togetherness
Revised cultural training methods and added glossary terms
Updated sources used to compile a cultural profile
Condensed compensation and labor issues into one section from two
New case: IKEA’s HR Leadership
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Solving Teaching and Learning Challenges
International business is a dynamic and exciting subject that deserves an enjoyable and well-
written text. This is an easy-to-read and timely text written in a concise and straightforward 
manner. This International Business text helps solve several teaching and learning challenges.

Motivating Students of International Business
Students need to be motivated to read course materials. This text uses students’ inherent 
 curiosity of other cultures to pique their interest. We introduce culture in Chapter 3 and  
return to it often to encourage students to engage with the text. We illustrate concepts  
with thought-provoking, real-world examples at the intersection of international business  
and culture.

Culture Insights boxes illustrate how culture is related to key chapter topics. For example, 
one chapter presents the debate about whether or not globalization harms local cultures. 
Another box shows how entrepreneurs use knowledge of local cultures to succeed in business. 
The use of culture in this way keeps the subject lively and accessible for students.

Making International Business Relevant
Students search for the relevance of certain international business concepts to their future 
careers. This text enlivens topics such as trade and investment theories, political and economic 
systems, foreign exchange, and the international monetary system. We present complex or 
abstract material in straightforward terms with vivid illustrations to make international business 
interesting and relevant.

Global Manager boxes reveal how some seemingly abstract issues are relevant to entre-
preneurs, small businesses, and the world’s largest companies. Topics include obtaining capital 
to finance international expansion and how to be mindful of personal security while abroad 
on business. Students are more eager to study course materials when they see the managerial 
implications of topics and their real-world applications.
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Providing Context for International 
Business
Students try to visualize how the many diverse elements 
of international business come together. International 
business covers a range of subjects, including culture, 
politics, law, economics, globalization, trade, market-
ing, human resources, and supply chain management, to 
name a few. Students benefit when material is presented 
with a structured framework that illustrates how all 
these parts fit together.

The Global Business Environment model shown 
here and detailed in Chapter 1 is a unique organizing 
framework that illustrates how the elements of inter-
national business are related. It depicts a dynamic, 
integrated system that weaves together national and 
international business environments and international 
business management within the context of the global 
business environment.

Tools for Active Learning
Instructors need a comprehensive set of tools to evaluate students’ understanding of concepts. 
Carefully chosen assignment materials in this text span the full range of complexity to test 
students’ knowledge and ability to apply key principles. Assessment materials are often experi-
ential in nature to help students develop decision-making skills. These tools for active learning 
help instructors to evaluate student progress.

•	 Quick Study concept checks at the end of each learning objective verify that students have 
learned key terms and concepts before moving on. In the Revel text, students obtain imme-
diate feedback on answers they provide.

•	 Teaming Up projects go beyond the text and require students to collaborate in teams to 
 conduct interviews, research other countries, hold in-class debates, or come together in 
breakout sessions.

•	 Talk About It questions raise important issues confronting  entrepreneurs, international 
 managers, policy makers, consumers, and others. Questions can be assigned as homework 
or for in-class discussion.

92  PART 1 • GlobAl businEss EnViRonMEnT

 2-1. The actions taken by companies and their employees are seemingly always in the 
spotlight because of the ubiquity of social media. One ethical misstep can cause a 
company tremendous reputational damage. What steps can a multinational company 
take to avoid potential ethical lapses? How important are codes of ethics in maintain-
ing corporate integrity?

 2-2. Companies are increasingly pressured to conduct their activities in a way that 
 benefits all stakeholders. This can be a daunting task, especially for small  businesses. 
Should a company prioritize its stakeholders and focus most of its efforts on 
 satisfying the most important ones? Do you think benefit corporations are the way  
of the future in global business?

 2-3. Proponents of the circular economy say that it is the only responsible way forward 
for the global economy. Describe the advantages of a circular economy. Do you 
think the world can move toward greater circularity? Select a company that you 
think can reduce its carbon footprint. What specific things might the company do to 
improve its circularity?

Talk About It

Teaming Up You are the production director of a manufacturing company. In a highly competitive market, 
you carry out all of the major manufacturing tasks in a neighboring country as the wage levels 
there are 40 percent lower than in your own country. The near-finished items are then shipped 
by rail to be completed in your domestic factories, allowing you to claim they are made in your 
own country. 

 2-4. How would you get around the ethical implications that this arrangement creates?
 2-5. How might you explain your decision to carry out manufacturing in the lower-wage 

country as being fair and respecting the rights of the workforce there?

Ethical Challenge You are the CEO of a major clothing manufacturer based just outside Manila, Philippines. Over 
80 percent of your output sees you operating as a third-party manufacturer for several global 
brands. All of these clients are keen to promote their green credentials to appeal to their Millen-
nial and Gen Z consumers. Clients are beginning to demand you follow this trend. 

 2-6. Clients are asking you to show that you are sustainable, eco-friendly, and natural. Your 
company’s response has been described as green-washing. What are the ethical impli-
cations of this? 

 2-7. Although there is demand from clients to be more sustainable, many of your regional 
competitors seem to be able to continue with unsustainable production processes yet 
claim they are ethical or eco-friendly. How could they be doing this? 

 2-8. You decide to announce that all your products are 100-percent-organic cotton, and 
that they are cruelty-free. You hope this will satisfy your clients. Do you think this is 
sufficient?

 2-9. Your clients remain largely unconvinced; the largest, which accounts for nearly a 
quarter of all your output, has reiterated the point in an email stating their intention to 
“focus on supply chain partners with a holistic approach to sustainability.” What does 
this mean and what are the implications for you? 

Writing Assignments  2-10. Globalization and increased cross-cultural business bring moral issues and 
 competitiveness front and center today. Why is it important for companies to take a 
position on social issues and build a business based on integrity?

 2-11. Many companies get involved in environmental, or “green,” issues to demonstrate their 
social responsibility. How might a company align its social responsibility efforts with 
its strategy? Provide specific examples.
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•	 Ethical Challenge exercises 
ask students to assume the 
role of a manager, government 
official, or other individual and 
consider how they would react 
to an ethical dilemma based on 
facts presented.

•	 Practicing International 
 Management cases ask 
 students to  analyze and respond 
to  real-world companies’ issues, 
problems, and opportunities that 
are presented in each chapter.
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80 percent of your output sees you operating as a third-party manufacturer for several global 
brands. All of these clients are keen to promote their green credentials to appeal to their Millen-
nial and Gen Z consumers. Clients are beginning to demand you follow this trend. 

 2-6. Clients are asking you to show that you are sustainable, eco-friendly, and natural. Your 
company’s response has been described as green-washing. What are the ethical impli-
cations of this? 

 2-7. Although there is demand from clients to be more sustainable, many of your regional 
competitors seem to be able to continue with unsustainable production processes yet 
claim they are ethical or eco-friendly. How could they be doing this? 

 2-8. You decide to announce that all your products are 100-percent-organic cotton, and 
that they are cruelty-free. You hope this will satisfy your clients. Do you think this is 
sufficient?

 2-9. Your clients remain largely unconvinced; the largest, which accounts for nearly a 
quarter of all your output, has reiterated the point in an email stating their intention to 
“focus on supply chain partners with a holistic approach to sustainability.” What does 
this mean and what are the implications for you? 

Writing Assignments  2-10. Globalization and increased cross-cultural business bring moral issues and 
 competitiveness front and center today. Why is it important for companies to take a 
position on social issues and build a business based on integrity?

 2-11. Many companies get involved in environmental, or “green,” issues to demonstrate their 
social responsibility. How might a company align its social responsibility efforts with 
its strategy? Provide specific examples.
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 competitiveness front and center today. Why is it important for companies to take a 
position on social issues and build a business based on integrity?

 2-11. Many companies get involved in environmental, or “green,” issues to demonstrate their 
social responsibility. How might a company align its social responsibility efforts with 
its strategy? Provide specific examples.

M02_WILD0315_11_GE_C02.indd   92M02_WILD0315_11_GE_C02.indd   92 05/12/2022   17:1405/12/2022   17:14

 CHAPTER 16 • MAnAging inTERnATionAl oPERATions   403

PRACTICING INTERNATIONAL MANAGEMENT CASE

Just-in-Time Plus Just-in-Case

Toyota Motor Corporation is one of the world’s most respected 
companies. It thrives by overcoming every obstacle it faces, 

whether it is an economic downturn, slack demand, natural disaster, 
or global pandemic. Toyota’s production system is key to its suc-
cess, and many companies have implemented a similar approach in 
their own operations.

Toyota first began producing cars in 1937. In the mid-1950s, a 
Toyota machinist named Taiichi Ohno began questioning the way 
that car companies managed production. Concerned about quality 
and efficiency, Ohno noted how supermarkets, unlike carmakers, 
did not maintain large inventories of all their products. Instead, they 
ordered specific merchandise from suppliers as inventories dipped. 
Ohno then introduced just-in-time inventory practices to automobile 
production. This approach became known as the Toyota Production 
System (TPS).

Toyota’s just-in-time approach eliminates inventory buildup 
by identifying parts that are in short supply during the assembly  
process. Suppliers of those parts are then notified to make a delivery 
to the facility. Toyota’s system also relies on groups of workers to 
suggest ways to improve the work process and make better cars. The 
entire TPS is based on jidoka, which literally means “automation.” 
But at Toyota the word expresses management’s faith in the worker 
as a human being and a thinker.

The year 2021 was tough for automobile producers, including 
Toyota. Vehicles today require a large number of semiconductors 
(computer chips), and a chip shortage hampered worldwide auto 
production. The shortage arose from pandemic-induced lockdowns 
and labor shortages as well as other factors. An unusual snowstorm 
in Texas in February 2021 disrupted the chip fabrication facilities 
of Infineon and other companies. A fire in March at Japanese chip 
supplier Renesas destroyed $156 million of inventory and slowed 
production for months. And a drought in Taiwan slowed chip output 
because semiconductor production requires large amounts of water 
to wash away chemicals.

Decades after Toyota laid the groundwork for its TPS system, 
the results speak for themselves. Toyota prevailed despite a global 
pandemic and low semiconductor supplies. In 2021, Toyota sold 
more cars than GM in the United States for the first time ever. 
Every year since 1931, when GM overtook Ford in sales, GM sold 
more cars in the US market than any other automaker. Also in 
2021, Toyota dethroned Volkswagen as the world’s top producer of  
automobiles. To understand how Toyota overcame a global semi-
conductor shortage to outproduce its rivals, we need to explore 
Toyota’s response to an event one decade earlier.

An earthquake-caused tsunami in 2011 devastated the coastline 
region of Japan’s Fukushima prefecture and caused an accident at 
a nuclear energy facility. In addition to the human tragedy, the dev-
astation disrupted industrial activity for many Japanese companies, 
including Toyota. So Toyota examined the 25,000 to 30,000 parts 
that go into one of its autos. It discovered that around 1,400 of those 
parts are crucial components for which there is no easy substitute, 
such as brakes, motor parts, and computer chips.

To help safeguard its auto production in future emergencies, 
Toyota demanded that suppliers maintain higher inventories for its 
must-have components. For example, chip suppliers now maintain 
an inventory equal to six months’ worth of Toyota’s needs. Toyota 
also sources components from multiple companies so that it can 
switch suppliers quickly if one supplier experiences problems.

Toyota then created a database of its suppliers and its suppli-
ers’ suppliers, which it calls its RESCUE (REinforce Supply Chain 
Under Emergency) system. In case of an emergency, Toyota’s sup-
ply chain managers use RESCUE to identify at-risk components 
and suppliers and adapt quickly to unfolding events. The changes 
Toyota made in its inventory management after the 2011 Fukushima 
disaster led directly to its reserve of semiconductors and other cru-
cial components. Toyota was able to continue production when 
many other companies needed to shut down operations.

Today, Toyota’s inventory system is based on just-in-time prin-
ciples plus a dose of just-in-case readiness. Companies using just-
in-time practices might want to once again follow Toyota’s lead and 
re-examine their inventory systems to ensure their own prepared-
ness for unexpected events.7

Thinking Globally

 16-11. Why do you think Toyota itself does not produce more of 
the crucial parts that go into their automobiles and electric 
vehicles? Which reasons to buy do you think outweigh 
reasons to make?

 16-12. Why do you think Toyota is investing near its assembly 
operations in the US market and elsewhere? Identify as 
many motives as you can in its home country, Japan, and 
target markets.

 16-13. Scientists warn that climate change will increase weather-
related difficulties for companies. Can you think of 
precautions that companies could take to protect their 
operations? Explain.

 16-14. For a product you are relatively familiar with and that is 
composed of several or more parts, which ones do you 
think are “must-have” components? How many of those 
parts does the producer itself make?
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Developing Employability Skills
Some students enrolled in this course are majoring in international business or a related area. 
Other students are not business majors and are taking this course to gain insight into how busi-
nesses operate in the global economy today. Regardless of the chosen field of study, this course 
helps students develop useful capabilities we call employability skills.

•	 Knowledge application and analysis refers to one’s ability to learn a concept and appro-
priately apply that knowledge in another setting to achieve a higher level of understanding. 
 Business innovation is an underlying theme of this text. Students will discover that applica-
tion of knowledge is key to innovation—experimenting, learning, applying knowledge, and 
evaluating. They will learn how innovation, or a lack of it, influences a company’s success 
or failure. Students apply these skills in many assignments, projects, cases, and the market 
entry strategy project that is included with the Revel digital version of this text.

•	 Reflective (critical) thinking involves purposeful and goal-directed thinking used to 
define and solve problems, make decisions, or form judgments related to a set of circum-
stances. For example, this text asks students to use critical thinking skills to examine how 
a country develops its political, economic, and legal systems into a complex arrangement 
to achieve its goals. Students also use their reflective or critical thinking skills to formu-
late answers to many exercises in this text. The text also asks students to develop their 
 analytical thinking skills, which involves drawing a conclusion from a pattern of facts.

•	 Communication skills involve the use of oral, written, and nonverbal language, along with 
technology, to communicate ideas effectively and to listen intently. This text teaches that 
articulating one’s thoughts and ideas in another language and culture should be done carefully 
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to not offend the values and beliefs of others. Journaling prompts and other exercises ask stu-
dents to craft appropriate responses to specific situations in which they place themselves. Other 
assessments require students to communicate effectively with others in shared writing exer-
cises, team exercises, and debates.

•	 Ethical understanding and social responsibility are sets of guiding principles that influ-
ence the way individuals and organizations behave within society. Students will encounter 
scenarios of personal ethics and reasoning throughout this text. They will read how manag-
ers made ethical decisions under specific circumstances and how they fared. And ethics 
exercises ask students to put themselves in a manager’s position and decide how to handle 
an ethical dilemma.

Instructor Teaching Resources
For more information and resources, visit http://www.pearson.com/
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 1.1 Identify the types of companies active in international business.

 1.2 Explain globalization and the significance of global markets and production.

 1.3 Detail the forces that drive globalization.

 1.4 Summarize the main arguments in the debate about globalization.

 1.5 Identify the skills this course will help you develop for your career.

Learning Objectives

After studying this chapter, 
you should be able to

Globalization 
Today

Chapter One 

A Look at This Chapter

This chapter defines the scope 
of international business and  
introduces us to some of its most 
important topics. We begin by  
identifying the key players in  
international business today.  
We then present globalization, 
describing its influence on markets 
and production, and the forces 
behind its growth. Next, we analyze 
each main argument in the debate 
about globalization. This chapter 

closes by describing how this course 
can help develop your employability 
skills and by presenting a model 
of an integrated global business 
environment.

A Look Ahead

Chapter 2 introduces us to  
ethics and key ethical situations 
companies confront in international 
business. We present the importance 
of corporate social responsibility 
and managing for all stakeholders 
in international business. We also 
discuss the drive toward sustainability 
and a circular economy. Finally, we 
address the additional key issues 
of corruption, human rights, and 
efforts toward diversity, equity, and 
inclusion.

1 Global Business EnvironmentPart
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Apple’s Global iMpact
CUPERTINO, California—The Apple iPhone was the world’s first-ever smartphone and 
gave people mobile computing power they never had before. The business models of 
Uber and Lyft are entirely based on smartphone technology. Companies like TikTok and 
applications like WhatsApp owe their success to the popularity of smartphones. Steve 
Jobs once explained that the “i” in iPhone refers mainly to the internet but also stands 
for individual, instruct, inform, and inspire.

Apple earns around 80 percent 
of its revenue outside the United 
States. Globalization benefits Apple 
enormously and is at the core of its 
global strategy. Globalized produc-
tion allows Apple to source parts 
and components worldwide and to 
assemble its devices wherever it is 
most cost effective. Apple’s hun-
dreds of suppliers are based in as 
many as 50 countries depending on 
the device produced. And globalized 
markets means that Apple can sell 
its products worldwide with little or 
no modification.

Despite the opportunities that 
globalization provides Apple and 
other companies, there are chal-
lenges too. Cultural, political, and 
economic tensions can trigger rising nationalism. A US–China trade war caused a back-
lash against US imports to China and hurt Apple’s iPhone sales there. Lower-priced 
 Chinese competitors improved their smartphones and took market share from Apple. 
As you read this chapter, consider how the many aspects of globalization impact the 
activities of international companies everywhere.1

David Grossman/Alamy Stock Photo
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Every day, each of us experiences the fruits of international business transactions as we go 
about our routines. Picture the following: You awaken and turn off the alarm coming from your 
Apple iPhone, which was designed in the United States and assembled in China with parts from 
Japan, South Korea, Taiwan, and several other places. You pop in your AirPods and over a quick 
breakfast listen to a podcast that was produced by Britain’s BBC radio. You slip on your Calvin 
Klein T-shirt and jeans made in India and jump into your Vans shoes that were made in Vietnam. 
You head out the door and hop into your Korean Hyundai that was made in Alabama. You hit the 
drive-through at the Starbucks along your route to campus for a latte brewed from beans harvested 
in Colombia and Ethiopia. Your day is just one hour old, but in a way, you’ve already taken a vir-
tual trip around the world. A quick glance at the “Made in” tags on your jacket, backpack, wallet, 
or other items you have with you right now will demonstrate the pervasiveness of international 
business transactions. How each of these products was designed and made and how each became 
available for you to purchase is a result of international business transactions.

International business is any commercial transaction that crosses the borders of two or more 
nations. You don’t have to set foot outside a small town to find evidence of international business. 
It reaches into each of our lives in ways we don’t often realize. No matter where you live, you’ll be 
surrounded by imports—goods and services purchased abroad and brought into a country. Your 
counterparts around the world will undoubtedly spend some part of their day using your nation’s 
exports—goods and services sold abroad and sent out of a country. Every year, all the nations 
of the world export goods worth around $19 trillion and export services worth nearly $6 trillion. 
To put it in perspective, this figure for merchandise exports is around 40 times the annual global  
revenue of Amazon.2

This book describes the work and responsibilities of managers in an international business. 
It covers an extraordinarily wide range of topics that influence international business activities. 
We begin this chapter with an overview of the subject and an introduction to the key players in 
international business. Then, we describe globalization’s powerful influence on markets and pro-
duction and explain the forces behind its expansion. Next, we cover each main point in the debate 
about globalization, including jobs, wages, income inequality, culture, and more. Then, we explain 
how this course will help you develop employability skills, such as application of knowledge, 
reflective thinking, communication, and ethics. Finally, we explain why international business is 
special by presenting an integrated model of the global business environment.

1.1 Introduction and Key Players
International business is rooted in the cultural, political, economic, and legal moorings of nations. 
The study of international business involves learning about government policies, company activi-
ties, the work of managers, the work and social lives of ordinary people, and a host of social 
issues. People are at the center of each of these topics and are what makes international business 
a dynamic and thrilling journey of discovery.

There are periods of international cooperation among nations and periods of pullback. 
 Sometimes nations quarrel over international trade and foreign direct investment policies and 
other times find themselves working closely together. This geopolitical tension or cooperation then 
has ripple effects for international companies, managers, workers, and consumers. The ebb and 
flow of international political and economic cooperation is a hallmark of international business. 
Each generation faces its own issues, and international business today presents new challenges 
and opportunities within a new set of realities.

Relations between China and the United States are going through a difficult period. Much of 
this has to do with fundamental differences between these countries’ cultures and systems of politics 
and economics. The US government barred US companies from doing business with China-based 
telecom company Huawei without government approval primarily because it feared China’s leaders 
could use Huawei to commit espionage. This followed revelations that Super Micro Computer of San 
Jose, California, sold computer servers to US businesses containing hidden computer code in chips 
as well as extra chips that sent information to Chinese intelligence services. These types of events 
reinforce calls for tighter control over global supply chains to reduce geopolitical risk.3

The vulnerability of companies’ supply chains has become apparent. Rather than maintain 
large inventories of component parts, many industries depend on suppliers to deliver parts to the 

1.1  Identify the types 
of companies active in 
 international business.

international business
Commercial transaction that 
crosses the borders of two or more 
nations.

imports
Goods and services purchased 
abroad and brought into a country.

exports
Goods and services sold abroad 
and sent out of a country.
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production process as they are needed. A global shortage of semiconductors arose from high 
demand for consumer electronics and electric vehicles starting in 2020. This caused a short-
age of computer chips for braking systems and dashboard displays that forced General Motors, 
 Volkswagen, and other carmakers to close factories temporarily. The chip shortage caused the 
global auto industry to produce at least 1.5 million fewer cars in 2021.4 Shipment delays and 
shortages struck supplies of all sorts of products. Companies began to shelter needed parts from 
negative surprises by diversifying supply chains and returning some of them to domestic markets.

Across the world, the Covid-19 pandemic caused many businesses to fail while entrepre-
neurs and other firms sprang into action to satisfy the needs of businesses, hospitals, schools, and 
individuals in dire straits. The pandemic changed how we studied, worked, dined, socialized, and 
entertained ourselves. Almost overnight, “going to school” and “going to work” meant finding a 
quiet place in the home to use a laptop or phone plus video software to log in to online classes and 
meetings. Demand shot up for video-meeting software such as Cisco’s Webex meetings, Zoom 
meetings, Microsoft Teams, Google Meet, and more.

A person’s job is a key component of their identity and helps determine their standard of 
living and certain aspects of their lifestyle. The pandemic allowed many white-collar employees 
to work from home. After the pandemic subsided, some of them adopted a hybrid arrangement 
where they spend a portion of the week working from home and a portion in the office. Blue-
collar workers and front-line employees, however, still needed to show up for work during the 
pandemic. Some companies rewarded their employees with bonuses for their efforts in keeping 
essential goods and services available for the rest of society.5

International business is also about the work of executives and managers. The ways they 
lead their teams of employees are distinctive across cultures. There are similarities, certainly, but 
culture helps determine how leaders motivate others and accomplish business objectives. Leadership 
everywhere is as much an art as a science. Managers in other cultures need to know what it takes 
to motivate team members to dedicate themselves to their work. And an expatriate manager posted 
abroad who has a grasp of local beliefs and desires can increase their probability of success.

Now the 21st century digital economy is transforming the nature of the skills that businesses 
require of their employees. As companies undertake digitalization to make productive use of data, 
work in all sorts of occupations and industries is becoming more complex. In turn, employees are 
being encouraged to hone a range of technical and social skills and engage in lifelong learning.

We touch on these and other topics in this first chapter and throughout this book. So, let’s 
begin our journey by exploring the kinds of companies that engage in international business.

The first Industrial Revolution 
was driven by steam power, the 
second by electricity, and the third 
by digital technologies. This fourth 
Industrial Revolution is driven by 
artificial intelligence, biotechnology, 
quantum  computing, and more. It 
is blending our digital, physical, 
and biological worlds and creating 
vehicles that drive themselves, 
robot arms used in smart factories, 
and other innovations. How might 
the fourth Industrial Revolution 
alter the production, marketing, 
and other management activities 
of companies?

Jenson/Shutterstock
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1.1.1 Key Players in International Business
Companies of all types and sizes and in all sorts of industries become involved in international 
business although they vary in the extent of their involvement. A small shop owner might only 
import supplies from abroad, whereas a large company might have dozens of factories and retail 
stores located worldwide. Large companies from the highest-income nations still dominate 
 international business. But firms from emerging markets (such as Brazil, China, and India) now 
vigorously compete for global market share. Small and medium-sized companies are also increas-
ingly active in international business, largely because of advances in technology.

A multinational corporation (MNC) is a business that has direct investments (in the form 
of marketing or manufacturing subsidiaries) abroad in multiple countries. A company that invests 
directly in operations abroad engages in foreign direct investment—the purchase of physical 
assets or a significant amount of the ownership of a company in another country to gain a measure 
of management control. In addition to importing and exporting, it is the third main way companies 
engage in international business activity.

Multinationals generate significant jobs, investment, and tax revenue for the regions and 
nations they enter. Likewise, they can leave thousands of people out of work when they close 
or scale back operations. Mergers and acquisitions between multinationals are commonly worth 
billions of dollars and increasingly involve companies based in emerging markets.

Some companies have more employees than the number of people living in some small coun-
tries and island nations. Walmart, for example, has 2.3 million employees. We see the enormous 
economic clout of multinational corporations when we compare the revenues of the Global 500 
ranking of companies with the value of goods and services that countries generate. Figure 1.1 shows 

multinational corporation 
(MNC)
Business that has direct investments 
abroad in multiple countries.

foreign direct investment
Purchase of physical assets or a 
significant amount of the ownership 
of a company in another country 
to gain a measure of management 
control.

Figure 1.1 
Comparing the World’s 
Largest Companies with 
Selected Countries

Source: Based on data obtained from 
 “Fortune Global 500: The 500 Largest 
 Corporations in the World” (www.fortune.
com/global500), August/September 2021; 
World Bank data set (www.data. 
worldbank.org).
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