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Preface

hanges in the global business environment continue at a rapid and often unpredict-

able pace. The global financial crisis and economic recession of 2008-2010 have
given way to destabilizing political changes in many regions of the world, especially
North Africa and the Middle East (see Chapter 2 opening article). In addition, rapid advances
in social media have not only accelerated globalization but also provided a means for those
who seek political and economic changes to organize and influence their leaders for more
responsible governance (see Chapter 1 opening article). In addition, concerns about the
exhaustion of finite resources and the need to pursue more sustainable growth have prompted
governments, companies, and NGOs to consider alternate approaches to business and gov-
ernance (see Chapter 3 opening article).

Some of these developments have challenged assumptions about globalization and
economic integration, but they also underscore the inexorably interconnected nature of
global economies. Although many countries and regions around the world are closely
and inextricably linked, important differences in institutional and cultural environments
persist, and some of these differences have become even starker in recent years. The
challenges for international management reflect this dynamism and the increasing unpre-
dictability of global economic and political events. Continued growth of the emerging
markets is reshaping the global balance of economic power, even though differences exist
between and among regions and countries. Although many emerging markets continued
to experience growth during a period when developed countries’ economies stagnated or
declined, some developed economies bucked this trend and some developing countries
did not share in what was otherwise a dynamic period for the emerging world.

The global political and security environment remains unpredictable and volatile,
with ongoing conflicts in the Middle East and Africa and continuing tensions in Iran, North
Korea, Iraq, and Afghanistan. On the economic front, although little progress was made in
the efforts to conclude a global multilateral agreement under the World Trade Organization
(WTO), regional and bilateral agreements have proliferated, including the Trans-Pacific
Partnership (TPP), a proposed free-trade agreement that would involve more than a dozen
countries in the Americas and Asia. In addition, the tragic fire, building collapse, and other
industrial accidents in India, Bangladesh, and China have renewed calls for corporations
to do more to protect workers and for governments to get tougher with companies in terms
of oversight and accountability. (See Chapter 3 for additional discussion.)

As noted above, the advent of social networking has transformed the way citizens
interact, how businesses market, promote, and distribute their products globally, and
how civil society expresses its concerns that governments provide greater freedoms and
accountability. Concurrently, companies, individuals, and even students can now engage
in broad “mass” collaboration through digital, online technology for the development of
new and innovative systems, products, and ideas. Both social networking and mass col-
laboration bring new power and influence to individuals across borders and transform the
nature of their relationships with global organizations. Although globalization and tech-
nology continue to link nations, businesses, and individuals, these connections also high-
light the importance of understanding different cultures, national systems, and corporate
management practices around the world. The world is now interconnected geographically,
but also electronically and psychologically; as such, nearly all businesses have been touched
in some way by globalization. Yet, as cultural, political, and economic differences persist,
astute international managers must be in a position to adapt and adjust to the vagaries of
different contexts and environments.
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In this new ninth edition of International Management, we have retained the strong
and effective foundations gained from research and practice over the past decades while
incorporating the important latest research and contemporary insights that have changed
the context and environment for international management. Several trends have emerged
that pose both challenges and opportunities for international managers.

First, emerging markets continue to rise in importance, with dynamic growth and
development in many emerging regions and countries. This includes the emergence of
multinationals from emerging markets that are becoming globally competitive. Second,
pressure for greater social and environmental responsibility among multinational organi-
zations has increased, especially in light of rising pollution and the exposure of poor
working conditions in many factories around the world. Third, the importance of cultural
differences continues to be an omnipresent reality for international managers. And social
media and other forms of electronic connectivity continue to facilitate international busi-
ness of all sorts.

Although we have extensive new, evidence-based material in this edition, we con-
tinue to strive to make the book even more user-friendly and applicable to practice. We
continue to take a balanced approach in the ninth edition of Infernational Management:
Culture, Strategy, and Behavior. Whereas other texts stress culture, strategy, or behavior,
our emphasis on all three critical dimensions—and the interactions among them—has been
a primary reason why the previous editions have been the market-leading international
management text. Specifically, this edition has the following chapter distribution: environ-
ment (three chapters), culture (four chapters), strategy (four chapters), and organizational
behavior/human resource management (three chapters). Because the context of interna-
tional management changes rapidly, all the chapters have been updated and improved. New
real-world examples and research results are integrated throughout the book, accentuating
the experiential relevance of the straightforward content. As always, we emphasize a bal-
ance of research and application.

For the new ninth edition we have incorporated important new content in the areas
of sustainability and sustainable management practices, the emergence and role of social
media as a means of transacting business around the world, the rise of emerging market
multinationals and the challenges they pose for developed country MNCs, and other
important developments in the international management field. Many of these topics—
such as social media—are integrated throughout the book, as they touch on—and
influence—many aspects of international management. We have incorporated the latest
research and practical insights on pressure for MNCs to adopt more sustainable practices,
and the strategies many companies are using to differentiate their products through such
“green” management practices. We have updated discussion of a range of contemporary
topics, including continued exploration of the role of the comprehensive GLOBE study
on cross-cultural leadership.

A continuing and relevant end-of-chapter feature in this edition is the “Internet
Exercise.” The purpose of each exercise is to encourage students to use the Internet to
find information from the websites of prominent MNCs to answer relevant questions
about the chapter topic. An end-of-book feature is a series of Skill-Building and Experi-
ential Exercises for aspiring international managers. These in-class exercises represent the
various parts of the text (culture, strategy, and behavior) and provide hands-on experience.

We have extended from the eighth edition of International Management the chapter-
opening discussions called “The World of International Management” (WIM) based on
very recent, relevant news stories to grab readers’ interest and attention. Many of these
opening articles are new to this edition and all have been updated. These timely opening
discussions transition the reader into the chapter topic. At the end of each chapter, there
is a pedagogical feature that recapitulates the chapter’s subject matter: “The World of
International Management—Revisited.” Here we pose several discussion questions based
on the topic of the opening feature in light of the student’s entire reading of the chapter.
Answering these questions requires readers to reconsider and to draw from the chapter
material. Suggested answers to these “WIM—Revisited” discussion questions appear in
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the completely updated Instructor’s Manual, where we also provide some multiple-choice
and true-false questions that draw directly from the chapters’ World of International
Management topic matter for instructors who want to include this material in their tests.

The use and application of cases is further enhanced in this edition. All cases have
been updated and several new ones have been added. The short within-chapter country
case illustrations—*“In the International Spotlight”—can be read and discussed in class.
These have all been revised and two have been added—Turkey and Indonesia. The revised
or newly added “Integrative Cases” positioned at the end of each main part of the text
were created exclusively for this edition and provide opportunities for reading and anal-
ysis outside of class. Review questions provided for each case are intended to facilitate
lively and productive written analysis or in-class discussion. Our “Brief Integrative Cases”
typically explore a specific situation or challenge facing an individual or team. Our lon-
ger and more detailed “In-Depth Integrative Cases” provide a broader discussion of the
challenges facing a company. These two formats allow maximum flexibility so that
instructors can use the cases in a tailored and customized fashion. Accompanying many
of the in-depth cases are short exercises that can be used in class to reinforce both the
substantive topic and students’ skills in negotiation, presentation, and analysis. The cases
have been extensively updated and several are new to this edition. Cases concerning the
global AIDS epidemic, Dansko, Russell Athletics/Fruit of the Loom, Euro Disneyland
and Disney Asia, Google in China, IKEA, HSBC, Nike, Walmart, Tata, AirAsia, Sony,
Danone, Chiquita, Coca-Cola, and others are unique to this book and specific to this
edition. Of course, instructors also have access to Create (www.mcgraw-hillcreate.com),
McGraw-Hill’s extensive content database, which includes thousands of cases from major
sources such as Harvard Business School, Ivey, Darden, and NACRA case databases.

Along with the new or updated “International Management in Action” boxed appli-
cation examples within each chapter and other pedagogical features at the end of each
chapter (i.e., “Key Terms,” “Review and Discussion Questions,” “The World of Interna-
tional Management—Revisited,” and “Internet Exercise”), the end-of-part brief and in-
depth cases and the end-of-book skill-building exercises and simulations on the Online
Learning Center complete the package.

To help instructors teach international management, this text is accompanied by a
revised and expanded Instructor’s Resource Manual, Test Bank, and PowerPoint Slides,
all of which are available password protected on the Online Learning Center at www.
mhhe.com/luthans9e.

Another important innovation is carried over and updated from the 8th edition: we
have provided instructors with a guide to online publicly available videos, many available
on YouTube, that link directly to chapter themes. These short clips give instructors an
opportunity to use online visual media in conjunction with traditional lecture, discussion,
and PowerPoint presentations. Our guide includes the name, short description, and link
for the videos, which we will keep updated on the book website.

International Management is generally recognized to be the first “mainstream” text
of its kind. Strategy casebooks and specialized books in organizational behavior, human
resources, and, of course, international business, finance, marketing, and economics pre-
ceded it, but there were no international management texts before this one, and it remains
the market leader. We have had sustainability because of the effort and care put into the
revisions. We hope you agree that this ninth edition continues the tradition and remains
the “world-class” text for the study of international management.
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New and Enhanced Themes

Thoroughly revised and updated chapters to reflect the
most critical issues for international managers.

Greater attention to and focus on global sustainability
and sustainable management practices and their impact
on international management.

New or revised opening World of International Manage-
ment features written by the authors on current international
management challenges; these mini-cases were prepared
expressly for this edition and are not available elsewhere.
Discussions of the impact of the global economic recession
on international management in the opening chapter and
throughout the book, and the aftermath and ongoing chal-
lenges associated with the “Arab Spring” (in Chapter 2).
New and updated discussions of project GLOBE and its
importance for international management.

Greater emphasis on emerging markets and developing
countries, and the increasing influence of emerging
markets multinationals on global competition.

Thoroughly Revised and Updated
Chapter Content

New or revised opening WIM discussions on topics includ-
ing the global influences of social media, the role of social
networking in the Arab Spring, sustainability as a global
competitive advantage, Apple vs. Samsung, Amazon Vs.
Alibaba, global trends in the automotive and pharmaceuti-
cal industries, managing global teams, offshoring and cul-
ture, and many other subjects. These features were written
expressly for this edition and are not available elsewhere.
Updated and strengthened emphasis on ethics, social
responsibility, and sustainability.

Extensive coverage of Project GLOBE, its relationship
to other cultural frameworks, and its application to inter-
national management practice (Chapters 4, 13).

Revised or new “In the International Spotlight™ inserts
which profile the key economic and political issues rel-
evant to managers in specific countries, including new
spotlights on Turkey and Indonesia.

Greater coverage of the challenges and opportunities for
international strategy targeted to the developing “base of
the pyramid” economies (Chapter 8, and Tata cases).
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Thoroughly Updated and/or New Cases,
Inserts, and Exercises

® New and/or updated country spotlights, “International Management
in Action” features.

® Thoroughly updated cases (not available elsewhere): Pharmaceutical
Companies, Intellectual Property, and the Global AIDS Epidemic;
Advertising or Free Speech? The Case of Nike and Human Rights;
Beyond Tokyo: Disney’s Expansion In Asia; HSBC in China; Coca
Cola in India; Walmart’s Global Strategies; Can Sony Regain its
Innovative Edge? The OLED Project; Tata “Nano”: The People’s
Car; The Ascendance of AirAsia: Building a Successful Budget
Airline; and Chiquita’s Global Turnaround.

® Brand new end-of-part cases developed exclusively for this edition
(not available elsewhere): Dansko puts its Right Foot Forward, Google
in China: Protecting Property and Rights; IKEA’s Global Renovations.

Totally Revised Instructor and Student Support

The following instructor and student support materials can be found on the
Online Learning Center (OLC) for the Ninth Edition. You can access the
OLC at www.mhhe.com/luthans9e.

® The Instructor’s Manual offers a summary of Learning Objectives
and teaching outline with lecture notes and teaching tips, as well as
suggested answers to questions found throughout and at the conclu-
sion of each chapter. Suggested answers are also provided for all the
cases found in the book.

® The TestBank is offered in both Word and EZ Test formats and
offers over 1,000 test items consisting of true/false, multiple choice,
and essay. Answers are provided for all testbank questions.

® PowerPoint Presentations consisting of 30 slides per chapter give
instructors talking points, feature exhibits from the text, and are
summarized with a review and discussion slide.

e Student Quizzes are provided for each chapter and give students
feedback to help them understand where additional study is required.

® A guide to videos available online, with title, short description, and url.

® Create: Instructors can now tailor their teaching resources to match the Tl
way they teach! With McGraw-Hill Create, www.mcgrawhillcreate. m Crea e

com, instructors can easily rearrange chapters, combine material from
other content sources, and quickly upload and integrate their own con-
tent, like course syllabi or teaching notes. Find the right content in
Create by searching through thousands of leading McGraw-Hill text-
books. Arrange the material to fit your teaching style. Order a Create
book and receive a complimentary print review copy in 3-5 business
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days or a complimentary electronic review copy (echo) via e-mail within one
hour. Go to www.mcgrawhillcreate.com today and register.

McGraw-Hill Campus™

McGraw-Hill Campus is a new one-stop teaching and learning experience available to
users of any learning management system.

This institutional service allows faculty and students to enjoy single sign-on (SSO)
access to all McGraw-Hill Higher Education materials, including the award-winning
McGraw-Hill Connect platform, from directly within the institution’s website. With
McGraw-Hill Campus, faculty receive instant access to teaching materials (e.g., eText-
books, test banks, PowerPoint slides, learning objectives, etc.), allowing them to browse,
search, and use any instructor ancillary content in our vast library at no additional cost
to instructor or students. In addition, students enjoy SSO access to a variety of free
content and subscription-based products (e.g., McGraw-Hill Connect). With McGraw-Hill
Campus enabled, faculty and students will never need to create another account to access
McGraw-Hill products and services. Learn more at www.mhcampus.com.

Assurance of Learning Ready

Many educational institutions today focus on the notion of assurance of learning, an
important element of some accreditation standards. International Business is designed
specifically to support instructors’ assurance of learning initiatives with a simple yet
powerful solution. Each test bank question for International Business maps to a specific
chapter learning objective listed in the text. Instructors can use our test bank software,
EZ Test and EZ Test Online, to easily query for learning objectives that directly relate
to the learning outcomes for their course. Instructors can then use the reporting features
of EZ Test to aggregate student results in similar fashion, making the collection and
presentation of assurance of learning data simple and easy.

AACSB Tagging

McGraw-Hill Education is a proud corporate member of AACSB International. Under-
standing the importance and value of AACSB accreditation, International Business rec-
ognizes the curricula guidelines detailed in the AACSB standards for business accredita-
tion by connecting selected questions in the text and the test bank to the six general
knowledge and skill guidelines in the AACSB standards. The statements contained in
International Business are provided only as a guide for the users of this textbook. The
AACSB leaves content coverage and assessment within the purview of individual schools,
the mission of the school, and the faculty. While the International Business teaching
package makes no claim of any specific AACSB qualification or evaluation, we have
within International Business labeled selected questions according to the six general
knowledge and skills areas.
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OBJECTIVES OF THE CHAPTER

GLOBALIZATION AND
INTERNATIONAL LINKAGES

Globalization is one of the most profound forces in our
contemporary economic environment. And its practical
impact on international management is substantial. In nearly
every country, increasing numbers of large, medium, and
even small corporations are going international, and a grow-
ing percentage of company revenue is derived from overseas
markets. This is even true for U.S.-based companies that
historically have relied on the large domestic market. Yet, the
reverberations of the financial crisis and global economic
recession, and continued economic and political uncertain-
ties in many world regions present challenges for govern-
ments, corporations, and communities around the world,
causing some to question the current system for regulating
and overseeing international trade, investments, and global
financial flows. Nonetheless, international management—the
process of applying management concepts and techniques in
a multinational environment—continues to retain importance.
Although globalization and international linkages have
been part of history for centuries (see the International Man-
agement in Action box later in the chapter, “Tracing the Roots
of Modern Globalization”), the principal focus of this opening
chapter is to examine the process of globalization in the con-
temporary world. The rapid integration of countries, advances
in information technology, and the explosion in electronic
communication have created a new, more integrated world
and true global competition. Yet, the complexities of doing
business in distinct markets persist. These developments both
create and influence the opportunities, challenges, and prob-
lems that managers in the international arena will face during
the years ahead. Since the environment of international man-
agement is all-encompassing, this chapter is mostly con-
cerned with the economic dimensions, while the following
two chapters are focused on the political, legal, and
technological dimensions and ethical and social dimensions,
respectively. The specific objectives of this chapter are:

1. ASSESS the implications of globalization for
countries, industries, firms, and communities.

2. REVIEW the major trends in global and regional
integration.

3. EXCAIVIINE the changing balance of global economic
power and trade and investment flows among countries.

4. ANALYZE the major economic systems and recent
developments among countries that reflect those systems.
2

The World of International
Management

An Interconnected World

M ay 18, 2012, marked one of the most highly-
anticipated initial public offerings (IPOs) in
history. Facebook, which had grown from a college
dorm room to a 900-million-member social network in
just eight years, was set to offer shares to the public
for the first time. As May 18 approached, founder
Mark Zuckerberg, wearing his characteristic “hoodie”
sweatshirt, embarked on a roadshow to promote the
company. Facebook programmers celebrated with all-
night “hackathons,” and huge demand for the IPO
prompted Facebook to release 25 percent more
shares than initially planned. The IPO price was set
to $38 per share, valuing Facebook at $104 billion.
Many analysts predicted the price would soar as high
as $60 on the first day alone. On the morning of May
18, Mark Zuckerberg ceremoniously rang a bell from
Facebook's California campus to celebrate the open-
ing of the market at 9:30 A.M. As Wall Street’s clos-
ing bell rang just a few hours later, however, the
original optimism that started the day had all but
faded. The shares were trading only $0.23 above the
IPO price—and down $3.82 from the opening bell
price. In the following weeks, Facebook's stock con-
tinued its downward trajectory. By mid-August, Face-
book stock had decreased to nearly half its original
offering price, leaving many to wonder, “Is social net-
working really here to stay?”

Social Media Has Changed
How We Connect

Though some have second-guessed the longevity of
online networks, one thing is certain: We currently live
in a world interconnected by social media. Through
online networking, the way we connect with others has
drastically changed. Virtually anyone on the globe is
only a few clicks away. In fact, the average number of
links separating any two random people on Facebook
is now only 4.74.' Facebook’s statistics underscore how





