Chapter 25 –International Business
     Supplementary notes to the course book
Globalisation

Going Global 
· A global firm is one which regards the world as one single market for doing business, selling one standardised product in the same way everywhere. E.g Big Macs - McDonald’s taste the same in Dublin as New York.

· It is a Transnational company that has gone a step further to develop and sell a single standardised product. – Nike, Toyota etc. Transnationals take the differences between countries into consideration so the product is adapted for different markets.
Charachteristics of Global Business
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Reasons for Global Companies

Globalisation is the term used to refer to the treatment of the world as one single market in which products are produced and sold everywhere regardless of language, customs or nature of the local market.

Examples of Global companies: Car Companies such as Ford, Nissan, Volvo. Sports Gear companies such as Nike or Adidas etc

Some factors that give rise to Global Companies:
· Saturation of own market: Must expand internationally to increase sales and profit.
· Advances in Information and Production Technology - 
These developments allow firms to operate globally.
· Improvements in Transport and Communications: Faster travel and improvement in communications make it easier for firms to operate throughout the world.
· If there is a worldwide demand from consumers for similar products and similar lifestyles which global firms meet.

Why businesses become Transnational

Transnationals

· Company with head office in one country and branches in others.

· Decisions made by home office and profits are also returned to head office country.

3 reasons why they are developing:

· Technology: The improvements in communications and travel have reduced difficulties in controlling the operations of overseas subsidiaries.
· The desire to increase profits.

· Saturation of their home markets.

Impact of Transnationals (or MNC’s) in Ireland

Positive Impact of Transnational companies:

· Transnationals buy raw materials and services from local firms, creating local employment and a better standard of living. Increased production also leads to direct employment.

· Balance of Payments: Exports are increased by the overseas sales effort of transnationals. This has a positive effect on the balance of trade and balance of payments. Imports may be reduced, as goods that were not previously produced in the host country are now available to satisfy local demand.
· Competition in the host country is stimulated with beneficial effects on prices, efficiency and innovation. Modern management and production techniques force domestic producers to improve their own standards of efficiency in order to survive.
· Government Finances: Transnationals are an important source of Government revenue through corporation tax on profits, VAT on purchases, and PAYE and PRSI paid by employees.
Negative Impact of Transnational companies:

· Large grants are often required before they set up in a country.

· Profits may be all transferred to home country.

· Social Implications: If they start becoming unprofitable they can shut down without much notice and leave with little consideration for stakeholders.
Problems with Transnationals
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Global Marketing

Global Marketing:
A marketing mix contains the combination of tactics used by a firm to market its products.

Global Marketing means marketing a product universally using the same or adapted Marketing Mix.
· Standardised Mix: Same market mix is used throughout the world, i.e. the product is promoted in the same way in different markets. Slight adjustments may be made in some countries to satisfy local needs.

· Adapted Mix: The product is adapted for different markets. Methods of promotion and price are varied to take account of differences in language, culture, economics, legislation and buyers characteristics – for example right hand drive cars in Ireland and Britain. This leads to additional production, advertising and packaging costs.

In practice global forms use a mixture of the 2. For example Coca Cola sells the same product everywhere using advertisements drawn from a common pool of ads which have only slight variations between them. However it also sells a range of other drinks which caters for the individual tastes of different markets.

Opportunities of Global Marketing for Irish Business:

· Expansion: Irish Companies may expand into global companies to increase sales and achieve economies of scale.

· Profitability should rise as a result of increased sales.

· Supplying Raw Materials: Opportunities exist for firms to supply local raw materials to global companies.

Threats of Global Marketing for Irish Business:

· Global firms have a globally recognisable brand name which provides a threat to Irish Industry.

· Global Firms can afford large scale advertising.

· Global firms’ prices may be more competitive than those of Irish Industry.

Benefits of Global Marketing

Problems of Global Marketing

Some Problems with Going Global:
· Global firms are involved in markets with different languages. Problems may arise with translations. E.g. Opel Car ‘Nova’ – translates in Spanish as “It doesn’t go”!!

· Different countries are at different stages of economic development with different income levels and standards of living which affects the price that these consumers are prepared to pay for products.

· A global firm’s huge range of markets means that it must have a wide variety of managers with different skills and experience in order to cope in these markets. These managers have to be recruited internationally.

· The level of competition between markets:  The number of competitors, their strengths and weaknesses must be assessed by global firms before entering a market. The wealthier the competitors and the greater their resolve to protect their markets, the greater the cost may be for the global firm.
Global Marketing Mix

Global Marketing Mix
· Firms must adopt the four P’s when going global: Product, Price, Place, and Promotion.
Product:
· Note: Like in the home market the requirements of a good quality product, delivery and after sales service are just as important.

· This is the element of the marketing mix most likely to remain unchanged. The product may however be adjusted to suit: 

- Technical Regulations in different countries.

- Lifestyle and cultural differences – McDonalds Fish and Veg as opposed to

hamburgers in India.

- Different uses the product might have in different countries.

Price:

· The price charged in different countries must take into consideration:

- The standard of living in different countries.

- The extra costs of transport and other marketing costs.

- Duties or Tariffs that might have to be paid in different countries.

- The prices charged by local firms.

Promotion:
· Promotion must change on different countries to take account of language, cultural differences, and legal regulations regarding advertising:

- Language may be used differently to promote products in different markets. Coors had to change their beer slogan successfully used in USA’ get loose with Coors’ as it translated in to Spanish as ‘Get the runs with Coors’.

- Cultural differences arise in different countries – The colour white is associated with mourning in Japan.

- Different advertising laws regulate advertising for example, in Ireland cigarette    advertising is banned on TV.

     - Which medium to use? Magazines, TV, sales promotions etc.

Place:
· In Global marketing, the channel of distribution is longer than on a domestic market and usually includes exporters and importers.

· Lack of local market knowledge makes it essential for a firm to use overseas sales agents and distributors to market their products.
Information Technology in Global Business

Introduction
· World becoming a smaller place due to technological developments.

· Communication is instantaneous.

· Goods and money can be moved around at an ever increasing pace.

· Companies have taken an advantage of these developments to such an extent that they have become transnationals or even global organisations.

· Examples: Motor Industry (Toyota, Ford), Food industry (McDonalds) etc.

Ingredients for Global Success:

· If a firm wants to succeed the following are essential for success:

1. A suitable management structure is needed to cope with the larger organisation. McDonalds v Local Chipper!
2. Information and Communications Technology:

ICT helps global firms in the following ways:

· Decision making: Managements can avail of up to date information from any part of the world for speedy decision making by using email or video conferencing.

· Transmission of Information: Suppliers and customers can be linked through EDI for stock ordering, invoicing etc.

· Market Information: Markets must respond rapidly to changes in the market, Information technology allows global firms to respond faster than competitors when redesigning products.

· Video Conferencing allows managers in different places to hold meetings as of they were in the same room without the need of costly travel.

· The Internet: Internet services such as e mail and the Worldwide Web allow global companies access up to date information on the size of populations or cultural differences which helps in decision making in individual markets.

3. Brand Recognition: The brand must be recognised worldwide – McDonalds V Supermacs.

4. The firm must have a product for which there is a global demand from consumers.
Past Exam Questions :

Higher Level

2005 Section 3 Q3
(C) Discuss the concept of Global Marketing for Irish Business  (15)

2004 Section 3 Q3
(b) Define Global Marketing. Discuss the role of Global Marketing in International Business. (20)
(c)  Explain using examples, the impact of Transnational companies in Ireland (20) 
2002 Section 3 Q 3.

(b) Explain the role of global marketing of products and services in international business. Illustrate your explanation with relevant examples. (20)
2000 Section 3 Q3.

(b) Explain using examples the importance of global marketing for a global business. (20 marks)
Sample Paper

(b) Analyse the impact of Transnational companies on Ireland (15)
Ordinary Level

2003 Section 2 Q 3
(d) Describe three ways in which ICT (Information and Communications Technology) has helped International Trade. Use an example in each of your answers. (15)

2001 Section 2 Q3
(c) How have developments in Information Technology affected international Trade (15)
