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 Introduction

This subject guide is intended to provide students of management and 
related disciplines with an understanding of the key elements that 
distinguish management across national borders from management in a 
single country.

The first significant difference between international and domestic 
management is that it takes place in an environment that lacks many 
of the political, economic and social attributes of an integrated nation-
state. Despite more than half a century of liberalisation in which barriers 
to cross-border business have been progressively lowered, international 
business cannot treat the world as a single market. Not only do significant 
obstacles remain to the movement of goods and other resources 
internationally (such as restrictions on import of certain products and 
barriers to foreign investment in certain economic sectors of various 
states), but also managers of international firms have to adapt their 
activities to widely differing business environments – political, economic, 
legal and cultural – in the countries in which they operate.

There is no world government with functions and powers comparable 
in scale and scope to those of the 180 or so states in the international 
community. There are, of course, international economic organisations 
with significant powers and a membership of the majority of states, such 
as the International Monetary Fund or the World Trade Organization, as 
well as regional groupings such as the European Union, NAFTA or the 
Association of South East Asian Nations. None of these yet possesses the 
same degree of sovereignty (authority to make and power to enforce 
decisions over all aspects of life, binding on people living within a given 
territory) and legitimacy (acceptance by their population and other 
governments of their right to exclusive control over the territory in their 
jurisdiction) as the nation-state. International organisations perform their 
assigned functions by the consent of their members and are therefore 
dependent on the states that belong to them. They are thus weaker than 
the states that retain the power to control policy and regulate economic 
activity within their borders.

Therefore, international business must conform not only to international 
or regional rules and regulations (where these exist), but also to national 
laws and policies that differ significantly from one country to another, 
imposing an additional adjustment cost that is absent in purely domestic 
business activity. Indeed, since there is not yet an international company 
law (although the European Union’s laws and regulations operate 
regionally), firms only acquire legal personality (necessary to enter into 
and enforce binding contracts) through national law: a transnational 
corporation operating in several different countries is actually a cluster 
or network of companies owing their existence to national laws and 
agreements between governments about access to national markets. 
Ultimately the firm depends on its home country government and the 
governments of the host countries in which it operates to protect its rights 
as well as to ensure that it meets its obligations.

In addition to these legal and political factors, international managers 
have to contend with significant economic and cultural differences in 
their cross-border activities. Although international trade and investment 
has grown much more rapidly than most national economies during the 
last 60 years, countries differ markedly in their economic structures, 
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resources and capabilities – as well as the values and behavioural patterns 
that differentiate one society from another. This means that transnational 
corporations must to some extent adapt their operations and their 
products to the characteristics and preferences of the different markets 
that they serve, while seeking to maximise international competitiveness 
and efficiency.

This effort to ‘Think globally and act locally’ requires complex 
organisational structures and a co-ordination of several different sets of 
managerial skills. There is not a universal way of managing a business, but 
rather three main groups of managers:

•	 business managers who seek to co-ordinate activities across 
national frontiers and derive maximum benefit from the capabilities 
and assets of the firm as a whole

•	 country managers who ensure sensitivity and responsiveness to the 
demands, competitive situation and regulations of the local market

•	 functional managers responsible for creating and distributing 
knowledge and innovation throughout the firm so that it can remain 
competitive.1

The organisational structure and management processes will therefore 
differ across sectors, countries and individual firms – there are many roads 
to global integration and local adaptation.

Aims and objectives 
Specifically, the aims of this unit are to:

•	 provide an analysis of the forces shaping the international environment 
within which the activity of international management has to be 
conducted

•	 examine the strategic choices available to managers of companies 
engaged in international business and to apply relevant social science 
theories and concepts to understand the behaviour of international 
companies.

Learning outcomes
At the end of this unit and having completed the essential reading and 
activities students should be able to:

•	 describe the international business environment and understand 
how it provides opportunities and constraints for the behaviour of 
international managers

•	 apply relevant social science theories and concepts to gain an 
understanding of the behaviour of firms engaged in international 
business

•	 analyse the strategic choices available to managers of international 
companies.

Syllabus
If taken as part of a BSc degree, units which must be passed before this 
unit may be attempted are 02 Introduction to economics or 107 
Introduction to business and management or 11 Introduction 
to international relations.

1 See Bartlett, C. and S. 
Ghoshal ‘What is a global 
manager?’, Harvard 
Business Review 
(September–October 
1992), reprinted in Harvard 
Business Review: Global 
strategies: insights from 
the world’s leading thinkers 
(Cambridge, MA: Harvard 
Business School Press, 
1994) [ISBN 0875845614] 
pp.77–91.
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The World economy: International economy – definitions, perspectives 
and evolution. International institutions and agreements. International 
trade – theories, patterns and practicalities. International capital flows – 
types, theories and patterns. International accounts and the balance of 
payments. International monetary system. Geopolitics, trading blocs and 
economic communities.

Comparative management: Models and concepts for comparative 
business analysis. Comparative economic performance: the North 
American, European and Far Eastern economies. Analysis of corporate 
and national competitiveness. Government-business relations. Business 
organisation and strategic management. National and corporate cultures. 
Technology and operations management. Management of human 
resources. Finance and corporate control.

International management: International strategies and options: 
exporting, licensing, joint ventures and alliances, foreign direct 
investment. International marketing: planning and market entry; product 
distribution, promotion and pricing strategies. International finance: 
environment, institutions and markets; foreign exchange markets and risk 
management; international project financing; foreign investment analysis. 
International operations; location decision making; co-ordination and 
control; quality management.

Global competition: Definitions, trends and perspectives. Global 
markets, cultural homogenisation and global sourcing. Multinational 
and global strategies. Multinational and global organisational forms, 
structures, communications and management. Technologies, innovation 
and research and development. Multinational enterprises, politics and 
national governments, varieties of capitalism.

How to use this subject guide
This subject guide provides a road map for this subject, but makes it clear 
that international managers must choose the route for themselves in the 
light of their own circumstances:

Chapter 1 The world economy

This chapter surveys the evolution of the world economy in which 
transnational corporations operate, introducing concepts and theories 
describing and explaining global production, trade and investment, 
together with an overview of the main international institutions that have 
an impact on international business.

Chapter 2 International economic systems and comparative 
management

This chapter examines some of the different economic systems in 
which transnational companies operate2 and the degree to which these 
differences influence economic performance. It then assesses the influence 
of the economic system on the way the firm operates.

Chapter 3 International management

This chapter assesses the strategies and methods employed by firms as 
they initiate activities outside their home country, the organisational 
structures they develop to control and co-ordinate these activities, the 
way in which they manage their operations and enter new markets, and 
the methods they use to manage uncertainty in the international financial 
environment.

2 Companies operating 
in more than one 
country are described 
at various point of this 
guide as ‘multinational’, 
‘international’ or 
‘transnational’ and to 
some extent these terms 
are interchangeable. 
The first two terms are 
used in much business 
literature, but some 
analysts object to the 
implication that the firms 
are truly international 
or multinational in 
ownership, leading 
management and 
geography diversity of 
activities: these analysts 
therefore prefer the term 
‘transnational’, indicating 
cross-border activities 
but not necessarily a 
cosmopolitan structure 
and corporate culture.
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Chapter 4 Global competition

This chapter shows how the structural changes brought about by 
globalisation of business activity have affected the competitive 
environment faced by firms and how these have shaped the strategic 
decisions taken by firms, decisions that are also shaped by cultural rules 
and norms, scientific and technological developments and political 
decisions.

Each chapter specifies its objectives and learning outcomes, and provides 
some activities for you to consider as you cover the essential and 
recommended reading. All readings relevant to each chapter are listed 
at the beginning of the chapter; we have selected a small number of key 
textbooks we regard as essential reading as well as further references for 
additional reading on the topics covered. Because international business 
develops rapidly, it is important to keep up with current developments 
in both theory and practice; to assist you we have included in this 
introduction a list of suggested journals and newspapers for you to scan 
regularly. It is important that you try to relate the general principles and 
theories in your reading to practical developments in your own country 
and elsewhere, so that you can develop arguments in your essays that are 
supported by real-life cases and examples.

A sample of typical examination questions at the end of each chapter is 
provided for you to practice with, while at the end of the guide a sample 
examination paper gives you an idea of the structure and coverage of the 
examination you will sit for this unit.

The examination
The examination will consist of 10 questions, of which you will be 
required to answer four. Advice on answering the questions can be found 
in the Examiners’ commentaries which are available to download from the 
University of London Virtual Learning Environment (VLE). 

Reading advice
This subject guide makes frequent references to various readings and 
these are listed below. Many of the references will occur in the text of the 
chapters or as footnotes and, at minimum, the essential reading should be 
read for additional information on the topics covered. In addition, in order 
to make obtaining material easier and to help you as you read this guide, 
each chapter contains a list of all the works that are mentioned in that 
chapter so you can obtain them prior to beginning your studying on those 
subjects.

Essential reading
We recommend that you purchase the following two textbooks:

Dicken, P. Global shift: mapping the changing contours of the world economy. 
(London: Sage Publications, 2007) fifth edition [ISBN 9781593854362].

Griffin, R.W. and M.W. Pustay International business: a managerial perspective. 
(Upper Saddle River, NJ: Pearson Prentice Hall, 2007) fifth edition [ISBN 
9780131995345].
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Recommended reading
In addition we highly recommend that you buy or have regular access to 
these textbooks:

Daniels, John D., Lee H. Radebaugh and Daniel P. Sullivan International 
business: environment and operations. (Upper Saddle River, NJ: Pearson 
Prentice Hall, 2007) eleventh edition [ISBN 9780131869424].

Dunning, J.H. and Sarianna M. Lundan Multinational enterprises and the global 
economy. (London: Edward Elgar Ltd. 2008) second revised edition 
[ISBN 9781847201225]. 

Frieden, J.A. and D.A. Lake International political economy: perspectives on 
global power and wealth. (London: Routledge, 2000) fourth edition 
[ISBN 9780312189693].

Hill, Charles W.L. International business: competing in the global marketplace. 
(Boston: McGraw-Hill Irwin, 2007) sixth edition [ISBN 9780073102559].

Further reading
Bartlett, C. and S. Ghoshal Managing across borders: the transnational solution. 

(Harvard Business School Press, 2002) [ISBN 9781578517077].
Brown, R. and D. Julius ‘Is manufacturing still special in the New World Order?’ 

in O’Brien, R. (ed.) Finance and the international economy: 7. (Oxford: 
Oxford University Press, 1993) [ISBN 9780198288794].

Culpepper, Pepper Creating cooperation: how states develop human capital in 
Europe. (Ithaca: Cornell University Press, 2003) [ISBN 9780801440694].

Douglas, S.P and C.S. Craig ‘Evolution of global marketing strategy: scale, 
scope and synergy’ in Buzzel, R.D., J.A. Quelch and C. Bartlett (eds) Global 
Marketing Management: Cases and Readings. (Addison Wesley, 1992) second 
edition [ISBN 9780201539721].

Dunning, J.H. The globalization of business. (London: Routledge, 1993) 
[ISBN 9780415096119].

Dunning, J.H. Governments, globalization and international business. (Oxford: 
Oxford University Press, 1999) [ISBN 9780198296058].

Gilpin, Robert. Global political economy. (Princeton, NJ; Oxford: Princeton 
University Press, 2001) [ISBN 9780691086774].

Hall, P. and D. Soskice Varieties of capitalism. (Oxford: Oxford University Press, 
2001) [ISBN 9780199247752].

Hoekman, B. and M. Kostecki The political economy of the world trading system: 
WTO and beyond. (Oxford: Oxford University Press, 2001) second edition 
[ISBN 9780198294313].

Kenen, P.B. Managing the world economy: fifty years after Bretton Woods. 
(Washington DC: Institute for International Economics, 1994)  
[ISBN 9780881322125].

Krugman, P. ‘Competitiveness: A dangerous obsession’, Foreign Affairs 73(2) 
1994a, pp.28–44.

Krugman, P. ‘The myth of Asia’s miracle’, Foreign Affairs 73(6) 1994b, 
pp.62–78.

Levitt, T. ‘The globalization of markets’, Harvard Business Review (61) 1983, 
pp.92–102.

Maddison, A. Monitoring the world economy 1820–1992. (Paris: OECD, 1995) 
[ISBN 9789264145498].

Maddison, A. Contours of the world economy 1–2030 AD: essays in macro-
economic history. (Oxford: Oxford University Press, 2007) 
[ISBN 9780199227204].

Ohmae, K. (ed.) The evolving global economy. (Harvard: Harvard Business 
Review, 1995) [ISBN 9780875846408].
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Ostry, S. and R. Nelson Techno-nationalism and techno-globalism: conflict and 
co-operation. (Washington DC: The Brookings Institution, 1995) 
[ISBN 9780815766735].

Porter, M. The competitive advantage of nations. (London: Macmillan, 1990) 
[ISBN 9780333518045].

Stopford, J. and S. Strange Rival states, rival firms. (Cambridge: Cambridge 
University Press, 1991) [ISBN 9780521423861]. 

Trumbull, G. Consumer capitalism. (Ithaca: Cornell University Press, 2006) 
[ISBN 9780801443824].

The World Bank The East Asian miracle. (Oxford: Oxford University Press, 
1993) [ISBN 9780195209938].

Woolcock, S. and N. Bayne The new economic diplomacy. (London: Ashgate, 
2007) second revised edition [ISBN 9780754670483].

Journals
To help you read extensively, all External students have free access to the 
University of London Online Library where you will find the full text or an 
abstract of some of the journal articles listed in this subject guide. You can 
access this resource using the same username and password that you use 
for accessing other resources in the University of London student portal at:

https://my.londonexternal.ac.uk

Journals that are of use generally in this subject area are:

California Management Review 
Colombia Journal of World Business 
Der Spiegel
European Business Journal
European Management Journal
Foreign Affairs
Fortune (twice monthly) 
Harvard Business Review 
International Affairs 
International Business Week 
International Herald Tribune 
Journal of Economic Literature
Journal of International Business Studies 
L’Express
Management International Review 
McKinsey Quarterly 
Multinational Business 
Multinational Monitor 
Newsweek
Sloan Management Review 
Straits Times (Singapore) 
The Economist 
The European 
The Financial Times 
The Hong Kong Manager
The Wall Street Journal 
Third World Quarterly 
Time
Transnational Corporations
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List of abbreviations used in this subject guide
ASEAN	 Association of South East Asian Nations

bop		  balance of payments

CEO		  Chief Executive Officer

EPZ		  export-processing zone

EU		  European Union

EMU		  Economic and Monetary Union

FDI		  Foreign Direct Investment

FTA		  Free Trade Area

FTZ		  foreign trade zone

G7/G8	 Group of Seven/Group of Eight

GATT		  General Agreement on Tariffs and Trade

GDP		  Gross Domestic Product

HPAEs		 high-performing Asian economies

IBRD		  International Bank for Reconstruction and Development

IDA		  International Development Association

IFC		  International Finance Corporation

IMF		  International Monetary Fund

IT		  Information technology

ITO		  International Trade Organisation

MFN		  Most Favoured Nation

MIGA		  Multilateral Investment Guarantee Agency

MNE		  multinational enterprise

NAFTA	 North American Free Trade Agreement/Area

NIEs		  Newly Industrialising Economies

NTB		  non-tariff barrier

OECD		 Organisation for Economic Co-operation and Development

OLI		  ownership-specific advantages, location-specific variables,

internalisation-incentive advantages

PPP		  Purchasing Power Parity

R&D		  Research and Development

RTA		  Regional Trade Agreement/Arrangement

SBA		  Strategic Business Alliance

TNC		  Transnational Corporation

VER		  Voluntary Export Restraints

VOC		  Varieties of Capitalism

WTO		  World Trade Organization


