MNI 301-J Global Business Environments
Chapter 9 – International Management and Leadership
International management and leadership, namely to formulate and implement strategies that enable firms to enter and compete in a variety of global business environments. The four basic strategies that firms use for this purpose are international, multidomestic, global and transnational strategies.
International management and leadership
Managers and leaders need to understand the global landscape and the myriad forces that can affect a firm's global success.
Managers and leaders realize that resources and strategies are important for global success and that the traditional managerial outlook needs to evolve in the context of thinking globally.
However, traditional managerial mindsets often inhibit attempts at achieving global success. Such traditional mindsets are characterised by:
· being internally focused 
· essentially being orientated to and satisfied with the domestic market and its needs
· an attitude implying that what is different is dangerous 
· being disinterested in other markets an cultures
· the absence of any effort to cultivate or understand foreign clients, competitors or markets
· assuming an inhospitable attitude to any foreign element in the domestic market
· a reliance on government and other collective representations to protect itself and markets from foreign competition through trade barriers, quotas, duties, laws and special agreements, 
· a willingness to limit foreign advertising, production or distribution
This type of mindset is usually unaware that a connection exists between the activities of foreign competitors and the future of the domestic market
This mindset prefers to retreat into the protective custody of the domestic legal and political system
This is in stark contrast to the mindsets of managers and leaders with a global perspective, based on a heightened awareness (knowledge) and enhanced abilities (skills) relative to the challenges of the global business environment. This mindset holds a multiple cultural perspective and creates an international web of relationships with suppliers, distributors, competitors and customers. 
They create a network of partnerships, alliances and relationships that shift over time as new threats and opportunities appear.
A global mindset is a state of being, essentially characterized by openness and an ability to recognize complex interconnections.
It is the development, cultivation and operation of a global mindset that explains the difference between international managers and international leaders.
Basic Concepts
International management
The difference between domestic and inter-national management is significant
The challenge for global managers - to articulate a viable global strategy, to facilitate and develop supportive processes by which globalisation can be managed, and to create appropriate conditions by which the overall strategy, process, culture and struc¬ture can be meaningfully aligned to achieve organisational effectiveness.
Kelly defines international management as 'embracing the management functions of planning, organising, leading and controlling across national borders
Rhinesmith:
Involving a process aimed at realising the global objectives of a firm by managing the procurement, allocation and utilisa-tion of the human, financial, intellectual and physical resources of the firm within and across national boundaries, thereby facilitating the achievement of the desired organisational goals by navigating the firm through a global environment that is not only dynamic, but often very hostile to the firm's very survival
International leadership
Distinction hinges on a clear understanding of the concept of a global mindset.
Prahalad and Doz - a global mindset, indicative of the attributes of international leadership, is characterized by unique time and space perspectives. 
A unique time perspective takes a much longer-term view 
A unique space perspective is one where people with a global mindset extend their personal space well beyond their immediate surroundings, both in terms of geography as well as in real and potential relationships with other people. 
They are invariably more tolerant of other peoples and cultures, consider cultural diversity an asset, thrive on ambiguity, balance and contradictory forces, and rethink boundaries. Such a global mindset also includes emotional connection, capacity for managing uncertainty and an ability to balance tensions and common sense.
Adler's:
leaders help to shape the organisation's vision, the meaning within which others work and live. Managers, by contrast, act completely within a vision. Leadership and vision remain fundamental to the understanding of a people and their institutions
Enterprise, firm, company and corporation
MNE’s are described as a specific type of organization
Affiliates and subsidiaries
The terms 'affiliates' and 'subsidiaries' are used interchangeably.
Firms with an international strategy strive to create value by transferring core competencies from home to foreign business units and towards a bal-ance between globalisation and local responsiveness. 
Global firms follow global strategies that emphasise the realisation of location experience curve economies in the production and marketing of low-cost, standardised products. 
Transnational firms focus relentlessly on the simultaneous attainment of location experience curve economies in the production and marketing of low-cost, standardised products. 
They do so through global networks and multifacilities across the globe and derive a substantial lnternational, multidomestic, global, transnational and multinational portion of revenues from foreign operations. They manage subsidiaries with a common strategic vision and frequently place foreign nationals or expatriates in key management positions.
A multinational firm, corporation or enterprise (MNE) is an enterprise that engages in foreign direct investment, and owns and controls value-adding activities in more than one country. 
The level of MNE internationalisation can be gauged by a transnationality index. 
This index can be calculated from three ratios:
· foreign assets to total assets
· foreign sales to total sales 
· foreign employment to total employment
International, global and worldwide
Term 'international' embraces any activity or object connected with doing business outside the firm's home country.
The environment of international management
The international environment for a multi-national enterprise constitutes the sum total of the environments of each of the nation states or countries within which the MNE operates.
The following key issues and environmental forces have a direct impact on MNEs' understanding of the opportunities and threats inherent in the international business environment:
· the changing nature of the international business environment, including major demographic shifts, increasing urbanization and the growth of minority groups, increased levels of poverty in various demographies and the rise of structural unemployment among the younger people in various population groups:
· changing consumer behaviour
· trade liberalisation, deregulation, liberalisation of financial institutions and markets, and privatization
· advances in information communication technology and the progressive development of the biofuels industry.
· the advent of emerging markets and emerging 'new economies,' being the result of the impact of new technologies as reflected in the rise of e-business 
· the increasing proliferation of regional economic integration and the formation of viable and influential international trade blocs
· the emergence of the EU and other trade blocs
· unpredictable environmental disturbances, 
· changing political systems
· the aggressive manifestation of HIV /AIDS
· the increasing consolidation of business through mergers and acquisitions 
· management becoming increasingly globalised as a result of restructuring, downsizing and rightsizing of organisations
· unprecedented levels of corruption and social disorder worldwide 
· the need to scan the competitive environment continuously and to search systematically for business opportunities.
Competitive intelligence
Gathering relevant strategic information by means environmental scanning is a well-established technique in strategic planning. Competitive intelligence (Cl) has recently emerged as an important analytical approach to obtain vitally important information on major environmental trends. 
Cl is based on the assumption that managers seek to become better informed about critical issues.
Cl is:
... the process of ethically collecting, analyzing and disseminating accurate, relevant, specific, timely, foresighted and actionable intelligence regarding the implications of the business environment, competitors and the organisation itself
Effective strategic management requires that companies not only remain informed, but are also forewarned about events in the external environment. To achieve this, they need to establish a strategic capacity to monitor and analyse the external environment on an ongoing basis. 
Cl is the process that also enables multinational companies to collect, process and analyze high-level information, obtained from the dynamic and increasingly turbulent international business environment.
Cl analysis is conducted within a framework of political, economic and other risk analyses, and is based on five interrelated steps:
1. gather information about the company and its environment
2. analyse the information in order to evaluate its source and confirm its validity.
3. determine the potential impact the information will have on the activities of the business and its competitive market position.
4. decide how to react to the new information that has been obtained, that is what strategic countermeasures should be developed.
5. the business revises its strategic plan to incorporate the countermeasures that have been decided on
Risk in the international environment
As far as internal risks are concerned, firms try to protect themselves against risks such as fraud and incompetence by implementing effective risk-management systems and encouraging a positive organisational culture. 
Environmental risks are extremely difficult, if not impossible, to forecast or predict, and usually occur unexpectedly. 
Environmental risks include:
· unexpected government-imposed discriminatory taxation 
· import and export controls 
· state/country indebtedness (bad debts)
· state interference with operations 
· unresolved legal disputes 
· industrial disputes 
· unfair competition from the local public sector
Environmental risks also include:
· political events such as government takeovers
· the nationalization of industries, the expropriation of property and assets, and piracy of intellectual property rights
· public sector corruption 
· disputes over trade issues, fiscal mismanagement, regional hostilities, military interventions and wars.
Events of interest to Cl analysts are those that generally occur without prior warning,
The international manager should anticipate potential crises and also devise ways in which to deal with such events and minimise their effects on the business.
Besides insuring against certain risks, there are ways to protect the firm against some uninsurable risks including:
· investing in counties through foreign direct investment and joint ventures 
· investing in preferential industries that are being incentivized by host governments 
· using local financing sources.
Managing in the twenty- first century
Pucik, Tichy and Bartlett:
Based on the changes taking place in the global business environment, there is a need to have global managers with a global perspective. This global perspective consists of a mindset, knowledge and skills
A global manager must be able to lead and motivate diverse work teams, based on a knowledge of cultural differences. They must be able to coach teams. They must be able to seek out and acquire knowledge. They must know how to use high technology in managerial activities and be able to understand and
assess the impact of technology on the global activities of the firm’
Zahra postulates the future direction of international business by highlighting a number of inescapable competing factors for the future.
These factors are clustered into four categories:
The first category of factors includes market opportunities and investment strategies of MNEs, and highlights the importance of developing economies and emerging markets.
The second category of factors highlights the importance of customer-service excellence, alluding to the importance of quality, customer care and friendly technology- incorporating customer interfaces such as electronic home shopping, electronic banking and e-business. 
These factors confirm the importance of and need for innovative marketing strategies in pursuit of competitive advantage in the international business environment.
The third group of factors emphasizes the need for visionary leadership, the importance of nurturing an appropriate business culture and the ability of managers to adapt their leadership styles and cultural values to a changing global business environment.
See page 236 – Fig 9.1





Allusions emphasise the importance of leaders developing global mindsets
The fourth category of factors acknowledges the importance of strategic business reviews and organisational transformation in the search for competitive advantage and sustainable growth. 
Strategic networking with partners and various MNE business units that are involved in the value chain is pivotal to MNEs; formation of appropriate global strategies
Against the backdrop of these categories of competitive forces (fac¬tors) facing firms in the context of globalization, the following traits are regarded as indispensable for international managers:
· inherent, appropriate knowledge, skills and experience to deal with high levels of complexity and ambiguity ) 
· conceptual (cognitive) ability to deal with the macro-issues peculiar to global management, 
· an understanding of realistic timeframes for the implementation of global strategies 
· the ability to develop and implement effective human and organisational networks together with an appreciation of the time and resources needed to allow for such developments on a global scale 
· a perception of global needs and products to satisfy those needs in the context of a market-driven, comprehensive and integrated globalisation process
· a predisposition for building globally distributed teams whose members will interact electronically across boundaries, but who will have infrequent personal contact.



Now possible to highlight the attributes required by managers and the extent to which these confirm some executive traits required for the future. 
Gregerson - substantive issues that managers in diversified MNEs increasingly face include:
· need to consolidate large, international acquisitions
· the demands of instituting performance management, accountability and corporate governance measures in the context of globalized production and marketing systems 
· the challenge of managing and maintaining a global supply-chain capability
· the challenge of developing country-specific strategies that reflect the peculiar constraints of specific countries such as political and economic constraints
· pressures to forge collaborative arrangements and to capitalize on the benefits they afford
· the pressures of balancing the need for global integration and local responsiveness.
To manage these issues, managers must:
· develop a global mindset, be able to use global strategic skills, and motivate and reward subordinates
· manage organisational transformation 
· be able to manage cultural diversity in terms of being able to handle cross- cultural management issues 
· be able to design and manage flexible organizational structures and to work with teams 
· excel at cross-cultural communication because they understand the nature of culture
· be able and prepared to learn and transfer knowledge within an organization
· be able and prepared to manage uncertainty and resolve disputes
· be able to negotiate cross-culturally.
This implies an understanding of how cultural factors influence business structures, systems and priorities
This means a willingness to change from a traditional authority-based organisational hierarchy to a post-transformational organisational model.
These imperatives also imply the redefinition of managerial roles at three levels, meaning that we should not cling to the staid roles of traditional managers operating in traditional and hierarchical organizational structures. 
As these new roles emerge, their traditional counterparts, whether at the operating level, senior management or top-management level, still remain of crucial importance.
The leaders of MNEs need to realise that the diversity of managerial perspectives, experience and competencies peculiar to these different roles are organisational assets and should be managed accordingly.
Towards cross-cultural leadership
It is important for leaders developing a global mindset to understand that:
· a culture is peculiar to one specific group and not to others
· culture influences the behaviour of group members in uniform and predictable ways
· culture is learned, not innate; 
· culture includes systems of values 
· the meaning of leadership may vary across cultures 
· the values that leaders have may vary across cultures
· the behaviour, power sources and influence tactics of leaders may have to be modified to be effective in specific international and cultural environments
· the effective development of leaders depends on their intercultural competencies.
Not everyone agrees on the meaning of cross-cultural leadership.



Holden observes that:
managing such workers will be one of the main tasks of the cross-cultural leader, where cultures are not just a nationally or ethnically determined manifestation but, rather, determine approaches to manag¬ing which cut through and across firms clear, sharp, enduring edges.
Therefore, it is important to note the multiplicity of various cultural circumstances existing and coexisting within the organizational setting of multinational enterprises 
The nation state is not the cultural identifier; rather, people are culturally complex and everyone has an individual profile of cultural inputs.
Managing cross-cultural differences
Leadership exists in all societies and is essential to the functioning of organisations within societies.
· Cultural values of a nation or society serve as building blocks for behaviour, action, leadership practices and institutional arrangements. 
· Leadership is influenced by cultural differences such as the following:
· People have perceptual difference the nature of culture and how it influences behaviour.
· Attitudes towards authority differ from country to country 
· MNEs streamline behaviour patterns in the organisation so that the interface between national and corporate culture is tightly intertwined.
· Styles of decision making vary from culture to another.
· The practice of motivation and control also varies from one culture to another
· There are disparities in understanding as to the characteristics and effects of charismatic, transformational and transactional leadership
· Attitudes of subordinates towards laissez-faire leadership differ.
· Attitudes towards universalism and particularism differ. Universalism implies one set of rules applying to everyone, while particularism implies that rules have to be modified to fit different situations and cultural settings
· There are disparate worldviews. Outer- directed leaders align their behaviour to their situation in life. Inner-directed leaders are more intent on changing their environment and pursuing their own goals and objectives. This view embraces egocentric, manipulative and existential values. These distinctions affect practices such as:

· strategy formulation and implemention
· staff recruitment, development and retention
· business-govemment relations, 

· There are different expectations as to the attributes and skills required by international leaders
· Attitudes towards task-orientated and relationship-orientated behaviour differ among culturally distinct employees
· There are differences in assumptions as to what leadership styles should be implemented and how they should be implemented
Cross-cultural leadership styles
A charismatic leader is a person who is dominant, self-confident, convinced of the moral righteousness of his or her own beliefs, and is able to arouse a sense of excitement and adventure in subordinates. Examples include Anglo-Saxon and Latin countries where leaders are expected to be assertive and decisive.
Transformational leaders motivate their followers by inspiring them, offering challenges and encouraging individual development. This leadership style stresses the achievement of a higher collective purpose, of a common mission and vision. Individuals are treated as important contributors to the workplace.

Transactional leaders stress specific benefits that their subordinates will receive by compliantly accomplishing agreed-on tasks. 
This leadership style involves reciprocal negotiations between leaders and their subordinates and mutual exchange relationships between them 
Transactional leaders use their legitimate reward and coercive powers to give commands and exchange rewards for services rendered. Subordinates are rewarded on the basis of their work performance. The danger of taking this leadership style too far is that leaders view financial success as the key performance criterion to gain rewards.
Transformational leadership is usually the best approach to adopt when engaging in international business. 
Culture affects how employees respond to the implementation of specific leadership styles and behaviour.
The prevalence of charismatic, transformational and transactional leadership styles poses challenges to culturally distinct employees as to how they interpret such leadership behaviour
Ubuntu views the enterprise as a community of relationships reflecting group solidarity prevalent in many African cultures.
Ubuntu also emphasises sharing, supportiveness, cooperation and participative decision making based on collective values.

The importance of a global mindset
The challenge for global leaders managers is to be able to articulate a viable, global strategy, and facilitate and develop supportive processes by which globalisation can be managed. For global managers to be effective in this regard, they need to develop a global mindset.
A global mindset according to Rhinesmith is: 
a way of being rather than a set of skills. It is an orientation of the world that allows one to see certain things that others do not. A global mindset means the ability to scan the world from a broad perspective, always looking for unexpected trends and opportunities
Govindarajan and Gupta, - 'an individual's global mindset is a mindset that combines an openness to and awareness of diversity. 
People with global mindsets drive for the bigger, broader picture, balance contradictions, trust process over structure, seek opportunities in surprises and uncertainties, value diversity and continuously seek improvement. 
A global mindset leads to three strategic leadership thrusts - formulation and evocation of vision, crafting a strategy to realise the vision and focusing on mobilisation of resources. These, in turn, result in business-goal outcomes and attitudinal outcomes.
A global mindset enables managers to understand the complexities of managing
an interdependent and complex global network, 
The more global the firm's mindset is, the easier it becomes to support a global business approach in existing markets as well as to enter new markets and pursue a global strategy.




A global mindset of an organisation can be described as the ability of the firm to:
· be open to new experiences, diversity across cultures and markets, and to change over time 
· be willing to learn new skills and competencies in order to exploit global opportunities 
· operate on the premise that they can be culturally different without being better or worse than one another 
· discover new markets and to establish a presence in key markets with a view to acquiring a global competitive advantage.
Often this calls for the reorientation of the existing market focus, a redistribution of resources, a realignment of organisational structures and the selection of appropriate communication modalities
Traditional and global mindsets
Rhinesmith
The major differences between the traditional or domestic and global mindsets of organisations stem from new, diverse and constantly changing global environments.
Certain personal characteristics/traits will also be found in them as they develop a global mindset. 
Rhinesmith clarifies these personal characteristics and competencies as follows:
Knowledgeable - Technical, business and industrial knowledge is the most fundamental quality for the successful management of globally competitive processes.
Analytical - ability to understand different levels of vision, mission and strategy and to balance contradictory issues.
Strategic - ability to focus on important issues and to adjust to changing demands 
Flexible - This is the ability to adapt to uncertainty caused by changes to the global business environment. 
Sensitive - Cross-cultural management requires a sensitivity to others that invariably necessitates continuous learning and a well-developed of ego and self.	
Open - Openness and reflection lead to continuous improvement since the provide the necessary perspective fo dealing with future challenges
Managing competitiveness - ability to gather information globally that relates to the sourcing of capital, technology, suppliers, facilities, market opportunities and human resources, as well as the capacity to utilise the information to increase the competitive advantage and profitability of the firm. 
Key imperatives include formulating critical success factors for achieving competitiveness; establishing information systems in support of achieving competitive advantage.
Managing complexity - the ability to manage complex, global relationships that could affect the effectiveness and competitiveness of the firm.
Managing alignment - ability to manage decision-making processes on a global basis for various businesses, functions and tasks. This implies borderless decision-making processes and the ability to learn, and to be responsive and efficient.
This responsibility requires:
· a high tolerance for ambiguity
· the ability to identify diverse mana¬gerial behaviours for ongoing organisational renewal
· the ability to coordinate complicated financial, human resources, marketing and manufacturing interdependencies
· the ability to determine which decisions must be centralised and which decentralized
Managing change - ability to manage continuous change and uncertainty. 
Managing change often calls for:
· the creation of new opportunities from change and chaos, rather than reverting to the old order
· the use of a cyclical process of taking charge and then letting go, and using right-brain as well as left-brain thinking skills.
Managing teams - This implies the ability to manage cross-cultural teams and to dispense with the home-office way of doing things.
For international leaders/managers this means:
· acquiring insights into cross-cultural behaviour and leadership styles
· developing a flexibility that transcends cultures when managing people from different cultures.
Managing learning - This is the ability to manage organisational learning continuously through the acquisition of new fields of knowledge and cultural perspectives. 
To achieve such cognitive capacity, leaders/managers must:
· develop a capacity for systems thinking on a global 
· familiarise themselves with international relations, international economics and cross-cultural dynamics 
· stretch their understanding of the global business environment that transcends their immediate job or annual objective
Emotional intelligence (EQ)
Emotional intelligence epitomises leaders who are innately skilled in motivating and encouraging others, and being emotionally aware of what goes on in other people's minds. It highlights the attributes of self-awareness, self- regulation, motivation, empathy, trustworthiness, credibility, integrity, honesty, social responsibility, being emotionally aware of the world around them and a sensitivity to different cultures as well as an ability to tolerate ambiguity. 
Motivation within EQ would focus on a drive to achieve as well as to demonstrate organisational commitment.
In the context of cross-cultural leadership, empathy would reflect a cross- cultural sensitivity expressed, 
The attribute of emotional intelligence is particularly pronounced in transformational leadership behavior, with the attributes of transformational leadership being highly correlated with emotional intelligence.
An understanding of emotion and emotional management is the best predictor of the transformational style of leadership
The corollary to the emotional intelligence inherent in transformation is the prevalence of social capital and political influence 
Social capital epitomizes the standing a global leader has in a particular MNE or industry to influence the actions of others. 
Political capital relates to the capacity of global leaders to develop this skill by acquiring a reputation as people who get things done.
International leaders and managers draw on this political capital to develop the skills needed to influence MNEs to get things done in the context of the global business environment
Global and national changes are affecting MNEs operating in both the South African business environment and the global business environment
These changes are affecting leadership styles and management practices.
Organisations are continuously being delayered and restructured, new work organisation concepts are being developed,  the variety of communication channels that managers have to cope with has increased,
Leaders/managers have to be s0cially and culturally well adapted
This calls for an ability to express their emotions more appropriately to others and to be able to read and respond better to the emotions of others in the context of the international work environment. For this reason, it is important that leaders make every effort to develop their emotional intelligence, 
This frequently calls for cross-cultural, social interactions involving the attributes of emotional intelligence. These constitute important factors affecting the quality of the interaction.
International leadership development in emerging economies
Hough and Neuland - traditionally, international training centered on cross-cultural knowledge.
Today, training goals must be linked directly to the strategic goals.
Reflects some of the challenges facing MNEs whose subsidiary operations are located in emerging economies
These operations could include the following:
Limited relationships - This refers to MNEs with export offices, sales repre¬sentatives, joint ventures or distributor relationships in host countries.
Subsidiaries - firms with foreign subsidiaries, ostensibly staffed by expatriates, but who will eventually be replaced by locals in the host country. Locals will have to be carefully selected, trained and mentored.
Regional business - Presupposes the use of developmental assignments abroad for expatriates prior to their involvement in these businesses. It also requires host-country nationals to have similar exposure and training 
Global business - Presupposes the use of management development programmes that focus on the global aspects of economic, social, political, technological and market trends, 
Programmes emphasise the value of building global competencies
The training requirements for foreign nationals working for foreign subsidiaries -  needs are significant. 
This is because the global economy is characterised by the following:
· The global marketplace is evolving rapidly with diverse, sophisticated and changing consumer needs.
· Technological advances are breathtaking. 
· There is increased multiculturalism due to the ongoing integration of societies and cultures.
· Increased global competitiveness could well be beyond the capabilities of foreign nationals in emerging economies
· There is the real prospect of globalization widening the gap between rich and poor nations. Poverty gaps frequently indicate the limited resources and infrastructure of host countries who are unable to absorb emerging technologies.
· The scale of business risks involved is often incongruous with foreign nationals' expectations and exposure. 
· There are the changing complexities of industries, customers and competitors located in the advanced global economies.
· The explosion of innovation initiate often transcends traditional bureaucracy, enabling MNEs in developed countries to make innovation and entrepreneurship cornerstones of their strategies.
· The speed with which new goods and services are being introduced in developed countries relative to the experiences of developing host countries.
· There is the impact of organisational downsizing and restructuring 
· The speed with which diverse groups of people are being attracted to the global economy creates challenges for multi-cultural management.
· The advent of privatization

· Strategic alliances, external networks and collaborative agreements

· Progressive innovation, as the most important part of a firm’s strategy, enables it to compete effectively in domestic and global markets

· [bookmark: _GoBack]Changes to the structure of industries result from the introduction of radical technologies. This affects the abilities of firms in emerging economies to penetrate these industries and markets.
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