POLITICAL ENVIRONMENT
INTERACTION AND INFLUENCES BETWEEN OPERATION OF INTERNATIONAL ENTERPISES AND THEIR EXTERNAL AND COMPTITIVE ENVIRONMENTS:

	EXTERNAL INFLUENCES

Physical and societal factors:

Political policies and legal practices

Values, attitudes and beliefs

Economic forces

Geographical influences


	
	OPERATIONS

Objectives:

Sales expansion

Resource acquisition

Diversification

Competitive risk minimisation


	

	COMPETITIVE ENVIRONMENT

Major advantage in price, marketing , innovation

Number and relative capabilities of competitors

Competitive differences by country
	MEANS:

1.  Modes

Importing & exporting

Tourism and transport

Licensing and franchising

Turnkey operation

Management contracts

Direct and portfolio investment


	2.  Functions

Marketing

Production

Accounting

Finance

Human resources
	3. Alternatives

Choice of countries 

Organisations and control mechanism

Degree of integration among operations




POLITICAL SYSTEM AND ITS FUNCTIONS



POLITICAL SYSTEMS CAN BE EVALUATED ACCORDING TO THE FOLLOWING 2 INTERRELATED DIMENSIONS FROM WHICH POLITICAL IDOLOGY AND POLITICAL PHILOPSHY EMERGE:
Degree to which it emphasises collectivism as opposed to individualism

	Collectivism
	Individualism

	Emphasizes collective goals opposed to individual goals

Ties between individuals are tight

People are born into collectives such as extended families

Everyone is supposed to look after interest of his collective
	Emphasizes importance of guaranteeing individual freedom and self expression
Ties between individuals are loose

Individual achievement is highly valued

Individuals are to take care of themselves


Degree to which it is democratic or totalitarian

	Democratic
	Totalitarian

	Political system

Government is by the people

Exercised directly or through elected representatives
	Form of government in which 1 person or political party exercises absolute control over all spheres of human life

Other political parties are prohibited


POLITICAL INVOLVEMENT AND ITS IMPACT

Changes in government result in changes in policy and attitudes towards foreign business

Government can either:

Encourage foreign activities - by offering attractive opportunities for investment and trade

Or 

Discourage foreign activities – by imposing restrictions such as import quotas

POLITICAL RISK

Impact of political change on international firms operations and decision making processes

Political environment is connected to international business environment through concept of political risk

Checklist for assessing political risk of country:

· Form of government 

· Length of leadership in power

· Extent of leadership changes 

· History of government stability

· Volatility of electorate and popular support for leadership

· Role of military in politics and religious, ethnic or ideological splits

· Amount of political participation allowed or tolerated

· Prospects for domestic political violence

· History of coercion [intimidation] and regional political alliances

· Trade or labour disputes

· External threats to supplies or markets

	Developing countries
	Industrialised countries

	Risk of greatest concern:

Civil disorder

War

expropriation
	Risk of greatest concern:

Labour disruption

Price controls – threat to profitability


POLITICAL SPECTRUM

	DEMOCRACY


	TOTALITARIANISM

	Citizen should be directly involved in decision making
	Communist totalitarianism – dictatorship

	Representative democracy
	Theocratic totalitarianism – political power is monopolised by party – that governs according to religion [Islam]

	
	Tribal totalitarianism – political party that represents interest of particular tribe monopolises power [not necessary majority tribe] 

	Right to freedom of expression, opinion and organisation
	denied

	Free media
	denied

	Regular elections
	denied

	Universal adult suffrage
	

	Limited terms for elected representatives
	

	Fair court system
	

	Non-political state bureaucracy
	Political repression – those that question – is imprisoned or worse

	Non-political police
	

	Relative free access to state information
	


STRATEGY





Implementation


 And adjudication





Interest aggregation





INPUTS:


Interest articulation by


Politicians


Individuals


Businesses


Interest groups





Policy alternatives formulated





OUTPUTS:


New policies by:


Political parties


Bureaucracies


Legislatures


Courts








DOMESTIC ENVIRONMENT





INTERNATIONAL


ENVIRONMENT








