QUESTION B1

BRIEFLY DISCUSS FOUR MAIN FORCES IDENTIFIED BY STONEHOUSE THAT DRIVE GLOBALISATION
1. Political forces

2. Economic forces

3. Social forces

4. Technical forces
EXPOUND ON FIVE OF THE COMMON NON TARIFF BARRIERS

Non tariff barriers that may be described as all measures

Beside tariffs that may affect international trade through quantitative government restrictions

Not obvious – more difficult to accommodate

Examples:

Import quotas

Restrictions on public purchases of goods produced on local market

Export restrictions

Various levies

Production subsidies

Income tax concessions on export profits

Advance deposit schemes for imports

Different exchange rates for different transactions

Exchange rate control

Foreign exchange restrictions

COMMENT ON FIVE OF THE PROBLEMS OF DOING BUSINESS WITH SOUTH AFRICA WHICH MIGHT FRUSTRATE COUNTRYS EXPORT EFFORTS p46
High cost of raw materials

High cost of capital goods

High transport costs

Low productivity

Lack of production capacity

Tax structures

Financial constraints in foreign markets

Inadequate and costly trade finance schemes

Sanctions

Economic uncertainty and violence

World demand conditions

QUESTION B2

DISCUSS FIVE OF THE IMPLICATIONS OF THE ADVENT OF THE EURO FOR SOUTH AFRICA AND ITS BUSINESS COMMUNITY

Understanding implication of the euro:

Trade balance:

NB factor of change as EU and rest of world moves out of current global recession period, is likely to acceleration in European economic growth

This in turn will lead to increase in European demand cycle and should lead to increased importation from SA
Other factor change is to be increased internal flow of trade in EU single market, which could work to detriment of foreign importations

This should not have major impact on totality of SA exports to EU given fact that exports are mainly non-substitutable [gold, diamonds, coal and iron]

Stock market
Consolidation of euro financial market is expected to lead to increased European investment in emerging markets

Provided that government can SA Reserve Bank are able to hold political and economic determinants stable, increased foreign investment particularly via JSE may be anticipated
Currency impact
Combination of increased exports to euro-zone, coupled with increased foreign investment in JSE should have positive impact on SA balance of payments and consequently on stability of the rand

South African pricing policies
SA companies that export to 12 first wave EU euro member countries will in future see their pricing strategies considerably simplified since they will only have to deal with 1 exchange rate calculation

Capital flows between countries and SA should move more easily and with less currency conversion costs

EXPLAIN WAYS IN WHICH ECONOMIC ACTIVITY CAN BE MEASURED AS MEANS OF DETERMENING THE LEVEL OF ECONOMIC DEVELOPMENT OF A COUNTRY [P148]
COMMENT ON THE IMPORTANCE OF PURCHASING POWER PARITY [PPP] IN MEASURING OF ECONOMIC GROWTH OF A COUNTRY 
GNP and GDP do not account for differences in cost of living between countries and can therefore be misleading if used unadjusted as basis for decision making
To accommodate differences in cost of living between countries – data for per capita GNP and GDP it has to be adjusted by introducing concept of purchasing power parity [PPP]
Purchasing power is value of goods and services that can be purchased with one unit of country currency
PPP is relative ability of 2 countries currencies to buy same basket of goods in those 2 countries

PPP adjusted data provide valuable information on reliable income, consumption and buying patterns

	Absolute Purchasing Power Parity
	Relative Purchasing Power Parity

	Commodity or service costs the same, regardless of where it is sold or what currency is used
	Does not serve as indicator of absolute level of exchange rates but rather of the change in exchange rates over time

	
	Change in exchange rate is determined by differences in inflation rates between 2 countries

	
	Tells us exchange rate is between SA and some foreign country will rise if SA inflation is higher that that of foreign country


QUESTION B3
RHINESMITH DEVELOPED A MODEL OF SIX COMPETENCIES WHICH HE USES TO SYSTEMATICALLY DESCRIBE THE REALTIONSHIP BETWEEN GLOBAL MINDSET AND EFFECTIVE MANAGEMENT BEHAVIOUR.  IT BUILDS UP TO WHAT HE CALLS A GLOBAL MANAGERS GUIDE TO ACTION.

6 Competencies:

Manage competitiveness by being knowledgeable and driving for the broader picture

Manage complexity by being strategic and engaging in processes

Manage change by being flexible and flowing with change

Manage teams by being sensitive and valuing diversity

Manage learning by being open and learning globally

	Characteristic
	Competency



	Knowledgeable
	Managing competitiveness

	Analytical
	Managing complexity

	Strategic
	Managing alignment

	Flexibility
	Managing change

	Sensitivity
	Managing teams

	Openness
	Managing learning


	Managing competitiveness
	Ability to gather information in a global basis concerning global sourcing of capital, technology, suppliers, facilities, market opportunity and human resources, and
The capacity to utilise the information to create competitive advantage and profitability of organisation

	Managing complexity
	Demands ability to identify, analyse, and intuitively manage complex relationships on global basis which affect personal and organisation effectiveness

Key practices are:

· Manage relationship which are simultaneously cooperative and competitive such as strategic alliances, subsidiary relations

· Identify contradictions and paradoxes in work environment

· Use intuitive as well as analytical skills to assess feel for the information gathered and direct activities accordingly

	Managing alignment
	Ability to appropriately centralise and decentralise decision making for various business functions and tasks
To provide quickest, best and most coordinated decisions and actions on global basis and to develop and dissolve temporary teams and mechanisms to deal with environmental change

Abilities needed to function in flexible organisation:

· High tolerance for ambiguity, new levels of creativity & inventiveness

· Ability to identify diverse managerial behaviours

· Ability to learn and become more efficient

· Ability to coordinate complicated financial, human resources, marketing and manufacturing interdependencies

· Ability to recognise different manufacturing, marketing and organisational problems

Key practices:

1. Determine which decisions to be centralised for coherency and efficiency and which to be decentralised for responsiveness

2. Develop global strategy and structure that is fixed



	Managing change
	Ability to manage continuous change and uncertainty on personal and organisational level

Ensuring that adequate blend of flexibility and control are achieved

Which will enable organisation to be responsive to change in environment

Global managers will need to act more as equals and less than dominant decision makers. It is NB that managers in other countries are in agreement with strategy

Key practices:

· Work with continuous global change rather than stability

· Create new opportunities out of change

· Manage change as cyclical process of taking change and letting go

	Managing teams
	Ability to manage teams that represent diversity in functional skills, experience levels and cultural background with cultural sensitivity and self awareness

Key practices:

· Learn and use and understanding of basic dimensions of cross cultural behaviour and impact on managerial style and organisational functioning

· Develop cultural self awareness which allows one to contrast ones own culture to another

	Managing learning
	Ability to manage personal and organisational learning and improvement on continuous basis through exploration of new fields of knowledge and new cultural perspectives

Key practices:

· Develop capacity for systems thing at every level of personal and organisational functioning

· Search for context and broader influences on global basis that may affect personal or organisational success

· Develop working knowledge of international relations, economics and cross cultural differences that will allow effective interaction with foreign suppliers, customers and partners
· Develop a sense of meaning and purpose in personal and organisational life that transcend the immediate job or annual objective

	
	


BRIEFLY DISCUSS FIVE TRANSNATIONAL COMPETENCIES LISTED BY ADLER AND BARTHOLOMEW, WHIICH GLOBAL LEADERS NEED

1. Global leaders must understand worldwide business, political and cultural environments from global perspective

2. Global leaders must learn about many cultures, perspectives, tastes, trends, technologies and approaches to conducting business

3. Global leaders must be skilful at working with people from many cultures simultaneously and no longer deal with each country’s people on separate basis

4. Global leaders must be able to adapt to living in other cultures and need cross cultural skill on daily basis throughout career

5. Global leaders interact with international colleagues as equals, rather than form within clearly defined hierarchies of structural or cultural dominance and subordination

MANAGING LEARNING IS THE ABILITY TO MANAGE PERSONAL AND ORGANISATIONAL LEARNING AND IMPROVEMENT ON CONTINUOUS BASIS THROUGH EXPLORATION OF NEW FIELDS OF KNOWLEDGE AND NEW CULTURAL PERSPECTIVE

COMMENT ON THREE KEY PRACTICES THA NATIONAL MANAGERS AND MANAGEMENT AT HEADQUARTERS SHOULD ADHERE TO
· Develop capacity for systems thing at every level of personal and organisational functioning

· Search for context and broader influences on global basis that may affect personal or organisational success

· Develop working knowledge of international relations, economics and cross cultural differences that will allow effective interaction with foreign suppliers, customers and partners

· Develop a sense of meaning and purpose in personal and organisational life that transcend the immediate job or annual objective
