
Chapter 1: Globalization and 

International Business



Chapter Objectives
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� To define globalization and international 
business and show how they affect each other

� To understand why companies engage in 
international business and why international 
business growth has accelerated

� To discuss the major criticisms of globalization
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International Business

Copyright © 2011 Pearson Education, Inc. publishing as Prentice Hall 

1-5

International business consists of all 
commercial transactions—including sales, 
investments, and transportation—that take 
place between two or more countries

Increasingly foreign  countries are a source 
of both production and sales for domestic 
companies



International Business ? 



Studying International Business is Important
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� Most companies are either international or compete 
with international companies

� Modes of operations may differ from those used 
domestically

� The best way of conducting business may differ by 
country

� Global events influence companies of all sizes and
industries. 
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International Business: 
Operations and Influences 
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Globalization is the ongoing process that deepens and 
broadens the relationships and interdependence 
among countries. 



Factors Contributing to Rapid Growth of International 
Business
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1. Increase in and expansion of technology

2. Liberalization of cross-border trade and resource 
movements

3. Development of services that support international 
business

4. Growing consumer pressures

5. Increased global competition

6. Changing political situations

7. Expanded cross-national cooperation



Factors Contributing to Rapid Growth 
of International Business



Factors Contributing to Rapid Growth 
of International Business
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Measuring Globalization
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� A.T. Kearney/Foreign Policy Globalization Index



What’s Wrong with Globalization
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� Threats to national sovereignty

� Economic growth and environmental stress

� Growing income inequality and personal stress

� Offshoring is controversial in terms of who benefits 
when costs are reduced and whether the process 
exchanges good jobs for bad ones. 



Companies Engage in International Business
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� To Expand Sales:
� 90% of total production of Beko is exported (almost 80% of its sales)

� Turkish airlines’ passangers increased 10% when it joined Star Alliance in 2009. 

� To Acquire Resources:
� Turkey produce 75% of worlds’ hazelnut (nutella)

� To Diversify or Reduce Risks:
� Nestle has 13 suppliers around world such as China, England, Thailand

� Nestle experienced slower growth in US but higher growth in Asia. 
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Multinational Enterprises
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Multinational Enterprises (MNEs) take a global 
approach to markets and production. Sometimes 
they are referred to as multinational corporations or 
companies (MNCs) or transnational companies 
(TNCs). 


