	CHAP. 26  INTERNATIONAL BUSINESS


TRANSNATIONAL COMPANIES

Have their head office in one country and factories in other countries, i.e. IBM, Volkswagen, Siemens, Nestle, Intel, Guinness.

Development of T.N.C

· Easier transfer of money between countries

· Technological improvements regarding travel & communications have helped to reduce any difficulties that subsidiaries (outlet) went through.

· Manufacturing in other countries is a way of avoiding tariffs of import

· Increasing sales/profits helping to WORLDWIDE recognition

Positive Impacts of T.N.C

	1. Employment
	Raw materials & services from local firms are being bought, this creates employment and a better std of living.

	2. BOP
	Exp of host country increase sales effort of TNC. This has a positive effect on BOP & BOT. Imports of certain goods will not be as great also.

	3. Competition
	This is stimulated in the host country with beneficial effects on prices, efficiency and innovation.

	4. Government finances
	TNC are important source of revenue for the govt through corporation tax on profits, VAT on purchases, PRSI, PAYE.


Negative Impacts of TNC

	1. Large grants
	Often required before they set up in a country

	2. Repatriation of profits
	They may transfer all profits to the home country

	3. Political Pressure
	Because of their size they have been known to exerts some pressure on govt./ politicians in relation to taxes/grants etc.

	4. Social Implications
	If they become unprofitable in a certain country they shut down without much notice. Their main focus is profit.


GLOBALISATION

Defined as “the building of a product brand and company image throughout the domestic world” HOWEVER “The marketing of a firms product is not only for the domestic market but also throughout the worlds markets”

Reasons for Globalisation

1. For firms to increase sales/profit they must sell outside domestic market

2. Economies of scale will be achieved by firms reducing costs and increasing profits

3. Advances in IT have led to enable firms to operate globally (e.g) video conferencing

4. better travel infrastructure leads to firms being able to access foreign markets with greater ease

5. Management of firms may have good relationships with international market contacts

I.T can help global firms in the following ways:

1. Decision  Making

Mgt can avail of up to date information from any part of the world by using e-mail/video conferencing etc.

2. Transmission of Information

Obtain information instantly. Different company outlets can be linked together through databases (e.g) useful for ordering stock. 
3. Internet
www allows global firms access any new information on the size of populations or cultural differences which helps in dealing with individual markets.

	Global Marketing Mix – 4 P’s


Product – may be adjusted to suit 

· Regulations in different countries

· Lifestyle/culture difference

· Different uses the product might have in different countries

Price charged in different countries must take into consideration

· Standard of living of different countries

· The extra costs of transport 

· Any duties or taxes that other countries may require

· Local prices

Promotion must take the following into account – language, cultural differences and any legislation regarding advertising.

Place - in terms of global marketing the channel of distribution is longer than in domestic market and usually includes exporters and importers. Because global firms will have insufficient knowledge of local markets it is imperative for firms to use overseas sale agents.

STANDARDISED MARKETING MIX

The same marketing strategy is used throughout the World, the product is promoted in the exact same way in different markets.

ADAPTED PRODUCTS MARKETING MIX

The product is adapted for different markets (e.g.) right hand drive cars in Ireland /UK AND not in Germany/France.

	PROBLEMS in Globalisation


1. Language difficulties

2. Different rules/regulations in different nations

3. Market Research is going to be expensive

4. Different standards of living in different countries

5. Need for manager with wide range of skills to be able to deal with different markets

Examples of Global Firms

Cars: FORD/TOYOTA/NISSAN/VOLVO

Softdrinks: COCA COLA/PEPSI/LUCOZADE

Computers: IBM/DELL/APPLE

Sports Gear: Nike/adidas/umbro/reebok

Difference between Global company/T.N.C

Global companies attempt to sell a standardised product in all countries in same way whereas TNC’s take the difference between countries into consideration.
