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* The links between globalization, organizations and business

* Managing globaly — local preferences and global standardization

* The role of multinational and global companies

* Analysing the organization’s Environment — Ethical behaviour




Outcomes

* Acquire competences and knowledge to analyse the global environment that shapes
the organizational behaviour.

* As a future managers you need to gain knowledge about current trends in ethic
business and Corporate Social Responsibility approaches.




Managing Globaly

As the globalization of business continues, organizations must be analyzed and managed in a new
way.

Simply considering how office workers behave and perform at Apple headquarters in Cupertino,
California, and then attempting to generalize findings and conclusions and apply them to office
workers at Lenovo Group (which purchased IBM’s PC business in 2005) in Beijing, China, is not
sufficient.

American office workers and Chinese office workers definitely think and behave in different ways.
Behavior, structure, and processes are all crucial to the successful operation of an enterprise.

There will be no national products or technologies, no national corporations, no national
industries.

If development of people is vital on a national level, it is certainly vital on an organizational level.




Managing Globaly

Today, however, economic and business activity includes global strategic alliances,
worldwide production and distribution, and regional integration agreements such as the
European Union, Asia-Pacific Economic Cooperation, and North American Free
Trade Agreement.

The multinational corporation conducts its business in various countries, adapting its
products and practices to local conditions by customizing products for specific
markets.

In contrast, the global corporation avoids the high relative costs of the multinational
corporation by offering universal standardized products for a homogeneous world
market.




Managing Globaly

Developing successful global strategies and approaches to managing diverse workers
has become a new requirement for managers.

It is often the case that management practices in an organization relate to the
nationality of its ownership rather than to the particular locations of its facilities.

However, it is no longer enough to simply assume that a motivational approach, job
design technique, or performance review system will have similar results for all workers
in all settings.




Challenges for Management in a Global Environment

* Today managers who make no attempt to learn from and adapt to changes in
the global environment find themselves reacting rather than innovating, and
their organizations often become uncompetitive and faill.

Five major challenges stand out for managers in today’s world:
1. building a competitive advantage

maintaining ethical standards

managing a diverse workforce

utilizing new technologies

A A

practicing global crisis management
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Managing Globaly

The Ford Motor Company, which was founded in 1903. Although it enjoyed widespread success in
the U.S. domestic market, it was not until the 1960s that the company evolved from phase I to
phase II by aggressively pursuing international expansion.

In 1967, Ford of Europe was established, which eventually helped Ford to enter phase III of
corporate evolution, the multinational stage.

Phase I'V of evolution, the global stage, emphasizes that firms need to understand their customers’
and other stakeholders’ needs, quickly translate them into products and services on a least-cost
basis, and market them effectively. Ford is attempting to accomplish this by selling off its luxury
brands (i.e., Jaguar, Land Rover, and Volvo) so that it can meet tougher carbon emission guidelines
in different countries.

The ability to diagnose customers’ and stakeholders’ needs, manage cross-cultural transactions,
manage multinational teams, and form and manage effective global alliances is crucial to
succeeding in the fourth phase.




Managing Globaly — Global Manager

The global manager is a person who views markets,
production, service, and opportunities globally and
who seeks higher profits for the firm on a global
basis.

The truly global manager is at home anywhere in the
world. He or she is considered open to national ideas
and free of prejudices or attachments to one
community, country, or culture.

This awareness and understanding is acquired by
observation, learning, participation, and involvement
with people from many different countries and
cultures.

Global strategic
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Effective Global Team building
Managers Need skills
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Managing Globaly — Global Strategic Skills

Managers operating in a globally shifting work environment will need a
working knowledge of international relationships and foreign affairs,
including global financial markets, international law, and exchange rate
movements.

Understanding global economies of scale, work ethics of employees, and
host government policies and procedures will be required to formulate
feasible, fair, legal, and effective strategies.




Managing Globaly — local preferences and global standardization

Procter & Gamble’s liquid detergent failed in Europe when it was introduced because European
washing machines were not equipped for liquid detergent. Modifications to the detergent were made
and sales subsequently improved.

Kellogg’s Corn Flakes were eaten primarily as a snack when introduced in Brazil. With educational
advertising, Corn Flakes gained acceptance as a breakfast food.

L’Oréal markets its hair care and cosmetic products in more than 100 countries. It has adopted and
implemented a strategy to produce local products adapted to local markets, while it reaps world
economies of scale in research and development, raw materials sourcing, and productivity balancing.

Nestlé has tailored products to what the Chinese consumer wants and needs—instant noodles,
seasonings for Chinese cuisine, mineral water, and a popular live-lactobacillus health drink.

Examples suggest that global success requires striking a balance between capitalizing on
resources and needs within a nation and capturing a vision of a globalizing world. Local
requirements such as customer satisfaction must be met.




Analysing the organization’s Environment - demographics

* Demographic changes pose some of the most significant challenges for management
in the twenty-first century.

* The workforce in industrialized economies is ageing.

*  The proportion of the population who have retired from employment is growing
relative to the proportion of the population still in work.

* An ageing population is one consequence of people living longer and having fewer
children.




Analysing the organization’s Environment - demographics

Generations

Parry and Urwin (2011) identify the following generations:

® \leterans, born 1925 to 1942; also known as the silent
generation, matures, or traditionalists;

® Baby boomers, born 1943 to 1960; also just called
boomers;

® Generation X, born 1961 to 1981, also known as baby
busters, the thirteenth, or the lost generation;,

® Generation Y, born since 1982; also known as millen-
nials, nexters, or echo boomers.

Other commentators recognize

® Generation C, born since 1990: Connected, Communi-
cating, always Clicking.

These dates are approximate, and there is considerable
disagreement about them. You will find different versions
elsewhere.




Analysing the organization’s Environment - demographics

* Governments have been trying to raise retirement ages in order to reduce the drain on
welfare budgets and pension systems.

*  How will organizations fill the gaps as boomers retire, taking their knowledge and
experience with them, while the proportion of skilled youngsters in the workforce is
shrinking?

*  Will older workers adapt to new technologies and working practices, and take
management orders from youngsters?

* Arecent survey of over 1,000 managers found that most organizations had not yet
developer their age management policies. Younger managers find it difficult to manage
older workers, who have different drives, and need flexibility (to care for elderly parents
and grandchildren, for example).




Analysing the organization’s Environment - demographics
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On the grid 24/7: here comes Generation C

——

Generation C is the label being given to those born after
1990. The ‘C’ stands for connected, communicating, content-
centric, computerized, community-oriented, and always
clicking|. This is the first generation to have grown up with
the internet, social media, and mobile handheld computing,
for whom 24/7 mobile and internet connectivity are taken
for granted, and freedom of expression is the norm. These
technologies encourage more flexible forms of working,
and less hierarchical organizations, and they are blurring the

boundaries between work and personal life. By 2020, Gen
C will make up over 40 per cent of the population in America,
Europe, and the BRICs countries (Friedrich et al., 2011).

Gen C will be ‘on the grid" 24/7. Connected around
the clock is normal for Gen C. Global mobile phone and
internet use are predicted to increase as follows:

2012 2020
mobile phone users 4.6 billion 6 billion
internet users 1.7 billion 4.7 billion

Gen C will be ‘social animal 2.0", with a wide range of
personal relationships driven by social networks, voice
channels, online groups, blogs, and electronic messaging.
This will create fast-moving business and political press-
ures as information and ideas spread more widely, more
quickly.

There are organizational consequences. Most Gen C
employees will bring their own computers to work rather
than use corporate resources. There will probably be more
work done by virtual project groups, with fewer face to
face meetings, and less frequent travel.



Analysing the organization’s Environment - demographics

e Other demographic trends that will affect many organizations include global migration,
triggered in part by wars, improved communications and transport, and in Europe new
rules concerning harmonization and labour mobility.

* This contributes to a richer ethnic, cultural, and religious mix in a given workforce, and
puts a premium on the ability to manage this diversity of values, needs, and preferences.

*  Further trends include the development of ‘the hourglass economy’, divided between
educated and skilled knowledge workers, who are in demand, and poorly educated,
untrained and poorly paid manual and clerical workers, for whom there are fewer job
opportunities.

» Lifestyles and values are changing, affecting the formation and composition of
households, patterns of living and consumption, trends in leisure and education, and
preferences in working patterns.




Analysing the organization’s Environment — PESTLE analyis

Political:
government policy, ideology
war
civil unrest
terrorism
interest groups
trade union policies and
activities

Economic:
economic growth patterns
competitor behaviour
supplier behaviour
raw material prices
currency exchange rates
tax regime
wage rates

Technological:
computing power and costs
new products, new facilities
engineering innovations
new materials

e internet trading

new production methods
and processes
innovation in transport

v

the organization

F X

Social:
demographic trends
lifestyle preferences
social values
attitudes to work
discrimination trends
labour mobility
skills availability

Legal:
specific laws
European harmonization of
legislation and taxation
international law
international trade
agreements
human rights
local regulations, by-laws

Ecological:
environmental concerns,
protecting countryside and
shoreline
reducing toxic emissions,
pollution, spills
regulations concerning use
of certain techniques, e.g.,
genetic modification of food
hazard prevention
noise pollution




Analysing the organization’s Environment — PESTLE analyis

External environmental pressures:

political factors
economic factors
social factors
technological factors
legislative factors
environmental factors
possible future scenarios

lead to
change in

Internal organization responses:

organization strategy
organization structure
management style
working practices
employment patterns
innovative solutions




Analysing the organization’s Environment — Ethical behaviour

* Organizations and managers are expected to behave ethically. The emphasis on this
aspect of organizational behaviour has increased in the twenty-first century, for two
reasons.

e The first concerns a number of high-profile corporate scandals (Enron, Worldcom).

* The second concerns increasing media scrutiny of organization and management
practices, focusing on environmental issues and the use of low-cost labour.

® Video: UNDP — SDGS https://www.undp.org/content/undp/en/home/sustainable-development-goals/background.html
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The evolution of modern era CSR
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FIGURE 3: CIRCULAR ECONOMY SYSTEM DIAGRAM
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Cradle to Cradle (C2C)
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3 TRANSPARENCY
INTERNATIONAL

the global coalition against corruption

YEARS

CORRUPTION
PERCEPTIONS
INDEX 2018

The perceived levels of public sector
corruption in 180 countries/territories
around the world.
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Analysing the organization’s Environment — Ethical behaviour

Ethics the moral
Three-level framework which includes the ethics of the individual manager, the principles, values, and

organization’s ethical stance, and the organization’s approach to corporate social ~ rules thatgovern our

ey eqe decisions and actions
respons1b1hty. with respect to what is

right and wrong, good
. . . . . . . . . . and bad.
* Level 1, individual ethics, concerns the decisions and actions of individual

managers, and the ethical principles behind their behaviour;

* Level 2, the organization’s ethical stance, concerns the extent to which the
organization’ minimum obligations to stakeholders and to society at large will
be exceeded;

* Level 3, corporate social responsibility, focuses on how the organization puts
its ethical stance into practice, by addressing different stakeholder interests.




Analysing the organization’s Environment — Ethical behaviour

Video: Fair Trade introduction -Fair Trade — video: https://www.fairtrade net/standard/spo

FAIRTRADE



https://www.fairtrade.net/standard/spo

The ethical decision tree

Gather the facts surrounding
the behaviour

Utility: do the outcomes benefit the majority of stakeholders?
Rights: does the act respect individual entitlements?
Justice: is the process fair and equitable?

Are there any
* overwhelming factors?
¢ dual effects?
* incapacitating factors?

Yes

The behaviour
is not ethical

The behaviour
is ethical




Coca-Cola: thirsty for sustainability

Sensitive to accusations that it runs a wasteful, unethical,
and polluting business that does not make a social con-
tribution, Coca-Cola in Europe responded with a series of
corporate responsibility initiatives (Wiggins, 2007):

® restricting the marketing of its products to children

* working with the World Wildlife Fund to find ways to
cut back and to replenish the 290 billion litres of water
that the company uses annually

® working with Greenpeace to develop environmentally
friendly beverage coolers and vending machines to
reduce the emission of hydrocarbon greenhouse gases

® monitoring the agricultural impact of the company into
tea, coffee, and juice drinks which require it to purchase
ingredients from around the globe.

Websites accuse the company of exaggerating the ben-
efits of an unhealthy product, of management complicity in
the deaths of union organizers in bottling plants in South
America, and of reducing and polluting local water supplies
in India: see www.killercoke.org and www.indiaresource.
org/campaigns/coke/2004/risingstruggles.html.




RECAP

Managers operating in a globally shifting work environment will need a working knowledge of international
relationships and foreign affairs, including global financial markets, international law, and exchange rate
movements.

Understand the concept of corporate social responsibility, and the practical and ethical implications of this concept
for organizational behaviour.

*  Businesses and their managers are expected to act in responsible and ethical ways, contributing to social and
environmental outcomes as well as making profit.

*  Responsible practices include, for example, the business contribution to the community, the Sustainable use of
resources, ethical behaviour in relationships with suppliers and customers, and the impact of the business on all
stakeholders.

*  Critics argue that it is government’s job to deal with social and environmental issues, that the role of business is
to maximize profits while operating within the law, and that managers who donate company funds to ‘good
causes’ give away shareholders’ money.
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