



Introduction 
In today’s globalized society, the need for strategic ventures in to both established and emerging economies has fast become a prerequisite for modern organisations. In this paper we will look at Rio Tinto’s moves in to international markets, the rationale for their chosen locations, entry methods and the influences and impacts upon the business at both an operational and strategic level these methods have had. 
With the rapid pace of change and growth the thirst for raw materials is getting stronger and stronger, with materials suppliers pursuing rapid exploration opportunities, and new economies looking to gain a foot hold on global markets; how are trade deals and relationships built and maintained? 
In this paper we focus our attention on Rio Tinto and a small sample of their international partnerships to further our understanding of the interactions and implications on the macro environment
Main body
The Rio Tinto group consists of Rio Tinto plc and Rio Tinto limited, which are listed on the London Stock Exchange and Australian Securities Exchange respectively. Rio Tinto are a large mining organisation with principal products of aluminium, copper, Iron ore and exploration amongst others. The parent organisation operates and controls a vast portfolio of partnerships and subsidiaries to drive the strategy forward. A significant part of global strategy and international management is concerned with issues of knowledge and learning (Hotho, Lyles and Easterby-Smith, 2015). To this end, the exploratory nature of the industry bears heavy reliance on the relationship Rio Tinto garners with its partners and international markets. This “relationships” approach has been mainstay of Rio Tinto’s business model since the outset. 
The global growth and retrenchment strategy and standardisation of raw materials across all market sectors has increased Rio Tinto’s knowledge base and bolstered its position in the market place, producing efficiencies through economies of scale and a continual improvement in safety and critical risk management which in turn is marking Rio Tinto as a reliable source of inward investment and a strong draw for new and emerging economies. This system of management is in alignment with New Trade Theory in which participants are also generally early entrants to markets and likely to become dominant or monopolistic within those markets. 
Rio Tinto was formed by a consortium who purchased an established mine on the banks of the Rio Tinto on the Spanish mainland, hence the origins of the name. With the desire to expand in to the rich lands of Australian outback, Rio Tinto went in to partnership with Australian companies, later to merge and operate as separate divisions in the newly formed Rio Tinto group. This merger was brought in to force to align the partnerships overall direction and strengthen their position and this approach has formed the strategic direction of Rio Tinto since (Rio Tinto, 2008). With the two divisions of Rio Tinto now forming a complex organisational structure of international areas and products in a matrix type model [FIG.1], giving a grand base on which to launch new subsidiaries. According to the CIPD (2012) Matrix structures work best in project-based operations where individual projects run for a prolonged period of time and managers can focus on their singular objective.[FIG.1] International Area Structure

For Rio Tinto the decision to enter markets is based primarily on the natural resources available, or suspected. For this paper we will look at four ventures in the Rio Tinto portfolio: Mongolia, Papua New Guinea, China and Australia.
The key factors influencing Rio Tinto’s motives for entry in to these countries are based on the abundance of land and suspected high yield material deposits within those lands. The facilitation of cross-border trade through intergovernmental agreements and the creation of trade blocs amongst neighbouring nations provides the normative entry methods, as provisions for trade within blocs comes with benefits pertaining to tariff and quota relief. However trade agreements are not high on the agenda for Rio Tinto’s exploratory ventures: political and social stability being key proponents to selection, but the commercial aspect of Rio Tinto is indeed heavily influenced by trade deals, tariffs and quotas. China, Rio Tinto’s largest customer, while bound by the WTO’s rules to offer equal tax treatment for both imported and domestic products can and indeed do adjust VAT rebate levels to suit policy objectives (Export.gov, 2016). Rio Tinto’s Australian operation are able to gain further favour through the China-Australia free trade agreement (chAFTA) (Department of foreign affairs and trade, 2017). 
Trade between Rio Tinto and Mongolia is party to a “double-taxation” policy, which is an agreement between the UK and Mongolian governments to establish a system in which taxes are only attributed at either the domestic or foreign end of transactions (UK/Mongolia double taxation convention, 1996). Trade with Mongolia has not run smoothly, with opposition parties and some government members pushing toward receiving a greater share of the wealth generated from the mine (Ker, 2016). However economists are surmising a favourable outcome for Rio Tinto, compared to the previous government. However the political climate in Mongolia is tumultuous with critics suggesting that a shift to a market economy is hindered by a government who is reported to be:
“too directly involved in economic activities…  …Number of state-owned companies, created by politicians and their cronies to serve their own economic interests” (Dambadarjaa, 2017)
This causing some uncertainty for the future of Rio Tinto’s expansion of the Mongolian mine. In 2015 Rio Tinto and the Mongolian government renegotiated terms: 
· Reduction in Rio Tinto’s service charge from six percent to three percent
· Rio Tinto relinquished two percent royalty fee
· Accepted amendments in how royalties to the state are calculated
· Rio Tinto will pay $30m tax bill instead of $127m that was initially calculated (FT.com, 2015)


Uncertainty and cultural differences are key causes of concern for organisations entering new markets. Rio Tinto for the most part overcome this with their strategic models of partnerships and subsidiaries in new and emerging markets. The regional and national differences amongst people and politics is something that cannot be taken lightly, and a comprehensive understanding of the locations the organisations are entering are imperative. To this end, the decisions of Rio Tinto to enter in to partnerships, or procure local established business as means to overcome this cultural dilemma begins to bear fruit: The shared burden of financial costs, reduced risk and access to pre-existing infrastructure and channels combined with localised knowledge of both culture and legal frameworks outweigh the negatives of joint ventures; while relationships are favourable.. 
The validity and benefits of using local content for host nations is becoming more apparent, and the stimulus it provides to economic development to alleviate poverty and achieve prosperity has driven many extraction-based economic nations to implement Local Content Policies (LCP’s), which in the long term will be of significant benefit based on the knowledge and skills transferred alone (Worldbank.org, 2016). Local content according to the WTO (2017) is a “requirement that the investor purchase a certain amount of local materials for incorporation in the investor’s product” while ResourceGovernance.org (2015) states that Local Content is the value that an extraction project brings to the local, regional or national economy beyond the resource revenues. Striving to hire local labour and procure local products wherever possible; and can be a major catalyst for wider economic development (Rio Tinto, 2015). Development of these nations beyond that of solely extraction-based economy is vital for long term prosperity, as dependence on natural resources hinders development and those nations perform significantly worse than nations without the natural abundance (Semykina, 2015; Rabiu, 2013; Ross, 1999; Auty, 1994). 
The success of LCP’s is reliant on the relationship between the organisation and its cultural understanding of the local economy, and the government and their policies; this, much like the rationale for joint ventures should offer a level of security and coverage for the comprehension of local culture and the macro-environment. This building of relationships has proven to be more troublesome for Rio Tinto than perhaps it should have been, for example in Papua New Guinea We have seen significant local distress:
 In the 1960’s the discovery of copper on the island of Bougainville led to the development of the Panguna mine by ConZinc RioTinto Australia (CRA) (The precursor to the merging in to the Rio Tinto group). CRA registered various traditional landowners of the Nasioi language group, but excluded women despite their position as custodians of the land under their traditions (NFSA, 2017). This initial cultural ignorance set a tone for the perception of CRA. This perception would not get any better with very little of the profits making it back in to the community, while the main rivers were killed off by acid-laced mine tailings, forcing thousands to leave their ancestral homes. The lack of financial resources being redistributed and the destruction of lands, estimated to be as much as $1billion of environmental damage to once fertile lands now representing a moonscape are cited as being key proponents of the civil war (Flitton, 2016; Burke, 2011).
Rio Tinto are failing to learn from the mistakes of the past and not fully understanding the cultural differences and impact that culture has, Chung (2009) states that Rio Tinto has failed to recognise the importance that relationships play in Chinese society, and perhaps the failure of both parties to understand the culture of the other plays a major contributory factor to the collapse of the $US19.5billion deal between Rio Tinto and Chinalco? The cultural misunderstanding continues with Rio Tinto failing to ingratiate themselves to the nomadic lifestyle of the residents at its Mongolian site (ESCR-net, 2012, Stern, 2014), Preferring to employ skilled foreigners on short-term contracts, sons and nephews of senior party and government members instead of those from the local community (Marshall, 2013). and a wide range of environmental concerns continue to precipitate (Stern, 2014; Woods, 2016; Kohn and Humber, 2013). Recent media coverage has also highlighted questionable behaviour by executives and possible corruption within Mozambique (Financial times, 2016) and Guinea (Boyd, 2017; Kiernan, 2014) and also corporate espionage in China (Anonymous, 2012; Areddy, 2010). However these indiscretions have not harmed the profitability of Rio Tinto who in 2016 returned a $US4.6billion NET profit (ABC.net, 2017). 
The continued growth and rapid change of the globalisation phenomena has afforded the likes of Rio Tinto a high degree of freedom and leniency with its operational and ethical processes. With the drive to explore new environments and emerging economies; and those economies having a similar drive to grow, there are concessions that are made. More often than not the concessions pertain to ethical, cultural and environmental stimuli. With reports continuing to grow in regard to Rio Tinto’s ecological impact, suspected human rights violations (LondonMiningNetwork, 2010), and vast destruction of ancestral lands. This business practice has set Rio Tinto in a precarious position and brought in to question future viability of an organisation that will undoubtedly come under even closer scrutiny. This freedom in which Rio Tinto is afforded entitles the retrenchment approach to sell off the business entities that have reduced profitability or passed their usefulness. Unfortunately the retrenchment that Rio Tinto employs and the perception amongst cultures in which it has operated has connotations of colonialism “rape and pillage” approach (Gillespie, 1996)


Conclusion
To many it would appear on the surface that Rio Tinto are a vast network of partnerships and subsidiaries operating across a global network of new and emerging markets in an exploratory capacity. Utilising local knowledge and pre-existing sites to enhance the availability of global commodities and fuel global growth. This may be true to a significant extent, but at what cost?
The Rio Tinto group is strategically placed (by chance perhaps), to gain favourable trade terms throughout Europe with Rio Tinto plc and Asia-Pacific through Rio Tinto limited. To this end they have achieved a minimum trade standard of customs union status with principal clients, and thanks to the chAFTA, have significant presence in the Chinese markets.
The nature and approach to new and emerging economies through exploratory mining has shown significant weakness in their cross-cultural understanding, or perhaps a blatant disregard and a single-minded focus on the tasks at hand. Relationships do not appear to be at the forefront of the Rio Tinto brand with scandals following at each and every exploratory and pre-existing site. While the LCP’s are encouraging, the corrupt nations that Rio Tinto have entered thus far, voids the premise of these policies. As we have seen with the likes of Papua New Guinea, and Mongolia, investment from Rio Tinto can almost be categorised as a ‘zero sum game’ in that for the vast profits and benefits gained by Rio Tinto, the local geography sees destruction and sometimes war so on balance, the scales of benefit level out at neutrality. At best research has shown that extraction-based economies hinders national growth and development.
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