Activities during week 2 seminar: 

In class discussions: 
1. Discuss the concept of corporate social responsibility in process of international business communication. What role does it play in the relationship between a company and its host country? (15-minute discussion by groups and presenting findings to class).

2. Discuss the criticisms which have been levied against MNCs (Multinational corporations)  in the past regarding their activities in less-developed countries. How would you consider these criticisms in the process of enabling clearer and appropriate international business communications? (15-minute discussion by groups and presenting findings to class). 

3.  What do you think should be the role of MNCs toward human rights issues in other countries? What are the major human rights concerns at this time? What ideas do you have for dealing with those problems? What is the role of corporate codes of conduct in dealing with these concerns? (15-minute discussion by groups and presenting findings to class).


4. Why do national cultures need to be taken into account if MNCs need to enforce their ethical codes across different regions? Why is it difficult to enforce these codes?. Do the national culture considerations enable us to have better international business communications?  (Individual activity for 10 - 15 minutes) 


5. As a manager in a foreign subsidiary, how can you reconcile local expectations of questionable payments with the corporate code of ethics and the Foreign Corrupt Practices Act? What is your stance on the problem of “payoffs”? How does the degree of law enforcement in a particular country affect ethical behavior in business? (Individual activity for 10 - 15 minutes)



Case studies focused on global interdependence: 
(Stockholders VS shareholders, and Levi as a case study). 
Chapter 2:  Deresky, H. (2017). International management. Harlow, Essex: Pearson
Activity: 20 minutes read, and as a group of 3-5 answer the below questions by the end of the case study.
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Additional case study if time allows – If not, this can be taken as a home work case study. 
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Class activity/ Take home activity: 
You are required to find two different academic papers from reputable journals focusing on the opportunities and challenges of global interdependence for multinational organisations. (around 200 words).  
Note: Outcomes of this activity could support you on your work for the assessment (A1). 
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Case 2 An Ethics Role-Playing Case: Stockholders versus Stakeholders

Instructions to Students:

Please read the background information (Handout ) and be prepared o dis-
cuss it on the assigned class day. Then read Handout I and write out your
Decision 1 and answer the questions. After these discussions your instructor
will provide you with further handouts requiring sequential decisions resulting
from your Decision |

Handout I. Introduction
and Background?

You are a United States citizen employed by HotFeet, a
Seattle- based and U.S.-owned shoe company that manufac-
tures many of its shoes overseas. You live in Sri Lanka and
work at the wholly-owned subsidiary located there, Asian
HotFeet (AHF). You have been employed by HotFeet for
twenty years. For fifteen of those years you have lived in Sri
Lanka, and for the last five years you have been AHF’s Chief
Operating Officer. You were hired by George Landon, who is
now the president of the company. The two of you continue o
have a good relationship, and you play tennis together when-
ever he visits. Landon’s personal loyalty to you has positively
affected your carcer at several critical points, and you know
you owe him a lot. You are married to a local who has exten-
Sive family, many of whom are directly or indirectly employed
by your company. You have three beautiful children. You
are quite proud of your family and enjoy your lifestyle very
much. A major part of your satisfaction is derived from the
knowledge that your company’s presence has greatly benefited
the local populace. This is, in no small part, because of your
efforts to ensure fair treatment of local workers and maintain
a high level of reinvestment in the country whenever pos-
sible. Because of this, and because of your local connections
through your spouse, you are a highly esteemed individual in
Sri Lankan society. Although you are still a U.S. citizen, you
have begun to notice that you really don’t think of yourself as
an American anymore. You know that the home office gossip
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is that you have “gone native,” but that's OK with you, be-
cause you have no aspirations to move back to the U.S., or live
anywhere else for that matter.

Asian HotFeet is owned and officially run out of the
parent company’s Seattle headquarters (USHF), but in real-
ity you have significant leeway in running local operations
as long as you meet the company’s profit expectations. AHF
comprises about 15% of the total operations of USHF, and
5o this subsidiary is a very important strategic investment for
the parent company. The subsidiary is evaluated as a profit
center; about 60% of output is sold directly by AHF in the
Asian markets, but the remainder is “sold” to the parent at
a transfer price set by the parent company. Traditionally, the
transfer price has been set fairly high to keep the profits in
Sri Lanka, which has a lower tax rate than the United States.
USHF then directs how the profits are reinvested around
the world and in Sri Lanka, with your consultation on local
projects. Long-term financing and foreign exchange manage-
ment are, however, centralized functions managed directly
by USHF. You have little experience with either large scale
financing or measuring and managing foreign exchange risk,
although you have lobbied many times for more responsi-
bilities in these areas. AHF’s profit growth was very high
for many years, until the Asian crisis and the continuing
weakness in Japan generated several years of losses. More
recently, AHF has had acceptable levels of profits, but is
now once again having difficulty meeting the profit goals
set by USHF. The parent company finance group has asked
you to fly to the U.S. and discuss some changes. At that
meeting, your bosses indicate that due to a combination of
factors, USHF is considering either closing the AHF facil-
ity or relocating it to another country. They explain to you
that the firm’s cost of capital has risen, making AHF's return
on investment inadequate to satisfy their goal of maximiz-
ing USHF's shareholder wealth. In addition, the firm was
surprised by the recent weakening of the dollar, resulting
in speculative foreign exchange losses that have exacer-
bated the parent firm’s profit problems. More to the point,
newer production technology with higher productivity and
automation has recently become available, and the parent is
rethinking its strategy about locating in low-cost labor arcas
that are far from the major markets. In addition, Sri Lankan
wage rates are beginning to rise, and the cost advantages of
that location are not as great as they once were, particularly
considering the added costs and inconveniences of operat-
ing in a lesser developed country. Landon tells you that you
would most likely be the manager of the new facility, and
you would work with the finance and operations groups in
determining where the new facility would be located.
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You argue that AHF should not be closed or relocated,
pointing out the strong, mutually beneficial relationships that
have been built between the local populace, the Sri Lankan
government, and the AHF—relationships that, though per-
haps not measurable in dollars, are very valuable and time
consuming to build. These would be forfeited by a move or a
closure and would be costly to develop elsewhere. You argue
that capital costs and exchange rates are subject to frequent
changes and that it is naive to make long-term operating deci-
sions according to what may be short-lived unfavorable interest
rates and exchange rates. You indicate that “your people” can
certainly be taught to use any new technology. that they are
good at their jobs, and culturally they have a history of taking
pride in craftsmanship that would be hard to find elsewhere.
That is why AHF has a lower rejection rate and less waste
than any other plant owned by USHF. You argue that the ris-
ing wage rates in Sri Lanka indicate the success of AHF and
other multinationals at improving the quality of life of the local
people. and you remind the home office that we are also build-
ing potential customers for our product as local incomes rise.
Finally, you tell them that they do not understand the differ-
ences that businesses like AHF have made in the lives of many
of the indigenous people. Education levels are starting to rise,
and the use of child labor, a common practice, is dropping. The
selling of children by impoverished families with no hope of
feeding them has dropped dramatically in the last ten years.
But all these gains are precarious, and yes, the Asian economy
as a whole is still weak compared to the high-growth years, but
you are convinced that better times are ahead as the Japanese
and Chinese markets improve. Still, the local economy is very
dependent on a few large employers, and if AHF and even one
or two others leave the human cost could be high, very high
indeed. How do you weigh this potential cost against the share-
holder wealth goal?

Handout Il. Decision |

Landon is impressed by your passion and your arguments. He in-
dicates that they may allow AHF to continue if you can cut costs
sufficiently. The finance people are not happy with this, however,
and they indicate that allowing AHF to continue at its current
profit rate is tantamount to running AHF as a charitable opera-
tion, and that USHF’s substantial contributions to U.S. charities
such as the American Red Cross, United Way, and so forth, will
likely have to be eliminated to at least partially offset the drain on
profits caused by continuing AHF. Landon is a big supporter of
the Red Cross and he does not like that alternative at all.

To wrap it up, Landon lays it on the line for you. He tells
you up front that he would prefer to close AHF and start over
in another country with the new technology. He explains
why: USHF's stockholders are upset at the recent poor stock
performance. Shutting down and selling AHF’s assets would
provide some ready cash and allow the parent firm to pay a
bonus dividend to the sharcholders, while still providing a
sizeable down payment on the capital investment required
for the new technology. Given the current economic situation
and the skill level of Sri Lankans, it just doesn’t make sense
10 locate the new facilities in Sri Lanka. He obviously thinks
this is the best thing for the company, and it would avoid
a potentially serious row with the stockholders. Landon
indicates, though, that if you can prove that AHF can meet
the necessary profit targets, he might reconsider. If you are
willing to try, you will have to figure out how to cut costs or
otherwise improve profits to keep AHF running. Can you do
it? He tells you he will give you six months and then reevalu-
ate if they still want to continue. Landon makes sure you un-
derstand that this will mean reducing the work force, cutting
wage rates, and trying to find lower-cost supplies without
sacrificing quality.

You have looked at the finance group’s numbers and profit
targets. You also know that, politically. it will be very dif-
ficult to fire or lay off people in Sri Lanka, which means that
extensive wage cuts of 50% or more will be necessary. This
will reduce many families to just enough income to survive.
Worse, you will have to act very quickly, and your employees
will have no warning of what's coming. Even that may not be
enough. Plus, you know that your reputation with Landon and
the company is on the line with this decision. If you try and you
can’t make this go, your carcer with this company will suffer
and you will not only lose your shot at managing the new facil-
ity, but will probably lose your job.

Decision |

Part A: Does this decision involve ethics or is it a business de-
cision? Please explain. Should the shareholder wealth goal be
paramount in this situation? Why or why not?

Part B: The decision is up to you. What do you do? Please
circle (a) or (b).

(a) Continue operations and try to cut costs within six
months.

(b) Decide to shut down now.

Please tell why you made the decision you did.
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CASE STUDY I

Levi Looks to Cut Its Cloth Differently by Rewarding
Responsible Suppliers

Shawn Donnan, Financial Times [London (UK)] November 5, 2014, p. 1

Calling all hipsters: you may just have a new reason to feel better about your skinny jeans.
In a bid to bolster its ethical credentials and meet the demands of increasingly fussy millen-
nial consumers, Levi Strauss & Co is offering a new financial incentive to suppliers as far away
as Bangladesh and China to meet environmental, labor, and safety standards.
The San Francisco-based jeans maker said yesterday that it would begin providing lower-
cost working capital to those of its 550 suppliers that do best on those measures.

The financing, which is being arranged with the World Bank’s private sector arm, the
International Finance Corporation, will operate on a sliding scale. As suppliers improve their
environmental performance and conditions for workers, they will be rewarded with lower
interest rates on working capital provided through a special TFC facility.

The project sprang out of conversations started at the IFC following the 2013 Rana Plaza
factory collapse in Bangladesh, which left more than 1,100 people dead and prompted new scru-
tiny of fashion brands’ supply chains.

Through the IFC, Levi Strauss suppliers will have access to cheaper capital than they would
otherwise in their home countries. However, Olaf Schmidt, who heads the IFC’s global retail
practice, said that those suppliers that did best on labor and other standards would receive a fur-
ther discount of up to 50 basis points on the interest charged.

The initiative comes at a time when consumers are becoming increasingly interested in the
conditions in which their clothes are made. Multinational companies are responding by tighten-
ing their bonds with suppliers and using new tools to manage them.

Michael Kobori, Levi Strauss’s vice president of sustainability, said that the company told
contractors about the scheme last week and had already received expressions of interest. If the
pilot with the TFC worked, Mr. Kobori said, Levi Strauss was committed to helping expand it to
the rest of the garment industry as part of a global race to the top in standards.

Rachel Wilshaw, ethical trade manager for Oxfam, said that offering incentives to suppliers
to improve their practices was a good idea, but whether the scheme worked would depend on
how Levi Strauss and the IFC monitored suppliers. “The devil will be in the process rather than
in the incentive,” she said.

© 2015 The Financial Times Limited

Case Questions

2-10. Consider what happened in Bangladesh (see the opening profile). To what extent do you think the
efforts by Levi Strauss can resolve the kinds of problems that led to that disaster?

2-11. What other people and factors are involved? Who are the stakeholders, and how are they affected?
Consider the process and what steps are necessary to make this good idea happen.

2-12. How do these types of incentives relate to the overall goal of sustainability for the company?
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Summary of Key Points

= The concept of international social responsibility
(known in business circles as CSR—corporate so-
cial responsibility) includes the expectation that MNCs
should be concerned about the social and economic
effects of their decisions on activities in other countries
and that they should build appropriate provisions into
their strategic plans to deal with those potential effects.

= Moral universalism refers to the need for a moral stan-
dard that is accepted around the world; however, vary-
ing cultural attitudes and business practices make this
goal unattainable at this time. A number of groups of
corporations within industries have collaborated on sets
of policies for CSR for both their companies and those
in their supply chains. Such collaborations help to raise
the standard in host countries and level the playing field
for managers within those industrics.

= Concerns about MNC social responsibility revolve
around issues of human rights in other countries. Many
organizations develop codes of conduct that specifically
deal with human rights in their operations around the
world.

® International business ethics refers to the conduct of
managers in their relationships to all individuals and
entities with whom they come into contact. Ethical be-
havior is judged and based largely on the cultural value
system and the generally accepted ways of doing busi-
ness in each country or society. Managers must decide

whether to base their ethical standards on those of the
host country or those of the home country and whether
these different standards can be reconciled.

MNCs must balance their responsibility to various
stakeholders, such as owners, creditors, consumers, em-
ployees, suppliers, governments, and societies.
with a long-term perspective recognize the need to
consider all of their stakeholders in their business plans.
Managers operating abroad are often faced with dif-
fering attitudes toward bribery or other payments that
raise significant questions about appropriate moral be-
havior in either the host nation or other nations, yet
bribery or other payments are frequently demanded to
conduct business. The Foreign Corrupt Practices Act
prohibits most questionable payments by U.S. compa-
nies doing business in other countries.
Managers must control their activities relative to inter-
dependent relationships at all levels—from simple, daily
business transactions involving local workers, interme-
diaries, or consumers to global concerns of ecological
responsibility. Tssues of sustainability have come to the
forefront as firms consider their long-term relationships
with host countries.

The failure to manage interdependence effectively will
result in constraints on strategy, in the least, or in
disastrous consequences for the local area, the sub-
sidiary, and the global reputation of the company. The





