Offshoring
Definition: Offshoring is the process of relocating the business operations unit (production or services) to a different country (usually in developing nations) where cheap labour or resources are available. Here the company do not seek global retailing; instead, it looks forward to minimizing the cost of manufacturing and other supporting services.
Setting up this new business unit for other activities is quite beneficial for the company since it can now pay more attention to its core business operations. Even the tax rate policies and other incentives benefit the organization to a great extent.
[bookmark: Benefits]Benefits of Offshoring
An organization plans for offshoring owing to various reasons, out of which, minimizing the cost of specific business operation is always prioritized.
Let us now learn about the different advantages below:[image: Benefits of Offshoring]
· Concentrate on Core Business: When the company offshore its other services, it can lay more focus on its core functions.
· Cost Reduction: The most crucial reason or benefit of offshoring is to cut down labour cost and other operating expenses.
· Cheap and Skilled Workforce: It is an opportunity to get competent and cost-efficient labour available in a developing nation.
· Complete Assistance: The offshore team holds expertise in its field, providing a relevant solution to every problem related to the production or services offshored.
· Better Control: The company can ensure proper management and regulation of all its operations if it opts for offshoring.
· Streamlines Process: It assures that a dedicated team is working on the offshored production or services to complete the assignment efficiently and effectively.
· 24/7 Operations: Its another advantage is that the company can continue a 24/7 service (such as customer support) which is otherwise not possible in the domestic business unit.
· Tax and Other Benefits: Many developing countries provide various types of incentives like tax holidays, to attract companies for foreign direct investment.
· Risk Mitigation: When the business operations are offshored to multiple countries, the company has a lower risk of failure or bankruptcy.
[bookmark: Types]Types of Offshoring
The companies can plan for either production or services offshoring, depending upon their business activities, needs, capital budgeting strategy, etc.
[bookmark: ProductionOffshoring]To understand both of these in detail, read below:[image: Types of Offshoring]
Production Offshoring
When a company establishes its manufacturing unit in a different country, to import the finished goods for selling it in the domestic market, it is termed as production offshoring.
[bookmark: ServicesOffshoring]For instance; a company manufacturing heavy machinery would set up its production unit in a country where it has an optimum supply of iron, and the local labour is cheap and skilled in such a task.

Services Offshoring
A company performs service offshoring by setting up the units in other countries to carry out service-related operations such as customer care, information technology, marketing, human resource, accounting, sales and many more.
[bookmark: Disadvantages]For instance; a software company relocates its research and development unit in a country where the technical human resources are highly competent and comparatively cheaper than the domestic personnel.

Offshoring Disadvantages
Offshoring seems to be quite challenging; indeed, it is. While relocating a part or whole business operations to a different country, the management should not overlook the following drawbacks or hurdles it may face:[image: Offshoring Disadvantages]
Language Barrier: When the company enters into a developing country for relocating its business operations; it finds a huge gap between the local language of the area and its native language.
Communication Barrier: Due to the difference in language and understanding, the organization fails to establish effective communication with the offshoring team.
Long Distance Locations: Usually the offshoring units are located in geographically distant locations which make it difficult for the management to visit these subsidiaries often.
Ethical Issues: If the organization pays dissatisfactory remuneration to the offshoring team or in any case if they feel that the facilities are improper, it leads to ethical problems and spreading of negative brand image.
Socio-Cultural Problems: When the company operates in a different country, it needs to acquaint with the cultural and social environment of that place; otherwise, it may face specific socio-cultural issues.
Geographical or Political Unrest: The geographical or political problems like riots, protest, shutdowns, political instability, etc. may prevail in the country where the company relocates its unit; ultimately affecting the business.
[bookmark: Example]Security and Safety Issues: The company’s offshoring unit mostly faces a threat to lockout and closure if the natives find it to be unethical or harmful for their nation.

Example
You will be amused to know that the globally recognized i-phone company ‘Apple’ have relocated its manufacturing units from the U.S to some of the Asian countries.
[bookmark: FutureofOffshoring]China is top on the list of Apple’s offshoring countries because it has been known as the most cost-effective electronics manufacturing hub worldwide.

Future of Offshoring
Offshoring is a more effective means of acquiring the right talent at a minimal labour cost when compared to outsourcing, where the company has no control over the people who work on its projects.
Therefore, the companies are becoming more inclined towards this strategy (especially in the sector of information technology) to hire people with prominent skills, residing overseas.
The Asian countries like India, Philippines and China are most preferred offshoring destinations for the companies located in the United States.



International Business Ethics
International business ethics emerged quite late globally compared to the business ethics that came up in 1970’s. It was only in late 1990’s that the international business ethics came to the fore especially so after the economic developments that occurred on a global scale.
In 1990’s many businesses from the developing countries expanded their operations and became multinational. The transactions between businesses and the governments increased as a result, which gave rise to many practical issues. Culture and its relativity was one factor more prominent than the others. Other ethical issues in the context of international business are generally dealt with the laws of the land; although all of them fall within the ambit of international business ethics.
Globalisation diminished the barriers between countries on the globe and also called for universalization of values for trade to occur smoothly. Universal values were perceived to control the behaviour in the commercial space. This lead to ethical issues in the international business perspective, those that were unknown till date.
Other theoretical issues arise from the diversity of business ethical traditions in various countries across the globe. In addition, comparisons made on the basis of corruption rankings of a certain state or on the basis of gross domestic product of a certain economy also lead to ethical issues in the international arena.
Since religion brings in a wholly different perspective to the way we look upon things; the comparison of ethical traditions from the perspective of the latter also gives birth to ethical problems. For example, trade in Christian dominated countries is different from the trade in Islamic countries. Again depending upon how strong or profound the impact of the religion is, business practices are influenced proportionally.
In the international business arena, ethical problems also arise out mere international business transactions. Fair trade movement, transfer pricing, bioprospecting and biopiracy are examples of transactions that fall within the ambit of international business ethics. Similarly issues like child labor and cultural imperialism are controversial enough to call upon the attention of international business ethics.
Yet another arena for strong requirement of ethics would be when multinationals bargain to take advantage of international differences; For example when rich nations outsource their services to poor and developing nations at cheaper cost. Western nations were up till recently outsourcing many of services to third world nations where they could hire manpower for the cheapest prices. This led to a severe competition between developing nations with each one offering cheaper labour than the other.
Dumping is yet another way by which large companies are trying to kill the domestic players. Foreign players often sell goods and services at a cheaper price making it hard for the small players to survive the competition. Consumer durables and FMCG are biggest examples of such practices. The bigger threat here is the resulting monopoly which places the customer in a losing position. The international trade commission began for its search of its anti dumping laws from the year 2009.
All these are ways in which business at the international level can lead to ethical dilemmas. In absence of international business ethics it may become almost impossible to regulate business and create winning situations for people in the market place.
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Globalization brings with it many, many challenges. Inclusive and respectful cross-cultural business practices need to be heavily focused on to ensure international clientele are not accidentally offended and ultimately pushed away, and if your company plans on hiring international employees in the ever-expanding remote work world, internal inclusiveness and cultural awareness also need to be polished to ensure the company is appealing to those outside of the country, and to retain those employees. 
Ultimately, cultural awareness and inclusiveness result in a bigger bottom line in most cases, and if your company already has operations abroad, or is planning on taking operations overseas, a whole other set of challenges needs to be met, and codes of conduct may have to evolve to match the global market. Here are three types of global codes of conduct your company should review and adjust with international cultural awareness in mind. 
Management Philosophy 
If a company plans to staff a diverse group of employees from all across the globe, a focus on inclusiveness in management philosophy must be implemented. Management philosophies generally take four paths: one for customers, one for employees, one for shareholders, and one for the community the business serves. 
For customers, management philosophies generally speak to providing the highest quality service and maintaining a commitment to things like “the customer is always right” or whatever the philosophy may be. Generally speaking, customer-facing management philosophies stay the same from domestic to international business. 
For employees, however, management philosophies in international businesses need to ensure there is more focus on teamwork and unity than on personal development. The latter is still very important, but in an international setting, team building should take precedent as to avoid any bias toward domestic employees or anything that could be perceived as such. 
Shareholder philosophy also remains pretty much the same: be transparent and trustworthy and make all decisions with shareholders in mind. 
For the community philosophy, it is the most obvious one to change, as the community literally becomes the globe. Changing corporate social responsibilities from local to global is a great way to put this philosophy in action. 
Compliance Codes
Compliance codes of conduct are rules and guidelines for businesses to follow pertaining to legal matters regarding business. With international business, taxes, labor laws, regulations, etc. are completely different than they are in domestic business, and compliance codes should be more-or-less written from scratch for international business. 
Social rules also come into play with compliance codes, and just like the U.S., there are plenty of unwritten rules that should be researched and understood so your business doesn’t stand out in the wrong way. 
Corporate Credos
Corporate credos are a company’s values or beliefs that ultimately dictate internal and external business practices. “Respect, Honesty, Transparency,” or something along those lines, tend to be the backbone for most corporate credos, and obviously those things are good to practice at all levels of business. With international business, however, you should be prepared to bend your corporate credo slightly, in the same “cultural awareness” mindset that makes any good leader. 
Some foreign business credos may not be quite as morally sound as your own from your perspective, but before the writing of a relationship, remember that things are done very differently from both operations and ethical standpoint in international business. Looking up competitor practices is a good way to determine if your potential business partner’s credo is simply based on locale, or if it is actually something to consider before doing business.


Criminalization of Bribery
Public bribery, or the bribing of public officials, is one of the quintessential forms of corruption.Legal scholars commonly define the offense as the giving, offering, promising, taking, or agreeing to take money or other consideration in order to improperly influence a public official’s actions. Colloquially known as the world’s second oldest profession, bribery features a quid pro quo relationship between a public official’s specific act and a payment made to influence that act. It is bribery’s this-for-that element that separates a bribe from a legitimate gift, for one gives legitimate gifts with no strings attached. A public bribe may feature domestic and transnational facets, as perpetrators may bribe domestic and foreign officials. Perpetrators proffer bribes, directly or indirectly, to domestic and foreign public officials essentially for the same reason: to corrupt or subvert an official’s loyalty and judgment and thereby obtain an unfair advantage.
One of the main trends in modern crime is its globalization. This is also fully valid for corruption as one of the forms of manifestation of criminality. Corruption has begun to increasingly grow in recent decades, which makes it extremely dangerous for the global community. Various researchers acknowledge that corruption is of international nature, including with regard to the so-called domestic (internal) corruption (Gravina, 2015). Virtually every state is included in the system of international cooperation and differentiation of labor in various sectors and spheres of production. Corruption not only negatively affects the national economy of the state, but also reduces its investment attractiveness for the foreign investors. This results in the deepening of the economic contradictions between developed countries and the so-called “third-world” countries. The adverse impact of corruption affects the social and economic situation throughout the world. The financial crisis that broke out in Russia in August 1998 can be mentioned as an instance of the adverse impact of international corruption on the economic development of the country. (Analytical Gazette of the Federation Council of the Federal Assembly of the Russian Federation, 1999). A grave threat to world economic and political stability and the law order is carried by transnational corruption, which, in particular, is related to the activities of economic entities abroad. The scale of financial implications of transnational corruption is enormous. According to the figures of the US State Department presented at the Second World Forum on combating corruption held in The Hague in 2001, at least 200 billion US dollars were spent on bribery of public officials in the past 7 years in the conclusion of about 400 international contracts. Even more impressive figures were obtained in the study of the problem of corruption in the United Kingdom (1997) – the amount of bribes paid annually throughout the world is about 80 billion dollars a year. That having been said, the majority of corruptionists are organizations and enterprises that carry out their activities in developing countries. Bribery is widespread in the conclusion of contracts for the delivery of weapons (Batushenko, 1997). The relationship of international corruption with the legalization of criminal proceeds and with transnational organized crime should be taken into account as well. The mentioned circumstances determine the need for criminalization of various forms of corruption at international scale which have transnational character, and for taking complex measures aimed at counteracting corruption in foreign relations. During the past two decades, most of developed countries have conducted coordinated criminal policy in the sphere of counteracting all kinds of corruption in the conduct of transnational business transactions. In this regard, it seems important to generalize the legislative experience in combating this form of corruption.

Corporate ethics:
Corporate ethics programs commonly include formal ethics codes that articulate the company's expectations regarding ethics; ethics committees that develop policies, evaluate actions, and investigate violations; ethics communication systems that give employees a means of reporting problems or getting guidance; ethics officers or ombudspersons who investigate allegations and provide education; ethics training programs; and disciplinary processes for addressing unethical behavior.
An ethics program helps communicate your company’s business philosophy to employees, vendors, investors and customers. A good ethics program can help strengthen your relationships with employees and customers and improve your company’s reputation. Although your employees might be familiar with your company’s informal stance on ethics, instituting a program eliminates any confusion and provides everyone with the same information regarding ethical business behavior.
Rules and Regulations
Part of an ethics program involves ensuring that your company is in compliance with all laws and regulations for your industry. Compliance is not only good for your reputation; it can save you thousands of dollars in fines or legal fees if you fail to meet the requirements of a specific regulation. An ethics program can be particularly valuable if you have offices in distant locations that must handle compliance in their particular countries. The Inc. website notes that such programs help employees throughout the world make ethical decisions and reduces the risk of harm to your image or bottom line.
Satisfied Customers
Ethics programs that stress that employees treat customers fairly, provide accurate information and make every effort to resolve problems provide a benchmark for good customer service practices. Unhappy customers are likely to take their business elsewhere, but not before they tell a few friends about their negative experience with your company. Customers are particularly upset when a company doesn’t perform as promised. Your ethics program can not only help you retain current customers, but also attract new customers familiar with your stellar reputation.
Happy Employers
Keep in mind that ethics training is often a necessary complement to the ethics program, according to Workforce. Though this may require extra time and money, a positive reputation will not only help you keep customers; it can also help you recruit and retain employees. When people are eager to work for your company because of its reputation as a good employer, you can attract a much more qualified pool of potential employees.
Better-qualified employees can help your company meet its goals more easily and remain successful. Current employees might be more likely to stay with your company if they feel that they are treated fairly, which can decrease costs associated with recruitment and hiring.

Challenges of Managing International Projects and How to Avoid Them
Leading a project is never easy, but international projects pose a different challenge. Here are the 4 most common challenges project managers of international projects face and tips on how to avoid them.
Language barriers
The first challenge you’ll face when managing an international project is the language barrier. While English is a Lingua Franca, i.e. used in many countries as an official language and in a business context, not everybody is proficient enough to discuss complex issues. In some cases project managers have to coordinate project teams that speak different languages.
The challenge is to find a common language between the teams. Having translators on stand-by is of course the first thing that comes to mind. In many cases, bi-lingual team members or team members who are proficient in several languages will take up the job. Another tip is to put everything in writing. Send around an agenda before every meeting and after meetings and phone conversations, send meeting minutes and notes to all participants. Most people find it easier to understand something if they have it in writing. You can also create your own “dictionary” with the most common phrases and words used in meetings or telephone conferences. The goal is to make sure that everyone on the team receives and understands all project information.
Communication
To be proficient in a language does not automatically mean that the communication in that language is effective. There is more to effective communication, such as non-verbal cues and cultural differences. There are cultures and countries which are more direct in their communication and which do not use euphemisms. While in other cultures such a direct approach would be considered rude. Germans for example usually give direct feedback without sugarcoating, while in the US it common to give criticism more indirectly. Neither way is better or more effective than the other, they’re just different approaches. When managing international project teams, you must be aware of these differences and communicate accordingly.
Cultural Dimensions
Cultural differences do not just include different eating habits or different ways of doing things. Cultural differences also affect how teams work together. Based on his comprehensive research, psychologist Geert Hofstede developed the six dimensions of national culture which differentiate countries from one another. One of these dimensions is the preference for individualism versus collectivism which helps you understand how collaboration between international teams and individuals work, and also what your role as project manager is.
Time Zones
This is an often overlooked aspect of international projects. Often project teams are dispersed around the globe. Which means that they aren’t just in different countries, they’re often in different time zones too. This requires another level of planning and coordination. Even when the time difference is just an hour, it can cause confusion. The best way to accommodate everyone is to rotate meeting times regularly, so everyone can attend them at a convenient time. Time zones also affect deadlines and availability of team members. Understand that while it is a convenient time for you, it is still night for another team member. So you can’t expect a call-back or reply to your query immediately. They will get back to you when it’s their “business hours”. The right tools can help you circumvent the pitfalls of managing projects across time zones. Instead of having to adapt your project plan to different time zones, get a project management software that automatically converts project deadlines according to the time zone settings of the user’s devices.
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What is Virtual Organisation? Definition, Characteristics and Types
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ADVERTISEMENTS:
Definition:
This new form of organisation, i.e., ‘virtual organisation’ emerged in 1990 and is also known as digital organisation, network organisation or modular organisation. Simply speaking, a virtual organisation is a network of cooperation made possible by, what is called ICT, i.e. Information and Communication Technology, which is flexible and comes to meet the dynamics of the market.
Alternatively speaking, the virtual organisation is a social network in which all the horizontal and vertical boundaries are removed. In this sense, it is a boundary less organisation. It consists of individual’s working out of physically dispersed work places, or even individuals working from mobile devices and not tied to any particular workspace. The ICT is the backbone of virtual organisation.
It is the ICT that coordinates the activities, combines the workers’ skills and resources with an objective to achieve the common goal set by a virtual organisation. Managers in these organisations coordinate and control external relations with the help of computer network links. The virtual form of organisation is increasing in India also. Nike, Reebok, Puma, Dell Computers, HLL, etc., are the prominent companies working virtually.
ADVERTISEMENTS:
While considering the issue of flexibility, organisations may have several options like flexi-time, part-time work, job-sharing, and home-based working. Here, one of the most important issues involved is attaining flexibility to respond to changes – both internal and external – is determining the extent of control or the amount of autonomy the virtual organisations will impose on their members.
This is because of the paradox of flexibility itself. That is: while an organisation must possess some procedures that enhance its flexibility to avoid the state of rigidity, on the one hand, and simultaneously also have some stability to avoid chaos, on the other.
Characteristics:
A virtual organisation has the following characteristics:
1. Flat organisation
ADVERTISEMENTS:
2. Dynamic
3. Informal communication
4. Power flexibility
5. Multi-disciplinary (virtual) teams
ADVERTISEMENTS:
6. Vague organisational boundaries
7. Goal orientation
8. Customer orientation
9. Home-work
ADVERTISEMENTS:
10. Absence of apparent structure
11. Sharing of information
12. Staffed by knowledge workers.
In fact, this list of the characteristics of virtual organisation is not an exhaustive one but illustrative only. One can add more characteristics to this list.
Types of virtual organisations:
Depending on the degree or spectrum of virtuality, virtual organisations can be classified into three broad types as follows:
ADVERTISEMENTS:
1. Telecommuters
2. Outsourcing employees/competencies
3. Completely virtual
ADVERTISEMENTS:
A brief description of these follows in turn.
Telecommuters:
These companies have employees who work from their homes. They interact with the workplace via personal computers connected with a modem to the phone lines. Examples of companies using some form of telecommuting are Dow Chemicals, Xerox, Coherent Technologies Inc., etc.
Outsourcing Employees/Competencies:
These companies are characterised by the outsourcing of all/most core competencies. Areas for outsourcing include marketing and sales, human resources, finance, research and development, engineering, manufacturing, information system, etc. In such case, virtual organisation does its own on one or two core areas of competence but with excellence. For example, Nike performs in product design and marketing very well and relies on outsources for information technology as a means for maintaining inter-organisational coordination.
Completely Virtual:
These companies metaphorically described as companies without walls that are tightly linked to a large network of suppliers, distributors, retailers and customers as well as to strategic and joint venture partners. Atlanta Committee for the Olympic Games (ACOG) in 1996 and the development efforts of the PC by the IBM are the examples of completely virtual organisations. Now, these above types of virtual organisations are summarized in the following Table 34.1.
[image: Table
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Growth in strategic alliances and cross border mergers & acquisitions:
ince 1980 there has been a dramatic increase of international strategic alli- ances and M&A.3One of the fastest growing trends for business today is the increasing number of strategic alliances. According to Booz-Allen & Hamilton, strategic alliances are sweeping through nearly every industry and are be- coming an essential driver of superior growth.4More than two thousand stra- tegic alliances are launched worldwide each year, and these partnerships are growing at 15% annually.5
Simply, an alliance is a business-to-business collaboration or partnership. In general, the following developments have motivated the increase in alli- ances:6
-Increasing intensity of competition

-Growing need to operate on a global scale

-Fast changing marketplace

-Industry convergence in many markets
The overall goal of alliances is to minimise risk while maximising the leverage and profit without losing a company’s individuality. Thus, it is wrong that alli- ances are often confused with mergers and acquisitions. Although there are similarities in the circumstances in which a business might consider on these solutions mergers and acquisitions are really different from alliances as they mean permanent, structural changes in how the company exists.7
Companies use strategic alliances for several reasons, mainly for cost reduction or growth reasons. For these reasons, it is not surprising that strategic alliances are becoming a more and more common tool for expanding the reach of a company without needing expensive internal expansions beyond its core business.
Advantages and Disadvantages of Alliances
Alliances are used for various strategic purposes as such partnerships pro- vide various advantages. An alliance with a local company might facilitate the entry into a foreign market because the local partner understands domestic business conditions and has connections. If foreign companies are not al- lowed to business in a certain country, it could be the only way of market en- try. A partnership reduces necessary fixed costs for each counterpart that equal the reduced risk of the investment. In some cases important skills and assets are difficult to develop by only a single company, or it need more time to develop them. Joining complementary capabilities of two companies helps to create these skills and assets and might lead to a competitive advantage. Equal to that, alliances can contain vertical or horizontal connected compa- nies and thus allows exploiting benefits of shared and common standards.35
Strategic alliances allow companies to work together towards a common goal while not losing their individuality which is favourable when brand reputation is high.36 Consequently, major advantages of alliances are the possibility to share costs and/or risk and to learn new ways of doing business by the other party that improves competitiveness and leverages growth beyond the com- pany’s core business.37
Whereas, alliances also path the way for competitors for a low-cost route to new technology and markets. Companies of such an alliance, thereby, often aim to gain profits only in short-term and in the long-run leave ‘hollowed out’ companies without any competitive advantage. In addition, the main risks of alliances are derivates of their success factors. A company might give away more than it receives or selects the wrong partner which finally could lead to alliance failures. The complexity of how to make an alliance work is high and if partners are not able to simplify their integrated tasks and organisational structures, the alliance can loose their potential benefits. Particularly, interna- tional alliances often demand high sensitiveness for cultural differences and respect for the other party.38 Soft skills of managers play an important role as employees found it one of the most important factors that can destroy the alli- ance functionality.
Alliances involve the risk of high costs for breaking the relationship as often the task to go on alone implies high investment cost to cover the partner’s efforts and costs in terms of the lost competitive advantage.
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