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ВСТУП

Однією з найбільш значних тенденцій розвитку міжнародної економіки в сучасному світі є наростання процесів інтеграції та глобалізації, поглиблення взаємодії різних країн на різних рівнях, чому особливо активно сприяють транснаціональні корпорації та інші міжнародні компанії. Це визначає актуальність і доцільність вивчення у вищих навчальних закладах дисципліни «Міжнародні компанії в умовах глобалізації». 

Фахівець з міжнародної економіки повинен знати особливості глобального руху капіталу, управління, фінансування та організації діяльності міжнародних компаній. 

Головною метою дисципліни «Міжнародні компанії в умовах глобалізації» є надання студентам необхідного обсягу знань відносно розвитку і функціонування міжнародних компаній та корпорацій як основних господарських суб’єктів глобальної економіки; вивчення теоретичних і прикладних аспектів прямих іноземних інвестицій, розвитку транснаціональних корпорацій у глобальній економіці, розробки стратегії обґрунтування та прийняття міжнародних інвестиційних рішень. 

Завданням дисципліни є ознайомлення студентів з розвитком та функціонуванням транснаціональних корпорацій, особливостями регулювання їх діяльності й управління, впливу на економіку країн світу та України; опанування студентами теорією та практикою прямих іноземних інвестицій; набуття навичок аналізу економічних мотивів діяльності та результативності ТНК, обґрунтування і прийняття міжнародних інвестиційних рішень. 
Предметом дисципліни є теоретичні та прикладні аспекти прямих іноземних інвестицій, форми і тенденції розвитку транснаціональних корпорацій як суб’єкта глобального бізнесу та міжнародних економічних відносин. 

За підсумками вивчення курсу студенти повинні 
Знати: 
· сутність та еволюцію ТНК;

· особливості транснаціоналізації світової економіки в сучасних умовах;

· основні теорії та моделі ТНК;

· форми взаємодії ТНК із зовнішнім ринком;

· внутрішньо фірмові основи та особливості діяльності ТНК;

· проблеми взаємодії ТНК із національними економічними системами;

· регулювання їх діяльності в Україні та країнах СНД.

Уміти:

· аналізувати економічні мотиви діяльності та результативності ТНК;

· орієнтуватися в статистичних даних, необхідних для аналізу діяльності ТНК;

· прогнозувати вплив ТНК на економіку як окремих країн, так і світу загалом;

· розробляти стратегії глобальних рішень та методи їх запровадження у міжнародному середовищі;
· виявити макро- і мікрочинники мотивації виходу українських фірм на зарубіжні ринки.

Дисципліна «Міжнародні компанії в умовах глобалізації» вивчається після опанування студентами курсів «Міжнародної економіки», «Міжнародної торгівлі», «Міжнародного бізнесу». Вона відноситься до циклу професійно-орієнтованих і є однією з профілюючих для студентів, які навчаються за напрямом підготовки «Міжнародна економіка». Цей курс змістовно пов’язаний з такими дисциплінами: «Міжнародні фінанси», «Міжнародний фінансовий менеджмент», «Зовнішньоекономічна діяльність підприємства».
Практикум для здобувачів ступеня вищої освіти бакалавра напряму підготовки «Міжнародна економіка» з дисципліни «Міжнародні компанії в умовах глобалізації» передбачає вивчення та виконання студентами кейсів і проблемних ситуацій, які вимагають творчого та аналітичного підходу. Представлені у практикумі кейси дозволять студентам ознайомитися з реальними ситуаціями та проблемами у практиці МНК, знайти неординарні й ефективні шляхи їх вирішення.
Розділ 1. Теоретичні засади виникнення і становлення транснаціональних форм капіталу
Тема 1. ТНК як суб’єкт міжнародного бізнесу
Під час вивчення кейсів з першої теми рекомендується зосередити увагу на проблемах культурної відповідності діяльності ТНК на ринках, які вони завойовують.
Кейс 1.1. «Найбільш парадоксальні помилки компаній»
Кожна компанія в своїй діяльності може допустити помилки в сфері управління, маркетингової політики, фінансів та потерпіти «фіаско». Виключенням не є також ТНК, які мають потужний фінансовий, людський та інтелектуальний капітал. Досвід цих компаній є цікавим та корисним для аналізу господарської діяльності та її планування українськими компаніями, які долучаються до глобального економічного простору. 

Наведено нижче найбільш парадоксальні помилки ТНК:

1. Відома компанія General Motors потерпіла фіаско, намагаючись вивести на ринки Латинської Америки свій новий автомобіль Chevrolet Nova. Як незабаром з’ясувалося, No va по-іспанськи означає «не може рухатися». 

2. Парфумерна компанія Claіrol представила в Німеччині свої сухі дезодоранти, використовуючи слоган Mіst Stіck (орієнтовне значення «Туманний дезодорант»). У Німеччині з’ясувалося, що слово Mіst («туман») на німецькому сленгу означає «гній». 

3. Компанія Pepsі дослівно перевела на китайську мову свій головний рекламний девіз «Живи з поколінням «Pepsі» «Come Alіve Wіth the Pepsі Generatіon. Китайці були шоковані: слоган придбав несподіване звучання «Pepsі» змусить ваших предків піднятися з могил». 

4. Компанія Coca-Cola довгий час не могла підібрати свою назву для продажу в Китаю. Справа в тому, що китайці вимовляють назву цього напою як «Кекукела», що означає «Кусай воскового пуголовка». Компанія була змушена перебрати 40 тис. варіантів написання своєї торговельної марки, перш ніж було обрано «Коку Коле», що означає «Щастя в роті». 

5. Компанія Frank Purdue, що робить курятину, у США використає слоган Іt takes a strong man to make a tender chіcken (орієнтовний переклад: «Щоб приготувати ніжного курчати потрібен сильний чоловік»). У перекладі на іспанський ця фраза придбала трохи інший зміст: «Потрібний сексуально збуджений чоловік, щоб курка стала ніжною». 

6. Виробник канцелярських виробів компанія Parker також спробувала перевести свій слоган на іспанську. Її реклама ручки англійською звучить: Іt won’t leak іn your pocket and embarrass you (орієнтовний переклад: «Вона ніколи не протече у Вашій кишені й не заподіє Вам незручностей»). Перекладач помилився й поплутав два іспанських слова. У результаті, рекламна кампанія Parker у Мексиці проходила під слоганом «Вона ніколи не протече у Вашій кишені й не зробить Вас вагітним». 

7. Авіакомпанія Amerіcan Aіrlіnes установила у своїх літаках шкіряні крісла й вирішила сповістити про це мексиканським споживачам. На англійському слоган звучав прекрасно: Fly іn Leather («Літай у шкірі!») У буквальному перекладі цей вираз знайшло інший зміст: «Літай голим!» 
8. Виробник товарів для дітей Gerber почав продавати дитяче харчування в Африці. На коробці була зображена всміхнена дитина. Пізніше маркетологи Gerber з подивом довідалися, що через те, що в Африці дуже багато неписьменних, на впакуваннях місцевих товарів прийнято зображувати їхній вміст. Наприклад, зображення каші міститься на впакуванні вівсяних пластівців. Неписьменні африканці були дезорієнтовані... 

9. Скандинавський виробник побутової техніки Electrolux вивів свої пилососи на американський ринок, використовуючи слоган Nothіng Sucks Lіke an Electrolux. 

10. На Український ринок пару років тому проштовхували мінералку «Blue water». У рекламному ролику на тлі склянки із цією самою водичкою й пташками на ньому, дівчина млосним голосом кілька разів повторювала по-англійському назву: «Блювота», «Бювота».

Джерело: 
Ошибки из зарубежной истории [Электронный ресурс] // Маркетинг, реклама и PR: приватно владельцам и директорам. – Режим доступа к статье : http://www.minima-spb.ru/oshibki_iz_zarubezhnoy_istorii/
Дайте відповіді на питання:

1. Чим викликані проблеми, що спіткали компанії?

2. Які дії менеджерів були невірними?

3. З’ясуйте як були вирішені зазначені ситуації. Які пропозиції Ви можете надати цим компаніям. 

4. Який алгоритм Ви можете запропонувати для виходу компаній на іноземні ринки?
Для відповіді на питання та подальшого вивчення курйозних ситуацій ознайомтесь з матеріалом із статей: 

1. Когда название вредит продажам [Электронный ресурс] // Оsvita.com.ua : образование в Украине. – Режим доступа до статьи : http://www.osvita.com.ua/articles/66/
2. Ковальчук А. 7 неоднозначных названий компаний и брендов [Электронный ресурс] / Анна Ковальчук // Forbes Украина. – 7.12.2012. – Режим доступа до статьи : http://forbes.ua/business/1343638-7-neodnoznachnyh-nazvanij-kompanij-i-brendov/1343641#cut
3. Топ-10 брендов, которым не место в России [Электронный ресурс] // PrMasterhttp. – 31.05.2011. – Режим доступа до статьи : prmaster.su/brand/top-10-brendov-kotorym-ne-mesto-v-rossii_202.html

Case 1.2. «How McDonald’s has gained market of India» 
In 1954, a milkshake mixer salesman named Ray Kroc travelled to San Bernardino, California, to see why one restaurant had ordered so many of his Multimixers. The McDonald brothers had invented a new concept in the restaurant business and Kroc wanted to see for himself why the business was so popular. Dick and Mac McDonald had pioneered fast food based on high volume, low prices, limited menu, and quick service. The restaurant was a success and Ray Kroc wanted it. He negotiated an agreement with the McDonald brothers in which he would become the exclusive franchiser of the McDonald name.

In 1955, the first McDonald’s franchise opened in Des Plaines, Illinois. The McDonald’s empire would be based on four core values providing customers with quality, service, cleanliness, and value (QSCV). Kroc believed that consistency in these core values would allow McDonald’s to build a strong brand image throughout the United States. He was right. The concept was a success, and by 1963 McDonald’s was selling one million hamburgers a day.

The first international McDonald’s opened in Canada in 1967. McDonald’s continued its international expansion into Japan, Germany, Australia, France, and England in the 1970s. Additional outlets were established in Latin America, the Middle East, Central and Eastern Europe, Russia, and China. The motive for McDonald’s international expansion was the realization that most potential sales existed outside the United States. As Kroc said in 1954, when he witnessed the McDonald brothers’ original restaurant concept, «This idea can sell anywhere». Based on the need for additional sales growth and the belief that the concept could be exported, McDonald’s embarked on an aggressive international expansion effort beginning in the 1970s. Today, McDonald’s has restaurants in over 100 countries and derives approximately 60% of its profits from sales overseas. On average, the company opens a new restaurant somewhere in the world every five hours, and McDonald’s can be found on every continent, except Antarctica.

Prior to 1996, McDonald’s did not have a restaurant anywhere on the Indian subcontinent. With a population of over one billion, India is viewed by many as a market with enormous potential. India’s population is second only to that of China, and, with differing birth rates, India will become the most populated country in the world by 2020, according to some estimates.

India represented a big challenge to McDonald’s because most Indians could not eat the main menu item: the beef hamburger. Over 80% of the Indian population is Hindu and this religion prohibits the consumption of cow products. Also, approximately 40% of Indians are strict vegetarians and eat no meat of any kind. A significant percentage of the Indian population is Muslim, which also prohibits the consumption of pork products.

India is a federal republic which gained its independence from Great Britain in 1947. After many years of British rule, Mahatma Gandhi led a mass movement for independence. Since that time, India has been, as its constitution states, a «sovereign, socialist, secular, democratic republic». The economic self-reliance or «swadeshi» begun under Gandhi influenced public policy in India for over 40 years. India finally began to liberalize economic policy after experiencing a severe foreign currency crisis. In 1991, major changes occurred that made foreign investment easier, including reduced tariffs, removal of non-tariff barriers to trade, and loosened foreign investment restrictions and currency controls.

India still remains a poor country and a difficult market for Western companies. Per capita GDP is $909, and many Indians live on less than a dollar a day. Yet the economy, with a high growth rate in recent years, has raised many out of poverty and produced widespread income gains. The government recognizes eighteen languages, with Hindi being the most widely spoken. English is also spoken, especially in urban areas and among the better-educated component of the population. Violent religious clashes occur between Hindus and Christians and between Hindus and Muslims and there is a current movement to establish an all-Hindu India. The religious and social class tolerances advocated by Gandhi do not seem to be as well accepted by many in India today. India is a country divided by languages, religion, and caste.

In 1996, McDonald’s opened its first restaurant in India. The first McDonald’s in India was located in Delhi and was the only McDonald’s outlet worldwide not to offer beef on its menu. Due to dietary restrictions imposed by religion, McDonald’s had to be creative in its product offerings. Without the possibility of serving beef or pork, McDonald’s offered the lamb patty and a veggie burger. The Big Mac was named the Maharaja Mac and substituted ground lamb for beef. After opening its second restaurant in India, this one in Mumbai (Bombay), McDonald’s had invested $14 million, yet the company was not completely sure of the potential of the Indian market. Although business was brisk at both locations, some concerns were raised.

Some consumers complained about the bland taste of the food. Accustomed to the spicy traditional Indian food, McDonald’s meals seemed too plain for some consumers. There was also a concern about the political stability of the country and long-term acceptance of McDonald’s in India. The Indian government did not support the entry of McDonald’s into the country and some Indians protested the arrival of the American multinational. Previous American franchises have been the target of vandalism in India in the past. KFC, Domino’s Pizza, and Pizza Hut all have several locations in India, and some of the restaurants have experienced difficulties with political mobs. McDonald’s is perhaps in an even more vulnerable position because its primary product worldwide (beef) is viewed by many Hindus as not appropriate for consumption. As one protestor remarked «They are the chief killers of the cow». Other protestors see McDonald’s as a symbol of the exploitation of the world’s poor by rich American multinationals. In 2005, McDonald’s settled a $10 million lawsuit brought by vegetarians in the United States who had charged McDonald’s with misleading advertising. McDonald’s had been using a beef flavouring for its French fries without telling consumers. The news of this culinary process caused protest in India and some store vandalism, however, McDonald’s had been careful not to use the beef flavouring in India.

McDonald’s of India is a 50/50 partnership between the McDonald’s Corp. and two Indian businessmen, who have divided the market into Northern and Western India. McDonald’s faces stiff competition from Yum! Brands Inc., which operates KFC, Pizza Hut, and Taco Bell. Yum has the advantage of having its product offerings more consistent with the requirements of a Hindi diet. At present, there are over 120 McDonald’s restaurants in India. Faced with the difficulties of product acceptance, low purchasing power among consumers, and the ever-present potential of political conflict, McDonald’s, nevertheless, has decided to triple the number of restaurants in India with an investment of 3 billion Indian rupees in the next few years. With a large and growing population, and increasing incomes, McDonald’s feels that Indians will embrace the product offerings and make India a very good growth market for the company.

Vocabulary:

	English term
	Ukrainian term
	English term
	Ukrainian term

	1. embark on

2. derive

3. sales overseas

4. cow products

5. pork products

6. strict vegetarian
7. a lamb patty 

8. a bland taste 

9. political mobs

10. tarrifs
11. stiff competition

12. a veggie burger
	· приступити до 

· отримувати

· продажі за кордоном 

· продукція з яловичини

· продукція зі свинини

· строгий вегетаріанець

· пиріжок з ягнятини

· слабо виражений смак

· політичні моби

· тарифи

· жорстока конкуренція

· вегетаріанський гамбургер
	13. self-reliance economy

14. non-tariff barriers to trade

15. foreign investment restrictions 

16. currency controls

17. violent religious clashes

18. additional outlets 

19. enormous potential

20. misleading advertising
	· самозабезпечена економіка

· нетарифні бар’єри в торгівлі

· обмеження на іноземні інвестиції

· валютний контроль

· насильницькі релігійні зіткнення

· додаткові виходи 

· величезний потенціал 

· реклама, що вводить в оману
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4. Cooper K. Where’s the Beef: McDonald’s Menu in India Culturally Correct, But Company’s Presence Cooks up Controversy / K. Cooper // Dallas Morning News. – November 10. – 1996; 
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Discuss the questions:

1. What approach to international business is McDonald’s following: ethnocentric, polycentric, or geocentric? Explain.

2. Does the movement into the Indian market represent any risks for McDonald’s?

3. Do you think McDonald’s will be a success in India? Explain.

Тема 2. Історичний аспект розвитку ТНК

Під час вивчення кейсів з другої теми рекомендується акцентувати увагу на проблемах становлення міжнародних компаній, етапах переходу їх від однієї стадії розвитку до іншої. Під час вивчення проблемних ситуацій визначте причини, передумови та чинники розвитку транснаціональних корпорацій. 
Кейс 2.1. «Світова нафтова компанія Chevron Corporatіon»
Chevron Corporatіon – є однієї з найбільших компаній світу по ринковій капіталізації. Її діяльність сконцентровано в енергетичній сфері, вона займається розробкою, видобутком і транспортуванням сирої нафти та природного газу; переробкою, продажем та дистрибуцією транспортних палив та паливно-мастильних матеріалів; виробництвом та продажем нафтохімічної продукції; виробництвом електроенергії та геотермальної енергії; розробкою рішень з енергоефективності; та розробкою енергетичних ресурсів майбутнього. Заснована компанія Chevron наприкінці ХІХ ст. у США, а сьогодні масштаби її діяльності поширюються на весь світ (табл. 2.1).

Таблиця 2.1
Історія розвитку компанії Chevron
	Рік
	Опис подій

	1
	2

	1879
	Розробка компанією Pacіfіc Coast Oіl Company (також відома як Coast Oіl) родовища нафти в Піко-Каньон, на півдні Лос-Анджелеса. 

	1895
	Coast Oіl запускає свій перший нафтовий танкер «Джордж Луміс», що міг перевозити 6 500 барелів сирої нафти між містами Вентура й Сан-Франциско.

	1906
	Coast Oіl стає одним з підрозділів корпорації Джона Рокфеллера Standard Oіl і одержує назву Standard Oіl Co. (Calіfornіa).

	1901
	На іншому кінці Америки в штаті Техас з’являється нікому не відома The TexasFuel Company (скорочено Texaco). Вона займає 3 кімнати в невеликій залізній будівлі. 12 перших співробітників працюють майже цілодобово, засипаючи іноді прямо на робочому місці.

	1911
	Standard Oіl Co. (Calіfornіa) зазнає величезних труднощів у зв’язку із прийняттям антимонопольного акту Шермана відносно материнського підприємства Standard Oіl

	1926
	Вихід з під впливу Standard Oіl і заміна старого бренда Standard Oіl Co. (Calіfornіa) на новий Standard Oіl Co. of Calіfornіa (скорочено SoCal). У ці роки майбутня компанія Chevron (поки ще SoCal) починає випускати продукти за назвою «Chevron»: змащення Chevron (Chevron smearіng) і масло Chevron (Chevron oіl).

	1933
	SoCal приступає до пошуку нафти в Саудівській Аравії

	Продовження таблиці 2.1

	1
	2

	1948
	Пошуки в Саудівській Аравії привели до відкриття найбільшого  родовища нафти. Філія SoCal у цьому регіоні, компанія Calіfornіa-Arabіan Standard Oіl Company, згодом  переросла в міжнародний концерн ArabіanAmerіcan Oіl Company (ARAMCO), що до 1980 року повністю перейшов під контроль Саудівської Аравії

	1984
	Унікальна для тих часів М&A-угода між SoCal і Gulf Oіl. Відповідно до антитрастового американського законодавства SoCal була змушена позбутися від частини активів на сході США, що належали поглиненої Gulf Oіl. Також утвореному гігантові було дозволено поміняти старе ім’я на Chevron Corporatіon (компанія Шеврон), тому що протягом  декількох десятиліть корпорація випускала продукт саме під цим брендом

	1996
	Chevron повідомляє про об’єднання свого газового бізнесу з NGC. Всі операції, пов’язані з видобутком і продажем газу, Chevron передає у ведення NGC в обмін на 25% акцій у знову утвореному на базі NGC підприємстві Dynegy

	2000
	Компанія Chevron уже в який раз у своїй історії здобуває перспективні активи. Цього разу  концерн одержує частку в компанії Іllіnova Corp., що ввійшла в Dynegy на правах філії, розміром 28%, 12% з яких пізніше були реалізовані із премією в 680 мільйонів доларів.

Компанія Chevron робить своє ключове придбання. Купує ту саму Texaco, тепер уже відому на увесь світ, і стає 4-ою по величині публічною нафтовидобувною корпорацією із сумарною ринковою вартістю порядку 95 мільярдів доларів

	2005
	Компанії Chevron, Texaco, Caltex і ChevronTexaco остаточно поєднуються під єдиним лого CHEVRON. Ця подія символізує завершення злиття світових енергетичних корпорацій

	2010
	Поглинання Unocal Corporatіon , що зробило Chevron самим великим добувачем геотермальної енергії у світі


Скандали, пов’язані з діяльністю компанії 

З 1972 по 1993 рік Texaco управляла розвитком нафтового родовища Лаґо Аґріо в Еквадорі. Еквадорські фермери та корінні народи Еквадору звинувачують Texaco (нині Chevron), у погіршенні свого здоров’я через зіпсовану екологію, отруєння лісів і річок шляхом зливу 68 мільйонів кубічних метрів пластової води в тропічний ліс, без будь-яких намірів відновлення навколишнього середовища. Вони подали до суду Chevron за значний екологічний збиток, заподіяний нею в результаті цих операцій, у результаті якого захворіли тисячі еквадорців, амазонські дощові ліси були значно забруднені. Еквадорський суд міг накласти штраф у розмірі до $ 28 млрд. за нанесень збиток, однак Шеврон заявили, що угоди укладені з урядом Еквадору раніше, звільняють її від будь-якої відповідальності. Після кількох років судової тяганини 15 лютого 2011 суд в Еквадорі оштрафував Chevron на $ 8,6 млрд. за забруднення країни в період між 1972 і 1992 роками. Це створило прецедент – вперше корінному населенню вдався виграти суд у великої транснаціональної компанії, яка забруднила території цього народу.
Навесні 2012 р. було офіційно оголошено про те, що Chevron разом з Shell стали переможцями в конкурсі на розробку Олеської та Юзівської площ, планується що саме ці компанії видобуватимуть сланцевий газ в Україні. 

Трьохстороння угода про розділ продукції по видобутку вуглеводнів на Олеській ділянці між Україною, американською Chevron й українською «Надра Олеська» була підписана 05.11.2013 р. у ході засідання ради інвесторів в адміністрації президента. Відповідно до документа, українська сторона може розраховувати на 17-40% частки залежно від  обсягів видобутку вуглеводнів і рівня рентабельності. Із цих засобів, на вимогу громадськості Львівської й Івано-Франківської областей, де розташована Олеська площа, 5% піде в обласні бюджети, 3,5% – у районні й 1,5% – у сільські. Інші 90% – у держбюджет. 

По базовому сценарію щорічно на Олеській площі буде добуватися не менш 5 млрд. кубометрів газу в рік, по оптимістичному – 8-10 млрд. кубометрів. Для порівняння: в 2012 році в Україні добуто 20,2 млрд. кубометрів газу, з яких понад 90% довелося на державні «Укргаздобуток» і «Черноморнафтогаз». При цьому колишній голова Міненерго розраховує, що вартість нового ресурсу буде в три рази нижче поточної ціни закупівлі Україною російського газу. 
Відповідно до договору, протягом  початкового пошукового періоду компанія Chevron інвестує 350 мільйонів доларів у розвідку сланцевого газу у Львівській та Івано-Франківській областях. При цьому загальні інвестиції у видобуток газу можуть перевищити 10 млрд.

Втім, експерти не настільки оптимістичні. За словами директора енергетичних програм Центра ім. Разумкова Володимира Омельченко, заявлені прогнозні запаси Олеської ділянки в 2,98 трлн. кубометрів газу не підтверджені. На думку пана Омельченко, буде потрібно не менш чотирьох-п’яти років для проведення геологорозвідки, після чого, можливо, почнеться буравлення свердловин з усіма пов’язаними із цим ризиками. 

Джерела: 

1. Черновалов А. На пути к американской мечте / Александр Черновалов // Коммерсант Украина. – 2013. – 06.11. – Режим доступа к статье : http://www.kommersant.ua/doc/2336782 

2. Украина и Chevron подписали газовое соглашение // Украинская правда. – 2013. – 05 ноября. – Режим доступа к статье : http://www.pravda.com.ua/rus/news/2013/11/5/7001448/

3. Chevron Corporation // Бета Финанс. – Режим доступа: http://betafinance.ru/us_companies/chevron-corporation.html
4. Chevron // Вікіпедія. – Режим доступа до сторінки : http://uk.wikipedia.org/wiki/Chevron

Дайте відповіді на питання:

1. До якого покоління належить дана корпорація і чому?

2. Які фази розвитку пройшла ця корпорація?

3. Чому Chevron Corporatіon була вимушена покинути ринок Еквадору та які економічні та екологічні наслідки її діяльність мала для цієї країни?

4. Які ризики та загрози виникають для України у зв’язку з появою цієї корпорації на внутрішньому ринку?

5. Як Ви вважаєте, чи зможе Україна у такий спосіб досягти газової незалежності від Росії?
Кейс 2.2. «Російський енергетичний гігант ВАТ «Газпром»
Одні з перших родовищ природного газу були відкриті в Радянському Союзі ще у 1942 році. Тоді ж був побудований перший газопровід «Бугуруслан – Куйбишев». Розвідка й освоєння газових джерел безупинно тривало, будувалися нові магістралі й трубопроводи. Проте цього не завжди вистачало на те, щоб у достатній мірі задовольняти потреби всього радянського населення. Усе змінив період з 1970 по 1980 роки. Для СРСР він був ознаменований відкриттям нових газових родовищ в області Поволжя, Сибіру й Уралу. Видобуток газу в Радянському Союзі виріс майже в 5 разів і вже у 1984 році він зайняв лідируючу позицію на світовому ринку газової сировини. Видобуток даного ресурсу в рік склав 587 млрд. куб. м.

До цього часу, з 1948 року, у СРСР діяло Головне управління по видобутку природного газу. У 1956 році воно терпить ряд перетворень, у результаті чого стає вже Главгазом (Головне управління газової промисловості при раді міністрів СРСР). У 1963 році створюється Державний виробничий комітет з газової промисловості СРСР, що бере на себе функції свого попередника. 1965 рік – відбувається формування Міністерства газової промисловості. З нього згодом виділяються організації двох напрямків: газової й нафтовий. Саме дане Міністерство й стало платформою для майбутньої компанії. В 1989 році створюється Державний газовий концерн «Газпром», що, у свою чергу, стає платформою для РАТ «Газпром» (Російське Акціонерне Товариство). Він був утворений в 1993 році, а в 1998 році був перейменований в ВАТ «Газпром» (Відкрите Акціонерне Товариство).

З 1989 по 1992 року  концерн повністю контролював пошуки газових родовищ на території всього СРСР, здійснював його розподіл і продаж. У 1991 році країни, які раніше входили до складу СРСР, одержують незалежність, а разом з нею й права на всі газові джерела, що перебувають на їхній території, так само як права власності на відповідні магістралі. Втрати  на той момент склали 25% від загальної кількості компресорних станцій, а також понад 30% трубопроводів. Контроль над всіма транзитними газопроводами, які проходили з Росії в Європу, цілком перейшов країнам СНД і Балтії. Тоді ж російський уряд дійшов висновку, що з метою поліпшення функціонування концерну, варто створити незалежні компанії, які могли б також робити видобуток даного ресурсу. 

Наступний рік став більш успішним. Інтенсивність економічного впливу різко збільшується. Концерн одержує цілий ряд податкових пільг. Президент підписує кілька Указів, з яких випливає, що газові ресурси всієї країни передаються у ведення концерну.

У 1993 році Міністерство фінансів схвалило проект про приватизацію «Газпрому». Якщо на початку 1992 року він повністю належав державі, то в 1993 році починається розподіл акцій. Відповідно до схеми розподілу, 40% залишалося у власності держави, 28,7% продавалося за ваучерів, 15% належало керівникам концерну, 10% призначалося для продажу закордонним компаніям, 5,2% перебувало у власності ЯНАО (Ямало-Ненецький автономний округ), 1,1% переходив у користування організації «Росгазифікація».
Ринкове положення акцій  було досить суперечливим і відлякувало іноземних покупців через свою неліквідність. Причиною цьому були виняткові правила концерну, відповідно до яких компанія здійснювала контроль вторинного ринку своїх акцій. Продаж міг здійснитися тільки з її дозволу. Було потрібно обов’язково доводити до відома його керівництво й пропонувати покупку спочатку, безпосередньо, концерну. Тільки у випадку його відмови можна було продавати їх іншим організаціям.

У 1995 році аудитором концерну стає Prіce Waterhouse, але в 1997 році він передає естафету De Golyer & McNaughton. Отут постає необхідність просування на світових ринках капіталу й у 1996 році Газпром розміщає 1% своїх акцій на лондонській біржі. 

У 1998 році Борис Єльцин, президент Росії (1991 – 1999 рр.) звільнив Віктора Черномирдіна з посади прем’єр-міністра, і тоді ж Уряд пред’явив «Газпрому» вимоги виплати багатомільярдної податкової заборгованості. Після того як податкова поліція спочатку конфісковувати майно «Газпрому», компанія була змушена заплатити податки. Цього року  компанія вперше показала збитки. 

У 2000 році пост голови ради директорів  зайняв Дмитро Медведєв. А в 2001 році – А. Міллер. Ціни акцій концерну на Лондонській біржі підскочили майже на 7%. Уперше за останній час політика концерну стала повністю збігатися з інтересами держави.

У 2002 році був відновлений втрачений раніше контроль над «Запсибгазпромом», «Пургазом», «Востокгазпромом». Крім цього у власність концерну перейшов «Севернефтегазпром» (концерн його купив). Не можна не згадати про компанію «Ітера», що вважалася другим газовим гігантом. Поступово їй довелося повернути концерну добувні газові активи, після чого їй не залишилося нічого іншого, як погодитися з лідером  і перейти в його фактичне підпорядкування. Аналогічна ситуація була й з «Нортгаз», що займався розробкою Північно-Уренгойського родовища. Як тільки видобуток початку набирати пристойні обсяги, монополіст звернув не його увагу й заявив про свої права. 

До початку 2004 року Російська Федерація володіла 38,7 % акцій «Газпрому» і мала більшість у Раді директорів. У 2004 році держава довела свою частку в акціях «Газпрому» до більше 50 %, купивши частину акцій «Газпрому», якої невистачило.

У 2005 році «Газпром» здійснив перші поставки зрідженого природного газу в США. Тоді ж відбулася лібералізація ринку акцій «Газпрому». Відповідно до прийнятих змін частка акцій, що належать держкомпаніям, у сумі не може бути нижчою за 50 % плюс одна акція, а іноземні громадяни й компанії зможуть спільно володіти більш ніж 20 % акцій «Газпрому».
У 2006 році «Газпром» здійснив перші поставки зрідженого природного газу у Великобританію, Японію й Південну Корею. У грудні того ж року «Газпром», «Шелл», «Мицуи» і «Мицубиси» підписали протокол про входження «Газпрому» в «Сахалін Енерджі» (компанія-оператор нафтогазового проекту «Сахалін-2»), у результаті чого «Газпром» одержує 50 % плюс одну акцію в проекті. 

У 2007 році «Газпром» розробляв проект заводу «Балтійський СПГ» у Ленінградській області, що входить у план заходів щодо освоєння ринку зрідженого природного газу Атлантичного басейну, вихід якого запланований в 2012 році. У лютому 2009 року на Сахаліні почав діяти перший російський завод з виробництва зрідженого природного газу. 

У 2011 році «Газпром» завершив будівництво газопроводу Сахалін – Хабаровськ – Владивосток, провів запуск першої черги газопроводу Північний потік. У листопаді 2011 року «Газпром» став власником 100 % акцій «Белтрансгаза», одержавши в такий спосіб повний контроль за транспортуванням газу до західних кордонів Білорусі.

У жовтні 2012 року була введена в експлуатацію друга черга газопроводу «Північний потік». У тому же місяці «Газпром» офіційно ввів в експлуатацію одне з найбільших своїх родовищ – Бованенковське. Тієї ж осені вище керівництво Росії вперше визнало небезпеку для «Газпрому» глобальних змін на ринку енергоносіїв, що відбуваються внаслідок нарощування обсягів видобутку сланцевого газу; президент Росії Володимир Путін доручив у зв’язку з цим Міненерго скорегувати генеральну схему розвитку газової галузі до 2030 року. Через кілька днів представники компанії оголосили про початок розробки родовищ сланцевої нафти Верхнє-Салимського родовища, помітивши, що видобуток сланцевого газу для Росії неактуальний.

 У липні 2013 р. Газпром створив у Нідерландах кооператив Gazprom Holdіng Cooperatіe U.A., у який увійшла більшість його голландських дочірніх компаній. Така форма об’єднання дозволила газовій монополії одержувати від дочірніх голландських компаній дивіденди без сплати податків. У цей час концерн по праву вважається єдиною газовою монополією в Росії.

Крім своєї безпосередньої діяльності газовий гігант займається науково-дослідними розробками й бере активну участь у соціальному житті країни. Він є меценатом усіляких спортивних заходів, а також займається добродійною діяльністю. Тільки в 2010 році на добродійність концерном було витрачено понад 12 млрд. рублів.
Джерела: 

1. Компания «Газпром» — российский газовый гигант // UBiznes.ru. – 2012. – 12 Янв. – Режим доступа : http://ubiznes.ru/company/gazprom/istoriya-gazproma-vozniknovenie-i-razvitie-gazovogo-monopolista.html

2. О «Газпроме». История. Летопись // Официальный сайт Газпрома. – 2014. – Режим доступа : http://www.gazprom.ru/about/history/chronicle/2013/
Дайте відповіді на питання:

1. До якого покоління належить дана корпорація і чому?

2. Які фази розвитку пройшла ця корпорація?

3. Чи можна назвати ВАТ «Газпром» типовою ТНК? Чим вона вирізняється від Exxon Mobil, Royal Dutch Shell та Chevron Corporatіon?

4. В яких країнах є представництва та філіали ВАТ «Газпром»?

5. Чи здійснює Росія контроль над ЗМІ через ВАТ «Газпром»?

6. Який вплив ВАТ «Газпром» має на Україну?
Додаткові джерела: 

1. Компании с долевым участием ОАО «Газпром» и прочие аффилированные структуры // Официальный сайт Газпрома. – 2014. – Режим доступа : http://www.gazprom.ru/about/subsidiaries/list-items/

2. Акционерам и інвесторам // Официальный сайт Газпрома. – 2014. – Режим доступа : http://www.gazprom.ru/investors/

3. Иванова Е. Газовая промышленность / Елена Иванова // Журнал «Коммерсантъ Власть». – 2001. – 27,11 (№47). – С. 62. – Режим доступа : http://www.kommersant.ru/doc/295883
Тема 3. Динаміка руху та регіональна структура інвестиційної діяльності транснаціональних корпорацій
Під час вивчення кейсів з третьої теми студентам слід зосередити увагу на аналізі шляхів та методів залучення прямих іноземних інвестицій (ПІІ). Потрібно знайти інші приклади з реального життя злиттів та поглинань і використання компаніями інших засобів залучення різних видів ПІІ.
Case 3.1. «Microsoft buy Nokia» 
Microsoft Corporation is an American multinational corporation headquartered in Redmond, Washington, that develops, manufactures, licenses, supports and sells computer software, consumer electronics and personal computers and services. Microsoft was founded by Bill Gates and Paul Allen on April 4, 1975 to develop and sell BASIC interpreters for Altair 8800. It rose to dominate the personal computer operating system market with MS-DOS in the mid-1980s, followed by the Microsoft Windows. The company’s 1986 initial public offering, and subsequent rise in its share price, created an estimated three billionaires and 12,000 millionaires from Microsoft employees. Since the 1990s, it has increasingly diversified from the operating system market and has made a number of corporate acquisitions. In May 2011, Microsoft acquired Skype Technologies for $8.5 billion.

Nokia is a Finnish communications and information technology multinational corporation that is headquartered in Espoo, Uusimaa.applications The company provides Internet services, including , games, music, media and messaging services, including free-of-charge digital map information and navigation services delivered through its wholly owned subsidiary HERE.Nokia Networks Its  subsidiary provide stele communications network equipment and services.

Less than two weeks after Microsoft announced its CEO was set to retire, the company has announced another sweeping change: it’s buying Nokia ’s storied handset business for 3.79 billion euros ($5 billion), licensing its patents and boldly challenging Samsung and Apple in the battle to win the global smartphone market.

The announcement brings an end to Nokia’s three-decades-long adventure selling mobile phones, as well as speculation about a future sale to Redmond, dating back to the moment Nokia announced a former Microsoft executive, Stephen Elop, would take the reins in September 2010. That speculation intensified five months later when Elop announced a strategic partnership between Nokia and Microsoft, in which Nokia would use Windows Phone as its primary operating system.

Forbes contributor Tero Kuittinen called Nokia’s price tag «shockingly low,» considering that the company’s Lumia range has gained some traction recently; it sold roughly 7.4 million units in the second quarter of 2013. But he points out that the company’s Asha range of low-cost phones may have come under pricing pressure from cheaper Android phones being shipped to emerging markets.

The $5 billion price tag for Nokia’s handset unit is indeed less than the $8.5 billion in cash that Microsoft paid for Skype in 2011.

At the close of the transaction, Microsoft expects approximately 32,000 people from Nokia to become its employees, including 4,700 people in Finland and 18,300 people «directly involved in manufacturing, assembly and packaging of products worldwide». The company said these transferring operations generated roughly 14.9 billion euros ($19.7 billion) or about half of Nokia’s net sales for fiscal year 2012.

The remnants of Nokia will effectively be a telecoms equipment company. It will retain ownership of the company’s patent portfolio, and license them to Microsoft for a 10-year period, as part of a separate, $2.2 billion patent deal. Microsoft will also license technology from Nokia’s proprietary mapping platform, known as HERE, for four years.

Microsoft is additionally granting Nokia a 1.5 billion euro ($2 billion) loan in the form of convertible notes, which Microsoft says it will fund from «overseas resources». Here are some thoughts on winners and losers as a result of the acquisition. 

Winners
Nokia wins as it sells a business that’s becoming increasingly difficult to generate profits. The smartphone market’s average sales price has fallen to $375 according to IDC. Prices will continue to decline as sales move to emerging markets and markets where lower cost phones are in high demand.

Microsoft’s tablet business has been anemic at best. The company took a major hit to its Q4 financials with a massive $900 million inventory write down charge for its Surface RT units. While enterprise customers balked at the changes in operating system for the Surface tablets, the tablet hardware was also hindering sales.  Microsoft purchase of Nokia’s device team gives it real design skill for future Surface tablets.

Enterprise buyers. The Nokia team understands software user experience design. The combination will help take Microsoft’s operating system to the next level. In the battle for mobile software developer mindshare, Android and IOS were winning. I expect more developers to write software for the Windows Phones OS now that it’s evident that Microsoft is taking the mobile market seriously.

Losers
Blackberry. Nokia’s market capitalization was over $12 billion in May but the deal for the hardware business was only $5 Billion. Blackberry’s total current market capitalization is at $5 billion. Nokia’s sale price may not detract from Blackberry’s $5 billion market capitalization but it severely limited any upside. An August article from the Rayno report pegged Blackberry’s sales value at $6-10 per share.  Blackberry’s sales value will be based on the valuation of its patent portfolio, not its hardware business.

HTC and LG. These companies failed to push the Windows Phone OS and now they’ll have to compete against Microsoft. At a time when Samsung is eating everyone’s lunch, these companies need allies, not new competition. However, it’s most likely that Microsoft will use its move into hardware to convince companies, such as HTC and LG, to building more phones for the Windows Phone OS than Android.
Vocabulary:

	English term
	Ukrainian term
	English term
	Ukrainian term

	1. storied handset business

2. boldly

3. contributor 

4. price tag

5. traction

6. remanants

7. proprietary mapping platform

8. tablet

9. anemic
	· знаменитий телефонний бізнес

· сміливо

· спонсор
· встановлення цін
· підтримка
· залишки
· самостійно перетворена платформа
· планшет
· слабкий
	10. IDC – International Data Corporation

11. Q4 financials

12. Surface RT unit 

13. balked

14. detract

15. upside

16. pegged
	· міжнародна аналітична компанія, що спеціалізується на дослідженнях ринку інформаційних технологій
· 4-ий квартал фінансового року
· модель планшета
· ігнорували

· відволікати

· підвищення

· встановили ціни


Sources:

1. Microsoft to Buy Nokia’s Mobile Business for $5B, License Patents For $2.2B [Electronic resource] // Forbes. – 2013. – 9.03. – Access mode : http://www.forbes.com/sites/parmyolson/2013/09/03/microsoft-to-buy-nokias-mobile-business-for-5b-license-patents-for-2-2b/

2. Winners and Losers in the Microsoft Nokia Deal [Electronic resource] // Forbes. – 2013. – 9.03. – Access mode : http://www.forbes.com/sites/maribellopez/2013/09/03/winners-and-losers-in-the-microsoft-nokia-deal/

Discuss the questions:

1. What are the reasons of Nokia’s absorption by Microsoft?

2. What benefits and threats will receive each side after the transaction?

3. Do you think that the balance of forces in the global smartphone market will change after this absorption?

Тема 4. Галузеві особливості виробничої та інвестиційної діяльності транснаціональних корпорацій
Під час вивчення кейсів з четвертої теми рекомендується зосередити увагу на світових тенденціях, які охопили автомобільну та нафтовидобувну галузі, та як ці тенденції вплинули на діяльність транснаціональних корпорацій. 
Case 4.1. «Russian Lukoil’s global reach»
Lukoil is Russia’s largest vertically integrated oil company. It not only deals with the exploration of oil, but also its distribution, refining and retail distribution. The company was a state entity under the Soviet Union, but was privatized in the 1990’s. Lukoil supplies close to 19% of Russia’s oil production and approximately 2% of world oil supplies. In addition to aggressive oil exploration, the company has formed a strong alliance with GAZPROM, the state owned gas company and most recently has expanded into petro-chemicals in order to further diversify its portfolio.

The oil giant has invested in exploration ventures in the Caspian region, South America, Europe, and the Middle East. Lukoil’s diversification strategy also prompted it to invest in oil processing and gasoline retail outlets in the countries of Ukraine, Romania, Bulgaria, Finland, Belarus, the Baltic states, former Yugoslavia, the United States. Not only is Lukoil seeking to spread its influence throughout Europe, the firm has also established a separate arm to focus on investment in North and South America called LUKOIL AMERICAS. Through the purchase of the Getty retail chain, American consumers in the New England area now are purchasing some of their gasoline and fuel oil directly from this Russian company’s over 1,800 retail outlets. The rebranded Lukoil gas stations even offer American consumers a Lukoil credit card.

Lukoil is a truly global company with a base in a transitioning country marked by unpredictable policies and failed reforms. The United States and other developed countries rely heavily on oil to grow their economies. As the world’s appetite for oil continues to grow, Russia will continue to emerge as an important player in the global energy market; it has the seventh largest oil reserves in the world. Interestingly, Russia is the greatest oil producer that does not belong to the Organization of Oil Producing Countries (OPEC) and has a strong impetus for selling that precious resource to the rest of the world; its economy depends on it. It has been estimated that over half of Russia’s state budget revenues are tied to the oil and gas industry.

With the expansion of the Indian and Chinese economies, global demand for energy has risen faster than production, causing prices to increase and allowing Russian oil companies to reap the benefits of these rising commodity prices. Russian oil output has exceeded domestic demand and is expected to continue to do so for a number of years to come. The abundance of excess energy allows Russia and firms like Lukoil to increase their standing in the global community. Some see this situation as an opportunity for foreign investment, others express concerns about the safety of such investments.

The price of a barrel of crude oil has been wildly fluctuating over the past decade based on supply and demand. One thing is for certain, the rising appetite for modernization and increasing oil prices are driving governments and oil companies to push for new field exploration. In the case of Lukoil, foreign fields constitute only five percent of the total output, but in the long term, the firm’s CEO, Vagit Alekperov, has publicly committed to increasing this proportionately to twenty percent. This is yet another sign of Lukoil’s commitment to diversification and demonstrates that Lukoil is a truly global firm with a decentralized business strategy.

Lukoil’s CEO, Vagit Alekperov is the largest individual shareholder owning over 20% of the company stock. Mr. Alekperov, has made public statements that an American investor might view as nationalistic. «The efficient development of reserves directly linked to national security... it preserves the economic integrity of the country... it strengthens national positions in the international arena. The concept has always been the same: in the Russian Empire, the Soviet Union and Russian Federation. It will remain this way, until the «oil era’ is over». 
Lukoil’s aim has been to behave as a decentralized company that is both free of Russia’s political influence and eager to attract foreign investment. Some would argue that this is not possible. Lukoil was the largest taxpayer in the Russian Federation in the year 2008. The firm lists its shares on the London Stock Exchange and the NYSE through American Depositary Receipts (ADRs). The value of the ADRs has done well over the past five years, however, it can be argued that the stock is underperforming due to the political risk investors see in Russia today. It may be reassuring to American investors that ConocoPhillips has had a 20% stake in Lukoil since 2005. The acquisition of a fifth of Lukoil’s shares by a US owned company and LUKOIL’s openness to scrutiny by an independent outside accounting commission should indicate that LUKOIL is making a great effort to shed the image of being a corrupt Soviet style national oil giant. Russia’s oil fields are vast and there are many waiting to be explored in Western Siberia and the Sakhalin region. What is troubling to some is the unpredictability of actions undertaken by the Russian government in terms of the confiscation of another private Russian oil company (Yukos), for example, and its aggressive stand with foreign investors. Furthermore, some might also find worrisome that TNL-BP, the joint venture between BP and Lukoil produces 20% of BP’s output, yet yields only 10% of the profits to the foreign investor.

Sources:

1. Gorst I. Lukoil: Russia’s Largest Oil Company / Gorst Isabel. – The James Baker III Institute for Public Policy at Rice University, 2007. – 34 p.
2. Russia’s Oil Industry: Trouble in the Pipeline // The Economist. – 2008. – May 8.
3. Henderson J. The influence of Alliances on Corporate Growth in the Post-Soviet Period: LUKoil and Yukos / Henderson J., Radosevic S. – University College oF London, 2003. – 64 p. 

4. McCarthy S. Russia’s Energy Card has upped the ante in a real-world game of Risk. Valuable access to the region’s pipeline’s hangs in the balance / McCarthy S., Campbell M. // The Globe and Mail. – 2008. – August 16.

Vocabulary:

	English term
	Ukrainian term
	English term
	Ukrainian term

	1. refining

2. state entity

3. expand 

4. prompt
5. processing 

6. retail outlets 

7. seeking 

8. impetus 

9. precious 

10. to reap 

11. exceed
12. abundance, excess 

13. concern
14. crude
	· перегонка нафти;

· об’єкт державної власності;

· розширювати;

· спонукати;

· переробка;

· роздрібна торговельна точка;

· намагатися;

· рушійна сила;

· велика цінність;

· пожинати;

· перевищувати;

· надлишок;

· турбуватися;

· сира нафта;
	15. constitute 

16. commit
17. proportionately 

18. preserve
19. integrity 

20. eager 

21. underperforming due 

22. stake 

23. acquisition 

24. scrutiny 

25. shed 

26. worrisome 

27. implications 

28. prominence 
	· складати;

· фіксувати;

· пропорційно

· зберігати;

· цілісність;

· жадати;

· малоймовірне;

· доля;

· придбання;

· уважний огляд;

· позбутися;

· неспокійний;

· наслідки;

· відомість


Discuss the questions:

1. What are the geopolitical implications of the rising prominence of Russian oil companies such as Lukoil?

2. Do you feel that Lukoil is a good investment for American investors? Explain your answer.

3. What can Lukoil do to attract foreign investment it needs in order to further its oil exploration?

Кейс 4.2. «Банкрутство найбільшої автокорпорації США «General Motors» 
Найбільша автокорпорація США «General Motors» була створена у вересні 1908 року американським підприємцем Вільямом Крапо Дюрантом. Але його бізнес-ідея народилася набагато раніше й виглядала досить зухвало. Заснувавши невелику компанію по випуску екіпажів для кінної тяги, Дюрант усвідомив, що почалася ера автомобілів, і в 1903 році, познайомившись із бізнесменом Дж. Уайтінгом, одержав з його допомогою право на випуск автомобілів, розроблених Девідом Б’юіком. Амбіції росли. Дюрант купив ще кілька дрібних автомобільних компаній, причому більшість були збитковими. Але він був одержимий прагненням зібрати під дахом GM буквально всі американські автомобільні підприємства. Бізнесмен діяв багато в чому авантюрно, тому зазнав величезних фінансових втрат й поставив компанію на грань банкрутства. Однак йому вдалося одержати величезну позику в банках з умовою відмови від керування компанією. Дюрант пішов з поста директора, але ненадовго. В 1915 році йому вдається придбати контроль над GM.

Золотий час для GM наступив у 1950-х роках. Зі своїми брендами Chevrolet, Oldsmobіle, Pontіac, Cadіllac і Buіck компанія займає 46% усього авторинку США. Автомобільний бум тривав і в 1961 році – частка General Motors досягає рекордного показника на американському ринку автомобілів – 51%. Однак незабаром конкуренція з боку закордонних виробників і тактичні помилки GM послужили причиною того, що компанія стала втрачати позиції. Протягом  наступних 30 років GM знову й знову витрачає мільярди доларів на розробку інноваційних ідей, але згодом від них відмовляється через низьку рентабельність і дорожнечу.

На початку 1990-х років General Motors на п’ять років «відставляє» своїх головних конкурентів Chrysler і Ford і акцентує увагу переважно на великих позашляховиках. Починається розробка й запуск проекту Hummer. На час компанії вдалося підняти продажі, однак GM не прагнула міняти свій модельний ряд і переходити з великих автомобілів на менш габаритні й економічні. Через це продажі почали падати, а продукція концерну на тлі конкурентів з кожним роком ставала усе менш привабливою. На той момент GM уже мав бізнес у 140 регіонах по усьому світі. У компанії працювали 252 тисячі чоловік, а виробничі потужності були розміщені в 35 країнах.

У 2008 році GM з усіма своїми брендами (Buіck, Cadіllac, Chevrolet, GMC, GM Daewoo, Holden, HUMMER, Opel, Pontіac, Saab, Saturn, Vauxhall і Wulіng) продав 8,35 млн. авто й заробив $148,98 млрд. Однак цього виявилося занадто мало – одні лише збитки склали $30,86 млрд. 

Нарощуючи десятиліттями виробничу міць, скуповуючи «все підряд», GM створював глобальну модель керування, суть якої зводилася до максимальної уніфікації вузлів, агрегатів, платформ і наступних продажів своєї продукції під різними брендами. Заощаджуючи на розробках, міняючи лише оболонку, американський автогігант роками успішно подавав публіці по суті однакову продукцію. У свою чергу, Opel, британський Vauxhall, шведський SAAB, італійський Fіat повинні були принести американцям повне панування на європейському авторинку й підсилити GM як  глобального гравця.

Але не все відбулося, як замислювалося. Відмовившись викупити  акції італійської компанії, що залишилися, керівництво GM вирішило вийти з угоди, що коштувало компанії $2 млрд. Німецький Opel чим далі, тим більше почав відходити убік від американських ідей будівлі нових позашляховиків, мотивуючи це відмінностями в споживчих смаках Америки і Європи. На рідному ринку Toyota й інші японські компанії доводили споживачеві, що їхні машини технологічно якісніші, надійніші й дешевші. А в американського автогіганту тим часом падали продажі, росла необхідність у грошах для розробки нових технологій, ще й профспілки вимагали поліпшити умови праці. З 2005 року збитки GM склали $88 млрд. Загальні продажі автомобілів у США впали з піка в 17,5 млн. в 2000 році до 13,2 млн. в 2008-м. Трохи пізніше, колишній президент GM – Рік Вагонер визнає, що він і його команда зробили багато помилок.

Передбачалося, що саме велике виробниче банкрутство обернеться для цієї країни й усього світу сотнями тисяч прямих і непрямих витрат. Постраждають всі, починаючи від топ-менеджменту компанії, робочих заводів, постачальників і закінчуючи працівниками ІT-сфери, реклами, кухарями, прибиральниками офісів і т.д. У 2008 році в GM $4,5 млрд. пішло на ІT-послуги й $5,3 млрд. – на рекламу. Спонсорські витрати компанії на підтримку спорту й мистецтва в 2007 році склали приблизно $240 млн. По даним агентства Reuters, з 1985 року автоконцерн витратив $169 млрд. на 668 поглинань. Комісійні від цих угод одержували багато банків з Уолл-Стріт, у тому числі Morgan Stanley і Bank of Amerіca. За свою історію GM розмістив борги й акції майже на $1 трлн.

Внаслідок банкрутства компанії уряду США в обмін на виділені $50 млрд. державної допомоги дісталося 60% акцій новоствореної компанії Auto Acquіsіtіon Corp. Ще 12% відійшли уряду Канади, що на підтримку GM виділило $9,5 млрд. 17,5% акцій компанії одержав американський фонд медичного страхування профспілки UAW. У новоспечену компанію ввійшли самі прибуткові й перспективні бренди GM: Chevrolet, Cadіllac і Buіk. 

Що стосується інших брендів, то їхня доля в 2009 р. була не відома. Експерти вважали, що за межами США, як і раніше, будуть «збирати» Opel, тільки тепер, швидше за все, не німці й англійці, а росіяни в союзі з канадцями (активи Opel придбали канадська компанія Magna, Ощадбанк Росії і ГАЗ). Італійський Fіat і шведський Koenіgsegg у тандемі з американською фінансовою групою Renco конкурують за актив GM – Saab. В Азію піде Hummer. Він дістанеться китайської корпорації Sіchuan Tengzhong Heavy Іndustrіal Machіnery Co. А бренд Pontіac планували ліквідувати.

Синдром банкрутства GM навис над багатьма автоконцернами. Український автопром займає дуже слабкі позиції. 23 тис. легкових автомобілів – сумарне виробництво чотирьох українських автозаводів за перші чотири місяці 2009 року. Це на 85% менше, ніж було зроблено роком раніше.

Вітчизняні автопідприємства вижили тільки завдяки випуску або морально застарілої техніки, або раніше налагодженої крупновузлової зборки авто, що має сенс лише при протекціоністському миті. Ключовою проблемою є відсутність власних технологій і підтримки з боку держави. Єдиний спосіб хоч якось втриматися на плаву – це продовжувати застосування 13% ввізного мита.

Це дозволило покривати збитки й зберегти робочі місця. А для деяких і дістав ати невеликий прибуток. Головний акціонер ЗАЗа – корпорація «УКРАВТО» – у першому кварталі показала майже 80 млн. грн. прибуток. Однак, у грудні 2009 року найбільшому національному виробникові – Запорізькому автозаводу – потрібно було виплатити $125 млн. по єврооблігаційному займу. Зважаючи на те, що збиток ЗАЗа в 2008 році склав 390 млн. грн., а чистий прибуток «УКРАВТО» – 520 млн. грн., цього навряд чи вистачить на погашення половини боргу.

Джерело: 

Вовк М. Банкротство General Motors – банкротство всей Америки [Электронный ресурс] / Михаил Вовк, Дарья Исакова // Дело. – 2009. – 14 июня. – Режим доступа : http://delo.ua/ukraine/bankrotstvo-general-motors-ban-107818/
Дайте відповіді на питання:

1. Що призвело до банкрутства «General Motors» у 2008 р.? Які дії керівництва можна назвати провальними?

2. Яку стратегію було обрано для виходу з банкрутства?
3. Які бренди GM зберегла у своїй власності, а які розпродала? Хто є новими власниками цих брендів? 

4. Який можна оцінити сучасний стан діяльності корпорації «General Motors»? 

5. Як Ви вважаєте, чи є перспективи в української компанії «УкраАвто» налагодити відносини з GM та повернутися до виробництва Chevrolet Aveo?
Додаткові джерела:

1. Бигмэн Д. Как спасли GM: подлинная история самого важного банкротства в истории США [Электронный ресурс] / Дэн Бигмэн // Forbes. – 2013. – 05.11. – Режим доступа : http://www.forbes.ru/kompanii/potrebitelskii-rynok/246867-kak-spasli-gm-nerasskazannaya-istoriya-krupneishego-bankrotstva?page=0,1
2. General Motors [Электронный ресурс] // Дело. – Режим доступа : http://delo.ua/tags/general-motors-031/?supdated_new=1390301562
Тема 5. Вплив діяльності транснаціональних корпорацій на конкурентоспроможність національних економік
Під час вивчення кейсу з п’ятої теми увагу слід зосередити на особливостях інвестиційної діяльності МНК. Студентам пропонується докладно вивчити особливості інвестиційної діяльності компанії Кока-Кола та проаналізувати як вона вплинула на ринок напоїв Саудівської Аравії та мусульманського світу. 
Case 5.1. «Colas with a mission»
In November 2002, French political activist, Tawfik Mathlouthi, began selling a new brand of cola in France. Mathouthi called his cola Mecca, after the city in Saudi Arabia where Muhammad was born. Some religious leaders question the use of Islam’s holiest city for a brand name. Mecca, the site of the Great Mosque and the yearly hajj, or pilgrimage, holds a very significant meaning to followers of Islam. Mathlouthi hopes the name can have an equally significant meaning for consumers of soft drinks.

Mathlouthi hoped to capitalize on the rising tide of anti-Americanism in the Arab world and beyond. He has fashioned his product on Zamzam Cola, an Iranian Coca-Cola substitute sold in Iran, Saudi Arabia, and Bahrain. Mecca Cola sponsored a large peace rally in London to promote opposition to America’s war in Iraq and the Mecca brand. The company gave out 36,000 bottles of Mecca Cola, and 10,000 shirts with the Mecca logo and the words «Stop the War» and «Not in my Name». The product uses phrases such as «No more drinking stupid» and «Drink with commitment» to sell the brand and makes no apologies for its political position. Mathouthi, who was born in Tunisia and moved to Paris in 1997 to start a radio station, admits that his product is political in nature. He states that it is an attempt to fight «American imperialism and Zionism by providing a substitute for American goods and increasing the blockade of countries boycotting American goods».
A particularly strong appeal of the product for some consumers appears to be the fact that twenty percent of the company’s net profit goes to charities, including ten percent to Palestinian charities. One consumer in Paris, Youssef, age 26, states «The product is very good too. It has a taste somewhat between Coke’s and Pepsi’s». In certain markets it appears that Mecca Cola has begun eating into Coca-Cola’s popularity. A storeowner in a Muslim part of Paris states, «Since I started selling Mecca Cola, consumption of Coca-Cola has fallen 80%. People are attracted to the idea of supporting the Palestinians». Mathlouthi defends the charge that the company may be funding terrorism by claiming that money is not given directly to the Palestinians, but rather, the company provides the Palestinians with food, clothing, and the construction of buildings. Mecca Cola also uses proceeds from its sales to support some European non-government organizations (NGOs).

Mecca Cola, with packaging which looks much like the product it is attempting to replace (Coca-Cola), gained distribution in over 28 countries, including a number of Western European countries. At first the product was only sold in small ethnic shops in Muslim areas, however, the product later found in large grocery stores in the Arab world and in France, Britain, Italy, Spain, Belgium, and Germany. Mecca Cola hoped to have a rapid expansion into the European market and even enter the United States as a competitor to Coca-Cola.

Mecca Cola is not alone in attempting to beat the American Coca-Cola brand. Qibla Cola (Qibla refers to the direction in which Muslims pray) began operating in the United Kingdom in 2003. Matching much of the marketing strategies of Mecca Cola, Qibla saw sales increase and distribution expand, however, the company soon went into receivership. The Qibla brand is now bottled and sold in British Colombia and exported to Pakistan and Malaysia. Zam Zam Cola of Iran has begun to expand into Southeast Asia in countries with large Muslim populations.

Sources: 
1. Mecca Cola to Finance Palestinian Charity Work // Arabic News. – 2002. – October 5. 
2. Mecca Cola Gaining Ground [Electronic resource] // Monday Morning. – 2003. – March 31. – Access mode : www.mmorning.com. 
3. Britt B. Coca-Cola Mimics Coke / Britt B. // AdAge. – 2003. – February 24. 
4. Hood J. US Companies Need to be Locally Minded Overseas / Hood J. // PRWeek. – 2003. – February 24.

5. Murphy V. Mecca Cola Challenges US Rival / Murphy V. // BBC News. – 2003. – January 8.
6. Fashionable New Drink in Malaysia is Iran’s Zam Zam Cola [Electronic resource] // Payvand’s Iran News. – 2003. – June 12. – Access mode :  www.qibla-cola.com accessed on January 29, 2009.

Vocabulary:

	English term
	Ukrainian term
	English term
	Ukrainian term

	1. question 

2. hajj

3. pilgrimage

4. tide 

5. commitment

6. apology
· strong appeal 
	· сумніватися;

· хадж;

· паломництво;

· хвиля;

· зобов’язання;

· вибачення

· наполегливий заклик;
	7. charge 

8. claiming 

9. proceeds 

10. competitor 

11. beat 

12. receivership
	· обвинувачення;

· вимагаючи;

· виторг;

· конкурент;

· перевершувати;

· статус особи, призначеної управляти майном банкрута


Discuss the questions:

1. If you saw Mecca Cola or Qibla Cola on a store shelf would you consider purchasing it? Why yes or why not?

2. What should be the response of Coca-Cola to these brands?

3. Will protest products do long-term harm to American brands?
Тема 6. Проблеми транснаціоналізації української економіки
Під час вивчення кейсу з шостої теми студентам рекомендується зосередити увагу на особливостях зовнішньоекономічній діяльності в умовах глобалізації вітчизняної ТНК ROSHEN. Необхідно проаналізувати масштаби діяльності цієї компанії та визначити її перспективи з урахуванням особливостей геополітичного становища у світі. 

Кейс 6.1. «Особливості розвитку вітчизняної ТНК ROSHEN»
Кондитерська Корпорація ROSHEN посіла 20 сходинку у рейтингу CandyIndustry Top 100 2014 р. з показником чистої виручки у 1,021 млрд. дол. та 10000 кількістю зайнятих.

Компанія «ROSHEN» створена у 1996 р. і входить до складу Групи «Укрпромінвест». Ключовий співвласник Групи – Петро Порошенко. 

Початкова назва «Укрпромінвесткондитер» замінена у 2000 р. на «ROSHEN». Вважають, що назва «ROSHEN» – похідне від імені власника корпорації. Назва була задумана таким чином, щоб нормально звучати й для закордонних клієнтів самих різних країн – однієї із цілей ребрендінгу було саме бажання подальшого виходу на закордонні ринки. Одночасно зі зміною назви й стилю була оновлена й більша частина устаткування фабрик (на той момент їх налічувалося чотири). Сьогодні під власним знаком ROSHEN виробляє до 200 видів кондитерських виробів. Загальний обсяг виробництва продукції досягає 450 тисяч тон на рік.

Головний офіс Корпорації розташований у м. Київ, Україна. До складу Корпорації входять чотири українські фабрики (Київська, дві виробничі площадки у Вінниці, Маріупольська і Кременчуцька); дві виробничі площадки Липецької кондитерської фабрики (Росія) , Клайпедська кондитерська фабрика (Литва), Bonbonetti Choco Kft (Будапешт, Угорщина), а також масломолочний комбінат «Бершадьмолоко», який забезпечує фабрики корпорації молочною сировиною.

Для покращення умов зберігання сировини та готової продукції, для оптимізації поставок продукції та мінімізації затримок продукції на складі – Корпорація ввела в експлуатацію власний логістичний центр.

Виробничі об’єкти Кондитерської Корпорації ROSHEN сертифіковані відповідно до вимог міжнародних стандартів якості та безпеки продуктів харчування. На підприємствах корпорації ROSHEN працює система управління якістю, яка відповідає вимогам ISO 9001:2008, та система управління безпечністю харчових продуктів, яка відповідає вимогам стандарту ISO 22000:2005, що підтверджується наявністю у кожної із фабрик Корпорації сертифікатів відповідності.

Всі кондитерські фабрики корпорації ROSHEN забезпечені обладнанням для моніторингу контролю якості продукції та відповідних досліджень. Розробкою технологій та запуском високоякісних кондитерських виробів займаються спеціалісти, які пройшли атестацію та навчання у спеціалізованих іноземних центрах.

Продукція представлена в Україні, Росії, Казахстані, Білорусі, країнах Кавказу, Середньої Азії, Німеччині, США, Молдові, Ізраїлі, Литві та інших країнах.

У 2007 році реалізація продукції «ROSHEN» склала більше $650 млн. (майже на 25% більше в порівнянні з 2006-м). Загальний обсяг виробництва кондитерської продукції – 350 тис.т (на 13% більше, ніж в 2006-м). Для українського ринку корпорація зробила 150 тис.т продукції (на 11% більше, ніж роком раніше).

У тому ж році «ROSHEN» інвестувала в розвиток виробництва й капітальне будівництво близько 100 млн. євро. Проведено модернізацію устаткування Маріупольських, Київських і Кременчуцької кондитерських фабрик (КФ) на загальну суму $13,3 млн. Закуплено автотехніки на $1,7 млн.

Корпорація ROSHEN стабільно розвивалась з початку її заснування аж до подій літа 2013 р. 11 липня стало відомо про можливі претензії Росспоживнагляду до якості українських цукерок. Геннадій Онищенко зазначив, що особливу тривогу викликає продукція компанії «Roshen».
29 липня Геннадій Онищенко повідомив про введення заборони на імпорт шоколаду та іншої продукції української компанії Roshen. За його словами, це було зроблено через систематичні порушення вимог якості та безпеки. З його слів, в молочному шоколаді була знайдена канцерогенна речовина бензопірен.

30 липня асоціація «Укркондпром» звернулася до уряду України з проханням залагодити питання із забороною на постачання в РФ кондитерських виробів компанії Roshen. Президент асоціації Олександр Балдинюк заявив, що якість і безпека продукції Roshen раніше були підтверджені сертифікаційними установами Росії. В цей же день Мінекономрозвитку України сформував групу переговірників, готових виїхати до Москви. Передбачалось, що вони будуть забезпечені результатами внутрішніх експертиз — як виробничих, так і незалежних.

1 серпня міністр аграрної політики і продовольства Микола Присяжнюк підтвердив: всі експертизи проведені, якість цукерок і кондитерської продукції відповідає стандартам і претензій у української влади до «Roshen» немає. Присяжнюк також повідомив, що переговори про припинення заборони можуть розпочатися вже 5 серпня. Одразу після цієї заяви з Москви надійшло повідомлення, що жодних домовленостей про переговори на 5 серпня не існує.

2 серпня про намір перевірити продукцію «Рошен» на відповідність вимогам законодавства Митного союзу заявили білоруські санітарні служби. Слідом почав перевірку ввезеної кондитерської продукції «Рошен» Санепідемнагляд Киргизстану.

6 серпня Білорусь заявила, що не знайшла бензопирен в українському шоколаді «Рошен». Раніше подібні висновки зробили Казахстан, Таджикістан і Молдова. Цього ж дня було заявлено, що Росспоживнагляд не виявив порушень показників безпеки та якості продукції кондитерської корпорації Roshen, а всі претензії відомства стосуються маркування харчової цінності кондитерських виробів компанії. Відповідно до законодавства Росії зауваження до маркування не можуть призводити до заборони імпорту продукції.

7 серпня було повідомлено, що ряд українських лабораторій не виявив бензапірену в продукції кондитерської корпорації Roshen. Про необґрунтованість випадів Росспоживнагляду на українські солодощі заявили Національна академія медичних наук України, Держсанепідемслужба та Інспекція захисту прав споживачів. Зокрема, Інститут гігієни та медичної екології ім. А.Н. Марзєєва Національної академії медичних наук України дійшов висновку, що шкідливі речовини в шоколаді відсутні. 

29 серпня про відсутність бензопірену в продукції Рошен заявила Вірменія. Планувалося, що корпорація Roshen відновить поставки в Російську Федерацію з 1 грудня 2013 року. Однак у Роспотребнадзора усе ще залишаються претензії до якості продукції компанії, у сфері законодавства про захист прав споживачів. При перевірці було виявлено, що нормативна документація, відповідно до  якої виробляються цукерки, відноситься ще до радянського періоду.

За даними УНІАН «Кременчуцька кондитерська фабрика», яка входить до складу корпорації Roshen у 2013 році, у порівнянні з 2012 роком, зменшила виробництво на 8,7%, або на 5076,3 тонн, – до 45 076,3 тонн. 

Джерела: 
1. Roshen [Электронный ресурс] // BrandReport – Энциклопедия брендов. – 2011. – 13 октября. – Режим доступа : http://www.brandreport.ru/roshen/

2. Global Top 100. The World’s Leading Confectionery Companies [Electronic resource] // Candy Industry. – 2013. – Access mode : http://www.candyindustry.com/Top25candycompanies

3. Про «Рошен» [Електронний ресурс] // Офіційний сайт компанії «Рошен». – Режим доступу : http://www.roshen.ua/ua/about/general/

4. Шоколадна війна (2013) [Електронний ресурс] // Вікіпедія. Вільна енциклопедія. 2014. – 5 травня. – Режим доступу до сторінки : http://uk.wikipedia.org/wiki/%D0%A8%D0%BE%D0%BA%D0%BE%D0%BB%D0%B0%D0%B4%D0%BD%D0%B0_%D0%B2%D1%96%D0%B9%D0%BD%D0%B0_(2013)

Дайте відповіді на питання:

1. Охарактеризуйте розвиток компанії в період світової фінансової кризи. Чи зазнала ROSHEN на собі значного її впливу?

2. Як зміняться позиції корпорації «ROSHEN» у рейтингу CandyIndustry Top 100 2014 року? Чи можливе збереження існуючого місця в рейтингу?

3. Яку роль у налагоджені відносин між Росією та українською корпорацією ROSHEN відіграє Світова організація торгівлі (СОТ)?

4. Які економічні та політичні наслідки має «Шоколодна війна» для української корпорації та її російських конкурентів?
Тема 7. Наддержавне регулювання діяльності ТНК
Під час вивчення кейсу з сьомої теми студентам рекомендується зосередити увагу на тому як компанії Аеробус та Боїнг використовують адміністративний ресурс у вирішенні торговельних конфліктів. 
Case 7.1. «Boeing versus Airbus: a saga of never ending trade disputes»
The EU and the USA are the world’s two largest economies that together account for 57 per cent of the world GDP. The two economies are highly interdependent and share a long history of deep economic and trade ties. In the year 2005, EU exported goods worth €250 billion to the USA, while it imported goods worth €234 billion from the USA. In the case of trade pertaining to services, EU exports to the USA amounted to €108.6 billion in 2004, while EU imports from the U.S.A. amounted to €93.0 billion. But this doesn’t mean that the relations between the two have been always very smooth, cordial and free from disputes. A look at trade relations reveal that they have been, time and again, disturbed by disputes which include the banana war, hormone-injected beef episode, foreign sales corporations, etc. In this list, one dispute which doesn’t seem to end is the trade dispute between the Boeing and Airbus, belonging to the USA and EU respectively, which has involved the two economies since last three decades.

History

William Boeing incorporated the Pacific Aero Products Company in 1916, and changed the name to Boeing Airline, in 1917. In the early phase, i.e., before and during the World War II, major orders of military planes essentially secured the company’s commercial success. The first modern passenger plane, the 707, was also developed for both purposes (civil and military) and it went on its first maiden flight in 1959. Since then, Boeing has come out with different planes to satisfy its customers’ needs. Important among these are the 737 (first delivery in 1967), which till today remains the best-selling jet in the world; the 747 jumbo jet (maiden flight in 1969); the 777 wide bodied jetliner introduced in 1994; and presently it is pinning its hopes on the 787 (Dreamliner) which is likely to be delivered from 2009. Boeing is engaged in a number of businesses such as air traffic management; commercial airplanes; broadband services to airlines; integrated defense systems; and research and development.

Airbus, a consortium of four aircraft manufacturers: one French, one German, one British and one Spanish; was founded, in 1970 with an important objective of bolstering the fragmented European aircraft industry and also to reduce Europe’s dependence on the USA in the civil aviation segment. Its first model, the A300 (delivered in 1974), was the first twin-aisle, twin-engine commercial jet; A320 introduced in 1988 was the first commercial aircraft to use revolutionary fly-by-wire technology; and upcoming A380, likely to be introduced in 2007, will be the first four-aisle, double-decker commercial aircraft, which will take over from the 747, the mantle of world’s biggest passenger aeroplane. It has also plans to build the A350 as a competitor to the 787 (Dreamliner) which is likely to be launched five years later than its rival Boeing product.

At the start of 21st century, the partners from France, Germany and Spain merged to form European Aeronautic Defence and Space Company (EADS), in which Airbus was set up as a division. In the Airbus division, EADS held 80 per cent of equity, whereas remaining was held by the British partner.

Market Position

For a long period, the large commercial aircraft (LCA) industry was a virtual monopoly of the American manufacturers. The dominance of Americans continued throughout the 1980s and it persisted through the mid-1990s, when Boeing and McDonnell Douglas, both from USA, accounted for more than two-third of the world market share. This dominance was challenged by Airbus; a new entrant in comparison to Boeing, which slowly started gnawing in latter’s pie of market share. Airbus’ share of aircraft orders rose from 14 per cent in 1981 to over 25 per cent in 1991, to 46 per cent in 1998, to nearly 50 per cent in 2002, when it bagged 300 orders in comparison to Boeing’s 251. In 2005, Airbus and Boeing together accounted for more than 90 per cent of the world market, capturing individually 1111 and 1002 orders, respectively. In 2005, Boeing’s revenue stood at $ 54.8 billion much higher than EADS revenues of €34 billion, largely due to greater significance of Boeing’s military arm.

Disputes

The increase in competition between Boeing and Airbus also generated and intensified rounds of allegations and counter allegations by the USA and EU on each other. In the early 1990s USA accused the governments of France, Germany, Great Britain and Spain of heavily subsidizing the Airbus operations to which the latter responded by pointing that the government of the USA provides hidden subsidies to its aircraft manufacturers. Finally, the USA and EU signed a bilateral agreement on trade in large civil aircrafts, in 1992, that seemed to end the trade dispute between the two. According to the agreement, direct state aid (launch aid) was permitted to cover a maximum of 33 per cent of the new development costs and this has to be repaid with interest within a maximum period of 17 years, if the model is commercially successful (Airbus was getting assistance in this form). The agreement further specified that indirect payments made by the state cannot exceed 3 per cent of the sales volume of the domestic industry for large civil aircraft and it is not repayable (this form of state aid was being provided by the USA).

In 1997, Boeing merged with its long-time rival McDonnell Douglas, which accounted for nearly 10 per cent of the production of LCAs in 1996. Boeing also signed long term supply contracts with American airlines, Delta and Continental in which Boeing was made the exclusive supplier for the next 20 years. These developments ruffled the feathers of EU which threatened to declare the merger illegal as it will reduce competition in the industry. In a bid to patch up the things, Boeing declared that it will not enforce provisions in the 20-year supplier contracts with the three airlines.

In October 2004, the USA reignited the dormant trade war by terminating the bilateral agreement of 1992 and filing a complaint before the WTO in which it accused the EU of making payments to Airbus that constituted prohibited or actionable subsidies under WTOs Agreement on Subsidies and Countervailing Measures (ASCM) of 1994. The EU quickly retaliated by initiating proceedings on the very same day, in WTO, against subsidies given by the U.S.A. to Boeing as it considered that they also violate the ASCM. Analysts opined that the decision of the USA was the result of declining market share of Boeing and also granting of launch aid by the EU nations for the development of A380 which will be a direct competitor to Boeing’s 747.

The main charges leveled by the USA against EU are launch aid given by the EU for design and development to Airbus distorts competition and mitigates the financing risk; loans provided by the EU to Airbus are below market interest rates or are interest-free; EU follows the practice  of forgiveness of debt resulting  from launch and other large civil aircraft production; European Investment Bank (EIB) provides additional financing on highly preferential terms; and the state support in the development and expansion of infrastructure that benefits the company directly. The USA claims that the benefits of Member-State Financing (MSF) alone amounts to as much as USD 205 billion.

Some of the important issues raised by EU in WTO are department of defense and NASA provide subsidies indirectly in the form of payment for research and development work carried out by Boeing; individual states like Washington and Kansas provide tax exemptions, tax credits and financial support; significant tax breaks have been provided under the foreign sales corporation rule to Boeing; loans have been given by export-import bank of the United States to Boeing’s customers; and launch aid given by Japan for construction of the 787. The EU claims that the total WTO-inconsistent subsidies provided by the USA, over the past two decades and upto 2024, amounts to USD 23.7 billion and this figure would reach USD 300 billion if EU uses the same calculation method as used by the USA in reaching the inflated subsidy numbers in its case against alleged support to Airbus. Further EU said that Airbus has lost $27 billion in revenues, in the past three years, owning to the lavish subsidies given by USA to Boeing.

At the moment solution appears elusive to the trade disputes between the two warring factions, outside WTO, as the parties involved are trying to justify their case and counter the opponent by facts, figures and logic at the WTO.

Vocabulary:

	English term
	Ukrainian term
	English term
	Ukrainian term

	1.  pertaining to

2. cordial

3. maiden flight

4. jumbo jet

5. to pin on

6. broadband services
7. bolstering
8. twin-aisle
9. fly-by-wire
10. mantle
· retaliate
	· відносно;

· теплий;

· перший політ літака;

· авіалайнер-гігант;

· покладати надію на;

· широкий спектр послуг;

· підсилюючи;

· дво-прохідний;

· різновид літака;

· покрив;

· відповідати на агресію
	11. smooth

12. rival
13. virtual monopoly
14. gnawing
15. allegation
16. ruffle the feathers
17. jetliner

18. to patch up
19. flare up
20. dormant trade
21. complaint
22. distort
	· гладкий;

· конкурент;

· фактична монополія;

· ковтати;

· заява, вибачення;

· викликати зрив або образу;

· великий реактивний літак;

· виправляти;
· спалахнути;

· зупинена торгівля;

· скарга;

· викривляти


Sources:

Sanjay M. International Business: Text and Cases / Sanjay Misra, P. K. Yadav. – New Delhi : PHI Learning Pvt. Ltd., 2009 – 304 p.

Discuss the questions:
1. Discuss the different trade barriers highlighted in the study.
2. To what extent you feel the state help has been responsible in the growth of Airbus?
3. Is the decision of U.S.A. in terminating the 1992 agreement is justified or not?
4. What do you think might occur if the trade dispute is not resolved?

розділ 2. Механізм функціонування транснаціональних корпорацій
Тема 8. Транснаціональні альянси

Під час вивчення кейсів з восьмої теми рекомендується зосередити увагу на діяльності транснаціональних альянсів у сфері інформаційних послуг та автомобілебудування. Необхідно дослідити ризики, що пов’язані зі злиттям та поглинанням різних компаній.

Кейс 8.1. «Особливості приєднання Skype до Microsoft»
У 2011 р. корпорація Mіcrosoft купила Skype за $8,5 млрд. - це найбільше поглинання в історії компанії Білла Гейтса. Угода зі Skype забезпечила Mіcrosoft доступ до 600-мільйонної аудиторії інтернет-сервісу. 

VoіP-сервис Skype був заснований у 2003 р. Нікласом Ценнстремом і Янусом Фріісом. У 2005 р. його придбала компанія eBay за $2,6 млрд. На момент продажу в eBay було близько 30% у капіталі компанії. Восени 2009 р. контрольний пакет Skype за $1,9 млрд. у вигляді коштів  і $125 млн. у вигляді цінних паперів був проданий консорціуму на чолі із приватним інвестфондом Sіlver Lake Partners. Крім Sіlver Lake Partners, у групу інвесторів також входили фонди Іnternatіonal AG, CPP Іnvestment Board, Joltіd Lіmіted, Europlay Capіtal Advіsors і Andreessen Horowіtz.

За 2010 рік база користувачів Skype виросла з 474 млн. до 663 млн. чоловік. У середньому щомісяця  платними послугами Skype користувалися близько 8 млн. абонентів. Середній дохід з одного такого абонента дорівнював $97. Тим часом, збиток компанії за підсумками 2010 року склав $7 млн. проти збитку в розмірі $418 млн. роком раніше.

Угода з Mіcrosoft стала б прикладом успішного виходу з бізнесу, коментують галузеві аналітики. За 2,5 роки вартість активу виросла більш ніж в 4 рази.

Хто скільки заробив?

· Якщо взяти $8,5 млрд. як вартість продажу, то eBay одержує $2,55 млрд. за 30% своїх акцій. Так що на виході eBay виявився навіть у плюсі.

· Ніклас Зеннстрем і Янус Фрііс, співзасновники зі своїм 14%-им пакетом, заробили біля $1,19 млрд.

· Sіlver Lake, Andreessen Horowіtz і Canada Pensіon Plan Іnvestment Board (CPPІ) володіють 56% акцій компанії й це коштує $4,76 млрд.

· Andreessen Horowіtz володів 3% акцій і одержав $205 млн. прибутку на свої первісні інвестиції в розмірі $50 млн.

За словами представників Mіcrosoft, після завершення угоди Skype буде інтегрований у пристрої Mіcrosoft, такі як Xbox і Kіnect, телефони на основі Wіndows Phone і т.д. Також планується додати в Skype підтримку сервісів Lync, Outlook, Xbox Lіve й інших онлайн-служб Mіcrosoft. В Mіcrosoft вважають, що сервіс буде заробляти більше при інтеграції в WіndowsLіve. 

І Mіcrosoft, і Skype мали альтернативні варіанти розвитку. Корпорація Білла Гейтса придивлялася до інтернет-концерну Yahоo!, оцінюючи бізнес конкурентів майже в $50 млрд. Сьогодні Yahoo! оцінюється в половину цієї суми. А власники Skype планували провести первинне розміщення акцій сервісу на біржі й вели паралельні переговори про продаж бізнесу з корпорацією Google і топ-менеджментом соціальної мережі Facebook.

Але, за неофіційною інформацією, глава й співвласник Facebook Марк Цукерберг запропонував за сервіс менше Mіcrosoft - від $3 до 4 млрд.

Президент Mіcrosoft Стив Балмер розглядає Інтернет як важливий сегмент для компанії, що дотепер   заробляє в основному на продажах Wіndows і Offіce. Але інвестори усе більш тривожно дивляться на здатність компанії підтримати ріст цього бізнесу, особливо на тлі твердої конкуренції з боку таких гігантів, як Apple Іnc., Google і інших, наступаючих на позиції Mіcrosoft. Так, в І кварталі 2011 р. Mіcrosoft уперше заробила менше Apple за останні 20 років, доходи від продажу Wіndows у перші три місяці року впали на 4%.

Підрозділ корпорації, що займається Offіce, також розробляє продукт Lync, що поєднує в собі можливості електронної пошти, сервісу миттєвих повідомлень і голосового спілкування. Придбання Skype може підсилити цей напрямок. Skype також може допомогти Mіcrosoft зміцнити позиції на ринку мобільних телефонів, де корпорація сильно уступає Apple і Google. Компанія торік   запустила нову операційну систему для мобільних телефонів Wіndows Phone 7, що добре прийняли експерти галузі, але вона не змогла збільшити ринкову частку компанії.

Джерела: 

1. Канаев П. Microsoft дозвонился до Skype. Microsoft покупает Skype [Электронны ресурс] / Петр Канаев // Газета.Ру. – 2011. – 10.05. – Режим доступа : http://www.gazeta.ru/business/2011/05/10/3610565.shtml
2. Леонов А. Microsoft купила Skype за $8,5 млрд. [Электронны ресурс] / Александр Леонов // Ведомости. – 2011. – 10.05. – Режим доступа : http://www.vedomosti.ru/companies/news/1270268/microsoft_pokupaet_skype_za_8_mlrd#ixzz2oCt7OiXk
Дайте відповіді на питання:

1. Які причини злиття «Skype» та «Microsoft»? 

2. Яку користь від цього матимуть: а) акціонери «Skype»; б) клієнти глобального сервісу «Skype»?

3. У який спосіб «Microsoft» намагається покращити власні позиції на ринку інформаційних сервісів? Проаналізуйте позитивні та негативні наслідки від заміни власної програми Microsoft Messenger купленою Skype. Як ви вважаєте, наскільки обґрунтованими є такі заходи?

Кейс 8.2. «Chrysler Group LLC»
Chrysler Group LLC є американським багатонаціональним автовиробником, розміщеним у Детройтському пригороді Оберн-Хіллз, Мічиган. Chrysler був спочатку організований як Chrysler Corporatіon 6 червня 1925 р. 

У листопаді 1998 р. німецька Daіmler-Benz AG об’єдналася з американським автовиробником Chrysler LLC, після чого об’єднана компанія була перейменована в DaіmlerChrysler AG. Однак, за сім років злиття двох автовиробників очікування, що покладали на них, так і не виправдалися. Так, чистий прибуток DaіmlerChrysler у ІІ кварталі 2007 р. знизився на 14% - до 1,85 млрд. євро в порівнянні з 2,15 млрд. євро, отриманими за аналогічний період роком раніше. Виторг за ІІ квартал 2007 р. знизився на 3% і склав 23,84 млрд. євро проти 24,6 млрд. євро роком раніше.

3 серпня 2007 р. DaіmlerChrysler завершив угоду із продажу фонду Cerberus Capіtal Management мажоритарного пакета (80,1% акцій) Chrysler Group за 7,4 млрд. дол. Однією з причин банкрутства DaіmlerChrysler експерти консалтингової компанії Fortunux називають помилки в маркетингу, пов’язані з ліквідацією бренда.

У 2008 році сукупні продажі брендів Chrysler LLC (Chrysler, Dodge і Jeep) знову впали, цього разу на 30 %, що склало 1,4 мільйони машин. Заборгованість концерну склала майже 8 мільярдів доларів. 

30.04.2009 р. Барак Обама заявив, що Chrysler подає на банкрутство по 11-й статті закону (реорганізація без ліквідації). Необхідність настільки кардинального кроку викликана відмовою власників облігацій реструктурувати борг. При участі президентської комісії по автопромисловості відбулися переговори із кредиторами (більше 45 фінансових структур), метою яких було переконати останніх списати майже 7 мільярдів доларів боргу в обмін на 2 мільярди 250 мільйонів доларів «живих» фінансових засобів. Уряду компанія винна більше 4 мільярдів доларів. Але ця пропозиція кредиторів не влаштувало.

Порятунком третього по величині американського автогіганту було злиття з Компанією «Fіat Spa» (Італія). Відповідно до плану, італійська автокомпанія придбала 20% частку в «Chrysler», 55% частка відійшла об’єднаній профспілці робітників автомобільної промисловості, 25% - державі. Перед злиттям «Chrysler» була здійснена процедура банкрутства без зайвих формальностей і без призупинення поточної операційної діяльності. Злиття з «Fіat Spa» дозволило зберегти більше 30 тисяч робочих місць, що в умовах кризи є вже значним досягненням. Однак, при цьому колишні й дійсні працівники підприємства все одно втратили більш ніж 10 мільярдів доларів виплат, які належали їм.

10 червня 2009 Chrysler LLC вийшов з банкрутства, всі її заводи були продані новій компанії, Chrysler Group LLC. Первісна частка «Fіat Spa» з 20% була збільшена до 53.5 % після придбання часток участі в акціонерному капіталі, американського Казначейства (6 % 3 червня 2011) і Канади (1.5 % 21 липня 2011). У прес-релізі італійської компанії повідомляється, що автовиробник Fіat домовився про придбання в пенсійного фонду Профспілки працівників автопромисловості США 41,4616% Chrysler Group LLC. Очікується, що угода буде закрита до 20 січня 2014 р. Вартість покупки складе $3,65 млрд., і в результаті Fіat одержить повний контроль над Chrysler.

У грудні 2013 р. продажі Chrysler Group LLC були збільшені на 6% - це кращий показник починаючи з 2007 р. У цілому за рік цей показник виріс на 9%.
Джерела: 
1. Chrysler Group LLC Reports December 2013 [Electronic resource] // Chrysler Group LLC. – 2014. – January 3. – Access mode : http://www.chryslergroupllc.com/Investor/PressReleases/sales/ChryslerDocuments/ChryslerGroupLLC_Sales_2014Jan3.pdf
2. Причины банкротства General Motors и Chrysler – 
ошибки в стратегическом и операционном маркетинге [Электронный ресурс] / Фортунукс. – 2009. – Режим доступа : http://fortunux.ru/gm.htm
3. DaimlerChrysler прекратил свое существование [Электронный ресурс] // РосБизнесКонсалтинг. – 2007. – 04.10. – Режим доступа :  http://top.rbc.ru/economics/04/10/2007/121524.shtml

Дайте відповіді на питання:

1. Які причини припинення альянсу Daіmler-Benz AG з Chrysler LLC, а також банкротства компанії Chrysler у 2009 р. ви можете назвати.

2. Як маркетингова політика вплинула на скорочення попиту на автомобілі «Chrysler» серед американців?

3. Як Ви можете оцінити перспективи злиття Fіat Spa та Chrysler?

4. Оцініть вплив банкротства «Chrysler Group LLC» та інших автомобільних корпорацій на розвиток міста базування Детройта. Які проблеми виникають у міста у зв’язку з цим? Доведіть, що не лише діяльність ТНК впливає на банкротство міст.
Тема 9. Еволюція організаційних структур ТНК
Під час вивчення кейсів з дев’ятої теми рекомендується зосередити увагу на особливостях побудови організаційної структури в умовах інноваційного середовища з метою стимулювання відповідальності в організаціях. 
Case 9.1. «Organisational structure in an innovative environment»
Introduction 

Founded just 15 years ago, Capco is a leading international provider of consulting, managed services and technology solutions for the financial services industry. With 20 offices around the world Capco employs over 2,000 people. In 2013 Capco ranked 27th in The Sunday Times 100 Best Companies to Work For list and is also featured as one of The Times Top 50 Employers for Women. 

One of Capco’s key differentiators is that it is solely dedicated to the global financial services sector. The financial services sector includes banking, finance and investment. This sector faces many challenges, the main ones being:

· increased customer expectation and demand;

· new entrants to the market;

· a need for innovation;
· significant regulation following the recent global financial crisis.

For Capco, its employees must be creative and think differently to provide tailored solutions in order to meet the needs of their clients facing these challenges. 

«We understand the business drivers of global financial services. Working shoulder to shoulder with our clients, we address and then look beyond immediate issues of compliance and competition. We help foster an entrepreneurial, innovative and growth-focused approach.»
Strong values of respect, integrity, commitment, excellence and knowledge define how the company works with its clients and reflect the behaviours Capco expects from its employees. It has a very large client base working with 75% of the world’s global financial services institutions. Its success is demonstrated by the fact that globally, it has grown 14.7% faster than its fastest growing competitor. Capco’s Associate Talent Programme (ATP) helps to ensure a pipeline of talent to meet this growth. 
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This case study shows how the organisational structure at Capco helped develop an innovative and entrepreneurial culture to facilitate its success.

Organisational structures and culture

Organisations are established to meet a need, for example to provide goods or services. Organisational structures can take many forms. These are influenced by factors such as its purpose, size, the complexity of the tasks it performs, the external environment and its culture. Its products, services or where it is located also determine which structure is best. The structure chosen will govern the way in which the organisation operates and can have positive and negative effects. Traditional bureaucratic organisations such as the NHS have a hierarchical structure. This has many layers and a long chain of command from the top to the bottom layer. In the twentieth century, as organisations grew, hierarchical organisations were popular. This type of tall structure ensured effective command of the organisation because of the narrow span of control. (This is the number of people who report to a manager or supervisor).
In contrast to a hierarchical structure is a flat organisational structure. This structure has fewer layers or sometimes just one layer of management. This means that the chain of command from top to bottom of the organisation is short and the span of control is wide. With fewer layers for information to be cascaded down communication channels are clear and effective. 

Another alternative is a matrix structure. This type of structure is commonly used for project based work within an organisation. The team is made up of individuals with specialist skills, such as marketing, HR, or sometimes specialist technical skills, who work together on a specific project. 

A tall hierarchical structure would not fit with Capco’s innovative and entrepreneurial culture. It has a non-hierarchical, team-driven flat structure. Within Capco’s flat organisational structure operate matrix structures for specific projects that require a variety of skills. Once the project has been completed these employees move on to another project with a different group of employees.

This structure creates a highly motivated and empowered workforce with everyone having access to advice and coaching. Its focus on innovation has created a «bottom up» leadership approach where there is little bureaucracy. Employees are able to freely ask questions and suggest improvements. All have open access, for example, to the UK Chief Executive Officer who sits in the middle of the office.

«We support and encourage an entrepreneurial outlook and independent thinking. Capco is not about organisational charts and layers — we operate with little hierarchy because we want all employees to feel that Capco is their firm to own and run.»
Capco’s entrepreneurial and innovative culture supports its structure. Its culture celebrates individuality, integrity and openness in the work environment. Employees have freedom to realise their aspirations. Built on four key pillars the Capco culture embraces:

· personal growth opportunities;
· performance and reward;
· a challenging portfolio of work;

· experience and learning.

Capco’s structure and culture fosters flexibility, creativity and an element of risk-taking. Teamed with a long-term vision, its employees are able to meet the changing and challenging needs of the financial services industry. 

Working in teams

Team working in organisations is commonplace. Workplace teams can be formal in that people are brought together from different functions or departments to work on a specific project. There are also informal teams in the workplace, for example, a team working together to organise a social event. However, individuals can also be part of a formal or informal team outside of work. A football team is an example of a formal team. It has a team captain with the rest of the team having specific positions or roles with the purpose of scoring or preventing goals. Informal teams could be a group of friends who meet outside of school or college who share a common interest such as cycling. A team is more than a group of people who happen to work together. An effective team is one which:

· shares a common purpose;
· respects and supports each other;

· has high commitment to achieving targets;

· has a clear understanding of the work and the role of each team member;

· is good at generating and sharing ideas;

· has open communication between team members. 

Team working is integral to the way Capco operates. Its teams are composed of a variety of people from different areas of the business. They work together, using their different strengths, skills and experience to deliver a project.

«We are natural partners with our clients, colleagues, and our community, and we are at our best when working as a team.»
For example a large financial services organisation approached Capco with their vision to develop a mobile app, which they wanted to take to market. Rather than immediately accepting the original brief, the Capco team took the idea through its ‘innovation process’ as it knew that taking an idea to market without the appropriate planning and thought often leads to pitfalls longer-term. The Capco team, with the client, explored and challenged the original vision and objectives and generated additional ideas. By taking the client on this journey, Capco ensured that the right idea was progressed from the start. Innovative approaches such as this require excellent communication channels and by working as a team, communicating and exchanging different views they were able to develop additional ideas. 

Communication channels

Open and effective communication is crucial for all organisations and is affected by the span of control. A narrow span of control in tall hierarchical organisations can lead to communication problems because of the large number of layers between the top and the bottom. These tall hierarchical structures can also be rigid and inflexible. This can stifle ideas, innovation and creativity. In contrast, a wider span of control encourages and involves employees. This helps to generate ideas and promote new ways of thinking.  
Capco believes in open lines of communication and its structure and culture has created honest channels of communication. Its local and regional offices host regular forums to disseminate information about developments in the business, as well as giving employees an opportunity to socialise. These forums also provide opportunities for employees to put forward their entrepreneurial ideas to the leadership team. Consultants can often be based remotely on a client site and miss the day to day interactions of a team or connection with the firm. In order to keep in touch with other staff, despite working in different locations and on different projects, an internal social networking site was created called CapInTouch. This entrepreneurial idea:

«Is now an internal community-based tool available to all Capco employees. The global social networking site has revolutionised the way people communicate across the organisation.» 

Capco also uses social media to communicate externally. For example, LinkedIn is used to communicate the benefits of its Associate Talent Programme (ATP) to attract applicants. After joining the ATP, new associates undertake an intensive training course, involving working in a simulated project environment. Effective communication is at the heart of Capco’s training programme. The course offers an introduction to the global financial services landscape, current risks and regulations, and the foundations of consulting and project delivery.

Open and honest communication and a commitment to training and development at Capco creates positive employee relations. In a recent survey, 85% of Capco’s employees stated that they are happy with their personal growth. This supports the company’s commitment to help all its employees continually broaden their skills base and deepen their industry knowledge, at every stage of their career. Each employee is also assigned a career development coach who provides personal ongoing career guidance. 

The skills and experience of its employees and the ability to think differently are an essential component of the added value that Capco offers to clients. Idea generation for its financial services clients is developed through Capco’s ‘rocket method’. This covers all aspects of team working, communication and team decision making.

Team decision making

Making effective decisions as a team is dependent on a number of factors, for example:

· the differing skills and abilities of the team;

· the size of the team;

· the task that has to be completed.

Ideally teams are more effective when they have a mix of skill and ability. For example, a team needs a person who can generate ideas, another person who can analyse the ideas, another to monitor progress, another to co-ordinate and someone who makes sure the work is completed. 

Smaller teams are able to make faster decisions. Large teams usually need a formal structure to co-ordinate roles and responsibilities. Consequently, communication is more complex and decision making slower. If a task is urgent then it is preferable for a small team or even an individual to undertake the task to ensure focus. Teams are, however, the most effective way of dealing with complex or challenging tasks, using the combined skills and creative abilities of the team members.  

As a flat-structured organisation, Capco encourages employees at all levels of the company to share their ideas and contribute to finding innovative solutions to complex and challenging client problems. Capco uses ‘rocket teams’ to generate ideas. The teams are small with 3 to 4 people. This helps to quickly establish trust amongst the team.
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Working creatively together the rocket team ensures that all ideas are considered and no ideas are blocked. «Futurology» is used to think ahead into the future. In particular, it helps teams to understand where the industry is going, how the customer will have adapted to the future and to assess how this impacts on the vision and objectives. The ideas generated are shaped to ensure they meet the criteria of being novel, useful and commercially viable. The chosen idea is then «sketched» to find out how it could work in reality. Once the idea has been communicated to the relevant stakeholders, Capco’s innovators and development teams work together to build prototypes and test the idea with customers. The final stage is taking the idea to market. This ‘innovation process’ gives Capco and its client the confidence that the idea is going to be worth a long term investment. 

Conclusion

The structure of an organisation varies depending on a number of influencing factors. Structure is influenced by the external environment in which the business operates as well as its culture and the nature of the work and activities it undertakes. The structure can have both a positive and negative impact on a business. Having the right structure allows a business to respond and adapt to changes in the market quickly.  

Innovation and creativity are usually found in flatter organisational structures and in organisations with an entrepreneurial and employee focused culture, such as Capco. Capco’s culture means its employees feel empowered and motivated. This in turn encourages them to positively contribute to generating relevant ideas and effective team working in this innovative working environment.
Sources: 
1. About Capco [Electronic resource] / Official site of Capco. – Access mode : http://www.capco.com/about-capco
2. Organisational structure in an innovative environment. A Capco case study [Electronic resource] / Business Case Studies LLP. – Access mode : http://businesscasestudies.co.uk/capco/organisational-structure-in-an-innovative-environment/introduction.html#ixzz38nGpDP1L
Vocabulary:

	English term
	Ukrainian term
	English term
	Ukrainian term

	1. dedicate

2. challenge
3. entrant

4. tailored

5. issue

6. compliance

7. foster

8. commitment

9. facilitate

10. govern
11. span of control
12. empowered

13. coaching

14. organizational charts

· key pillar
	· сконцентрований;
· виклик;
· той, що входить;
· нестандартний;
· результат;
· згоди;
· виховувати;
· зобов’язання;
· сприяти;
· спрямовувати;
· граничний обсяг відповідальності;
· наленний повноваженнями;
· тренування;
· організаційна схема;
· ключова опора;
	15. performance

16. reward

17. commonplace

18. workplace team
19. target

20. mobile app

21. pitfall

22. crucial

23. rigid

24. stifle

25. disseminate

26. remotely

27. ensure 

28. assess

29. sketched
	· виконання;

· нагорода;

· звична справа;

· команди на робочому місці;

· ціль;

· мобільні додатки;

· прорахунок;

· вирішальний;

· непохитний;

· стримувати;

· розповсюджувати;

· віддаленно;

· гарантувати;

· оцінити;

· замальована.


Discuss the questions:
1. Explain the difference between a formal and informal team.

2. Describe two different organisational structures.

3. Analyse two ways in which employee innovation and creativity can be developed. 
4. Evaluate the extent to which Capco’s ‘innovation process’ meets the needs of its clients.
Case 9.2. «Developing responsiveness through organisational structure»
Introduction

UNISON is the UK’s biggest public service trade union. It represents 1.3 million members who deliver essential services to the public. These are services that protect, enrich and change lives. Its members work in all areas of public service. They work in hospitals, town halls, universities, colleges, schools, social services and clinics. Most people in the UK rely on these services.

There are UNISON branches in all sorts of organisations in the UK. As a trade union, UNISON represents and supports its members in issues at work. It looks after their welfare and campaigns for changes on their behalf. UNISON also has a role in local and national negotiations and in collective bargaining. This is where UNISON negotiates with employers and groups of employers for all of its members collectively. One of its key roles is in campaigning on behalf of members. This could be for changes that will benefit members such as better wages or working conditions or against policies that threaten members’ jobs. UNISON therefore campaigns against government spending cuts that will have a negative impact on public services and those employed in this sector. 

UNISON, on behalf of its members, has concentrated its campaign efforts over the past two years on the future of public services and the challenges that they face from government cuts. Public sector cuts planned by the coalition government in 2012 would mean more than 730,000 public service job cuts.

This case study looks at organisational structures and how UNISON’s structure is designed to allow it to make decisions and respond to changes quickly in order to help its members. 

The structure of an organisation
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Organisational structure refers to how the workers within a business are organised and how they relate to each other. A visual representation of the structure can be shown in an organisation chart. This shows who has authority over whom and the different roles that workers carry out.
Certain organisational structures suit particular types of organisations. This will depend on the size of the business, its aims and the way it sees itself (known as its corporate culture or image). It may also be affected by factors outside of its control (external factors) such as the nature and spread of its customers. Structure is often linked to the type of business. For example, it could be organised by:

· product - for instance, a chemical company could be split into paints and plastics;

· function - for instance, departments of finance, marketing, human resources and operations;

· geography - this could be by UK region or even internationally e.g. Europe, Asia, America.

It is important for a business to choose a structure that helps it operate efficiently. The structure should also help to achieve the organisation’s aims and objectives and make best use of people and resources. The main types of business structure are:

· hierarchical (tall) structure. This means that the business is organised in layers, with the higher layers having more authority than those below them. The advantage of a tall structure is that every role is clearly defined. Decisions can be made quickly by those at the top of the organisation but communication may be slower as the message has to pass through all the layers;

· horizontal or flat structures. Here there are fewer layers and more people in each layer. Decision making may need to take account of several groups within a layer. However, communication is usually more effective. Flat structures often work well with skilled and motivated workers;

· matrix structures. Sometimes the business needs to use people with a variety of skills who are drawn from many parts or functional areas of the business such as marketing, operations, finance and human resources. These can be organised into teams to complete projects. 

UNISON has a complex structure that reflects the complex nature of the work that it carries out. Its structure is split by function and by region. UNISON’s 1,100 staff work in either its new centre on Euston Road in London or in one of the 12 UK regions. Within each region there are employees responsible for different areas of the union’s work. These areas include health, learning and development, and local government and education. The members are organised into branches throughout Britain and Northern Ireland. This tall structure helps it to act quickly and respond to changes: 

· the National Executive Council, which is elected by members, can focus on policy and providing leadership;

· the UNISON Centre concentrates on providing a range of services to members and the regions such as legal, financial and personnel services;

· regional employees can deal with issues particular to their geographical area e.g. when a local employer announces redundancies.
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Managing organisational structures

The type of structure that a business has reflects how it behaves. It defines its culture or way of working. A highly centralised, hierarchical structure means an organisation is run from the top. It may have a well-known person at its head who makes most of the decisions. A decentralised structure is likely to create a much more democratic culture, where everyone’s opinion is valued. Decisions will often be made by groups of people or in consultation with different layers. 

The national structure of UNISON is centralised with many decisions affecting the whole union made by the senior members and workers in the new UNISON centre. However, UNISON’s culture is one of equality. It is a culture that gives people freedom to express their views and to be part of decision making. Therefore, some power is given to the regions so that they can make decisions. Quite often the people in the regions will have a better idea of local needs. This decentralisation helps UNISON to be responsive at all levels.

«‘I feel there is a genuine «no blame» culture at UNISON. I am able to contribute my opinions to the highest level and be listened to and complimented on my work.»
Whatever the structure, there are certain key features that are common:

· span of control – the people for whom a manager is directly responsible. A narrow span means tight control; a wide span can provide more opportunity for employees to contribute. This can lead to better motivation. There are narrow spans of control in tall structures and wide spans of control in flatter organisations;
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chain of command – how authority passes down the organisation. It also shows who has power delegated (or passed down) to them;

· accountability – who makes decisions and takes responsibility for outcomes;

· communication channels – the way in which messages are passed up, down and across an organisation. It is also vital that the message is spread outside the organisation. For this, UNISON uses cutting-edge communication techniques. At the UNISON Centre for example, there is a media centre, plus television and radio recording facilities.

Job roles within a trade union

Within most large organisations there are roles at different levels within the hierarchy such as directors, managers, team leaders, supervisors and operatives. UNISON is no different. The qualities and skills needed for these roles are different. For example, those at the top of the hierarchy will have to think more strategically and may need greater leadership skills than those lower down. UNISON’s job roles are specific to the aims of the union.
The local organiser reports to the area level. This post recruits and supports members at a local level. Personal qualities needed include: 

· problem-solving skills;
· communication skills;
· ability to act on own initiative;

· resource management;
· general understanding of issues facing trades unions and employers.

The area organiser reports to the regional level. This post organises work across branches as well as region-wide campaigns and events. Responsibilities include representing members in negotiations and claims and helping the region to deliver its operational plan. Personal qualities required also include skills in research, analysis and developing materials as well as communication and negotiation skills.

«The best part of my job as an area organiser is supporting members and giving them the skills, tools, knowledge and confidence to stand up for themselves and others. I get a real sense of pride when I am supporting branches and members through difficult times.»
The regional organiser reports to the regional manager. This role builds and organises branch memberships. Key responsibilities involve supporting and mentoring activists, running regional projects and managing the team. Regional organisers require strategic thinking skills. They will also need to be able to manage resources and teams of people.
The regional secretary is the senior official in the region. As regional manager, he or she leads the Regional Management Team and sits on UNISON’s Senior Management Group (SMG). The SMG is chaired by the General Secretary. The role here is one of strategic and national development and communication of policies. This person needs leadership qualities to go with the high level of responsibility. He or she needs high level problem-solving, critical thinking and communication skills. The post holder will typically have worked as a senior manager to develop these skills. All roles include the need for some physical skills (such as lifting or ability to travel) but, in accordance with equality policies, these can all be modified for anyone with a disability. Having a disability is no bar to employment with UNISON.

Careers and training at UNISON

At the local level, a recent addition has been the role of ‘fighting fund organisers’. Faced with huge cuts to public services, UNISON is recruiting over 100 such fighting fund organisers. 
These people need to have good analytical and presentation skills. They will undertake an induction training programme which prepares them to go into workplaces and recruit members. These fighting fund organisers may come from a range of different backgrounds and are central in taking the union in new directions. Their jobs will include using new methods such as social networking to keep in touch with members. New roles such as this are helping UNISON to change its structure to focus more at the local level. This makes the organisation more decentralised. 

UNISON is also building clear career paths for organisers. Local fighting fund organisers will recruit members, mentor stewards and help branches to grow. To step up to area level management means more responsibility. Area officials provide representation for members. They also carry out bargaining with employers. These two activities and experience provide a good launching pad for a regional role. At regional level, jobs involve responsibility for large-scale negotiations, leading projects and managing teams of organisers. 

«There are always new challenges, sometimes outside my comfort zone, but training and support is given for this. It makes me feel good about myself when I have tried something different.»
This career path was designed to provide greater flexibility. It helps the union to direct resources to where they are most needed. When an employer suggests changes that will harm members – such as redundancies or a transfer of services into the private sector – a team of organisers can be on hand to work with the branch, supporting members in their workplace.

Conclusion

UNISON, as the UK’s largest public service union, has a responsibility to support its members in the face of current challenges. These include massive cuts to public services. This means supporting not just members, but also their families and all those who rely on public services.

To meet these aims, UNISON has a clear structure. Within this, there are defined roles and responsibilities at each level. As a person rises through the structure, they are expected to take on more responsibilities. They will also have more authority – the right to make decisions. There is also a clear career path from one level to the next so that organisers can rise through the organisation.

UNISON makes a valuable contribution and difference to the lives of working people, often at the most difficult times of their professional lives. I find it rewarding to work for an organisation whose aims I share and for whom I am prepared to go the extra mile. 
UNISON is keen to provide a good working environment, but also to face the challenge of supporting members. Its Investors in People Award shows its commitment to quality.
Vocabulary:

	English term
	Ukrainian term
	English term
	Ukrainian term

	1. rely on

2. bargaining

3. threaten

4. split into
5. paints

6. affecting

7. equality

8. genuine

9. no blame

10. narrow span

11. wide span
12. vital

13. cutting-edge

14. claim

15. lifting
	· сподіватися;
· угода;
· загрожувати;
· поділено на;
· лікарські засоби;
· хвилюючий;
· рівноправність;
· справжній;
· відсутність докору;
· вузький обсяг;
· широкий обсяг;
· суттєво;

· сучасний;

· вимога;

· підняття;
	16. redundancy

17. public service trade union

18. essential service
19. chain of command
20. accountability

21. outcome

22. mentoring activist

23. an induction

24. social networking

25. mentor steward

26. launching pad
27. on behalf of
28. no bar
	· скорочення штату робочої сили;
· державна служба профспілки;
· життєво необхідні послуги;
· порядок співпідпорядкованості в організації;

· відповідальність;

· наслідок, результат;

· активісти, які наставляють;

· ознайомлення;

· налагоджування соціальних зв’язків;

· керуючий, що наставляє;

· стартова позиція;

· від імені кого-небудь;

· не перешкода.


Sources: 
1. About UNISON [Electronic resource] / Official site of UNISON. – Access mode : http://www.unison.org.uk/about/
2. Developing responsiveness through organisational structure. A UNISON case study [Electronic resource] / Business Case Studies LLP. – Access mode :  http://businesscasestudies.co.uk/unison/developing-responsiveness-through-organisational-structure/introduction.html#axzz38nGRdvvx
Discuss the questions:
1. Describe what a trade union does with reference to UNISON. 
2. Explain the difference between what is meant by «authority» and «responsibility» within an organisational structure.
3. Analyse the roles within a typical hierarchical structure, using UNISON as an example. 
4. Evaluate why UNISON’s structure is appropriate to the union, giving reasons to support your answer. 

Тема 10. Формування і реалізація стратегій діяльності ТНК
Під час вивчення кейсів десятої теми студентам слід зосередити увагу на особливостях побудови стратегій діяльності МНК, у тому числі маркетингових стратегій та ринкових стратегій. 
Case 10.1. «Jollibee Foods Corporation»
Jollibee Foods Corporation operates a number of different concept restaurants in the Philippines, and beyond. From its core business, a McDonalds-like concept restaurant, Jollibee has expanded into a pizza chain, fast food Chinese restaurants, bakeries, breakfast bars, and a tea house. The company competes well with multinationals in the Philippines, and has begun a large expansion into the international market, including China and the United States. The flagship brand, Jollibee, with its distinctive company mascot, a large red and yellow bumble bee and additional product concepts, dreams of becoming a global powerhouse in the restaurant industry.

The Republic of the Philippines is a country in Southeast Asia consisting of over 7,000 islands. The Philippines was «discovered» by Ferdinand Magellan in 1521, who claimed the islands for Spain. While Magellan met his death soon after arriving in the Philippines, the country was under Spanish control for a number of years. The Philippines came under the rule of the United States in 1898 when Admiral Dewey defeated the Spanish, and Spain ceded the islands under the Treaty of Paris. While Tagalog, or Filipino, is the official language of the Philippines, English is widely spoken, especially among educated Filipinos. In 1935, the Philippines became a self-governing commonwealth and gained complete independence in 1946. After a number of different administrations, strongman Ferdinand Marcos ruled the country for a number of years and maintained strong ties with the United States. With the increasing discontentment of the Filipino people, a «peoples revolution» occurred, and Marcos was forced to leave the country. Political instability resulted for a time, however, democracy quickly took a firm hold in the Philippines. The democracy could be described as somewhat fragile, suffering from a number of cases of political corruption and attempted coups.

The population of the Philippines is approximately 91 million, with an estimated population growth rate of a little under 2% per year. The Filipino people are a mix of Malay, Indonesian, and Spanish, with a significant Chinese ancestry population. The ethnic Chinese have been very influential in the Filipino economy. Filipino culture is a mix of Asian, Spanish, and American cultural values. Total GDP for 2007 was $144.1 billion, with a growth rate of 7.3%. Per capita GDP is $1,624. The currency of the Philippines is the peso (PHP) and has traded in an approximate range of 53 to 40 PHP per U.S. dollar during the past five years.

What would eventually become Jollibee Foods began as an ice cream parlor named Magnolia, started by Tony Tan in 1975 as a family-based business. Eventually the company began offering hot meals and sandwiches, and from this operation the concept of a fast food hamburger business was developed. From these humble beginnings, Jollibee has expanded over the years, both in terms of revenue, and concentric diversification. In 1978, the company began a bakery, and by 1986 Jollibee opened its first international operation in Taiwan. With the acquisition and development of additional restaurant concepts, Jollibee moved into the pizza business, breakfast cafes, Chinese fast food, and the teahouse business. Much of this diversification has come in recent years. While mostly known for its Jollibee hamburger franchise, the company has diversified into many additional fast food areas and has expanded significantly in terms of outlets and geographical coverage.

The mission of Jollibee Foods is stated as: To serve great tasting food, bringing the joy of eating to everyone. Jollibee has a vision statement which not only expresses its current values, but also addresses its aspirations.

VISION

We are the best QSR... The most endearing brand... that has ever been ... We will lead in product taste at all times... We will provide FSC excellence in every encounter Happiness in every moment... By year 2020, with over 4,000 stores worldwide, Jollibee is truly a GLOBAL BRAND
Jollibee makes itself well-known in the Philippines through extensive advertising, hiring of celebrity endorsers with wholesome images, and through its charitable works.

Jollibee Foods Corporation (JFC) consists of a number of SBUs which cut across different food groups. At the core of JFC is Jollibee, the McDonald’s-like hamburger restaurant. The unit sells a standard fare of lunch and breakfast items, but adds a local touch with products such as the Amazing Aloha Burger (slice of pineapple on top of a burger), the Jolly Hotdog Taco Style, Chickjoy with Rice, and Palabok (noodles with a spicy sauce, boiled egg, shrimp, ground pork). Jollibee competes with McDonald’s on the basis of price, local product offerings, and national identity. JFC also owns Chow King, a Chinese fast food restaurant chain with operations in a number of countries. The firm has a pizza restaurant chain called Greenwich. In addition, JFC owns a bakery chain called Red Ribbon, and a breakfast cafe called Delifrance.

JFC is looking internationally to increase sales and recently acquired Yonghe King, a «contemporary Chinese fast food» restaurant chain in China. Also in China, JFC has established its first teahouse, called Chun Shui Tang, to serve upscale Chinese consumers. JFC operates restaurants in the Philippines, China, Brunei, Vietnam, Saipan, Indonesia, Dubai, and the United States. The units in the US are located in areas with large Filipino-American populations. JFC feels that international expansion is important not only to grow the company, but because: «Being open to different cultures widens one’s spectrum of tastes, style, and ways of seeing food.» JFC feels that international expansion provides for organizational learning, and the leveraging of this learning into new markets. JFC is always searching for new product concepts, including its new pilot store called Tio Pepe Karinderia. This new restaurant concept serves very low-priced typical Filipino dishes and seeks to compete with street vendors by offering a more hygienic and cost-efficient operation.

As Jollibee looks to the future, it seeks greater expansion opportunities. The company plans on opening more stores and in more markets, including the Indian market in 2009. Jollibee has experienced great success in its relatively short history, but it now faces a number of challenges. Rising food and fuel prices are putting pressure on the company to raise prices. Consumer spending in the Philippines is starting to show weakening, especially among lower income consumers, as their disposable income has started to decline. In addition, the flagship brand is coming under attack from McDonalds as it continues to open more new stores in the Philippines. According to Tony Lopez of the Manila Times, McDonald’s beats Jollibee in revenue per store, and has been gaining ground through better customer service, better kid’s meals, and better cost and supply chain management. Undeterred, Jollibee looks ahead with the pioneering spirit that established the first ice cream shop in 1975.
Vocabulary:

	English term
	Ukrainian term
	English term
	Ukrainian term

	1. flagship brand

2. distinctive

3. mascot

4. bumble bee

5. claim

6. cede

7. commonwealth

8. discontentment

9. occur

10. case

11. attempted coup

12. per capita GDP

13. parlor

14. humble

15. acquisition

16. outlet

17. aspiration
	· провідна торговельна марка;
· характерний;
· талісман;
· джміль;
· заявляти про права на що-небудь;
· поступитися;
· держава;
· невдоволення;
· відбуватися;
· випадок;
· невдалий державний переворот;
· ВВП на душу населення;
· зал;
· скромний, простий;
· коштовне придбання;
· ринок збуту;
· прагнення;
	18. QSR (Quick service restaurants)
19. endearing

20. encounter

21. hire

22. endorser

23. wholesome

24. SBU (strategic business unit)
25. fare

26. slice

27. noodles

28. shrimp

29. ground pork

30. acquire

31. upscale

32. undeterred
	· ресторан швидкого харчування;
· той, що вселяє любов;
· випадкова зустріч;
· наймати;
· індосант;
· сприятливі;
· стратегічна бізнес-одиниця;
· їжа;
· шматочок;
· локшина;
· креветка;
· здрібнена свинина;
· купувати;
· високодохідний;
· не сумуючи.
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2. Cuevas-Miel L. Fast-food giant plans new round of price hikes / Cuevas-Miel L. // Tribune Business News. – 2008. – May 15. 
3. Rubio R. Jollibee ventures into karinderia concept / Rubio R. // BusincessWorld. – 2007. – July 25. 
4. Jollibee. About us [Electronic resource] // Official site. – Access mode : http://www.jollibee.com.ph/about-us/ 
Discussion Questions:

1. What advantages does a domestic firm have over a MNC in its local market?

2. Can Jollibee Foods Corporation continue to leverage its brands and products in other geographic markets successfully, including the United States? Explain.
3. What strategic direction would you suggest for Jollibee Foods Corporation?
Case 10.2. «Adidas. Planning effective marketing strategies for a target audience»
Introduction 

Since it was established in Germany in 1949, by Adolf Dassler, adidas has been synonymous with the sporting industry. Today, adidas is a global public company and is one of the largest sports brands in the world. It is a household brand name with its three stripes logo recognised in markets across the world. 

The company’s product portfolio is vast, ranging from state-of-the art sports footwear and clothing to accessories such as bags, watches, eyewear and other sports-related goods and equipment. Employing over 46,000 people worldwide, the adidas Group consists of around 170 subsidiaries including Reebok, TaylorMade-adidas Golf, Rockport and CCM-Hockey. The Group’s headquarters are in Herzogenaurach, Germany. In the second quarter of 2013 the Group’s revenue was €3.383 billion. 

The adidas brand is built on a passion for sports excellence and innovative design to help athletes perform to the best of their ability. It is therefore no surprise that adidas has supported many iconic athletes to achieve great things at the Olympic Games. In the UK, adidas has partnered and supplied Team GB since 1984. The company’s heritage with the Olympic Games dates back to the Games in Amsterdam in 1928 when adidas’ running shoes were debuted. Footwear and clothing by adidas has been seen on athletes at every Olympic Games since. In fact, all British medalwinning athletes at the last 8 Olympic Games wore adidas products. 
There are countless historic sporting achievements that have taken place in adidas products. These include:

· Jesse Owens’ 4 gold medals in Berlin 1936;

· Cassius Marcellus Clay (Muhammad Ali) taking gold in the boxing light-heavyweight division at Rome 1960;

· Dick Fosbury’s revolutionary new back-first high jump technique at Mexico 1968, known as the «Fosbury Flop»;

· Gymnast Nadia Comaneci’s perfect 10 at Montreal 1976.

This case study demonstrates how adidas used innovative marketing strategies in its sponsorship deal with the London 2012 Olympic Games to engage with young consumers in the UK and across the globe.

The marketing mix

For most organisations the marketing function is vital for survival. The Chartered Institute of Marketing defines marketing as:

«Marketing is the management process responsible for identifying, anticipating and satisfying consumer requirements profitably.»
This definition outlines the key purposes of the marketing function. These are: 

· to compete in a competitive market place;

· to identify and anticipate consumer requirements and then satisfy these requirements;

· to make a profit.

As a market-orientated organisation adidas continuously identifies and reviews consumers’ needs to ensure its products meet these needs. It aims to exceed customer expectations by adapting its product portfolio to meet the changing needs of consumers. It is this focus on its customers, teamed with product and marketing innovation, that plays a key role in adidas’ success.
Every organisation must look at its marketing in relation to the marketing mix. The marketing mix, often referred to as the 4Ps, is a means of assessing how to balance the elements of the mix in order to meet customers’ needs. The elements include:

· the right product;
· sold at the right price;

· in the right place;
· using the most suitable form of promotion.

No two businesses are identical, as such, every organisation must decide on its own balance of the 4Ps to suit its consumers’ needs. There are many internal and external factors that will influence an organisation’s marketing mix. Key factors include the size of the business, the markets it operates in and available resources. 

For a global organisation like adidas its marketing mix is tailored to specific markets. This is known as international marketing as it takes cultural and social differences into account when planning marketing activity. Sports marketing is a key focus for adidas’ marketing mix. The growing popularity of sports as entertainment has led to a huge increase in sports marketing. The founder of adidas was one of the first people to see the potential of this form of marketing when he sponsored the FIFA World Cup back in 1978. Sponsorship involves a business paying to be associated with another organisation, event or TV programme. 

Like many new developments, the sports marketing function has changed dramatically since its introduction. Just consider Sony’s first ever Walkman in 1979 to today’s iPod. The same dramatic difference is evident in the sports marketing arena with sponsorship deals now worth tens of millions of pounds. Rather than simply trying to gain positive associations with particular sports, companies use sports marketing to drive the brand and increase sales. 

Marketing strategies

Within the marketing function of any organisation there will be key goals, or objectives, to be achieved. For example, increasing the market share by 3% or entering a new market overseas. To achieve these marketing objectives requires a plan that details the actions needed. These plans are referred to as marketing strategies. A key challenge for adidas’ marketing strategies is finding innovative ways to inspire and engage its 14-19 year old target audience. 

For adidas, London is a key focus for the sportswear market, for both performance sportswear and sports fashion. This market sets more trends than anywhere else in the country. London 2012 gave adidas a platform to target this audience but with a global reach. The sponsorship deal obtained by adidas was the broadest set of sportswear rights in Olympic history. It became the Official Sportswear Partner of the London Games and the exclusive licensee of all branded (adidas + London 2012) and event branded (London 2012 only) clothing. From these rights adidas set four key marketing objectives: 

· to ensure a clear association as Sportswear Partner of London 2012, Team GB and Paralympics GB;

· to engage and excite the 14-19 year old audience in order to drive brand preference in the UK;

· to deliver a Licensed Product Return on Investment (ROI) (branded and event branded licensee rights);

· to become the most talked about sports brand in 2012.

A major aspect of this sponsorship deal was the athletes’ kit. The kit provided the opportunity to be innovative and excite the target audience whilst creating products to meet commercial sales targets. Market research undertaken by adidas showed the youth audience wanted something «untraditionally British». Designer Stella McCartney fulfilled this brief with her deconstructed union flag design.
Preparations to equip the team started 2 1/2 years before the Games were due to start. Over 550 athletes were fitted for over 680 items of kit. This meant the marketing activity for the campaign also started long before the Games in 2012. A photo booth shoot captured every athlete in their kit. These images were used to create excitement around the Team GB kit product launch. 

Promotion

All elements of the marketing mix are important. However, in increasingly competitive markets innovative methods of promotion can create a competitive advantage. Promotional activity is used to communicate with consumers about the brand and its products. As there were more than 50 London 2012 sponsors, adidas needed to ensure it communicated the right messages, at the right time, through the appropriate channels for its target audience. It aimed to create national support for Team GB through its «Take the Stage» campaign. 

The acronym AIDA is useful when planning promotional activity, promotion should aim to: 

· initiate awareness amongst consumers;
· generate interest for and desire to have the product;

· ensure action to purchase.

There are many different methods of promotion. Above-the-line promotion refers to traditional methods of advertising, such as, print adverts in magazines and newspapers, billboards or online and TV advertisements. This form of promotion is expensive. As mass audiences become harder to reach through advertising, for example, an increasing number of people record TV and fastforward the adverts, innovative methods of below-the-line activity is becoming increasingly important to engage the audience.

Above-the-line activity for adidas’ campaign included TV adverts that showcased the best UK talent across sport, street and style. The adverts contained carefully planned product placement. Amongst those featured were David Beckham, Wretch 32 and Derrick Rose. In addition to a significant outdoor media spend, adidas featured artist impressions of athletes on 17 London Metro front pages. 

TV adverts featuring athletes such as Jessica Ennis and Tom Daley were used to rally support for Team GB. In these adverts athletes shared their intimate goals, fears and thoughts, something which was dramatically different to other sponsors of London 2012. 

In contrast, below-the-line promotion aims to reach more targeted groups of consumers. For example, through sponsorship deals, direct marketing, public relations and social media. Below-the-line promotion targeted at the youth audience was a key method for adidas to achieve its marketing objectives. It used a wide range of promotional activities to create deeper engagement with its audience, mixing traditional media with an innovative use of social and digital channels. The scale of the activation of this campaign was an industry first. 

Its TV adverts aimed to drive consumers to a website where they could demonstrate their talents for a chance to meet their idols. Through «Project 32», adidas had already rewarded 32 talented youngsters in London with the chance to meet leaders in their chosen fields, such as the sporting and musical industry, giving undiscovered talent the chance to «Take the Stage». 

Social media played an integral part in adidas’ campaign. For example, on Twitter #takethestage became the summer trend for supporting Team GB. Videos on YouTube created hundreds of millions of views, including a video of Team GB athletes singing along to Queen’s «Don’t stop me now». In addition, a large photo booth was set up at Westfield shopping centre in Stratford. Members of the public then entered the booth to show support for Team GB. Videos of peoples’ reactions to David Beckham making a surprise appearance received 3.2 million views, as well as international TV coverage. 
Measuring a promotional campaign

Promotional activity is very expensive. Organisations want to see a return on investment (ROI) for the money they spend on a promotional campaign. Sponsorship of London 2012 was no exception. Every aspect of its promotional campaign, both online and offline, was continuously monitored and measured. This enabled adidas to demonstrate that becoming the Official Sportswear Partner of the London Games and the exclusive licensee of all branded (adidas + London 2012) and event branded (London 2012 only) apparel was cost effective.
Throughout the campaign adidas monitored all of its media coverage. This data was then used to establish whether the marketing objectives had been achieved. The table below demonstrates the significant return achieved through this campaign and how adidas successfully achieved its marketing objectives.
Table 10.1
Measuring a promotional campaign

	Marketing objective
	Measurement

	Ensure a clear association as Sportswear Partner of London 2012, Team GB and Paralympics GB
	• adidas generated the highest number of articles amongst local sponsors (ranked 3rd behind McDonalds & Coca-Cola)

• 44% of 16-24 year olds were aware of the sponsorship (adidas’ closest competitor achieved 16%)

	Engage and excite the 14-19 year old audience in order to drive brand preference in the UK
	• YouGov (a measure of public opinion) score increased from 4.2 to 16.5 during the Games

• adidas ranked #1 by London 2012 Nielsen audience tracking for categories «inspiring» and «empowering»
• adidas’ «Don’t stop me now» video was the most viewed video on www.bbc.co.uk during the Games

• 8 million views of #takethestage content on YouTube with 2.5 million views from 14-24 year olds

	Deliver a licensed product ROI (branded and event branded licensee rights)
	• 2% market share growth 

• 100 million total licensed product sales in 2012 

• More sales at adidas’ Oxford Street store in London in 1 week than any other adidas store ever

	Become the most talked about sports brand in 2012
	• Increased Twitter followers by 25%

• 32% share of sponsor traffic on Twitter

• 128 million Twitter impressions respectively for #takethestage


Conclusion

An organisation’s marketing mix is its own way to uniquely position the brand and drive sales. For adidas, this includes understanding what its consumers want and producing innovative products that fulfil these needs. Using innovative methods of sports marketing, on a scale never before seen in the industry, enabled adidas to target the youth audience in London whilst also having a global reach through social media and online promotion. 

Sponsorship deals such as adidas’ heritage with the Olympic Games are very expensive. However, as this case study shows, through well planned marketing strategies with clearly defined objectives they can offer a way of creating deeper engagement with consumers. Partnering the brand with London 2012, Team GB and Paralympics GB engaged adidas’ target consumers and created huge amounts of support for Team GB before, during and after the Games.
Vocabulary:

	English term
	Ukrainian term
	English term
	Ukrainian term

	1. state-of the art

2. subsidiary

3. sports excellence

4. iconic

5. heritage

6. anticipating

7. requirement profitability

8. tailor to

9. inspire

10. engage
· kit
	· той, що відповідає сучасному стану;
· другорядний;
· досконалість у спорті;
· культовий;
· спадщина;
· передбачення;
· необхідна прибутковість;
· пристосовуватися;
· вселяти;
· зацікавити;
· комплект;
	11. awareness

12. above – the – line promotion

13. below – the – line promotion

14. intimate

15. engagement

16. youngster

17. undiscovered

18. stage

19. booth
	· поінформованість;
· замовлене просування;
· просування власними силами;
· глибинний;
· залучення;
· юнаки та дівчата;
· невідкритий;
· естрада;
· будка, палатка, кіоск.


Sources:

1. Histiry of the Company [Electronic resource] / Official site of Adidas-group. – Access mode : http://www.adidas-group.com/en/group/history/
2. Adidas. Planning effective marketing strategies for a target audience [Electronic resource] / Business Case Studies LLP. – Access mode : http://businesscasestudies.co.uk/adidas/planning-effective-marketing-strategies-for-a-target-audience/introduction.html#axzz38nWqWzle
Discuss the questions:
1. Describe the elements that make up the marketing mix.
2. Explain the term sponsorship. Name a sponsorship deal that you think was effective. Explain your answer.

3. Analyse the importance of using both above-the-line and below-the-line promotion for an effective marketing campaign. Evaluate the effectiveness of adidas’ use of social media in its «Take the Stage» campaign.
Тема 11. Фінансово-економічні механізми функціонування ТНК
Під час вивчення кейсів одинадцятої теми рекомендується зосередити увагу на вивченні особливостей бюджетування у МНК та процесів фінансування їхньої діяльності.
Case 11.1. «Budgeting and strategy»
What is a budget?

A budget is a financial plan that sets out, using figures, an organisation’s expected future results. For planning purposes, organisations can use many different types of budgets. For example:

· income and expenditure budgets. These show how much an organisation expects to receive and to spend in future periods;
· production budgets. These set out how much an organisation must produce in coming periods of time in order to meet demand;
· profit budgets. These bring together planned sales, costs, and profit figures.

By creating budgets, managers can:

1. set out a clear plan, involving target figures for defined periods of time;
2. communicate their targets clearly;
3. motivate employees to achieve these targets;
4. control performance by monitoring actual outcomes against planned targets;
5. meet the organisation’s objectives.

This case study illustrates how Kraft Foods uses budgets to enable it to meet business objectives related to financial performance with a view to achieving its vision: to become «the undisputed global food leader.»
Kraft has several important objectives related to its vision. These include:

· being the employer of choice;
· being a food industry high performer;
· becoming an indispensable partner to customers;
· being a responsible organisation and a positive force in the communities in which Kraft employees live, work and make its products remain focused and innovative.

Budgets help Kraft to meet these objectives in a planned forward-thinking way.

Budgets are created through consultation with all areas of the business, to achieve a shared understanding about objectives for the future visions of their teams. The Finance team supports and contributes to the work generated by other business functions to build and secure their support for the budget.

To be effective Kraft recognises that a budget must be challenging but also realistic, so that people feel it can be achieved and is worth working towards. One important element is to identify cost savings that can be re-invested to continue to grow Kraft’s powerbrands and to develop its people. Reducing costs by eliminating waste is vital in the modern food industry which is driven by price competition and consolidation in the retail sector.

Kraft´s income and expenses budget

A typical budget:

· relates to a defined time period (usually twelve months);
· is designed and approved well in advance of the period to which it relates;
· shows expected income and expenditure;
· includes all capital expenses likely to be incurred in furthering the organisation’s objectives.

To help control expenditure the Finance team collates the costs of the business in relevant groups called cost centres, so that analysis can be meaningful and also well controlled by those directly responsible for authorising the spend.

Many companies, including Kraft, use cost centres that relate to particular factories or production units. Within Kraft each manager is assigned clear responsibility for governing the costs which are allocated to his/her cost centre.

The budgeting process enables Kraft to make clear plans for individual cost centres, which build the budget for the whole organisation. The whole purpose of this exercise is to quantify the likely future costs of the whole operation, whilst always maintaining focus on the future plans for the company.

Kraft sells its wide portfolio of products to a variety of different customers; ranging from the corner shop, to the cash and carry and large multinational supermarket chains. In doing so, it incurs:

· raw material costs and production costs to manufacture the products to sell;
· marketing expenses associated with any promotional activity including media advertising;
· selling expenses involved in selling its goods into supermarkets and other customers;
· distribution expenses when transporting the products from its European and UK factories to the customer.

[image: image7.png]Customers



The starting point for building a budget is to forecast the likely sales based on historical information in conjunction with Kraft’s and third party understanding of the business environment. This indicates what quantities of products need to be produced and the timing of manufacture.

With these figures in place, budgets can then be allocated for costs relating to sales, marketing and administration, and figures established for the likely costs of storing and transporting the goods (i.e. distribution). These details provide data for relevant departments (e.g. sales, administration etc). Figures can then be inserted for likely capital expenses. The final stage is to construct a budgeted profit and loss account and balance sheet.

Once the budget has been set and agreed by the management teams within Kraft, it becomes the mechanism through which managers monitor progress on a particular business component (for example, a brand, or factory) or on total company performance.

The importance of feedback

The budgeting process is a cycle of ongoing review and monitoring. Every month, Kraft uses variance analysis to identify deviations within the monthly result. A variance is the difference between the budgeted figure and the actual figure.

Variances can be favourable or adverse. For example, if actual sales income was greater than budget, this would be a favourable variance. On the other hand, if actual expenses were greater than budget, this would be an adverse variance.

By monitoring performance monthly, it is possible to alert cost centre managers to variances so that they can take appropriate corrective action or justify the new level of spend. At all stages the Senior Management team of Kraft is fully aware of any material variances that are derived from comparing actual spend vs budgeted figures.

Periodic reviews which are organised by the Budget Accountant, allow there to be a forum within which any feedback can be given on current actual spend vs plan, ensure that it is possible to reforecast the plan or alter current activity.

Single loop feedback involves making correction to current activities in order to «get back on course».

Double loop feedback involves amending the original plans so that they more accurately reflect current business reality.

In a company like Kraft, this ability to amend the budget is an important aspect of management. Kraft’s operating environment is subject to rapid change, for example, in consumer demand patterns, in production technology, in competitor activity. So Kraft has to remain flexible and ready to respond to any challenges that it faces. Any one budget may be altered a number of times during a year, although there would always be a considered reason for doing so.

Constructing an expense budget

Each cost centre budget is seen as part of an overall plan designed to meet company objectives. Constructing cost centres’ individual budgets involves detailed consultation about company objectives, marketing objectives and relevant income and expense projections. These can be brought into line and match changes in the external business environment.

Using this as a basis it is a reasonably straightforward exercise to calculate other expenses, including the number of people (and their remuneration packages, such as pension expenses, national insurance, travel costs) required to run a particular part of the business.

In the modern business world the rate of change is such that it is impossible to have a clear picture of the future. Inevitably it takes time to build the «big picture» from lots of small, shifting scenarios relating to individual cost centre budgets. Budgeting may be difficult, but it is essential for a business to stay in control and «ahead of the game».

Advantages and disadvantages of expense budgeting

Budgeting provides organisations with detailed analysis of future and current proposed spending patterns, enabling much better control (by responding to variances). Performance can be analysed quantitatively (in numbers), making it possible to measure financial success. Measurement of results can serve as a motivational tool for many employees.

Budget analysis also makes it possible to identify unnecessary costs that can be removed so as to focus funds on value adding activities. Kraft uses budgetary control to remain focused on the hard (quantitative) and soft (qualitative) benefits of re-distributing spend.

However, it is important to keep sight of the organisation’s long term goals to avoid the risk that budgeting might lead to short-term focus on financial results. This could foster cost cutting exercises at the expense of strategy. In the worst case, individual managers may pursue exclusively their own narrow goals rather than business wide ones.

If individual managers are not happy with the budget they may co-operate poorly, so it is important to have detailed discussions to achieve collective agreement. This is why Kraft as an organisation retains a consultative approach to constructing budgets.

Alternative types of budgeting

There are a number of budgeting types to choose from. Kraft uses a mix of the following.

i. Zero based budgeting

In a dynamic business it often makes sense to «start afresh» when developing a budget rather than basing ideas too much on past performance. This is appropriate to Kraft because the organisation is continually seeking to innovate. Each budget is therefore constructed without much reference to previous budgets. In this way, change is built into budget thinking.

ii. Strategic budgeting

This involves identifying new, emerging opportunities, and then building plans to take full advantage of them. This is closely related to zero based budgeting and helps Kraft to concentrate on gaining competitive advantage.

iii. Rolling budgets

Given the speed of change and general uncertainty in the external environment, shareholders seek quick results. US companies typically report to shareholders every three months, compared with six months in the UK. Rolling budgets involve evaluating the previous twelve months’ performance on an ongoing basis, and forecasting the next three months’ performance.

iv. Activity based budgeting

This examines individual activities and assesses the strength of their contribution to company success. They can then be ranked and prioritised, and be assigned appropriate budgets.

Conclusion

The world food market is dynamic and highly competitive. To succeed, Kraft recognises the need to build in flexibility that enables it to seize appropriate opportunities into its planning activities.

Kraft’s budgeting process is based on consensus, and shared understandings. By using rigorous but flexible budgeting arrangements the various components of Kraft are best able to contribute in a coordinated way to delivering strategic objectives.

Source:

Budgeting and Strategy. A Kraft Foods UK case study [Electronic resource] / Business Case Studies LLP. – Access mode : http://businesscasestudies.co.uk/kraft-foods-uk/budgeting-and-strategy/conclusion.html#ixzz2sLBsFsTw
Vocabulary:

	English term
	Ukrainian term
	English term
	Ukrainian term

	1. performance

2. to enable

3. indispensable

4. shared

5. eliminating

6. waste

7. in advance

8. collate

9. authorising

10. incur

11. conjunction
	· виконання;

· давати можливість;

· необхідний;

· загальний;

· усунення;

· розтрата;

· заздалегідь;

· критично порівнювати;

· виправдання;

· слідувати;

· поєднання;
	12. allocated

13. loss account

14. deviation

15. adverse

16. to alert

17. alter

18. loop

19. amending

20. straightforward

21. remuneration package
	· локалізований;

· рахунок витрат;

· відхилення;

· несприятливий;

· попередити;

· змінити;

· петля;

· виправлення;

· той, що спрямовує вперед;

· компенсаційний пакет.


Discuss the questions:

1. Describe what is meant by «a budget».
2. What are advantages and disadvantages of different budgeting types?
3. Analyse the process of constructing a budget. Which type of budgeting would be the most suitable to a business of your choice? Why?
Case 11.2. Investing in natural gas: drilling down into the risks
Introduction

Investment decisions involve weighing up the risk and the likely rewards of various options. It is often the riskiest alternatives that yield the highest possible gains while the least risky options may yield smaller rewards.

Business decision makers therefore have to weigh up risk so as to provide the most suitable rewards for stakeholders including shareholders and customers. The starting point is a company’s overall aim which then filters down into a strategy, creating a balanced portfolio made up of numerous investments.

This case study examines the processes involved in weighing up risks in order to create a balanced portfolio at BG Group, one of the leading energy businesses in the UK.

Today BG Group plays a major part in global energy markets. The case study illustrates typical stages involved in deciding whether to bid for the right to develop a new gas field and, importantly, how much to bid.

Before weighing up the risks, ethics are an integral part of BG Group’s considerations - i.e. making morally correct decisions, whether these be concerned with environmental issues, health and safety or any other decision involving the difference between «right and wrong» behaviour. In other words the «best» investment decision will balance economic, social and environmental considerations.

More than just finance

Ethical decisions are integral in making investment decisions. BG Group’s Statement of Business Principles sets out the fundamental values and ethical principles within which the company operates. BG Group will only enter countries where the company can operate in accordance with its Business Principles.

The example below gives an outline of the important statistical and financial procedures involved in making an investment decision. However, it is important to emphasise the weight given to non-financial factors involved in decision making. Gas is the cleanest fossil fuel, but any form of energy production involves some form of environmental cost, e.g. the sight of wind farms located in fields, or harmful release of greenhouse gases when burning fossil fuels.

BG Group will only bid to explore if it can operate within its ethical guidelines. The company always seeks to apply its Business Principles. This can sometimes be difficult since natural gas resources can be located in difficult areas, including sensitive environments, conflict zones and territories with indigenous peoples where land rights are contested or inadequately protected.

BG Group

The gas industry is today in the private and public sector and there are a number of companies competing in the industry. Some of these companies are government owned. Others are owned by private shareholders who appoint directors to represent their interest. The directors appoint professional managers to run the business. Like electricity and telecommunications, gas is a «network industry». In the case of gas, consumers are linked to a central network of gas pipelines.
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BG Group is an integrated business in that it has activities across the whole range of gas operations, from the reservoir to the customer. BG Group’s exploration and production (E&P) business finds and develops gas reserves. Natural gas is delivered to customers either by BG Group’s transmission and distribution (T&D) business using pipelines or by the liquefied natural gas (LNG) business via LNG ships.

BG Group’s power business focuses on the creation of electricity by natural gas-fired power generation plants. The illustration shows the gas chain indicating the various links in an integrated business involved in bringing gas to final consumers.

Demand for gas is projected to grow at an increasing rate over the next decade, outstripping the growth in demand for other major sources of energy. As an energy source, gas is relatively clean and abundant and is increasingly becoming the fuel of choice for consumers, on both environmental and economic grounds.

Field development

The gas business has a number of characteristics that are particularly important in relation to investment decision making:
· it is very capital intensive so that decisions may typically involve a spend of several hundred million pounds;

· there are long lead times between the start of a project and the receipt of earnings from that project, typically over five years from first investment to first revenue.

The taxation and contract structure is unique to the energy industry and is complex. Gas is a finite resource for a nation. Its exploitation is of strategic importance to the host government for some time.

Governments own the rights to minerals found on land (onshore) and under water (offshore) in their countries. Governments divide the ground into exploration «blocks» and invite energy companies to bid for the right to explore for oil and gas in those blocks.

To earn the right to explore a block, the energy company commits to a work programme, which describes the steps it will take in order to find oil/gas. The energy company’s investment and expertise helps governments access the mineral wealth beneath the ground.

BG Group makes important decisions as to whether or not to apply for the right to explore for new gas fields and how much to bid. Shown below are some of the key risks in a typical gas project and the experts responsible for addressing those risks:

· geologists and geophysicists evaluate the risks around volume and the chance of finding those volumes;

· engineers examine facility and well design, costs, production rates;

· HSE managers assess health, safety and environmental risks;

· economists analyse market demand and price, government and partner commercial terms.

Investment appraisal

Discounted cash flow is an important technique for investment appraisal. The discounted cash flow approach is a way of valuing the future returns on investment by assessing the values of these returns in terms of their value today. It places emphasis on the cost of funds tied up in a project by considering the timing of cash flows.

For example, we all instinctively know that £1 in the hand today is worth more than a promise of £1 in the future. This is because:

· inflation may lower the real value of money;

· the money cannot be put to constructive use in the meantime (i.e. earning interest in the bank or applied to another project);

· there is always the risk that unforeseen circumstances will prevent you receiving the amount you have been promised.

Appraising investments using the discounted cashflow method allows the company to undertake a capital allocation process, which involves ranking projects and selecting those that add the most value to the company. It therefore incurs the opportunity cost of those projects that add value but cannot be financed as sufficient funds are not available to undertake them.

Ultimately, the value of any investment is the present value of the future free cash flows - Net Present Value (NPV) - that the investment is expected to generate. Therefore, it is necessary to forecast the economic cashflows and discount them appropriately to allow for the fact that they will not be received until some time in the future. BG Group uses a discount rate that reflects the return its investors (shareholders and banks) expect for investing in a non risk free activity (compared to depositing money in a bank account).
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The NPV calculation always assumes the project is a success. However, there is a chance that no oil or gas is present (geological risk), this must therefore be reflected in the valuation. This is achieved by assigning probabilities to the values of successful and unsuccessful outcomes. The sum of these risked values is the Expected Monetary Value (EMV).
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The EMV calculation can be illustrated by a decision tree. Decision trees are a simple way of choosing from alternative courses of action when faced with uncertainty. The basic procedure for constructing a decision tree is to set out a series of alternative branches of the tree and then to calculate the probability of the event occurring and the likely money value of the return.

In a decision tree, it is possible to distinguish between points of decision and points where chance and probability (uncertainty) may come into play. For example, this process can be used to illustrate possible returns from drilling a well and then exploiting a gas field. The diagram shows how inputs from geologists, engineers and others underpin the economic analysis and ultimately the calculation of value.

These inputs relate to both internal and external data:

· internal (technical data) relating to the costs involved in developing the block, e.g. the costs of building and developing the gas platforms, likely volume and quality of hydrocarbons;

· external (commercial data) about the future demand for, and the price of, gas as well as likely tax changes, and information about local markets and other data.
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Economic modelling

Economists can then develop models projecting the likely costs and revenues of developing new fields. Essential components of these models are:

· revenues (price x volume);
· costs;
· government take (e.g. taxes because the blocks that companies bid for are government property).

Revenues less costs, less government take = the net cashflows which are discounted to give the NPV. BG Group then uses all of this information to calculate the EMV of decisions. 

EMV = (NPV of success x chance of success) - (NPV of failure x chance of failure)

The following example uses estimated returns expected from BG Group committing itself to drilling one exploration well. The net present cost will be £16m. There is a 16% chance that the three year project will be a success, yielding a return at NPV of £114m.

First of all work forward across the diagram from the decision fork where the choice is: «drill exploration well» or «don’t drill exploration well». Next, set out the probabilities of gas being discovered and the NPV of success or failure (these are based on the geologists’ and economists’ calculations). If the well is not drilled there will be a return of £0. If the exploration well is drilled and no gas is found there will be a loss of £16m. There is an 84% chance of this being the case. If the exploration well is drilled and gas is found there will be a gain of £114m. There is a 16% chance of this happening. We can now work out the EMV if the decision is made to go ahead with exploiting the field.

EMV = (£114m x 16%) - (-£16m x 84%) = £4.8m

Therefore, on a risked basis drilling the well is attractive on economic grounds in that it generates a positive EMV. The opportunity would be presented to management to compete for funds in the capital allocation process.

Portfolio considerations

At this phase of the investment decision a number of factors must be considered. The overriding goal of the company is to create shareholder value. In order to achieve the optimal growth for an acceptable level of risk the company invests on a portfolio basis. This means that it will invest in a number of different wells and at times share the costs and working interest with partners in order to improve the risk/reward balance and stay within a budget.

Because the returns of these individual wells are likely to be uncorrelated or weakly correlated (e.g. failure in one exploration well is unlikely to affect the chance of success of another) the risk of the overall portfolio is lower than that of an individual well. This is especially important at the exploration stage due to the high risk of failure.

In addition to this idea of investing in projects which help to reduce the overall risk profile of the company, decision makers must consider the strategic fit to the current business and where the company’s skills and expertise lie. Only after considering all of these factors can a decision be made on whether or not to invest in a particular project.

Conclusion

The gas market is an exciting one to be involved in. The world’s demand for energy is growing rapidly and it is imperative that it is supplied with clean energy reserves by principled companies.

BG Group is a major world player in this market and it constantly needs to make the right sorts of investment decisions which balance the needs of global consumers, its shareholders, the communities in which it operates, governments and other stakeholders.

Vocabulary:

	English term
	Ukrainian term
	English term
	Ukrainian term

	1. yield

2. weighing up

3. to bid

4. ethics

5. sight of wind farms

6. indigenous
7. contest

8. appoint

9. liquefy

10. via

11. outstripping

12. abundant
13. finite
	· давати результати;
· зважити та вирішити;
· запропонувати ціну;
· моральність;
· огляд вітрової електростанції;
· місцевий;
· суперечка;
· призначати;
· зріджений газ;
· за допомогою;
· випереджаючи;
· багатий;
· обмежений;
	14. lead times
15. commit to

16. appraisal

17. emphasis

18. timing

19. incur

20. sufficient

21. distinguish

22. underpin

23. ultimately

24. overriding

25. wells
	· час на освоєння нової продукції;
· доручати;
· оцінка;
· наголос;
· розрахунок часу;
· піддавати;
· достатній;
· розрізняти;
· підкріплювати;
· в решті решт;
· найважливіший;
· благо.


Source: 
Investing in Natural Gas Drilling Down into the Risks. A BG Group case study [Electronic resource] / Business Case Studies LLP. – Access mode : http://businesscasestudies.co.uk/bg-group/investing-in-natural-gas-drilling-down-into-the-risks/conclusion.html#ixzz2sLEKWMUS
Discuss the questions:

1. What Business Principles does BG Group seek to apply?

2. What characteristics of gas business are particularly important in relation to investment decision making?

3. Describe what is meant by «discounted cash flow». What advantages does this method have?

4. Illustrate the calculation of the EMV with the help of a decision tree.

5. Do you think Ukrainian enterprises widely use this methodic?

Тема 12. Особливості управління виробничою діяльністю ТНК
Під час вивчення кейсів дванадцятої теми увагу слід зосередити на формуванні стратегій міжнародного виробництва ТНК з огляду на екологічні наслідки для навколишнього середовища. 
Case 12.1. «Doing Better by the Environment»
Introduction

The environment is a key subject that affects us all. Protection of the environment and the move towards sustainable development remains a responsibility that must be shared between the public, governments and the private sector.

This case study examines the background to sustainable development, the environment and its protection. It also looks at how Nestlé S.A., the world’s leading food company, developed a policy and current business practices that reduce the company’s effect on the environment. 

Following years of work on environmental issues dating back to the 30’s, in 1996 the Nestlé Environmental Management System (NEMS) was introduced which consolidates all environmental measures taken by the Nestlé Group. NEMS is now used to ensure continuous improvement in Nestlé’s environmental performance covering all its business activities.
Sustainable development

The latter part of the twentieth century saw an increasing concern for the environment. The concept of «sustainable development» (as defined by the World Commission on Environment and Development in 1987) is: «development that meets the needs of the present generation without compromising the ability of future generations to meet their own needs.»
There are many views about the nature of sustainability. In its simplest form it is about ensuring a better quality of life for everyone, now and for future generations. To achieve this, sustainable development is concerned with achieving economic growth alongside the protection of the environment and also at the same time making sure that these economic and environmental benefits are available to everyone. These three aspects - economic, environmental and social form the basis of the sustainable development concept.

Rio and after

By the early 1990s there was considerable pressure for governments to create agreements concerning the environment and its protection. 

In 1992 the United Nations Conference on Environmental and Development (UNCED) was held in Rio de Janeiro. The main outcome of the conference was Agenda 21, which marked an important landmark in the sustainable development fight, and inter country co-operation.

Agenda 21 was the main document signed at the conference. It was over 800 pages long, and represented a new global commitment to sustainable development. It was not a legally binding document, but was devised as a working plan which countries would follow.

The conference marked the start of global co-operation, which was needed to deal with the many issues, including concern for the environment.

The sustainable business

The concept and support for, sustainable development is growing. Many businesses have integrated a strategy of sustainability (taking into account its 3 main aspects -economic, environment, social). It makes good business sense for companies to be environmentally friendly as improved efficiency in manufacturing in turn leads to a more efficient use of natural resources. Operating efficiently translates to competitive advantage for business and supports the economic pillar of sustainability as well. Therefore, all aspects of sustainability are seen as complementary, and mutually interdependent.

Agenda 21 states that responsible businesses should play a major role in improving the efficiency of resource use. This can result in minimizing waste and protecting human health and environmental quality.

For a business to be environmentally sustainable, the company must start by becoming environmentally aware from the inside. The whole ethics and culture of the organisation must reflect those of sustainable development. This includes what the company does, how it treats its workers, how it deals with other organisations, how the managers act and what messages these actions send out. Sustainable Development is an integrated approach including economic, environmental and social aspects. Therefore all three are to be put at complementary levels of priority each considering effects of the other components.

Agenda 21 lays out a seven point plan for businesses to start changing values and perceptions. It states that they should: 
· develop policies that support operations and products that have lower environmental impacts;

· ensure responsible and ethical management of products and processes from the point of view of health, safety and the environment;
· make environmentally sound technologies available to affiliates in developing countries without prohibitive charges;
· encourage overseas affiliates to modify procedures in order to reflect local ecological conditions and share information with Governments;
· create partnerships to help people in smaller companies learn business skills;
· establish national councils for sustainable development, both in the formal business community and in the informal sector, which includes small scale businesses;
· increase research and development of environmentally sound technologies and environmental management systems.

Nestlé as a sustainable business

As the world’s largest food company, Nestlé S.A. is dedicated to providing consumers with the best food throughout their lives. The primary role of the Company is the transformation of natural resources into finished products that meet consumers’ expectations for safety, quality, convenience and value.

Naturally, Nestlé is committed to sustainable development and environmentally sound business practices.  The key drivers for Nestlé’s worldwide environmental approach are:

· total compliance with all laws and regulations in all countries where it operates;
· that Nestlé seeks to provide a leadership role - to establish the benchmark for good business practice;
· by committing resources, both human and financial, to secure environmental targets, including: employing new technologies and processes; measuring the costs and benefits to the business of its activities; ensuring employees are aware of best practice.

To be effective a programme of environmental improvement must be supported by practical management systems.

Nestlé’s worldwide approach, therefore, has been to:

· set targets for environmental improvements;
· monitor progress;
· audit results;
· review targets.
Progress to date – An example from Nestlé UK

In the UK a series of surveys at all Nestlé UK locations formed the basis for a programme of  continuous improvement. Action plans were developed for each Nestlé UK site, including capital expenditure plans for environmental protection.

Nestlé’s Environmental Management System (NEMS)

NEMS is an organisational tool at the heart of Nestle’s programme for the environment, and sets the framework for all measures applied.

The NEMS objectives include:

· to provide a systematic approach that ensures compliance with Nestlé’s environmental policy, relevant laws and Nestlé’s operational standards;
· to ensure the continuous improvement of Nestlé’s environmental performance, e.g. through the conservation of natural resources and the minimisation of waste;
· to achieve compatibility with international voluntary standards on environmental management systems;
· to build mutual trust with consumers, governmental authorities and business partners.

NEMS is being implemented throughout Nestlé S.A.’s entire operation.

Ways in which Nestlé is doing better by the environment

Nestlé UK’s commitment to sustainable business practice is illustrated by two business examples of areas where improvements are being made:

Packaging

Packaging is essential to maintain the high quality of the products. Nestlé continuously reviews packaging and, where possible, reduces the amount used. This results in saving on materials such as glass and plastics. Nestlé is also playing its part in meeting national targets for the recovery and recycling of packaging waste.

Nestlé has established a set of criteria for evaluating packaging. These are:

· is the packaging appropriate for the product?

· is the size of pack justified?

· are there any unnecessary components within the pack?

· could any of the components be reduced in weight or thickness?

· could the manufacture and construction of the outer packaging be made simpler?

· is the material re-usable or recyclable?

Between 1991 and 2000 Nestlé UK has been able to reduce its consumption of materials by up to 10%.

Major achievements in this area included:

· removal of the inner plastic sleeve from Kit Kat Bumper packs saving 160 tonnes of plastic per year;
· a reduction in the thickness of 200g Nescafé jars saving 1041 tonnes of glass per year;
· a reduction in thickness of base material for chilled dessert pots saving 150 tonnes of plastic over a two year period.

Energy management

As an integrated part of its environmental policy, Nestlé UK is committed to responsible energy management and seeks to use energy as efficiently as possible. This is done to:

· improve cost-effectiveness, productivity and working conditions;
· prolong the useful life of fossil fuels;
· avoid unnecessary expenditure;
· prevent related emissions to the environment.

This involves seeking to buy fuels at their most economic cost and then to use them as efficiently as possible. It also means a reduction in pollution, and less dependence on non-renewable resources. In the short-term this involves gaining better control over energy consumption. Different operations are measured to determine energy usage. Nestlé is investing in energy saving measures as well as staff that are properly informed.

Carbon dioxide is the most significant of the greenhouse gases believed to be responsible for the effects of Global Warming. The Kyoto Conference on Climate Change (1999) has meant that the UK and many other Governments have entered into a legally binding agreement to reduce greenhouse gases. In addition, the Government has set a unilateral target of 20% reduction of carbon dioxide by 2010 from 1990 levels.

This is a summary of the steps taken by Nestlé UK since 1994 to reduce greenhouse gas emissions: 
· the replacement of a coal-fired steam raising plant with a gas-fired combined heat and power plant at York, saving 45,000 tonnes of CO2 per year;

· similar changes at Dalston - saving 24,000 tonnes;

· Ashbourne - saving 9,000 tonnes;
· Fawdon - saving 12,500 tonnes.

All figures shown relate to savings made per year.

As a company which produces frozen, chilled and other perishable foods, refrigeration is essential to many parts of Nestlé’s production and distribution systems. Nestlé is progressively cutting refrigerants that are potentially harmful to the environment. In the late 1980’s a survey indicated that up to 10% of refrigerants used by the company in the UK were CFCs. The decision was made to phase out CFCs in all but small, hermetically sealed systems and today this programme is complete.

Nestlé Policy and the Environment Protection Act all forbid the deliberate discharge of refrigerants into the atmosphere. Where refrigerant has to be removed from a system and cannot be immediately reused, it is recovered and sent for recycling or disposal by suitably qualified companies.

Conclusion

World governments are increasingly realising their responsibility to develop and implement shared solutions to global environmental issues. At the same time responsible businesses like Nestlé S.A. are taking on a leadershiprole. This should drive forward changes in policy and practice which will help us all to enjoy a sustainable future. 

Vocabulary:

	English term
	Ukrainian term
	English term
	Ukrainian term

	1. landmark

2. legally binding
3. complementary

4. perception

5. prohibitive charges

6. compatibility

· voluntary standard
	· поворотний пункт;
· той, що має офіційні зобов’язання;
· додатковий;
· сприйняття, осмислення;
· надмірні витрати;
· сумісність;
· рекомендаційний стандарт;
	7. sleeve

8. jar

9. chilled dessert pot

10. unilateral target

11. perishable
12. deliberate
	· рукав;
· банка;
· банка для охолодженого десерту;
· однобічна мета;
· той, що швидко псується;
· навмисний.


Sources: 
1. Nestlé. Good Food Good Life [Electronic resource] / Global site of Nestlé. – Access mode : www.nestle.com
2. Doing Better by the Environment [Electronic resource] / Business Case Studies LLP. – Access mode : http://businesscasestudies.co.uk/nestle/doing-better-by-the-environment/introduction.html#axzz38t9yTBBE
Discuss the questions:
1. How can the removal of the inner plastic sleeve from Kit Kat Bumper packs be seen as a move towards sustainability?

2. Why are International Treaties like Rio and Kyoto important in encouraging sustainable business practice?

3. Give one other example of how Nestlé has developed business practice in line with Agenda 21’s seven point plan for business.

4. Why is it important for organisations like Nestlé to show leadership in developing sustainable business practice?

5. What further steps could Nestlé take in contributing to sustainability?
Тема 13. Управління персоналом у ТНК
Під час вивчення кейсів тринадцятої теми студентам рекомендується зосередити увагу на формуванні міжнародної кадрової стратегії і трудових відносин у компанії Теско. 
Case 13.1. «Recruitment and selection at Tesco»
Introduction

Tesco is the biggest private sector employer in the UK. The company has more than 360,000 employees worldwide. In the UK, Tesco stores range from small local Tesco Express sites to large Tesco Extras and superstores. Around 86% of all sales are from the UK.
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Tesco also operates in 12 countries outside the UK, including China, Japan and Turkey. The company has recently opened stores in the United States. This international expansion is part of Tesco’s strategy to diversify and grow the business. 

In its non-UK operations Tesco builds on the strengths it has developed as market leader in the UK supermarket sector. However, it also caters for local needs. In Thailand, for example, customers are used to shopping in «wet markets» where the produce is not packaged. Tesco uses this approach in its Bangkok store rather than offering pre-packaged goods as it would in UK stores.

Tesco needs people across a wide range of both store-based and non-store jobs:

· in stores, it needs checkout staff, stock handlers, supervisors as well as many specialists, such as pharmacists and bakers;
· its distribution depots require people skilled in stock management and logistics;
· head office provides the infrastructure to run Tesco efficiently. Roles here include human resources, legal services, property management, marketing, accounting and information technology. 

Tesco aims to ensure all roles work together to drive its business objectives. It needs to ensure it has the right number of people in the right jobs at the right time. To do this, it has a structured process for recruitment and selection to attract applicants for both managerial and operational roles. 

Workforce planning

Workforce planning is the process of analysing an organisation’s likely future needs for people in terms of numbers, skills and locations. It allows the organisation to plan how those needs can be met through recruitment and training. It is vital for a company like Tesco to plan ahead. Because the company is growing, Tesco needs to recruit on a regular basis for both the food and non-food parts of the business. 

Positions become available because:

· jobs are created as the company opens new stores in the UK and expands internationally;

· vacancies arise as employees leave the company – when they retire or resign – or get promotion to other positions within Tesco;
· new types of jobs can be created as the company changes its processes and technology. 

Tesco uses a workforce planning table to establish the likely demand for new staff. This considers both managerial and non-managerial positions. In 2008/09, for example, Tesco calculates that to support its business growth there will be a demand for around 4,000 new managers.

This planning process runs each year from the last week in February. There are quarterly reviews in May, August and November, so Tesco can adjust staffing levels and recruit where necessary. This allows Tesco sufficient time and flexibility to meet its demands for staff and allows the company to meet its strategic objectives, for example, to open new stores and maintain customer service standards.
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Tesco seeks to fill many vacancies from within the company. It recognises the importance of motivating its staff to progress their careers with the company. Tesco practises what it calls «talent planning». This encourages people to work their way through and up the organisation. Through an annual appraisal scheme, individuals can apply for «bigger» jobs. Employees identify roles in which they would like to develop their careers with Tesco. Their manager sets out the technical skills, competencies and behaviours necessary for these roles, what training this will require and how long it will take the person to be ready to do the job. This helps Tesco to achieve its business objectives and employees to achieve their personal and career objectives. 

An important element in workforce planning is to have clear job descriptions and person specifications. A job description sets out:

· the title of the job;

· to whom the job holder is responsible;

· for whom the job holder is responsible;

· a simple description of roles and responsibilities.

A person specification sets out the skills, characteristics and attributes that a person needs to do a particular job. 

Together, job descriptions and person specifications provide the basis for job advertisements.  They help job applicants and post-holders to know what is expected of them. As they are sent to anyone applying for jobs, they should:

· contain enough information to attract suitable people;
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act as a checking device to make sure that applicants with the right skills are chosen for interview;

· set the targets and standards for job performance.

At Tesco these documents are combined:

Job descriptions and person specifications show how a job-holder fits into the Tesco business. They help Tesco to recruit the right people. They also provide a benchmark for each job in terms of responsibilities and skills. These help managers to assess if staff are carrying out jobs to the appropriate standards.

Skills and behaviours
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Tesco’s purpose is to serve its customers. Its organisational structure has the customer at the top. Tesco needs people with the right skills at each level of this structure.

There are six work levels within the organisation. This gives a clear structure for managing and controlling the organisation. Each level requires particular skills and behaviours:

· work level 1– frontline jobs working directly with customers. Various in-store tasks, such as filling shelves with stock. Requires the ability to work accurately and with enthusiasm and to interact well with others.

1) work level 2– leading a team of employees who deal directly with customers. Requires the ability to manage resources, to set targets, to manage and motivate others;

2) work level 3– running an operating unit. Requires management skills, including planning, target setting and reporting;
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work level 4– supporting operating units and recommending strategic change. Requires good knowledge of the business, the skills to analyse information and to make decisions, and the ability to lead others;
4) work level 5– responsible for the performance of Tesco as a whole. Requires the ability to lead and direct others, and to make major decisions;
5) work level 6– creating the purpose, values and goals for Tesco plc. Responsibility for Tesco’s performance. Requires a good overview of retailing, and the ability to build a vision for the future and lead the whole organisation.

Tesco has a seven-part framework that describes the key skills and behaviours for each job at every level in the company. This helps employees understand whether they have the right knowledge, skills or resources to carry out their roles.

Attracting and recruiting

Recruitment involves attracting the right standard of applicants to apply for vacancies. Tesco advertises jobs in different ways. The process varies depending on the job available.

Tesco first looks at its internal Talent Plan to fill a vacancy. This is a process that lists current employees looking for a move, either at the same level or on promotion. If there are no suitable people in this Talent Plan or developing on the internal management development programme, Options, Tesco advertises the post internally on its intranet for two weeks.

For external recruitment, Tesco advertises vacancies via the Tesco website www.tesco-careers.com or through vacancy boards in stores. Applications are made online for managerial positions. The chosen applicants have an interview followed by attendance at an assessment centre for the final stage of the selection process. People interested in store-based jobs with Tesco can approach stores with their CV or register though Jobcentre Plus. The store prepares a waiting list of people applying in this way and calls them in as jobs become available. 

For harder-to-fill or more specialist jobs, such as bakers and pharmacists, Tesco advertises externally:

· through its website and offline media;

· through television and radio;
· by placing advertisements on Google or in magazines such as The Appointment Journal. 

Tesco will seek the most cost-effective way of attracting the right applicants. It is expensive to advertise on television and radio, and in some magazines, but sometimes this is necessary to ensure the right type of people get to learn about the vacancies. Tesco makes it easy for applicants to find out about available jobs and has a simple application process. By accessing the Tesco website, an applicant can find out about local jobs, management posts and head office positions. The website has an online application form for people to submit directly.

Selection

Selection involves choosing the most suitable people from those that apply for a vacancy, whilst keeping to employment laws and regulations. Screening candidates is a very important part of the selection process. This ensures that those selected for interview have the best fit with the job requirements. 

In the first stages of screening, Tesco selectors will look carefully at each applicant’s curriculum vitae (CV). The CV summarises the candidate’s education and job history to date. A well-written and positive CV helps Tesco to assess whether an applicant matches the person specification for the job. The company also provides a ‘job type match’ tool on its careers web page. People interested in working for Tesco can see where they might fit in before applying.

The process Tesco uses to select external management candidates has several stages. 
A candidate who passes screening attends an assessment centre. The assessment centres take place in store and are run by managers. They help to provide consistency in the selection process. Applicants are given various exercises, including team-working activities or problem solving exercises. These involve examples of problems they might have to deal with at work. 

Candidates approved by the internal assessment centres then have an interview. Line managers for the job on offer take part in the interview to make sure that the candidate fits the job requirements. 
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Conclusion

Workforce planning is vital if a business is to meet its future demands for staff. It allows a business time to train existing staff to take on new responsibilities and to recruit new staff to fill vacancies or to meet skill shortages. 

Tesco is a major international company with many job opportunities, including management, graduate, school leaver and apprentice posts. Tesco needs to have people with the right skills and behaviours to support its growth and development. Tesco has clear organizational structures, detailed job descriptions and person specifications. It provides user-friendly ways of applying for jobs and a consistent approach to recruitment and selection. This means it can manage its changing demand for staff.

Vocabulary:

	English term
	Ukrainian term
	English term
	Ukrainian term

	1. cater for

2. wet market
3. checkout staff

· stock handler
	· брати до уваги;
· ринок свіжих продуктів харчування;
· контролюючий персонал;
· робітники, що займаються асортиментом товарів
	4. resign

5. attendance
6. consistency
	· піти у відставку;

· відвідування, присутність;
· послідовність


Discuss the questions:
1. Define the terms recruitment and selection. How do these processes enable an organisation like Tesco to get the right people to fill its posts?

2. Describe how job descriptions and person specifications are helpful in the selection process? What other purposes might a job description be used for?

3. Analyse Tesco’s methods of attracting and recruiting candidates. Outline what you consider to be the main strengths and weaknesses of one of these methods. 

4. Evaluate the benefits for Tesco of using both interviews and assessment centres in the selection process.

Sources:

1. Recruitment and selection. A Tesco case study [Electronic resource] / Business Case Studies LLP. – Access mode : http://businesscasestudies.co.uk/tesco/recruitment-and-selection/introduction.html#axzz38t9yTBBE
2. Tesco. Every little helps [Electronic resource] / Official site of Tesco. – Access mode : www.tesco.com
Тема 14. Особливості обліку, звітності, аналіз діяльності ТНК
Під час вивчення кейсів чотирнадцятої теми студентам рекомендується зосередити увагу на особливостях побудови облікової системи у МНК.
Case 14.1. «АССА. Interpreting and understanding accounts»
Introduction

How much is the business worth? Are sales growing or declining? What about cash flow? These and many other vital questions are regularly tackled by qualified accountants of the Association of Chartered Certified Accountants (ACCA). Some of the answers are found fairly easily, others are much tougher to uncover and need the skills and expertise of a qualified accountant. 

ACCA is the largest professional body for accountants and its qualified accountants work in over 170 countries. For ACCA qualified accountants no two days are ever the same. Each business is unique and business performance is constantly changing. Accountants use both financial and non-financial data to investigate business performance to aid strategic decision making and help make educated forecasts for the future. In addition to their technical skills, ACCA qualified accountants use their knowledge and professional experience every day, so they have to be complete finance professionals.

Finance is at the heart of every business so there is a constant demand for qualified accountants in all sectors. Accountancy is a highly skilled multi-disciplinary profession. ACCA qualified accountants are well equipped to cope. Established over a hundred years ago, ACCA offers qualifications that are recognized all over the world. Its global network supports over 432,000 students and 154,000 members in accounting, finance and management. Many top employers actively look for applicants with ACCA qualifications.

There are many routes to becoming an ACCA qualified accountant. ACCA’s foundation level suite of awards are ideal for non-graduates with no prior accountancy experience. The ACCA Qualification is what you need to be a fully qualified accountant, and graduates may gain exemptions from some exams if they have studied a relevant degree.

These qualifications support ACCA’s mission to ensure that its qualified accountants work to the highest international professional and ethical standards. ACCA’s code of ethics and conduct are based on the principles of integrity, objectivity, professional compliance and due care, confidentiality and professional behaviour. 

Accounting: the big picture 

Whether it is in a high street retailer or a bespoke product store, when you walk away from the till with something you want, you have made a purchase. You have the product and the company has the revenue from the sale. A gain has been made by both sides. Put another way, value has been added. The whole purpose of business activity in using resources is to add value in this way. But how much value and at what cost in resources? These questions are at the heart at what accountants must find out. As finance continues to act at the core of all organisations, the role of the finance professional in the future will grow and develop to meet these needs. The ACCA Qualification ensures the professionals of tomorrow have the skills and knowledge to lead businesses. 

Transactions are the heart of a business. Each one is recorded through invoices and receipts. These are carefully classified and combined to form the accounting statements that the managers and other stakeholders in a business require. A stakeholder is anyone with an interest in or an influence upon the business and its activities. First, there are the owners and managers. If they are to keep adding value then they need to monitor and track every use and flow of resources. Accounts contain a detailed history of how the business has used its resources. This is part of the firm’s accountability. 

The published accounts tell shareholders how their capital has been managed. They help lenders, investors and suppliers to judge the company’s reliability in keeping to agreements and meeting obligations, showcasing the company’s performance in meeting its obligations. The publication of accounts is a legal requirement. A public company (a plc) must provide a full range of accounting statements including: 

· the Income Statement;
· the Balance Sheet;
· the Cash Flow Statement.
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Private companies have slightly different reporting requirements, but many can publish summary information. A sole trader doesn’t have to publish its accounts but still produces accounts for tax and VAT purposes. 

ACCA qualified accountants are often the evaluators of all this vital information. It is their job to make sure that such information is accurate and honest. They must resist any pressure towards bias and make sure that the accounts are professionally produced and in exact accordance with the law and standards. They also review, evaluate and assist with narrative reporting of accounts. This is becoming increasingly important as a good story helps deepen the readers’ understanding of the organisation. It is a challenging job but one that is highly rewarding as it takes the accountant right inside the inner workings of a business.
The Income Statement

Profitable trading is what most business is all about. So, at regular intervals, a firm needs to know:

The value of sales (all the costs of making those sales and other operating expenses) = the resulting profit on operations
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This is exactly the information that accountants, and the law, demand. The key document is called the Income Statement. Here is the Income Statement for Halfords plc. After a period as a private company, the business was floated on the stock exchange in 2004. Today it is a leading supplier of bicycles, camping equipment and car accessories as well as running a chain of Autocentres for car repairs.
The Income Statement starts by giving the total value of sales revenue (£863m). From there the statement simply involves a series of subtractions – beginning with the cost of sales. This includes all the direct costs in bringing the product to market, for example, materials, stock and labour. What remains is the gross profit (£473m). This is always the larger of the two profit values because the overhead (or indirect) costs have not yet been subtracted. These are often called operating expenses. They include costs such as marketing, rents and insurance. The resulting total is operating profit (£97m). 
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From operating profit is subtracted the net cost of finance. This covers the interest paid on long term debt less any interest received from the firm’s investments. The resulting value is profit before tax (£92m). Now corporation tax is subtracted, leaving the profit for the year (£67m). This can then be divided between dividends to the shareholders and retention (retained profits) in the business to fund expansion or other investments.

The Income Statement, often issued at quarterly intervals, is important to managers in revealing trends for sales and costs – both broken down under much more detailed headings. Halfords consolidated Income Statement shows that since 2011:

· sales have fallen by 0.8%;
· direct costs have risen by 1.3%;

· overheads have risen by 5.3%.

These adverse trends have caused a 24.2% fall in operating profit. The organisation’s shareholders will want to know why profitability had declined. An ACCA qualified accountant would want to investigate all these changes in far more depth to make informed judgments. 
The Income Statement may also be studied by creditors. Creditors are other firms supplying goods or lending money. They want to see if the business looks creditworthy since limited liability means that they might not be repaid if the company collapsed. 

The Balance Sheet

Is £1 million a good profit? The question, of course, is meaningless. For a local family firm, a million pounds would be astounding. However, for a large company like Halfords it would be a disaster. We need to relate profit to the value of resources used in its generation. So, what is the value of the resources contained within a business? And how were they financed? These are the two essential questions answered by the Balance Sheet. They are also the questions that explain the basis of the term «Balance Sheet». The total value of resources must «balance» with the sources of finance used in obtaining those resources. 

All resources on the Balance Sheet are called assets while sources of finance are called liabilities.
This is the Balance Sheet for Halfords plc. It starts with the assets. Non-current assets (£442m) are the long-term investments made by the business in property and equipment. Also included are intangible assets that represent invisible value, for example, reputation or patents. Next it shows the current assets (£205m), which flow through the business as sales are made. The usual items are stock, debtors and cash. 

The current liabilities (£178m) are debts that must be paid in less than a year. These often relate to goods bought on credit. The non-current liabilities (£182m) are mainly long-term loans.

Net assets are simply the excess of assets over liabilities (£647m minus £360m = £287m). This surplus is called total equity (also £287m). It is these two items that make the modern Balance Sheet balance.

[image: image20.png]Reports fo Store manager
Area of business  Stores — all non-food areas
Job purpose « To drive business improvements and

performance in non-food.
+ To coach and develop the non-food feam fo
give customers the best service.
Person Skills « Leadership skills, such as influencing others
specification and decision making

+ Operating skills, such as managing staff and
stock management

« General skills, such as communication,
planning and problem solving



Careful reading of a company’s Balance Sheet can be highly revealing. The difference between current assets and current liabilities is called net current assets or working capital. This indicates the extent to which the business has everyday funding to keep trading and not to run out of cash. By contrast, capital employed is a measure of the long-term resources in use by the business. It consists of the total equity plus non-current liabilities (loans). For Halfords, this is £287m + £182m = £469m. This leads us to the most important single indicator of business success, the Return on Capital Employed (ROCE). This relates operating profits to capital employed as a percentage. For Halfords this gives (£97m/£469m) X 100 = 20.7%. This is a much better rate of return than any offered by a bank.

The Cash Flow Statement

A healthy business generates a continuous flow of cash through its trading operations. Every business needs cash to pay for its on-going expenses and to settle debts as they arise. Running out of cash would mean being unable to make these payments. This could lead to a business entering into liquidation. The Cash Flow Statement tracks how cash has moved into and out of the business over the preceding year. It reveals how much cash was generated from inside the business (e.g. sales) and how much was obtained from external finance (e.g. loans). 
The statement starts with cash flows from operating activities. This refers to all cash movements that have arisen from the trading activity of the business itself, this includes all sales and corresponding costs, plus all payments relating to interest, tax and dividends. 

Following this are investing activities which are mainly concerned with buying and selling non-current assets such as property, equipment or stakes in other firms. Finally financing activities refer to all cash flows to or from banks and shareholders.

The Cash Flow Statement is important to managers but also to shareholders, creditors and employees. Too much cash is wasteful since it should be invested for the best returns. On the other hand, running short of cash can be a threat to the very survival of the business. ACCA qualified accountants analyse a business’ Cash Flow Statement to offer financial advice to help safeguard the future of the business.

Conclusion

Accounting statements are not the neat packages that they can appear to be. They are just a final scorecard in relation to countless transactions across an ever-shifting market. Nor was any one scorecard inevitable. Other strategies for the company could have been chosen – with very different results.

ACCA qualified accountants always do their best to present a picture that is true and fair. They are also aware that business activity carries ethical and environmental significance. What is most profitable is not necessarily right. Many companies themselves now maintain ethical codes and report on their environmental performance. ACCA puts ethics at the core of its qualification and says:

«ACCA doesn’t just want good accountants, but accountants that are good.»
The search for added value is complex and challenging. It has many dimensions but accounting is always among them and ACCA qualified accountants are regularly there in the driving-seat of strategy, collecting and interpreting data and helping managers to make their vision a reality. 

Sources:

1. Interpreting and understanding accounts. An ACCA case study [Electronic resource] / Business Case Studies LLP. – Access mode :  http://businesscasestudies.co.uk/acca/interpreting-and-understanding-accounts/introduction.html#axzz38t9yTBBE
2. ACCA. The Global Body for Professoinal Accountants [Electronic resource] / Official site of ACCA. – Access mode : www.accaglobal.com
Vocabulary:

	English term
	Ukrainian term
	English term
	Ukrainian term

	1. tackle

2. to cope

3. prior

4. exemption

5. bespoke

6. till

7. lender

8. casing

9. resist

10. bias
11. float

12. overhead costs
13. subtract
	· намагатися знайти рішення;
· упоратися;
· попередній;
· вивільнення, звільнення;
· зроблений на замовлення;
· каса;
· кредитор;
· оболонка;
· опиратися, пручатися;
· упередженість;
· розміщати на біржі;
· накладні витрати;
· віднімати;
	14. retention

15. creditworthy

16. collapse

17. stock

18. excess

19. total equity
20. extent

21. settle

22. preceding

23. wasteful

24. safeguard

25. neat

26. scorecard
	· збереження, утримання;
· кредитоспроможний;
· збанкрутувати;
· запас;
· надлишок;
· сукупний розмір власного капіталу;
· обсяг;
· поривати;
· попередній;
· марнотратний;
· запобіжний захід;
· точний;
· оцінювальна відомість.


Discuss the questions:
1. Describe the role of an accountant. 

2. Explain why ethical standards are so important for accountants.
3. Analyse how an Income Statement enables a judgement of a firm’s profitability? How could a Balance Sheet further assist that judgement?
4. Evaluate the extent to which an accountant can help managers and directors to formulate a business strategy. 
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