
WHAT ARE THE DIFFERENT RISKS FACED BY MNCS

There are many challenges faced by multinational corporations. flows are used to minimize political risks and other
challenges, and to have a plan in place to.

What Does Country Risk Mean? This hostility may exist due to some genuine national concern. Business
companies in general face different and varied risks as a result of activities which occur within the
organization. It's vital to consider country risk before an MNC enters the market of any country. Clearly, there
are many challenges faced by multinational corporations, but solid management of MNCs can minimize risk.
Hastily trained workers are more likely to make costly mistakes. Since the interest rates constantly rise and fall
companies often fix their interest rates on loans for long periods of time. Finding greater and larger markets
for its products can actually decrease a company's overall risk, and increase its long-term profitability outlook.
Be realistic about the risks involved in international expansion. These developments provide insecure
environment which justifies reluctance on the part of many multinational corporations to take unnecessary
risks. The host countries may require that the earnings be spent within the country and not be transmitted back
to the host country. They echo and suggest solutions for the risks outlined in the previous section: Assess the
political and business landscape: Political risks can be great even in Western nations; the Brexit vote in the
UK proved that even stable, wealthy countries can still deliver huge surprises, says Castello. Foreign markets
typically have less information available and more variability in sales estimates, which is a setup for failure.
China, with more than 1. For example, after Fidel Castro's government took control of Cuba in , hundreds of
millions of dollars worth of American-owned assets and companies were expropriated. Risk management
refers to a company's effort to predict and enact measures to control or prevent, losses within a company. The
right business partner can help guide you through the maze of regulations and cultural expectations, but the
wrong partner can do significant damage. Even the governments of many countries provide capital
requirements in order to lure the organizations to build operational facilities in their countries. Related
Articles:. Some thought it was a very interesting topic, especially in regards to there being nothing holding
companies accountable for their environmental abuses. Greg Castello, chief financial officer for Flash Global,
which designs and implements service supply chain strategies for rapidly expanding companies, writes in CFO
magazine, a publication for corporate financial officers, that there are five ways an international business can
reduce risk. Political disputes between nations can also lead to increased taxes on imports and exports. While
that strategy can be effective for some companies, sometimes the prospect of entering a riskier country is so
lucrative that it is worth taking a calculated risk. Country risk is a term for the risks involved when a firm
decides to expand beyond its domestic market and become an MNC. Top ten Globally, high unemployment
was noted as the most concerning risk in the next ten years. An MNC that expands internationally faces risks
related to the different countries and regions in which it plans to operate, including institutional failures,
crime, political instability and violence, as well as fluctuations in currency exchange rates. Many developing
countries have unexplored natural assets that can be highly utilised. MNCs are truly to be global in nature as
these conduct tasks with no single national emphasis. The Two Types of Political Risk In general, there are
two types of political risk, macro risk , and micro risk. Technology Many businesses gain a competitive edge
over rivals in a particular industry by embracing technological advancements. Availability of capital
resources: With a broad base of operations, a multinational company has a much wider access to financial
resources, especially in joint ventures. Unfortunately, most, if not all, of these American companies had no
recourse for getting any of that money back. Possible changes in political system or political parties: Even
when the host country has a democratic form of government, the party in power may lose the elections and the
alternative party may change the industrial policies that may become unfavourable to the interests of the
multinational company. Doing so, expanding into international markets, is the very definition of becoming an
MNC. In those cases, companies can sometimes negotiate terms of compensation with the host country, so
that there would be a legal basis for recourse if something happens to disrupt the company's operations. The
fact that usually higher paying, more responsible and decision making positions are kept by the personnel of
the parent company hardly provides an environment of high morale and motivation. Then you will have the
informed option to not set up operations in countries that are considered to be political risk hot spots.


