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4> Passage A
(English-Chinese Translation)

International Business Methods ([ )
- Jeff Madura

Words & Expressions

Work on the following words and expressions and write the translated version in the space

provided ;

acquisitions of existing operations

foreign subsidiaries

at risk

annual sales from exporting

in exchange for ,,,

licensing agreements

ensure quality controi

initial investment

comparative advantages

overseaqas sales distribution network

the former Soviet states

There are several methods by which firms conduct international business. The
most common methods are these:

® International trade

® Licensing

® Franchising
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® Joint ventures

® Acquisitions of existing operations

¢ Establishing new foreign subsidiaries
Each method is discussed in turn, with some emphasis on its risk and return
characteristics.

International Trade

International trade is a relatively conservative approach that can be used by firms
to penetrate markets (by exporting) or to obtain supplies at a low cost (by importing).
There is minimal risk to this approach, since the firm does not place any of its capital
at risk.'!’ If the firm experiences a decline in its exporting or importing, it can
normally reduce or discontinue this part of its business at a low cost.

Many large US-based MNCs, including Boeing, DuPont, General Electric, and
IBM, generate more than $4 billion in annual sales from exporting. Yet, more than 20
percent of the value of all US exports is provided by small businesses.

Licensing

Licensing obligates a firm to provide its technology ( copyrights, patents,
trademarks, or trade names) in exchange for fees or some other specified benefits.'>
For example, AT&T and Nynex Corp. have licensing agreements to build and operate
parts of India’s telephone system. Sprint Corp. has a licensing agreement to develop
telecommunications services in the United Kingdom. Eli Lilly & Co. has a licensing
agreement to produce drugs for Hungary and other countries. IGA Inc., which operates
more than 3,000 supermarkets in the United States, has a licensing agreement to
operate supermarkets in China and Singapore. Licensing allows firms to use their
technology in foreign markets without a major investment in foreign countries, and
without the transportation costs that result from exporting.m A major disadvantage of
licensing is that it is difficult for the firm providing the technology to ensure quality
control in the foreign production process.

Franchising

Franchising obligates a firm to provide a specialized sales or service strategy,
support assistance, and possibly an initial investment in the franchise in exchange for
periodic fees.'*! For example, McDonald’s, Pizza Hut, Subway Sandwiches, Blockbuster
Video, Micro Age Computers, and Dairy Queen have franchises that are owned and
managed by local residents in many foreign countries. Like licensing, franchising
allows firms to penetrate foreign markets without a major investment in foreign
countries. The recent relaxation of barriers in foreign countries throughout Eastern

Europe and South America has resulted in numerous franchising arrangements.[s]



Joint Ventures

A joint venture is a venture that is jointly owned and operéted by two or more
firms. Many firms penetrate foreign markets by engaging in a joint venture with firms
that reside in those markets.'®’ Most joint ventures allow two firms to apply their
respective comparative advantages in a given project. For example, General Mills Inc.
joined in a venture with Nestl¢é SA, so that the cereals produced by General Mills could
be sold through the overseas sales distribution network established by Nestlé.

Xerox Corp. and Fuji Co. (of Japan) engaged in a joint venture that allowed Xerox
Corp. to penetrate the Japanese market and allowed Fuji to enter the photocopying
business. Sara Lee Corp. and Southwestern Bell have engaged in joint ventures with
Mexican firms, as such ventures have allowed entry into Mexico’s markets. There are
numerous joint ventures between automobile manufacturers, as each manufacturer can
offer its technological advantages. General Motors has ongoing joint ventures with
automobile manufacturers in several different countries, including Hungary and the
former Soviet states.

Notes |

[1] There is minimal risk to this approach, since the firm does not place any of its
capital at risk.

[#] REGX—iE4 M RSB AR , B A B A B AR 3R N .

[ #47]) at risk B XA G ; § XK, place ... at risk £“ -+ IR 5 418 ee BFAEZ
F” B B place any of its capital at risk HiFE N B RANE” .

(2] Licensing obligates a firm to provide its technology (copyrights, patents,
trademarks, or trade names) in exchange for fees or some other specified
benefits.

[#x] EFTLEERT , A7 LS REABRAL &R Einsim R aENsEAR, L
B — 5 1 2% FH e H AR A9 £ o

[ 4847 ] license ZF4E licence, license YEAZ RN, & “ ¥F AT P AIIE” AU s mVEShia) o, W
RO HOET R ER .

This shop is licensed to sell tobacco.

1X 5% P o AR S AR A

licensing 7E/ &5 3B RIE“ LB XA ER,

obligate B N “{#7E il Y b (8gkA ) fUE SHE A X557, M.

At the maturity date of a note, the maker is obligated to pay the principal plus
interest.

TEER BT, AR LHF AL

in exchange for Z A “{E R (Xf------ RY) AZHR” A0

Revenue generally is considered to be realized when there is a receipt of cash
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(3]
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[ #4r)

(4]

[#x]

[ A7)
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[ ##47)

(6]

[#x]
( A2 47)

or a claim to cash in exchange for goods or services. -

LA R B e BRIR S A 32 e T IO B 4 B %o BE 4 A0 B SR, — A BE A h SE B
TR

Licensing allows firms to use their technology in foreign markets without a
major investment in foreign countries, and without the transportation costs that
result from exporting.

VAT ZREHET , AR RAEEIMA KRR T &, WA SR O R BE ik
ABAT LIFESNE R SR A CBIEAR

VA BEXT IR P AT T R, RIEEFIFIIRL, AR EE, BRERE RS
o DB BERE-ENEBIFZRBRXIEGR AR . FEARMBER
R, F 0K R A P AR BB 4R E without ... , and without ... #2HT, T
FHREMHRERF, FEDUBEEF M EERNERRE IR,

Franchising obligates a firm to provide a specialized sales or service strategy,
support assistance, and possibly an initial investment in the franchise in
exchange for periodic fees.

TERFFL BT, AFHA X5 in S RA LT 88 SR 5 Rek SR B ER
BXNRTE , i 0 SA S A UE B AT —E MR A .

franchise & “ 14 SR AL BB R, franchising 71X B3 “ FRiF &8 X b
ZEBRA . FH)HEK in the franchise $¥ franchise, M\t T 3C 7] LB AR H BAK
R IEE" X BRI T NG S X AR EMMBE R I A REA B,
FAMEBEBRNRE, FEREFTH, franchise #F X EBR“RE RBERE”, 0.
The insurance company here covers this risk with a franchise of 5%, that is, no
liability attaches to the underwriter for claims below 5%.

X B AERES A B LA 5% i R I IR EE B2 X — R, BIARB BXT 5% LA T #9481 & A 1
",

The recent relaxation of barriers in foreign countries throughout Eastern
Europe and South America has resulted in numerous franchising
arrangements.

R, BIMREKAEEERHINT A5 EL, HIL FBRSHFLEEDERNER.
trade barriers J2& & BR il b B B & A0 97 55 i O RO FP AP RS I, 43 X B BE & (tariff
barrier) FI4EXBEBE £ (non-tariff barrier) I A, B 1% # 1 7 & AW = B
KB 5 J5 AL FERR B LA ST 9 — B0 BR il 70 BELLE 7 & o O OB, 20 B RS AMIE
B I FNH 20 TAERES

Many firms penetrate foreign markets by engaging in a joint venture with
firms that reside in those markets.

WA FEIT S YA R G R T REERSET S,

engage in B \NF; 2", .

We are engaged in both import and export business.

TATAFHEH Ok 55,
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48 Passage B
(English-Chinese Translation)

International Business Methods (11 )
Jeff Madura

Words & Expressions

Work on the following words and expressions and write the translated version in the space

provided :

have full control over ...

a large portion of foreign market share

foreign operations

partial international acquisitions

expose ... to less risk

a customer base

extend from ...

direct foreign investment

the optimal method

derive from ...

Acquisitions of Existing Operations

Firms frequently acquire other firms in foreign countries as a means of
penetrating foreign markets."! For example, American Express recently acquired
offices in London, while Procter & Gamble recently purchased a bleach company in
Panama. Acquisitions allow firms to have full control over their foreign businesses and
to quickly obtain a large portion of foreign market share. However, an acquisition of
existing corporations is normally riskier than the other methods previously mentioned
because of the large investment required. In addition, if the foreign operations perform
poorly, it may be difficult to sell the operations at a reasonable price.

Some firms engage in partial international acquisitions in order to obtain a stake
in foreign operations. This requires a smaller investment than full international
acquisitions and therefore exposes the firm to less risk. On the other hand, the firm will

Lo
£
*.
-
=
K
r
‘
%
9,
2



not have complete control over foreign operations that are partially acquired.

Establishing New Foreign Subsidiaries

Firms can also penetrate foreign markets by establishing new operations in foreign
countries to produce and sell their products. Like a foreign acquisition, this method
requires a large investment. The establishment of new subsidiaries may be preferred to
foreign acquisitions because the operations can be tailored exactly to the firm’s
needs.”” In addition, the investment amount may be less than that required to
purchase existing operations. However, the firm will not reap any rewards from the

investment until the subsidiary is built and a customer base established."*’

Summary of Methods
The methods of increasing international business extend from the relatively simple
approach of international trade to the more complex approach of acquiring foreign

firms or establishing new subsidiaries. "

Any method of increasing international
business that requires a direct investment in foreign operations normally is referred to
as a direct foreign investment (DFT). International trade and licensing usually are not
considered to be DFI because they do not involve direct investment in foreign
operations. Franchising and joint ventures tend to require some investment in foreign
operations, but to a limited degree. Foreign acquisitions and the establishment of new
foreign subsidiaries require substantial investment in foreign operations and represent
the largest portion of DFIL."

The optimal method for increasing international business may depend on the
characteristics of the MNC. Some MNCs, such as Exxon and the Coca-Cola Company,
derive most of their revenue from outside the United States. Yet, the Coca-Cola
Company engages in various licensing agreements to derive some of its foreign
revenue, so it does not require as much direct foreign investment to generate its

. i
forelgn revenue. -

Nokes_|

(1] Firms frequently acquire other firms in foreign countries as a means of
penetrating foreign markets.

[#XL] AF&EF DB EA  E B EINET SN FE

[ #47] acquire 7€/ 55 JEiE R I ; 0l s I & R, 10
Some individuals prefer to acquire shares of firms that pay few dividends but
have high growth potential accompanied by rapidly rising stock prices.
ALEANERGSEIRR B 2 EBRAR T, (HEKRIE K B AHERE AR K
R
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(2] The establishment of new subsidiaries may be preferred to foreign acquisitions
because the operations can be tailored exactly to the firm’s needs.

(@] HoxToMM, 22 38T I F 2 Rl 2 3R, B2 w1 AT DA A% 3% B B RGROR =

2. ,f
[##] subsidiary B“F2AF, HEBAR" W& tailor to .. MER“HES - HF
E" 9?[]:

The accounting profession has managed to tailor its reports to satisfy these
users, resulting in a variety of presentations and disclosures.

S EFHCHRESEE TXEAPFNTEE, SRHA T &SRR ENE
R A S

(3] However, the firm will not reap any rewards from the investment until the
subsidiary is built and a customer base established.

[#Fx] HE, EZTAAELHER—EMNF BT, 2 A A2 BB B RGE
EIE; 3

[#47]) customer base B /AR MAAETFHIE P 2
XA TR R F AT T ER R R B0 R ARIER AT, LR SCE M
FEDLERIET B,

(4] The methods of increasing international business extend from the relatively
simple approach of international trade to the more complex approach of
acquiring foreign firms or establishing new subsidiaries.

[#] W\FFREFRS PIBE SN E 2 RIS SLH T2 1], 40 & B B i 55 #0342 i A XS
BB W E M E 2o

[ ##47) HIE|TE HEH, MIGEEEE . BENA. BRRMEIREW, SR, B8
MR FM IR AS) BREGTFEE, BRIUER A W RS R A — A R A
PIFRIRER , BT LAS % R SCUE B ERE, B 0 & 1 Br i 5 5038 42 A v 1] B2 )
BWEL AT RERRS X — M e EA BRI T A
A" X —EFRE B B B Vg, 5 e E AR SRS
—3 R TR, AR L WIS EE,

(5] Foreign acquisitions and the establishment of new foreign subsidiaries require
substantial investment in foreign operations and represent the largest portion
of DFI.

[#x) Wl EARMEILFTHENTFARATEMIMIAKRER S, Bl &5 TXAE
BRI FENH.

[ #847] represent the largest portion of DFI ZE3X BiFME" G T X/ H BB T M EE 4
w7, WA N BN EER RN EEHRRD .

[6] Yet, the Coca-Cola Company engages in various licensing agreements to derive
some of its foreign revenue, so it does not require as much direct foreign

investment to generate its foreign revenue.
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