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The turmoil in global financial and product markets has brought international business
issues to the forefront in the media, boardroom and classroom. [ have rcad Understanding
International Business in its entirety and find all major international business topics are
explaincd in a clear and undcrstandable manner. This realistic and practical book will
appeal to the interests of students, faculty and business readers interested in global

business.

The book not only covers relevant topics in a comprehensive manner but alse presents them
in a logical, well-organized format supported by examples, casc studies and sidcbar
readings. One of the book’s greatest strengths is the clarity of its writing and the proper
use of all words and phrases in English to exactly convcy the author’s thoughts. It is not
only a very rcadable book but also an enlightening one as well. [ highly recommend
Understanding International Business to anyone ¢ngaged in the study of global business
matters.

Charles H. Schroeder

California State University
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« Chapter 1  An Overview of International Business

i

: Eearning Objectiveﬂ ---------------------------------------------------------------------------------------- :

1. To understand the meaning of international business and the reasons why
students should learn the subject of international business

2. To introduce the basic forms of international business activities

1.1 What Is International Business?

International business consists of business transactions between parties from more than
one country. Examples include buying materials in one country and shipping them to another
for processing or assembly; shipping finished products from one country to another for retail
sale; building a plant in a foreign country to capitalize on lower labor costs; or borrowing
moncey from a bank in one country to finance operations in another. The parties involved in
such transactions may include private individuals, individual companies, groups of
companics, and/or governmental agencies,

How does international business differ from domestic business? Domestic business
involves transactions occurring within the boundaries of a single country, while international
business transactions cross national boundaries. International business can differ from
domestic business for a number of ather reasons, including the following:

* The countries involved may use different currencies, forcing at least one party to

convert its currency into another,

* The legal systems of the countries may differ, forcing one or more parties to adjust
their practices to comply with local law. Occasionally, the mandates of the legal
systems may be incompatible,

» The cultures of the countries may differ, forcing each party to adjust its behavior to

meet the expectations of the other.
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¢ The availability of resources differs by country. One country may be rich in natural
resources but poor in skilled labor, while another may enjoy a productive, well-
trained workforce but lack natural rescurces, Thus, the way products are produced
and the types of products that are produced vary among countries.

In most cases the basic skills and knowledge needed to be successful are conceptually
similar whether one is conducting business domestically or internationally., For example, the
need for marketing managers to analyze the wants and desires of target customers is the same
regardless of whether the managers are engaged in international business or domestic
business. However, although the concepts may be the same, there is little doubt that the
complexity of skills and knowledge needed for success is far greater for international business
than for domestic business. International businesspeople must bhe knowledgeable about
cultural, legal, political, and social differences among countries, They must choosc the
countries in which to sell their goods and from which to buy inputs. International businesses
must also coordinate the activities of their foreign subsidiaries, while dealing with the taxing

and regulatory authorities of their home country and all the other countries in which they do

business.

international business R % mandates 74
transaction A% 5 incompatible FEB, ANFFH
convert fE¥¢7IE, ¥ regulatory authority ()R AIREA L

1.2 Why Study International Business?

There are many reasons why taday's students need to learn more about international

business. The main reasons are as below .
1. Organizations with International Operations

Almost any large organization you work for will have international operations or be
affected by the global economy. You need to understand this increasingly important area to
better asscss career opportunities and to interact effectively with other managers. For
example, in your first job assignment, you could be part of a project teamn that includes
members from China, South Korea and the United States. A basic grasp of international

business would help you understand more fully why the team was formed, what the company




