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T MeNh=Y Theories of Infernational Business

@ — A}
B e w55
o
% Passage 1
4 Why Companies Engage in International Business
i i -
%gg AN AR EARERES
Reading
Read the following passage carefully , try to understand it with the help of the words
given below . :

When operating internationally, a company should consider its
mission (what it will seek to do and become over the long term),
its objectives (specific performance targets to fulfill its mission),
and strategy (the means to fulfill its objectives). There are four
major operating objectives that may influence companies to engage
in international business.

* To expand sales

* To acquire resources

* To diversify sources of sales and supplies

* To minimize competitive risk

Expand sales . Companies’ sales are dependent on two factors:
the consumers’ interest in their products or services and the
consumers’ willingness and ability to buy them. The number of peo-
P ple and the amount of their purchasing power are higher for the

world as a whole than for a single country, so companies may in-
crease their sales by reaching international markets.

Acquire resources. Manufacturers and distributors seek out
products, services, and components produced in foreign countries.
They also look for foreign capital, technologies, and information
they can use at home. Sometimes they do this to reduce their costs.
For example, Hasbro relies on cheap manufacturing bases in China
to make Star Wars figures. Sometimes a company operates abroad to
acquire something not readily available in its home country, such as
the Tunisian desert scenery Lucasfilm used in Star Wars movies.

Acquiring resources may enable a company to improve its product
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quality and differentiate ftself from competitors — in both cases,
potentially increasing market share and profits. Although a company
may initially use domestic resources to expand abroad, once the for-
eign operations are in place, the foreign eamings may then serve as
resources for domestic operations. For example, McDonald’s used
the strong financial performance of its foreign operations to pour
more resources into domestic expansion.

Diversify sources of sales and supplies . To minimize swings in
sales and profits, companies may seek out foreign markets to take

advantage of business cycle — recessions and expansions — differ-

ences among countries. Sales decrease in a country that is in a
recession and increase in one that is expanding economically. By
obtaining supplies of the same product or component from different
countries, companies may be able to avoid the full impact of price
swings or shortages in any one country.

Minimize competitive risk . Many companies enter into interna-
tional business for defensive reasons. They want to counter advan-
tages competitors might gain in foreign markets that, in tum could
hurt them domestically. For example, Company A and Company B
compete in the same domestic market. Company A may fear that
Company B will generate large profits from a foreign market if left
alone to serve that market. Company B may then use those profits
in various ways (such as additional advertising or development of
improved products) to improve its competitive position in the dom-
estic market. Companies harboring such a fear may enter foreign

markets primarily to prevent a competitor from gaining advantages.
Words:

. mission [ 'mifan]n. ey, 1%, FiE

. objective [ab'dzektivin. B#x, BH

. strategy [ 'streetidsiln. /UBE, ERE SRS BUOK

. acquire [o'kwaia(r) Jv. (B THEH B HRITH™)HKE, 85

. diversify [dai'vasifailv. () #TEMEE ,HTEHERRK
. interest [ 'introst]n. F3E, WA, AR

manufacturer [ imeenju'feektfora(r) In. HlE#

distributor [ di'stribjute]n. Z#A, HEH

. available [a'veilobl]adj. (3591) W FHAY, AT LISK B, 7T LAZRARHY
10. differentiate [ difo'renfieit]v. X 3,4351, BE5

W 0 1 &N bW N
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11. minimize ['minimaiz]v. EEBE R, SRS &K EE
12. swing [swin]n. 230, (W 70 FIRZH) K%

13. recession [ri'sefon]n. (% W) ER,FAEX

14. expansion [ik'spenfan]|n. (&5 LK) K

15. harbor [ 'habe(r) Jo. O,

Expressions:

1. expand sales: #E4H

2. acquire resources: & # IR

3. diversity sources of sales and supplies: /B4 RALN RIE
4. minimize compelitive risk: FEETE S R

5. ability to buy sth./purchasing power: W3L8E S

6. seek out: FHIH LI

7. star wars: EIRKK

8. in tumn: HFIM, LR

Notes:

1. The number of people and the amount of their purchasing power are higher for the

world as a whole than for a single country, so companies may increase their sales by
reaching international markets. B4t 1 H—NEEEA DO E R HEX S
EREFEAER, U — LA FTELEEEHFT AT RHE

. Acquiring resources may enable a company to improve its product quality and

differentiate itself from competitors — in both cases, potentially increasing market
share and profits. FEEETUGEA A BUER G RENAN TERE —
FTE T BRE b, W AE I N T S G BRI

. To minimize swings in sales and profits, companies may seek out foreign markets to

take advantage of business cycle — recessions and expansions — differences among
countries. 1 T REH /85 E R P E), — 264 Al & R B HR A AR
AL AR (SR AR ERRER T RER

. By obtaining supplies of the same product or component from different countries,

companies may be able to avoid the full impact of price swings or shortages in any one
country. &t AT 7] E F 3K A8 FIFR 72 & B 1 RO BERL G O ok, — 0 Al RE Bl
S 9149 I 3 AT [ 2R 0 ) B S R ) S TET R

. They want to counter advantages competitors might gain in foreign markets that, in

turn could hurt them domestically. ffi748 #& il %5 4 X FA 17T RETE H 4 BB H %
R TEE R LA AT A B R

. Companies harboring such a fear may enter foreign markets primarily to prevent a

competitor from gaining advantages. HEXFHEOHAFAEASETG AT EER
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Listen to the above passage, and then fill the blanks with proper words you heard

from the passage .

1. Companies’ sales are dependent on two factors: the interest in their
products or services and the consumers’ ~ and ability to buy them. The
number of people and the amount of their . power are higher for the world
as a than for a single country, so companies may increase their sales by

international markets.
2. Manufacturers and seek out products, services, and produced

in foreign countries. They also look for foreign capital, technologies, and information

#
e
b
%
#®
jE3
BR
[
%
4
®

they can use at

3. Sometimes they do this to reduce their costs. For example, Hasbro relies on cheap

manufacturing bases in China to make Star Wars . Sometimes a company
operates abroad to something not readily in its home country,
such as the Tunisian scenery Lucasfilm used in Star Wars movies.

4. Acquiring resources may enable a company to improve its product ~and
differentiate itself from __— in both cases, potentially increasing market
share and

5. Although a company may initially use domestic resources to abroad, once
the foreign operations are in _ , the foreign may then serve as

resources for domestic

6. To minimize in sales and profits, companies may seek out foreign markets
to take advantage of business cycle — _ and expansions — differences among
countries. Sales in a country that is in a recession and in one

that is expanding economically.

7. Many companies enter into international business for reasons. They want to 5
advantages competitors might gain in foreign that, in turn could
them domestically. 4
8. For example, Company A and Company B in the same domestic market.
Company A may fear that Company B will large profits from a foreign
market if left alone to that market. Company B may then use those profits
in various ways (such as additional or development of improved products)
to its competitive position in the domestic market. Companies
such a fear may enter foreign markets primarily to a competitor from

gaining advantages.
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Reread the above passage quickly , and then do the ask-and-answer oral practice in
pairs .

1. Generally saying, why do companies involve in international business?

2. What are the two factors that determine companies’ sales?

3. How does acquiring resources differentiate a company from its competitors?

4. How to understand diversifying sources of sales and supplies abroad?

5. Why going abroad can help a company improve its competitive position in the domestic

market?

Sentence-Making

Make sentences using the following words or patterns .

1. engage in. ..

2. be dependent on. . .

3. seek out. ..

4. differentiate oneself from. . .

5. take advantage of. . .

6. enter into. . .

Read the following dialogue . Underline the key words while reading and retell the
dialogue in your own words to your partner .
A: — Good afternoon, Professor Thomson.
B: — Good aftenoon. What can I do for you?
A: — Yeah. Will you please clarify a few concepts for me?
B: — What are they?

A: — We have talked a lot about why companies involve in international business. But

what does international business cover?

B: —International business is all commercial transactions — private and governmental
— between two or more countries. The goal of private business is to increase or to
stabilize profits, which partly depends on foreign sales and foreign resources.
Government business may or may not be profit motivated.

A: ——As I know, international business is a newly emerging discipline. But intemnational
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business already has a long history, maybe of thousands of years. Right?
B: —Yes. However, the implication of international business has changed a lot over

years. Before, people emphasized on intemational trade, but now they are con-

cemned with sales, investments and transportation.

A: ——Although international business is new as a discipline, but popular. A lot of peo-
ple are studying it. Why so many people are interested in this subject?

B: —A simple answer is that international business comprises a large and growing por-
tion of the world’s total business. Today, global events and competition affect al-
most all companies — large or small — because most sell output to and secure
supplies from foreign countries. Many companies also compete against products and
services that come from abroad. A more complex answer is that a company operat-

ing in the international business field will engage in modes of business, such as

£
%
E
%
e
&
fx
i
2
®

exporting and importing, that differ from those it is accustomed to on a domestic

level. To operate effectively, managers must understand these different modes.
A: —What is the difference between the domestic and international business?
B: —The conditions within a company’s external environment affect the way business
functions such as marketing are carried out. These conditions are physical, soci-
etal. And competitive. When a company operates internationally, it adds foreign

conditions to its domestic ones, making its external environment more diverse.

A: —I think I got your idea. You mean international business is more complex than
domestic .
B: —Correct. Companies international operations and governmental regulation of

international business affect company profits, employment security and wages,
consumer prices, and national security. A better understanding of international
business may help managers to make more informed decisions. '

A: —I see. Thank you very much, professor, for éxplaining this to me.

Passage 2
Modes of International Business

[ bR A 5 3\

Reading

Read the following passage carefully , try to understand it with the help of the words
given below .

When pursuing intemnational business, private enterprises and

governments have to decide how to carry out their business, such as
what mode of operation to use. A company has a number of modes

from which to choose.



