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Knowledge 1

International business refers to transaction
between parties from different countries. Sometimes
business across the borders of different customs
areas of the same country is also regarded as
import and export, such as business between
Hong Kong and Taiwan.

International business involves more factors
and thus is more complicated than domestic
business. The following are some major differences
between the two.

(1) The countries involved often have different
legal systems, and one or more parties will have
to adjust themselves to operate in compliance
with the foreign law.

(2) Different countries usually use different
currencies and the parties concerned will have
to decide which currency to use and do everything
necessary as regards conversion etc. Uncertainties
and even risks are often involved in the use of a
foreign currency.

(3) Cultural differences including language,
customs, traditions, religion, value, behavior
etc. often constitute challenges and even traps
for people engaged in international business.

(4) Countries vary in natural and economic
conditions and may have different policies
towards foreign trade and investment, making
international business more complex than
domestic business.

With the development of economic globalization,
few people or companies can completely stay
away from international business. Some knowledge
in this respect is necessary both for the benefit
of enterprises and personal advancement.

International Business
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International business first took the form
of commodity trade, i.e. exporting and importing
goods produced or manufactured in one country
for consumption or resale in another. This form
of trade is also referred to as visible trade. Later a
different kind of trade in the form of transportation,
communication, banking, insurance, consulting,
information etc. gradually became more and
more important. This type of trade is called
invisible trade. Today, the contribution of service
industries of the developed countries constitutes
over 60% of their gross domestic products and
accounts for an increasing proportion of world
trade.

Another important form of international
business is supplying capital by residents of
one country to another, known as international
investment. Such investment can be classified
into two categories. The first kind of investments,
foreign direct investment or FDI for short is
made for returns through controlling the enterprises
or assets invested in a host country. The host
country is a foreign country where the investor
operates, while the country where the headquarters
of the investor is located is called the home
country. The second kind of investment, portfolio
investment, refers to purchases of foreign financial
assets for a purpose other than controlling.
Such financial assets may be stocks, bonds or
certificate of deposit. Stocks are also called
capital stocks or bonds. Bonds are papers issued
by a government or a firm with promise to pay
back the money lent or invested together with
interest. The maturity period of a bond is at
least one year, often longer, for example five, or
even ten years. Certificates of deposit generally
involved large amounts, say 25 thousand US dollars.

Besides trade and investment, international
licensing and franchising are sometimes taken

as a means of entering a foreign market. In
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licensing, a firm leases the right to use its
intellectual property to a firm in another country.
Such intellectual property may be trademarks,
brand names, patents, copyright or technology.
Firms choose licensing because they do not
have to make cash payments to start business,
and can simply receive income in the form of
royalty. Besides , they can benefit from locational
advantage of foreign operation without any obligations
in ownership or management. The use of
licensing is particularly encouraged by high
customs duty and non-tarift barriers on the part
of the host country. However it is not advisable
to use licensing in countries with weak intellectual
property protection since the licensor may have
difficulty in enforcing licensing agreement.
Franchising can be regarded as a special
form of licensing. Under franchising, a firm,
called the franchisee, is allowed to operate in

name of another, called franchiser who provide

the former with trade mark, brand names, logos,

and operating techniques for royalty. In comparison
with the relation between the licenser and licensee,
the franchiser has more control over and provides
more support for the franchisee.

The franchiser can develop internationally
and gain access to useful information about the
local market with little risk and cost, and the
franchisee can easily get into business with
established products or services. Franchising is
fairly popular especially in hotel and restaurant
business.

Other forms for participating in international
business are management contract, contract
manufacturing and turnkey project.

Under a management contract, one company
offers managerial or other specialized services
to another within a particular period for a flat
payment or a percentage of the relevant business
volume. Sometimes bonuses based on profitability

4
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or sales growth are also specialized in management
contracts. Government policies often have a lot
to do with management contracts. When a govemment
forbids foreign ownership in certain industries
it considers to be of strategic importance but
lack the expertise for operation, management
contracts may be a practical choice enabling a
foreign company to operate in the industry
without owning the assets.

By contract manufacturing, a firm can
concentrate on their strongest part in the value
chain, e. g. marketing, while contracting with
foreign companies for the manufacture of their
products. Such firms can reduce the amount of
their resources devoted to manufactured and
benefit from location advantages from production
in host countries. However, loss of control over
the production process may give rise to
problems in respect of quality and time of
delivery.

For an international turnkey project, a firm
signs a contract with a foreign purchaser and
undertakes all the designing, contracting and
facility equipping before handing it over to the
latter upon its completion. Such projects are
often large and complex and takes a long period
to complete. Payment for a turnkey project may
be made at fixed total price or on a cost plus
basis. The latter way of payment shifts the
burden of possible additional cost over the
original budget onto the purchaser.

BOT is a popular variant of the turnkey
project where B stands for build, O for operate
and T for transfer. For a BOT project, a firm
operate a facility for a period of time after
building it up before finally transferring it to a
foreign company. Making profit from operating
the project for a period is the major difference
between BOT and the common turnkey project.
Needless to say, the contractor has to bear the
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financial and other risks that may occur in the
period of operation.

/") Words and Expressions

transaction n. [treen'zeekfon]  A5h; FH%

in compliance with EJiCENBL N
conversion n. [ken'va:fen] i e, R
resale n. ['ri:seil, riz's-] A, L3z

invisible trade n. T 5

for short 455 (fHi5) W
account for gy A B2 b5
headquarters n. Lhed'’kwoitez] &, LaH

trap n. [traep] Fabt: EE

portfolio investment UEZRRLTE, (A HE
stocks n. [stoks] i€ R 3

bonds n. [bondz] 5377

maturity n. [ma'tjuariti] SR B, BHIH
certificate of deposit REAE

other than A, A

licensing AR Y =1

franchising FRFAER
trademark n. ['treidma:k] Ritbrs MR AR
advisable n. [ed'vaizabl] AT (O i, B
patent n. ['peitant] LR, BRI
royalty n. ['roislti] BREH . Bt
licensor n. ['laisenss] WAl T A

licensee n. [laisen'si:] IACIETREIN
franchiser n. ['freentfaizs] FFETA
franchisee n. [freentfai'zi:] LRI TN

logo n. ['logau] gL FRiR
management contract EEA

expertise n. [.ekspa:'ti:z] F15R (HA)
bonus n. ['bsunas] Wa, 4R

flat adj.  [fleet] —HH, B

value chain

{ARIERz::



contract manufacturing

turnkey project
BOT(Build, Operation, Transfer [f]4fi5)
stand for

variant n.

\"(J Notes
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Knowledge 2 Basic Writing Principles of Business Letters

In globalization of economy today, in the
age of rapid communications, business activities
and information exchanges across borders have
been frequent every passing day. It is well-known
that the important means of communication
worldwide is letters or e-mails. And many business
activities couldn’t be handled over the phone or
in person. In some cases, these two methods
may be the best ways to get message across.
But few business people have the time to visit
clients personally, and long-distance telephone
calls can be time-consuming and expensive. More
importantly, most people retrain only about
25% of what they hear. The chances of your message
being forgotten or misunderstood greatly increase
if you rely on oral communication.

As a result, business letters are one of the best
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ways to ensure that your message is accurately
received, particularly if you are discussing technical
or highly detailed information.

Business letters also serve as part of a
company’s permanent record. They can be used
to verify bookkeeping and inventory entries. If
you have a question about a customer’s order,
whether someone’s inquiry has been answered,
or about the details in an agreement, you can
check your file copy of the letter. You cannot
do the same with a phone conversation unless
you record every outgoing and incoming call!

Letters also function as written contracts,
fully recognized by the courts. Letters of agreement
are often drawn up between companies and
independent suppliers or consultants. Job offers
made through the mail are regarded as legally
binding on the sender. If you accept it in writing,
your letter is a binding contract of employment.

Letters can act as formal or informal public
relations material. They can help to build goodwill
between you and your clients, creditors, suppliers
and other public group. Your letter represents
you and your firm to people you may never
meet personally or call on the phone. How you
express yourself and the appearance of your letter
form will make an impression in the reader’s
mind of you and your business.

It is doubtless that great attention must be
paid to the importance and basic writing of
business letters. A good letter of business could
be an important factor of concluding a transaction.

An effective business letter should be easy
to read and easy to understand. And it must be
concise. A letter causing misunderstanding or
confusion is definitely a bad one. It must be
remembered that it must be friendly and courteous
in establishing relationship and conducting business.
To write a good letter of business, some specific
writing skills must be focused on. They are as
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follows: consideration, completeness, correctness,

concreteness, conciseness, clarity and courtesy.
1. Consideration to be made

Consideration should be regarded as an
important rule of letter writing. A letter you
send must create a good impression on your
business partner. And try to put yourself in his
or her position to give the consideration to
his/her various wishes, demand, interest and etc.
It is necessary to find a better way to express
your good understanding and present message.
In this way, a request is declined with maintaining
all the hope of doing business or a refusal to do
a favor is made without harming the friendly
relationship.

Compare the following pairs of sentences,

which ones do you think are proper expressions?
And why do you think so?

You—attitude

Congratulation on your success,

We will send you the sample
next month,

You earn 2% discount when
you pay cash,

2. Correctness

In letter writing, correctness means not
only proper expression with correct grammar,
punctuation and spelling, but appropriate tone,
proper words and sentences, which helps to
achieve your purpose. On the other hand, it is
so likely to convey the real message that it will
not cause offensive even if it is a complaint or
answer such a letter. In a good letter, such items
must be included as factual information,
accurate figures and exact terms in particular,
for the right, the duties and interest of both

Chapter 1 Brief Introduction
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We—attitude
We'd like to send my congratulation
to you,
We won’t be\able to send you
the sample this month,
We allow you 2% discount for
cash payment,
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parties are involved in it as often as the base of
all kinds of documents.

3. Completeness

An effective letter could function well only
when all the necessary information is included
in it. See to it that all the matter is discussed
and all questions are answered.

To make your letter complete, such guidelines
must be kept in mind as: (OWhy do you write
the letter? (2 What ‘are the facts supporting
your reasons? (3)Have you answered all the
questions asked? @What do the reader expect
to have?

4. Concreteness

A good letter should be specific and definite
rather than vague, abstract and general. Especially
for letters calling for such specific reply, as
offer, inquiry about goods and their prices,
about the trade terms respectively, etc. concreteness
must be focused on. For instance, qualities or
characters of goods should be shown with exact
figures, giving specific time with date, month,
year, even offering hour, minute if necessary,
but avoiding such expressions as yesterday,
next month, immediately and etc.

Pay attention to the following guidelines
and you will write it concretely: using specific
facts, figures and date as well.

5. Conciseness

Conciseness is often considered to be the
most important principle of writing business
letters. It could save both the writer’s and the
recipient’s time. Conciseness does mean most
complete message and brief expression with no
sacrificing clarity or courtesy. To be precise and
to the point must be included in a business
letter. To achieve the conciseness of writing, try
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to use sentences short, avoid wordy language
and redundancy or repetition.

Paragraphing carefully could make the
letter clearer, easier to read and more attractive
to the reader.

Compare the following sentences, please.
And which do you think is better?

Concise ($55%)
We will consider the delivery
schedule at today’s meeting.

They attend the Guangzhou
Trade Fair to find a partner,

We've received your letter of
March 20,
We have received your L/C,

Thank you for your letter of ...

We enclose our new catalogue

6. Clarity

You must express yourself clearly and
make sure that the message conveys exactly what
you wish to say, not leading to misunderstanding.
And avoid vague and ambiguous expressions.

When you are sure about what you want to
say, express it in plain, simple words or present
it in well-constructed sentences and paragraphs.
Good, straight-forward, and simple English is
what is needed for business correspondence.

7. Courtesy

Attention must be paid to courtesy in business
letter writing, as in all business activities as
well. Courtesy means showing tactfully in the letter
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Wordy (f2#)
We are going to give consideration
to the delivery schedule at today’s

meeting.

They attend the Guangéhou
Trade Fair for the purpose of
finding a business partner,

We are in receipt of the letter
you send to us on March 20,

Please be advised we have
received your L/C.

T he writer wishes to acknowled ged
your letter of ...

Enclosed please find our new
catalogue,
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