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Unit 1 Motivations to Go Abroad

Going Abroad

Employment levels for US -based
multinati panies in 2009,
and the chan ce 1999

Section One : Business Communications

Making an Offer

Mr. David Louis, who inquired Mr. Huang Sijie, an export salesman of ABC Co. Litd. ,

about the prices of the company’s silk blouses three days ago,is now here to get the offer.

Louis; Good to see you again! After the price inquiry last time,I reported what we
had discussed here to our boss in detail. Now I have come to hear about your
offer for your silk blouses.

Huang Sijie: Good to see you! Oh,yes. We have the offer ready for you now. Here it is.
2 500 silk blouses at 36 dollars per piece, CIF Tianjin, for shipment during
October,2008. Other terms and conditions remain the same as usual. The
offer is valid for three days.

Louis : Why , your price has gone up sharply! It is 20% higher than last year. That’s
incredible!

Huang Sijie; I'm not surprised to hear you say it. But as you know, the whole world is

suffering inflation in 2008 and the costs of raw materials have been soaring.

1
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In addition, there has been a strong demand for this kind of blouses and such
a demand will certainly lead to increased price. Our price is more competitive
than any quotation you can get elsewhere.

Louis : I dont think so. I must
point out that some of the
quotations we have re-
ceived from other compa-
nies are lower than yours.

Huang Sijie: My offer is based on rea-
sonable profit, not on wild
speculations. You must
take our wonderful design
and good quality into con-

sideration. Everyone in this trade knows our products are of superior quality.
To be frank with you, if we were not friends, we would hardly be willing to
make you a firm offer at this price.

Louis You're right. Your products are of high quality and we’re old friends. But it
will be very hard for us to push sales at this price. Perhaps we will have to

try, I suppose.
Huang Sijie;: Good. I'm sure it is a wise decision.

Section Two: Text

Motivations to Go Abroad

€ ZRRIA 192wl B 2 6] [ o 11 55 1 B Lo
B? A AE LN AR AF MG — 2L AW Es) TE?
Bl i A P LE ] FEAE fE— 248 b L FFH I BR 1T 57 K 0K
Xof 138 S ] A 1 1] B [T

Is every company ambitious enough to go abroad?
Why do some have while others seem to show no
interest in that? What on earth are the motivations which
push firms along the international path? This text will of-
fer you a brief answer to those questions.

With the rapid growth of China’s economy
and its fast-paced integration with the global
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market , “ Chinese companies going global” has suddenly become a hot topic. Chinese out-
bound investment could be a global economic force for decades to come. The potential was
underlined in the first half of 2012, when its outbound investment climbed more strongly
than in 2011. The following map shows where China and its companies have invested

abroad :

China’'s Worldwide Reach
The Western Hemisphere continues to draw the most attention from Chinese companies, but growth is occurring
more rapidly in the U.S. for investments and the Arab world for engineering contracts.

[ m unreD STATES 3420 |

As Chinese companies venture abroad on what will surely be a journey full of twists and
turns , they will not only face global competition and external pressure ,but they will also have
to significantly improve their management skills at the internal level. Then what on earth are
the factors motivating those managers to make a degision of going abroad at all risks?

Normally ,management will consider international activities only when stimulated to do
so. A variety of motivations can push and pull individuals and firms along the international
path. An overview of the major motivations that have been found to make firms go interna-
tional is provided in Table 1. 1. Proactive motivations represent stimuli for firm-initiated
strategic change. Reactive motivations describe stimuli that result in a firm’s response and
adaptation to changes imposed by the outside environment'. In other words , firms with proac-
tive motivations go international because they want to; those with reactive motivations have to

go international’.
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TABLE 1.1 Major Motivations to Internationalize Small and Medium-Sized Firms

Proactive Reactive

Profit advantage Competitive pressures

Unique products Overproduction

Technological advantage Declining domestic sales
Exclusive information Excess capacity

Managerial commitment Saturated domestic market

Tax benefit Proximity to customers and ports
Economies of scale

Proactive Motivations

Profits are the major proactive motivation for interna- }
tional business. Management may perceive international
sales as a potential source of higher profit margins or of
more added-on profits. Of course,the profitability perceived :
when planning to go international is often quite different K
from the profitability actually obtained. Particularly in inter-
national start-up operations, initial profitability may be quite

low. The gap between perception and reality may be espe-

cially large when the firm hasn’t previously engaged in international business. Despite
thorough planning,unexpected influences can change the profit picture substantially. Shifts in
exchange rates , for example , may drastically affect profit forecasts.

Unique products or a techno-
China's FDI and ODI from 2002 to 2010

Sbillion rosne logical advantage can be another
soim ik major stimulus. A firm may produce
eas " goods or services that are not
widely available from international
262 [SS2 competitors. If products or tech-
2002 2003 2004 2005 2006 2008 2010

i RS0 Shilion nologies are unique, they certainly

AR G 1Y

can provide a competitive edge.

%‘ : B What needs to be considered is how
alGns long such an advantage will last.

a—— . %Mzu,,m ; . .

" (2009) W Another proactive  stimulus is

special knowledge about foreign
customers or market situations.

Such knowledge may result from
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particular insights by a firm,special contacts an individual may have, in-depth research, or

simply from being in the right place at the right time( for example, recognizing a good busi-
ness situation during a vacation trip).

Another motivation reflects the desire, drive, and enthusiasm of management toward
international business activities. The managerial commitment can exist simply because
managers like to be part of a firm that engages in international business. Tax benefits can also
play a major motivating role. Many governments use preferential tax treatment to encourage
exports. As a result of the tax benefits,firms either can offer their product at a lower cost in
foreign markets or can accumulate a higher profit. A final major proactive motivation involves
economies of scale. International activities may enable the firm to increase its output and
therefore rise more rapidly. Increased production for international markets can help to reduce
the cost of production for domestic sales and make the firm more competitive domestically as
well.

Reactive Motivations

A second type of motivation, primarily characterized as reactive, influences firms to
respond to environmental changes and pressures rather than to attempt to blaze trails.
Competitive pressures are one example. A company may fear losing domestic market share to
competing firms that have benefited from the economies of scale gained through international
business activities’. Further, it may fear losing foreign markets permanently to competitors
that have decided to focus on these markets. Similarly , overproduction can result in a major
reactive motivation. During downturns in the domestic business cycle, foreign markets have
historically provided an ideal outlet for excess inventories. Declining domestic sales,
whether measured in sales volume or market share, have a similar motivating effect. Goods
marketed domestically may be at the declining stage of their product life cycle.

Excess capacity can also be a powerful motivator. If equipment for production is not fully
utilized , firms may see expansion abroad as an ideal way to achieve broader distribution of
fixed costs. The reactive motivation of a saturated domestic market has similar results to that
of declining domestic sales. Again,firms in this situation can use the international market to
prolong the life of their goods and even of their organization. A final major reactive motiva-
tion is that of proximity to customers and ports. Physical and psychelogical closeness to the
international market can often play a major role in the international business activities of the
firm.

In general , firms that are most successful in international business are usually motivated
by proactive—that is, firm internal—factors. Proactive firms are also frequently more service
oriented than reactive firms. Further, proactive firms tend to be more marketing and strategy
oriented than reactive firms , which have as their major concern operational issues’. The clea-
rest differentiation between the two types of firms can probably be made ex post facto by

5
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determining how they initially entered international markets. Proactive firms are more likely
to have solicited their first international order,whereas reactive firms frequently begin inter-

national activities after receiving an unsolicited order from abroad.

Chinese regulatory bodies for overseas investment

Provide money

Decide foreign
exchange ral Regulate
banking practices
na

MOC: Ministry of Commerce; SASAC: State-owned Asset Supervision and Administration Commission;
NDRC: National Development and Reform Commission;

SAFE: State Administration of Foreign Exchange; MOF: Ministry of Finance;

CBRC: China Banking Regulatory Commission;
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VOCABULARY

detail /'di:teil. di'teil /
valid /'veelid /

sharply /'[a:pli/
incredible /in'kredabl /
inflation /in'fleifen /

soaring /'so:rin /

quotation /kwau'teifan /
speculation /spekju'leifan /

superior /sju:'piaria /

management

/ 'meenidzmant /

stimulate /'stimjuleit /
motivation /mauti'veifan /
overview /'suvavju: /
proactive /prau'‘aektiv /

stimulus /'stimjulas /
initiate /i'nifieit /
reactive /ri(:)'sektiv /
impose /im'pauz /
profit /'profit /

unique /ju:'ni:k /
exclusive /ik'sklu:siv /

n. particulars considered individually and in relation to a
whole 4177 ; H1F

adj. producing the desired results; efficacious HA(H) ; A
AR R 5 1E 24 H 5 IERA )

adp. suddenly and by a large amount ZE#R 3} ; 2 il b
adj. so implausible as to elicit disbelief ¥ & {5 I

n. a persistent increase in the level of consumer prices or a
persistent decline in the purchasing power of money , caused
by an increase in available currency and credit beyond the
proportion of available goods and services i ¢ ik

adj. ascending to a level markedly higher than the usual
G B 5 1S Y

n. the prices or bids cited g4} ; iR Hr B4

n. engagement in risky business transactions on the chance
of quick or considerable profit $#, ; #AL 3L

adj. of a higher nature or kind; of great value or excel-
lence ; extraordinary | #fF ; H AKHY 5 S RO B K

n. the person or persons who control or direct a business
or other enterprise & ¥ A i

vt. to rouse to activity or heightened action FI¥ ; B il

n. something that motivates zfj /7 ; Zh#lL

n. a summary or review &\%% ; [B] )5

adj. acting in advance to deal with an expected difficulty
F3hHy

n. something causing or regarded as causing a response |
W e R 2 I [ B K] stimuli

vt. to set going by taking the first step; begin ¥ 15 ; %3 ;
Kk

adj. tending to be responsive or to react to a stimulus fZ
VA

vt. to force the acceptance of JE{# (fth A\ ) B3%

n. the return received on a business F|id ; 25

adj. being the only one of its kind ME— ] ; JiU 45

adj. not divided or shared with others JiI /& fJ ; ME— )
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