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    Topics Covered:

· Meaning of International Business

· Basic concepts of International Business

· Barriers to International Business

· Approaches to International Business

· Adapting to Foreign markets 

· Model Questions

MEANING OF INTERNATIONAL BUSINESS

International Business is business whose activities are carried out across national borders. This definition includes not only international trade and foreign manufacturing but also growing service industry such as transportation, tourism, advertising, construction, retailing, whole selling and mass communication. 

BASIC CONCEPTS OF INTERNATIONAL BUSINESS

Several basic concepts are important for an understanding at international business. In this section we discuss the concepts of international business. 

· Exporting and importing: 

Exporting is the selling domestic made goods in another country. Example: Bangladesh export of huge number of jute product. Importing is the purchasing goods made in another country. Ex. Bangladesh import of automobile and machine in another country.

· Balance of trade: 

Balance trade is the difference between the amounts a country exports and amounts it imports. Balance of trade is the result of importing and exporting. A nation that exports more than it imports maintain a favorable balance of trade which is trade surplus and vice-versa.

· Balance of payments: 

Balance of payments is the total flow of money into and out of a country. A country has two kinds of balance payments.
 


1. Favorable balance.
 


2. Unfavorable balance.
 A country has a favorable balance of payments if more money is flowing in than is flowing out.
An unfavorable balance of payments exists when more money is flowing out of the country than in.

· Exchange rate:

Exchange rate is the rate at which one countries currency can be exchanged for that of another country. Exchange rate decided in two ways:
 


1. Fixed exchange rate.
 


2. Floating exchange rate.
Fixed exchange rate an unvarying exchange rate set by government policy.
Floating exchange rate that fluctuates with market conditions. 


BARRIERS TO INTERNATIONAL BUSINESS

Firms desiring to enter international business face several obstacles. Some much more severe than others:
1. Cultural & Social Barriers: 
Culture consists of a country’s general concepts & values & tangible items such as food, clothing & buildings. Social forces include family, education, religion & customs. Selling product from one country to another is sometimes difficult when the cultures of the two countries differ significantly.

2. Political Barriers: 
Nations experiencing intense political unrest may change their attitude toward foreign firms at any time. This instability creates an unfavorable atmosphere for Middle East, Africa etc. international trade. 

3. Tariffs & Trade Restrictions: 

Import Tariffs: A duty or tax levied against goods brought into a country. Tariffs can be used to discourage foreign competitors from entering a domestic market.

Quotas & Embargoes: A quota is a limit on the amount of a product that can leave or enter a country.

An embargo is a total ban on certain imports and exports.

Exchange Controls: Restrictions on the amount of a certain currency that can be bought or sold in a nation are called exchange controls. A government can use exchange controls to limit the amount of products that importers can purchase with a particular country.

APPROACHES OF INTERNATIONAL BUSINESS

Approaches to International Business: A firm that decides to enter international business must select an approach. It can be done in a number of ways:

1. Exporting 

2. Licensing 

3. Joint venture

4. Trading companies

5. Counter trading

6. Direct ownership

7. Multinational corporations

1. Exporting: Exporting is selling domestic goods to a foreign country.

2. Licensing: An agreement in which one firm (licensor) aggress to allow another firm (Licensee) to sell Licensor’s products and use its brand name in return for a commission or royalty.

3. Joint Ventures: Because of government restrictions on foreign ownership of corporations, joint ventures are often the only way a firm can purchase facilities in another country. In this case, a partnership between a domestic firm and a firm in a foreign country.

4. Trading Companies: A firm that buys products in one country and sells in another country without being involved in manufacturing.

5. Counter trading: Bartering agreements between two or more countries. Bartering refers to the exchange of merchandise between countries. Counter trading allows a nation with limited cash to participate in international business.

6. Direct Ownership: The purchase of one or more business operations in a foreign country.

7. Multinational Corporations: A firm that operates on a global basis, committing assets to operations or subsidiaries in foreign countries.

ADAPTING TO FOREIGN MARKET

Because of differences from country to country, a firm engaged in international trade must generally adapt to foreign markets. How a firm gears its product offerings, prices, distribution systems and methods of promotion to foreign countries is discussed below:

· Product

· Price

· Distribution

· Promotion

Product: 
In some cases, the same product developed for the domestic market can be sold in a foreign country. Sometimes company cannot modify existing products to fit the needs of a foreign country. They then can either develop new products for that country or try to sell the current product in other countries.

Price: 
The price of a product is usually different in domestic & foreign countries. The cost of foreign trade, tariffs, taxes & transportation often result in higher prices in the foreign country. Exchange rate also influences the price of foreign goods.

Distribution:
 Many international business firms attempt to more & sell goods and provide services through existing transportation systems, stores and suppliers.

Promotion:
 Many companies use the same message worldwide to inform customers about products and persuade them to buy. Uniform promotion including advertising and publicity enables firms to gain recognition throughout the world. But promotion often must be modified because language, laws and cultures differ from country to country.

Model Questions:

1. What do you understand by International Business?

2. State the basic concepts of International Business.

3. Discuss the barriers to enter International Business.

4. What are the ways or approaches to enter International Business? Discuss.

5. How could you adapt with foreign markets? Describe.
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