What are the forms and opportunities of international business?
Reasons for engaging in international business:

· Profits

· Customers – new markets
· Suppliers – access to different materials
· Capital – access to financial resources
· Labor – lower labour costs
Market entry strategies - involve the sale of goods or services to foreign markets but do not require expensive investments.

· Types of market entry strategies:

· Global sourcing – purchasing materials/services from around the world for local use.
· Exporting – local products are sold abroad

· Importing – acquiring products from abroad and selling them locally
· Licensing agreements and Franchising
Direct investment strategies - require major capital commitments but create rights of ownership and control over foreign operations.

· Types of direct investment strategies:

· Joint ventures – co-ownership 
· Foreign subsidiaries – local operation owned by a foreign firm.
· Criteria for choosing a joint venture partner:

· Familiarity with your firm’s major business.

· Strong local workforce.

· Future expansion possibilities.

· Strong local market for partner’s own products.

· Good profit potential.

· Sound financial standing.
Complications in the global business environment:

· Environment is complex, dynamic, and highly competitive.
· Organizations are expected to abide by the laws of host country they are operating in.
· Global business executives must deal with differences in different countries.
· World Trade Organization resolves trade and tariff disputes among countries.

· Protectionism can complicate global trading relationships. Should we protect domestic business or promote international trade?
What are multinational corporations and what do they do?
· A multinational corporation (MNC) is a business with extensive international operations in more than one foreign country.
· Transnational Corporation – operates worldwide without being identified with one national home 
· Mutual benefits for host country and MNC:

· Shared growth opportunities

· Shared income opportunities

· Shared learning opportunities

· Shared development opportunities

· Host country complaints about MNCs:

· Excessive profits

· Domination of local economy

· Interference with local government

· Hiring the best local talent

· Limited technology transfer

· Disrespect for local customs

· MNC complaints about host countries:

· Profit limitations

· Overpriced resources

· Exploitative rules
· Foreign exchange restrictions

· Failure to uphold contracts

· Ethical issues for MNCs:

· Corruption — illegal practices that further one’s business interests.

· Sweatshops — employing workers at low wages for long hours and in poor working conditions.

· Child labor — full-time employment of children for work otherwise done by adults.

· Sustainable development — meeting current needs without compromising future needs.
Figure 5.2 Common forms of international business—from market entry to direct investment strategies
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Figure 5.3 What should go right and what can go wrong in MNC-host country relationships.[image: image2.emf]
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