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Introduction 

INTERNATIONAL 
BUSINESS 
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Need for International Business 
!  More and more firms around the 

world are going global, including: 
!   Manufacturing firms 
!   Service companies (i.e. banks, insurance, 

consulting firms) 
!   Art, film, and music companies 



3 

Need for International Business 
!   International business: 

!   causes the flow of ideas, services, and 
capital across the world 

!   offers consumers new choices 
!   permits the acquisition of a wider    

variety of products 
!   facilitates the mobility of labor,        

capital, and technology 
!   provides challenging employment 

opportunities 
!   reallocates resources, makes preferential 

choices, and shifts activities to a global 
level 
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What is International Business? 

 International business consists of 
transactions that are devised and 
carried out across national borders to 
satisfy the objectives of individuals, 
companies, and organizations. 
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Types of International Business 
Export-import  
trade Foreign direct  

investment  

Licensing 

Franchising 
Management 
 contracts 
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International Business Questions 
!   How will an idea, good, or service fit into 

the international market? 
!   Should trade or investment be used to 

enter a foreign market? 
!   Should supplies be obtained domestically 

or abroad? 
!  What product adjustments are necessary 

to be responsive to local conditions? 
!  What are the threats from global 

competitors, and how can these threats be 
counteracted? 
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International Business and the 
Roman Empire 

! Pax Romana, or Roman Peace ensured that 
merchants were able to travel safely and rapidly. 

!   Common coinage simplified business transactions. 
!   Rome developed a systematic law, central market 

locations, and an effective communication system; 
all of which enabled international business to 
flourish in the Roman Empire.  

!   The growth of the Roman Empire occurred mainly 
through the linkages of business 
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International Business and the 
Roman Empire  (cont.) 

!  The decline of the Roman Empire can be 
attributed in part to: 
!   infighting and increasing decadence  
!   the Pax Romana being no longer enforced 
!   the decline of use and acceptance of the common 

coinage 
!   declining levels of communication 

!  As a result, former Roman allies 
cooperated with invaders. 
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Global Links Today 
!   International business has created a network 

of global links that bind countries, 
institutions, and individuals with trade, 
financial markets, technology, and living 
standards. 
!   For example, a reduction in coffee production in 

Brazil would affect individuals and economies 
worldwide. 
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Recent Changes in 
International Business 

!  Total world trade declined dramatically 
after 2000, but is again on the rise. 

 

!  The rate of globalization is accelerating. 
 

!  Regionalization is taking place, 
resulting in trading blocs. 

 

!  The participation of countries in world 
trade is shifting. 
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The Composition of Trade 
!  Between the 1960’s and the 1990’s the 

importance of manufactured goods 
increased while the role of primary 
commodities (i.e. rubber or mining) had 
decreased. 

!  More recently, there has been a shift of 
manufacturing to countries with 
emerging economies. 

!  There has been an increase in the area 
of services trade in recent years. 
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Globalization 
!  Because of globalization, for the first 

time in history, the availability of 
international products and services 
can be accessed by individuals in many 
countries, from diverse economic 
backgrounds. 
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Expanding Operations Across 
Borders 

 Two distinct tasks 
emerge: 
!   to understand cultural 

differences and the ways 
they manifest themselves 

 

!   to determine similarities 
across cultures and exploit 
them in strategy formulation 
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Culture Defined 

Culture is an integrated system 
of learned behavior patterns 
that are characteristic of the 
members of any given society.  
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Acculturation 

Acculturation is the 
 process of adjusting and 
  adapting to a specific  
    culture other than one’s 
     own.  It is one of the keys 
      to success in international 
      operations. 
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High- versus Low-Context 
Cultures 

High-context culture 
!   context is at least as 

important as what is 
actually said 

!   what is not being said can 
carry more meaning than 
what is said 

!   focuses on group 
development 

!   Japan and Saudi Arabia are 
examples  

Low-context culture 
!   most of the information is 

contained explicitly in 
words 

!   what is said is more 
important that what is not 
said 

!   focuses on individual 
development 

!   The U.S. is an example 
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Change Agents 
!  By introducing new products or ideas 

and practices, an international business 
entity becomes a change agent. 
!   this may shift consumption from one 

product to another, or 
!   it may lead to massive social change 
 

!  Many governments take action to 
protect their culture-specific industries. 
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Elements of Culture 
Language (verbal 
and nonverbal) Religion 

Values and 
Attitudes 

Material Elements 

Manners and 
Customs 

Aesthetics Education Social Institutions 
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Tips for Making Culture Work 
for Business Success 

!  Embrace local culture 
!  Build relationships 
!  Employ locals to gain cultural 

knowledge 
!  Help employees understand you 
!  Adapt products and practices to local 

markets 
!  Coordinate by region 


