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1.1.1. Meaning and Definition o International Business I - termcdé
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+ The busine i ransacti i beyond nationa e
usiness and its related transactipns taking place bey "} includes FDI (foreign direct

international business. International busipess is an all-inclusive term Wl_li Incht L
investment), globalisation, "trade* policies, multinational companies “and'their tactics, mc:rgersd y
acquisitions, export-import, managing i emational human resource, cross-cultural management, and tac
effects of dynamic global factors on business. 6
hether developed or developing.

Presently, international business has becompe a necessity for every country W 4

When economic resources like goods, capital. services (i.e., skilled labour, tcchnologm transportation) '

international production are exchanged -across international borders, international business takes place. ms
ces like finance, bankxt

production does not necessarily involvc;ltjngible products but it also involves servi
construction, etc. International business alsg encompasses FDI (foreign direct investment).

| temational business is defined as a field of management traini@ —
hess activities that cross national boundaries”.
“International business is defined as transactions devis@_

According to Robock and Simmorids, “T
(that) deals with the special features of busi

According to Czinkotra and Grosse and{Kojawa,
and carries out across international borders fo satisfy corporations and individuals”.

International business = Business transactions crossing national borders at any stage of the transaction

an be defined as a set of all the commerciai activities such as sal

International business or giobal business .
performed by government and private firms across the national

logistics, investments, transportation, etc.,
borders. Such commercial activities are generally undertaken with different motives by the private a&
government firms, where private firms focus on profit-making, and the government firms have both profit

well as political motive behind it. &
1.1.2. Evolution of International [Business
The evolution of international business is anj ancient phenomenon that dates back to centuries ago relating to t§

integration of economies and societies of anicient times. For the purpose of study, the evolution of internation
business can be divided into the following three dhases:

Phase I - Early Stage: As the name sugg¢sts, this is the most ancient phase of international business. This
phasfc relates to the ancient times when| particularly Mesopotamian, Greek and Phoenician merchan
camcd-f:ut trading activities in various otler countries. According to ancient literature, the sea-bore trag
was mainly controlled by Phoenicians, who exported Indian spices and textiles to Egypt, Turkey. Greece
and Rome mainly through the west coast of India. Apart from Phoenicians, Roman merchants we
actively involved in international business} In the Roman Empire, trade was faci’litatcd by the construction
of rqads. development of the banking system -and other infrastructural facilities. The decay of the Romag
jEmplre .and the {isc of Turks and Arabian merchants brought about a major change in the operations ?0.‘
;xtlrt:tr:gaitcxo:arlt:usxness. The :jnajox;i part (;f ifternational trade was now in the hands of Arabs who controlled .
orts, overseas trade and marketd. They us ) ia, especi i
trading ports and operated mainly in the rekion nyf M:?a:’:il:uﬁgiie“ﬁ(:oisafgtg.Indxa, espesially fom ™

.
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2) In the next phase from 1960s to 1970s, firms from continental

i~ #= Includes Commercial Activity: The transactions taking place

|
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With the
trade pas
gav

s;;asessag;h of tf'mc, merchants fqund new trading avemJes and the European revolution led to different
e ges. he dxs?overy of America by Columbus and tie arrival of Vasco de Gama at Calicut in 1498
a new direction to international business and trade.
Several develo

. pments in the field of i i i tl W i ‘
P g f international business such as_new trade instruments, payment methods,

By fie T¢h ons, banking facilities and in.frgstmcufral facilitieg gave a new direction to international business.
B8 v century, Holland developed into an international financial centre and Dutch banks facilitated -
Nt roughout Europe. Arc')und the same time, business tits between north African tribes and some parts

e Middle East gave a new direction to international trade. uring the pre-World War I period from 1870 to

1914, integration of economies at a rapid pace resulted in a significant flow of trade alongwith movement of

Capital and other resources. 1

.' Phase IT - Pre-World War II Stage: Before the Second World War, international capital movements were

hlghl'y influenced by the industrial revolution, which resulted into a significant effect on international business.
The m(‘iustrial revolution occurred in the United Kingdom and{made the production of manufacturing goods
convenient and cheaper through mechanisation of the production process. Surplus goods were available for
€xport to other countries. Innovations caused large-scale produgtion of a variety of goods that. required more
Tfaw materials from other countries. As a result, capital began to flow out, manufactured goods were exported by
the European countries and food and raw materials by the less deyeloped countries.

Phase ITI - Post-World War II Stage: After World War 11, sdvere recession plagued the world economy in

193p. It was only after the mid-1940s that international business began to grow rapidly. The international

business scenario can be divided into three phases since 1945 or after the Second World War:

1) The first phase started from the late 1940s to the early 1960s. In this phase, multinational companies from

_. the UK. and U.S. dominated the global market with their fbcus on the extraction of petroleum, minerals
and other raw materials.

pe and Japan entered into the international
trade arena and weakened the dominance of the United States and United Kingdom. After World War II, there
was a drive to increase integration among nations for the purpose of facilitation of trade and business. Most
developing countries that gained independence from coloni.:-j rule in the post-World War II era followed
import substitution strategies to achieve steady growth and economic stability. Economic welfare of the
society was also a major focus for these countries. Multilatéral organisations like World Bank, IMF and
GATT were set-up in the post-world war phase to facilitate ecopomic independence. These organisations have
contributed significantly to the economic integration of countries towards a global economy.

The third phase started from 1970s and saw the European players become a significant source of Foreign
Direct Investments, which made a significant impact on in%mati_onal trade. Before 1970s, global trade
flows were mainly don}inatcd by North America, Western Eutope and Asia Pacific. A clear distinction was
observed between developed and developing countries as raw materials were flowing north and finished
goods were flowing south. From the 1970s, this situation changed as industrial development took place in
many developing countries in Latin America (Mexico), Southéast Asia (Malaysia, Thailand, Indonesia) and
East Asia (China, South Korea, Taiwan). Many industrial plants that were initially based in developed
countries were relocated to new locations offering lower praduction costs. Consequently, global trade is
now characterised by major flows of merchandise from developing to developed countries.

i g : '
~—_-.1.3. Nature and Characteristics of International Business
’ H

A detailed view of various characteristics of international business is given below:

ss the boundaries in international business
are commercial in nature. These include overseas exchange qf skilled labour, human resource, copyright,

trademarks, patents, commodities, services, capital, insurance, 4
licensing. Investments in financial and physical assets also come

echnology, etc., by means of franchising and
under international business. *

Prone to Political Risk: International business is complex

d always surrounded by risks of political

nature. This is because in overseas markets, managers have to tontinuously alter their strategies keeping in
mind the changes in economy, regulations and political stabiLity. Also, adjustments have to be made in
marketing initiatives that are greatly affected by cultural and national factors of that country.
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3) Proactive or Reactive: International business cen be done in pre-emptive or responsive manner. If an
crganisation senses an cporturity and makes full use of it beforehand, it is termed as proactive approach.
On the cther hand, reactive appiozch is when ozganisation waits for competitors’ moves and acts oz protects
itself accordingly.

4) Different from Domestic Business: As business is carried out beyond international boundaries,
mternational business ciffers a lot from domestic business. International business takes place beyond
domestic boundaries, in different economic conditions, with people of different cultures living in distinct
geographical locations. X: is alsc affected by national markets that vary significantly in area and population,
&nd industrial revolutior. around the world. '

5) Large-Scale Operatiors: Activities and Cperation ave performed at very large scale :n international
dusiness. These activities involvs producing and marketing of goods at international level. The surglus good
15 exporied to the international market once the goods have been sold in the local market.

6) Amalgamation of Eccnomies: Finance, lazour, infrastructure, raw materials, and other fzctors of
production are procured from distinguished econcmies. Even the designing, production, assembing, and
marketing of the products takes place i differsnt countries. Hence, more than one economy is combined
together in international usiness. e

7) Maximum Control Enjoyed by MNCs and Developed Countries: As the MNCs and developed countries
possess huge capital, ski_led workforce, latest technology, and efficient R&D (research and development)
teans; they are in a better position to producs rmproved quality of goods at a nominal cost. Also, they tend
to retain employees as tk2y can afford to compensate a.premium salary to them. All these advantazes have
Jed "o the dominance of developed counzries and MNCs in the international markets.

8) Advantagesus for Invelved Countries: Though there is a gap between the proportions of advantages
received by developed ard developing countries, there zre considerable advantages for developing countries
as well. Developing countries can widen up their economies through liberal economic policies to gain
advantage of latest techne:logy, more capital, smployment opportunities, and rapid industrial develooment.

9) Excessive Competition: As mentionsd earlier, MNCs and developed countries tend to cominate
international business du to their massive capital and ability to produce high quality products at low prices.
An added advantage is the significant links these countries have in the world market. Hence, the developing
countries that possess limited resources have to face a lot of competition and find it difficult to survive in
the international market. "

10) Significance of Science and Technology: Ir exsuring increased output and achieving economies of scale,
science and technology play a vital role in the international business scenario. In fact, a major reason for
developed countries dominating the international market is that they focus a Iot on using advanced technologies.

When MNCs and developed countries use advenced tezhnologies in their international business activities,
teere is a high possibility of these technologies getting transmitted to developing countries as well.

11) Regulations and Limitations: As international business has to'be carried out across boundaries of several
countries, it has to go through a lot of laws, regulations, barriers to entry, etc., which vary f-om ccuntry to
country. Few countries t=nd to resist international business and have very stringent rules includiag trade
barriers, corstraints on foreign exchange, etc., which is detrimental for international business.

12) ths Easily Af:fected: LCwe to its sensizive nature, international business is instantly impacted by even a
minute f:ha;ge in laws, procedures, policies, political scenarios, technology, étc. Organisaticns invalved in
Intemnauona: business ne=d to adjust themselves according to these changes and are advised to indulge into

thorough study and market research, to study th: patterns of these dynamic factors. )

1.1.4. Scope of International Business

International business has & much wider scope including management of international human rzsource,
management of cultural divezsity, international strategic management, management of international logistics
and production. Apart from this, its scope also includes international marketing, international trade, foreign

exchange management, and 3nance procurement from IMF, IBRD, International Finance Corporatioa (IFC),
Intermational Development Association (IDA) etc. “
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Two decades ago, the word intern;
business® is from i
de’.

ln!emational Trade to Internati,
Qnginally. Mmanufacturers sald thej
distant courtries. The companies ey,

For example, In early 1900s, In
1960s, the rapid industrialisatio,
steel, and cotton garmengs, . -

demand for products like leather, texs

and developing co

International Marketin;
The MNC’s that nsed to manufac

For example, In India, Hindustan Lever Limited (HLL) is sel-up.

products are manufactured by HLL

Bangladesh, Sri Lanka, Nepal, ec.
marketing and international marketing

1) Pull Facters: Basicall

entually expanded their activi

dia vsed to be th aw jute . :
s aad
N in the country allowed India to become J d iron ore, During

y. the pull factors are proactive factors and tend to
international business, Organisations are attracted

Wword ‘internationa]
term ‘internationa)

onal Marketing

80cds to neighbouring countries and eventually mqﬁsed.ﬁzeh:;xpohs to
ties beyond trade,
€ exporter of raw cotton,

the exporter of jute products,

g markets for jts Product, besides exporting. The aim was to generate the

tiles, tea, electronic, coffee, etc., N t i
untries of the world adopted this strategy, - Iy Rl E el

2 to Internationa] anihm

A 1 by-Unilever as one of iis subsidiaries. The
in Indxa.and are sold by them in various other: countries such as,
The foreign trade Spectrum is theref i

is expanded into international business, 3

nto_ internationa]

Uniqueness of Product or Service
Marketing Opfpoxmmms Due to Life Cycles
Spreading R&D Costs

Competition and Costs
Quality Improvement
Government Policies and Regulations

pull orgarisations towards

io C towards " international business due to massive
profitability and Opportunities to grow. The significant p

i) - Growth: After the satration of

ull factors are as follows:
growth opportunities in the dom

A estic markets, organisations look
forward to tap the market potential in the intemationa] market. Indi

gives enough growth opportunities to the Organisations. Hence, onl

international in search of growth
ii) Profitability: Though domestic

an domestic mark=t being so huge

y a few organisaticns opt for going
opportunities.

markets are more profitable,
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iii) Achieving E "
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of Scale:

: ievi onomies of s
case of very large  scale production. This helps them: in achucvlr:gou::idommc matken o
Internationalisation takes place whet the organisations have reaped the mos 5
P 4

Most countries td

sell their surplus produce in intemational maﬂm;t./u/

go for large-scale p

i internati kets, their
iv) Risk Spread: When organisations joperate in both domestic as well as '"“;::o:':l :;::nismion [ o=
market risk is scattered and they doi not have to be dependent on a single mai
more prone to risks if it operates only in domestic markets.

V) Access to Imported Inputs: Advarce i

capital goods scheme, etc., are some

. drawhac®
ing, export p duty p duty —

of the relaxations and remittances provided by trade laws of

: i are utilised i@
different countries which promote the import of inputs or raw materials. These inputs I
F .

gning and upgrading the

goods. By g

ing access to imported inputs, countries also help’
4

P
to develop technologically.

vi) Economic Integration and Free Markets: As a result of worldwide liberalisation, m(em:nlonag

i an,
markets have opened up and integrated. The import and export between countries has eased up

become smoother. This has led to

going international are a good

growth German chemical organisatio

Germany at the local level,

P

of free markets as ion of ch 15 is very less in

% isati eplaced General Aj
ii) Eme f WTO: In 1994, Wojld Trade Or, (WTO) replace PR o sl
i GATT). It has total of 164 members. The aim of WTO is p and promotf®-

Tariffs and

national boundaries,
viii) Unifying Effect and Peace: Peacs

lated and helped countries to enter into trade agreements across their

as well as prosperity prevails when there is trust and strong

relationship between countries and

Push Factors: Being reactive in nature,
markets which influence the organisation
as follows:

i) Uniqueness of Product or Service

This also p ic growth and develop c

h factors are basically the p p ing to de
ﬂ'fup foreign markets. Some of the significant push factors are

competition in international markets.
added advantage over other nations
unique products and services like
medicinal and herbal plants, etc.

<

3 i ice fa i degree of

A unique product or service faces a fairly lesser r _
It also has more opportunities than any other pl'.OdI'.lCL India haac
and hence finds it easier to internationalise. This is because of

hindicr.ms. spices, BPO services, cheaper software devclopmcntc

Marketing Opportunities Due to Life Cycles: As the product life cycle of every product is dif!cremc

In every market, organisations can adapt two different strategies to capture the international market, i.c.,

cither by introducing new product in

Xisting market or tapping new market for existing product. This c

can be done when any of the domesticior overseas market reaches the point of saturation.

ii) Spreading R&D Costs: In i

1 b

costs incurred on and devel

i can quickly and easily recover lhzc
ding the size of market. This phenomenon holds'

h
phar

by exp . This phe .
correct especially for products which fnvolve higher R&D costs and uses price skimming strategy, i.c.,

o

ifan organisatio; correctly perf;rms

tors, and Faster recovery of these costs is also possible
market scgmentation internationally.

1,

iv) Resource Utilisation: There is a h 2

in transportation costs when an industry is established

at a place where resources are available in ample amount and are easily accessible. Mineral based

industries are an apt example of this.

v) Competition and Costs: After the liberalisation of

level among i 1 as well as

y in 1991, there was a rise in competition

d

ic organisations which changed the entire business scenario r

in India. Organisations in India have sfarted to internationalise and adopt counter-competition strategy

to tackle competition.

Under this strategy, organisations

o o .
target the home market of an-overseas competitor to lessen its
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Vi) Quality Improvement: Wh jsati
2 When organisati
markets. These increased profi b s
SYSle'ms. Improvement in qualif
turn increases profits.

s 20 globgl, they eam more profits and expand their
ts are invested in improving quality and adopting more qualitative

vii) Go : o i
e eyt bt e
Yt actor for organisations to inkemationalise. While few i
eprms through incentives and flexible laws, others focus on imports and overseas investments. P

1 |
rocess/ Internationalising Business
is ng i i

l ot necessm;yn ll!:alto osr;l‘y MNCs conduct intemational busin':sx, As shown in figure L1, the last stage of
mmmonalm_ o ey -up @ wholly-owned subsidiary. Figure 1.1 illustrates the step-by-step procedure for
"lgmlsah' nter into the Rt mar:ct"lhe i 1 ional markets are considered risky as they are

hire . g incur huge costs pertaiming to export marketin, anisati
W, tc;’;mﬂkp:;x!_ls;:: assxT;ance from EXperts in overseas busin;s and try to intmalionfl!s??; a sI:\S:: :::
b val} d enable them tfs cut down on informatiam costs. Gradually, these inform:
start to diminish as the organisation gets settled firmly in the intemational market,

£
s, FDI
£ 'E Leocal Packzgy
§ -
TE = and/or Assembly

i
sE Expart through can Sales
%E Representative or Sales Subsidiary
8 Export via Agent or

Distributor
u

Figure L1: Internationslising Business ~ Time.

1V} Lieense: Lit.:e.nsing.is t‘l?c ﬁr_s! mode which is considered by an organisation as it reduces the risk of
The is usually due for renewal after five to seven years on the

e ; asically two parties. in a licensi : ie, I !

oo i b s o P Nsing agreement, i.c., licensor and

h the licensor gives authority to_use few' of its technol
trademarks, patents, etc., in liex of a monetary consideration often called royalty or fee. R

consent of pani:s'anached to i:,Thm are b:

royalty thereafter of 2-

it is not worried to lose its firm-specific advantages, Licensing proves best when the organisation has a
standardised product and the licensee cannot misuse icepscr’ atent
pre the lic s technology and patents. In other cases,

control over technology, patents, firn-speci Bienciag
considered the foremost option. &Y, ts, firn-specific advantages, etc., licensing is not

2) _Export via Agm't or Pistributor: ‘The organisation takes the help of a distributor or local agent to export
its products eyeing increased. sales volume. Using an agent is basically a' small opening into the
mmnmlﬁl_ market and the Organisation may not necessarily have very long-term plans to continué using
;n agent. mt less ': ;at;uv; approach ang if the organisation seesitself performing well overseas, it might look

orward ish its own marketing subsidiary or local i i
s ' : ary ; loc bales representatives to ensure massive sales

L
4

gh own Sales Repr or Sales Subsidiary: At this stage, the organisations look to
expand their capabilities to meet the needs of export market shi i i
market through fully owned sales subsidiaries and ofﬁoe?ocu::hmmg e b
exporting is not merely an opening in the international matket to
export department is set up to regulate international sales. Alsc.
altered in accordance with the export market-

ty, equipment, and systems help companies to expand further which in

ation costs

]

|
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Local Packaging and/or Assembly: As stated earlier, the risks of i jonali tend to diminish
when the organisation gets accustomed to the overseas market. At this stage, the organisadon may take
steps towards production in the overseas market by using the workers from the host country to assemble
and package its products. This step could also prove challenging for thz organisation as it is exposed to the
trade environment of foreign market. It has to manage the wage rates, working hours regulations, cross-
cultures, expectations of workforce, etc., in the host country factor market.

5) FDI: FDI or Foreign Direct Investment is the last and final step to entzr into the international market. Itis
undertaken once the organisation is fully familiar wit the “oreign market znd the uncertainties linked with
it. Under this step, the organisation starts the whole sole productior. and selling activi‘y in the foreign
market. It might also re-export the products to the home country depening upon the costs involved in
different countries.

)/ﬁ Importance/Advantages/Role of International Business

The advantages of international business are as follows:

1) Enhances Standard of Living: According to the comparative cos: theory, nations which enjcy easy
availability of labour, raw materials, natural resources, etc., have the atility to manufacture qualitative
products at much lower costs. As a result, consumers from varicus nations can purchase increased
quantities of these products with same money. When the purchasing power of people rises and they buy
quality products, their standard of living rises.

2) Social as well as Economic Welfare: When a country gets involved ir. international busipess, it pets access
to consumption of a wide range of products. This turns out to be beneficial for social as well as economic
well-being of its people. More foreign companies start selling their products in that country which increases
the consumption level. After the ic liberaliszti foreign ies came to India and
the people started enjoying new products which further raised the socic-ecenomic level of the couatry.

3) Expands the Market: The size of the market expands when an organisation taps the cverseas market. This
also reduces the dependency upon a single market's cemand.

The organisation needs not to worry about the needs and wants of cnly one market as it can expand into
new markets globally. Most of the MNCs have expznded their markets through internationatisation. Some
of the examples are Suzuki, Pepsico, Philips, etc. '

£o11

4) Helps in Avoiding R : When an or 07 is running suc y in i ional macket, it aas
the leverage of moving towards an economy which is developing rapidly from an economy where
conditions are recessionary. This is possible becausz different countries have distinct business sycles and
international business helps the organisations in diminishing the effects of business cycles.

5) Risk Reduction: When organisations are spread into several countries, international business acts as a
cushion against the political and operational inties. If an isation is di d in its home country
or the domestic market, it only feels a partial impact because it is dcing well in foreign markets.

6) Economies of Scale: The cost of production is reduced as a result of large scals production in several

markets. The achieves of scale along with quali output anc technical
expertise.

7) Helps in Exploring New Markets: By opting for internationalisation, organisations can explore and target
potential markets which have been unexploited since long.

Unlike the domestic markets, they can also sell the:r products at premium in these untapped markets. For
example whirlpool sells refrigerator in USA at $833 (55000) and in India it costs around 24000.

8) Helps as well as Chall Dy ic O i to Evolve: International business assists as well as
challenges the domestic players. The d ic organisations are benefirted by the know-how, expertise,
advanced technology, etc., of MNCs when they opt for amalgamaticn. For example, Hero Honda, Maruti
Suzuki, Kawasaki Bajaj, etc. On the other hand, by giving tough competition and posing threat to the
domestic players, MNCs help them to develop and evolve.

For example, when Samsung started selling its mobile phones in Indian market, domestic producers such
as Mi took up the chall and d Samsurg’s market share in Indian market.

Leﬁ\f
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9) Product Specialisation and Division of Labour: | helps an isation to exploit its

area of product specialisation and expand into new markets. For example, India specialises in spices and
textile. Also, division of labour takes place in overseas markets allowing the workers to concentrate on
small tasks individually,

10) Global Economic Development: All the above factors including challen
product specialisation, increased consumption levels, high productivity,

cconomy. Many countries like UAE, Singapore, Japan, India,
internationalisation,

ges, innovation division of labour,
etc., assist in development of global
etc., have been benefitted by
11) Efficient and Maximum Utilisation of Resou
pti in i iona! business. R
certain resources to countries where these reso
800ds from Japan, and consumer goods from U.

urces are scarce. Supply of personnel

worldwide are being shared among themselves,

Hence, international business leads to cultural integration

and transformation,

13) Transforming the World into an Intact Global Village: [ or i ional business is the
common thread that binds the worldwide nations, cultures,

societies, communities, and economies togethzr, In
international business nations develop their trade on the basis of mutual help and understanding.
1.1.8. Challenges in International Business
Following are the challenges faced by international business:
1) High Costs: Setting up infrastructure, recruiting,

transportation, technology, travel. overheads, etc,
foreign markets leads to huge costs.

, in

3) Affects Cash Flow: The cash
receipt of payments.

4) Complicated Organisati Fr k:
restructuring, intensive training has to be given to

flow of the organisation may be hampered due to postponed and untimely

As intemational busi d ds organisational
employees to ensure successful re-structuring.

Ppossess an outward cultural outlook. They should be willing
to spread operations in all markets wherever they sense potential irrespective of the cultural differences.
7) Highly Competitive Foreign Markets: The incompetent and weaker organisations have to wind-up their
i ons deepens in foreign markets.

otas, licensing, hectic documentations and certification. Prior to 1991,
India had numerous trade barriers which

were later lifted during liberalisation,
9) Inadequate Domestic Support: For smooth and successful functioning of international business, the
support of the domestic country is essential. The

policies and procedures prescribed by government may
sometimes hamper the growth of international bus;

ness,
-0) Extreme Dependence on Imported Prod

ucts: Countries have beco;
countries” imported products Jat their own

production stops completely.
Due to the inel.

me so dependent on the foreign

ati9nal quiness does not benefit agro-
<33 ,

ic demand of agricultural products, their.
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e MR o s st i 1

safions at d iti objective
?umy on their business for longest time possible. However, an adddn.uunal bjective o

they differ fromgant—
eam profits. Despite of these sinﬁ!ariti S between d an i
other on the basis of cross-border disparities.

P —

: . indi -
ery ici de barriers, etc. Just like an in 0
L eworks, policies, taxes, trade , ¢ ekl 72

= “f:oun:y :asf::i!il;:! iz:::::;l:agslf: n;o through fulﬁl.ln:ng certain r.cpdluons docume:

travelling ough fulfilis

o lise also has to deal?i

communication, converted currenf:_y. c‘f(h a: org
matters whith are way more a

_ AU
International gﬂ*‘
. Doﬂ*.ﬁ“c i itis carried out beyond J
Basis of Difference l ic business had a limited scope as it is|It has a wide sct:‘pe ::c‘lu‘d Loge iy il ‘
e DOmCSl;C bu‘i]l:!“ a cpuntry's border along|boundaries a“FDl 5 o )
in ! : ar s franchisin .
fnoirllhﬁi:l lh:"busincss ivities irrespective off export-import, ‘/\'—A‘
being established at humerous locations o i
(oo ficial Or as well as countries are bcneﬁn;gqﬂ—
Defits Domestic busil are less C iy
A}B/ ‘ l i IDu to the expanded market reach, inte; : S
i : ct domestic|Due n it min S
i s q“cluzllmis' in Zm:?:al gains and|business faces less ul:‘l)oa::om o
o r mgm‘sa:(m:u;ﬂ;z:m as they operate in a|they can r:over e ﬂmmf_tmnm‘
sometimy L o te 1 ey e
i ithi al | mark
single market within the nation: e
tbmote  cross-national|Global  political b o immpmves —
1 Retain . doc_s !::l:l hzdce does not improve! '\nlcma(‘xmal buslvnm which in
Relatigns cooperation ¢ - .
9 global political t:lanofn. 1‘ L : e A\
ic business is | ively easier as 0 o
> P‘:lmuc (bmem follew trade barriers. \fom\ of strict tariffs, customs, and other trade
R 0!
n) it does g 9_]# ,

technology and do nof share it only adopted but also shared by intern:

ailing worldwide Sy
Domestic orgalﬁsaliol':s only adopt the new|The latest technology prev: :
organisations. e—\j

6) Sharing of
‘Technology l

ong faced are forest overnment laws, licenses, s, etc., are the trade |
) Trade The trade restrictions faced i land, |G laws, | , tariffs, %
Restrictions etc.

P | 5 9 I
iy |Delzy T pay and exist due to Jong

area,
ime |in business
tance \Consumm less time lin bl
* | due to short distances —e=
i f entry are availabl
it i imited modes of|A wide range of l.nodes of r
gl e bus;:ﬁo &enl\‘zl:;:mal br:sinus. firm opting for l'nmanona! busme‘ss. m

o licensing, franch contract mringee.. -

ventures, acquisitions, wholly owned subsidiaries, etc.:

i j i ilding plants in locations with cheaper :
Domestic business does not enjoy location Bul!dmg P %
i advantage as it is difﬂcull to shift locations |available resources  proves advantageous -
A frequently. international organisations. o
i through new|Cost ad ge is ‘. through -
A "cm ‘Thiy s o fl}?va:::age - scale, i.e., large scale production. _J
Sk o, S
1.1.10. Changing Scenarjo of International Business -

In the ever-changing world of global business, being one step ahead of the curv:h;st es;cna;:raelc f::onﬁ;
success. The year 2024 is going to witness a plethora of changes and ad wil course

business. Some of the major trends thatican be seen in the business world are as follows:

2 4 is following the trend of sustainz2us ‘
ustainable Business Practices lee Center Stage: The year 202 b
D isniziatives that have been echoing throughout several sectors in recent years. E.nvxmnm;ma.l‘lly responsit
i d ded Yehald
corporate practices are being {and more by and go

e U R TP S o O




. ST A ANy ways: some examples include switchin, t bl i
. o : 8 [0 renewable energy, ysin
invesu'ne;xiz ds;r:]v,i'd.: iiw!;‘t:l;mg 10 recyclable or compostable packaging. A trend towards sustainablg
Strong BSQ s Ty ncreasing demang from investors for stocks of companies that demonstrate

2) The Rise of Digj
epidemie wliﬁlt;ll(;‘mmmm!aﬁon Accelerates; Digital change gained steam during the COVID. ]9
Cmbracing technolo, y keep going stmqg well beyond 2024, In today's digital-first world, businesses are
2 compettive o, 8Y more and more m.lrppmvc efficiency, provide better customer service, and maintajn

Modem technolo, ;i }
8Y, such as b, i -power: ics, is bei i
boost eﬂiciency e hmovmxkcll:‘::ssoluums and Al-powered analytics, is being used by businesses to

tments in collaberation tools and cybersecur
me s ; ty measures haye
eces.;ary due to the cxpa{xslon of remote work. These Steps are necessary to ensure that operations
nvironment with distributed workforce,

3 Evolving Consumer Behavior Reshapes Markets: The nanderi- # 1

and its effects will reverbepgys throughout 2024, E-compn,
eqnsul-{nc.rs have sj embraced a ience and acepasi

i y altered T behavior,
adoption soared during lockdowns, and many

4]
al Business Trends: Geopolitical tensions and trade
i 1 c usinesses operating on the global stage. Trade wars, tariff
fhsputgs, and geopolitical rivalries can introduce volatility and uncertainty jnto supply chains,

and mitigate risks effectively. Amidst these challenges,
ufacturing hubs, and investing in

T changing! geopolitical dynamics, Moreover, regulato,
Compliance angd geopolitical risk assessments are becoming j st ]
c 1 '8 Integral components of business strat

10 an interconnected world. i §

S5) Emhracing Innovation for Competitive Advantage:

Innovation remains a comerstone of business
Success in 2024, Enterprises that prioritize research and development, embrace emerging technologies, and

foster a culture of innovation are better positioned to gain a competitive edge in their respective industries,
Collaborations with startups, academia, and industry peers can foster a fertile i

brea.k!hmughs. Additionally, companies that encourage experimentation and risk.
unearth transformative ideas that drive growth and differentiztion in the marketplace.

flexibility, and learning. E ploy
an emphasis on diversity, inclusion, and the health and happiness of their staff.

7 Harnessing the Power of Data Analytics: For companies, data is now a strategic asset that can help
them obtain insights, make better decisions, and drive performance, In 2024, businesses are putting
more resources into data analytics in order to gain valuable insights and influence company results,
Businesses are able to optimise operations, reduce risks, and anticipate client needs with the use of
predictive modeling, machine leaming algorithms, and advanced analytics technologies. Brands can

also personalise consumer experiences and send chaanel-specific messages using data-driven
marketing tactics.

includes scenario analysis, business continuity planning, and risk management is necessary to build
resilience. Compani may strengthen their defe against unanticipated threats by analysing their supply
chains, finding weak Spots, and investing in agility-boosting technology.
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1.2, ANALY%ING

MARKET ENTRY

1.2.1. Introduction ; ) ik
A small to medium size company aiming to enter foreign market gets acquainted with the necessities an(i
challenges posed by a foreign market with the help of a foreign marke: eatry strategy. This smeiyrk;'
distinctively positioned to assist an international entreprereur to take the corrsct first ertry steps. A m:

e e o

research should hend the peti pe, d the ch ~stics of prospective clieats and
ratify the opportunity to select a favourable market entry strategy.

: ol . 4 ! 4
Innovative companies which offers products that can be p y ch rised and marketec have

,? narsetes |
fair opportunity to achieve new heights and success in in!emalion_al markets. Orie cf the most siznifican: facets
of international marketing is the selection of market entry strategies.

According to Frank Bradley and Michael Gannon, “Any injudicious ‘sel.u:!i-)n ?f the mu;‘y E\(-dc may give
rise to opportunity costs and in some cases thwart subsequent endeavours in intemnational market”.

A wide range of global involvement is covered with the help of diffc';en: ani)t::n:sxi\‘e rf;:rbligt feol;l.rcv ﬂr:ﬂ;:; ::0::
ji avail |
. where it ranges from when the company just ma'kcs e product !
::agg,l z\:g!oho:lt gr:ning iﬁvolved in the international markr eting activities to tctal involvement whare the
coz:pany may function through wholly-owned subsidiaries in all its importan: markats.

.2.2. Modes of Entry Strategies . 54 ; e 2%
lln!zn?av.ional business comprises of all the functions and activities :x:cutc:lf lry f;on:l;:zmesm‘)del:l;:?u:;glmnéome
i i can make use of ciffere;
i ional level and exploit foreign markets. AA company car . iz
;:::::::g:l market. The various means of entering the international market are mentioned as follcws:

Modes of Entry Strategies

L Licensing
! I'TH — conract Marufactae
Tumnkey Projects H = Contracs
Strategic Alliasces

Wholly-Owned Subsidiary

ing i i i inesses can
1) Exporting: Exporting is a popular strategy for entering into a fereign m::; g:n::;l; ﬁ&maﬂon&l
manufacture their products in their local produ;;:o: units a;md can export difmmling
P » They can cotain economies of scale by tocally man anng ail : P
g]\:rm across the boﬂnﬁﬁés’of the nation. Usually, thers aLre two forms Ct’;;ﬁcntll;gsold N
i) Indirect Exporting: When products of ﬂ_\c.loca_l b alie tiree: exporting. Tn this form of
customers through local export intermcdxane§, it is known as in direcny 1 ocign wholesalers
rting, preducts are first sold to intermediaries who further sell them e e
s It offers convenience and low costs to local bus.nesses as m;y o n o,
f1)1:- ;lf:'x::::s of overseas distribution and logistics, identification of pctential foreign markets,

irec:ly tiel foreign
i) Direct Exporting: When products of domestic firms are direc:ly exported and sold 1o potent gn

b pe

it i ing. In this form of exporting { i

, it is known as direct exporting. t s St e
(f::rS[g:i]:rgs dli.rectly liable and accountable to manage market researcl, logistics, skip:

distribution, and collection of payments.
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2) Licensing: Licensing agreement is the most common mode adopted by an organisation as it reduces the risk
of internationalising. The agreement is due for renewal after five to seven years on the consent of parties
attached to it. There are basically two parties in a licensing agreement, i.c., the licensor and the licensee,
Licensee is the firm to which the licensor gives authority to use few of its technology, trademarks, patents,
etc., in lieu of a monetary consideration often called royalty or fee. E

As licensing is a contract, the licensee has to pay a fixed amount called fee upon signing the contract and a
royalty thereafter of 2-5 per cent based on the volume of sales. When an organjsation plans to go overseas,
it is not worried to lose its firm-specific advantages. Licensing proves best when the organisation has a
standardised product and the licensee has no right to misuse the licensor’s technology and patents. In other
cases, such as exercising complete control over technology, patents, firm-specific advantages, etc., licensing
is not considered as the foremost option.
3) Franchising: Local busi can use i I franchising for ing global markets. When an
owner (franchisor) of a brand name, patent, copyright, trademark, business operation, property, process, or
system grants legal rights to other business (franchisee) to use that property, process, or system for
production of goods and services, in return for a fee, it is known as franchising. The local business can act
as a franchisor by distributi g its franchises to small foreign businesses and thus, can self its products in the
foreign markets. It will also be beneficial in building foreign market coverage and building brand name in
international markets.

4) Contract Manufacturing: Under contract manufacturing, one organisation (client) enters into a contract
with another organisation to manufacture its products or paris. The organisation (client) in this way does not
have to ammange for production infrastructure, workforce, raw materials, etc., and can focus entirely on sales
and ‘. ing of products. A local producer can be brought into agreement for a firm looking to sell its

5) Turnkey I':‘roj?cts: As the name suggests, turnkey project is when a licensor builds a couipletely new plant
or production infrastructure, which is fully operational, and hand over the ey to the licensee. As the
C receives the keySor a fully functional plant, he can start its operations.

A tumnkey project i§ a form of project which is constructed and.sold to anonymous purchasers as a finished
product. Thcsc Projects are common in international business. Tumkey projects are mostly applicable in
=onstructions of plants such as steel factories, oil refineries, cerient and fertilisers plants, etc.

6) Management (?ontracts: Local businesses, which fack in technology and managerial skills, can enter into
an agreement with a foreign business for secking managerial assi pecialised guid and technical
expertise for a specified period of time in return for a fee or a financial reward, *

This agreement is known as a management contract, and is very useful for a local business to enter into

foreign mu. With the acquired expertise and k how, a local business can thus sell jts
products in global markets.
7) Joint Ventures: When two or more ind pendent busi are coop ly joined together to forin a new

business identity, it is known as a joint venture,

A local businc_ss can fonn.a jpint venture with fereign businesses and ¢1z easily enter into new foreign
nDarkets. Even if one organisation has acquired a low stake jn anotler organisation, they are entitled fo the
nght to ::\;cfa $ay in managerial a;tivx‘ties of the newly formed venture, It will also be beneficial in the
cases, w] oreign government policies and laws do not allow forei, joi

ooy gn control but promote joint ventures

8) Strategic Alliances: A strategic alliance occurs when two or more organisations enter i
©xme together to perform a specific function and achieve mutually sgz objectives inlth’:‘:n:r;';:t’ﬁ‘cg:
O-ganisations do not merge and remain anonymous, Y, strategic alliances have become popular and
are proven as an cl_’feco.ve means to tackle weaknesses and enhance strengths. The main nbjectives behind
setung-up a strategic alliance are market i ital enh eat, access to latest technology, etc.
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9) Merger: An external

¢ s

ievi is known as merger. A merget b

loyed fdr achieving growth of a company 1s rs companieéls— ga
‘stntcgycrlr.lgo.y 1 ion means a of two or mo; pani ( 1

b Z,

also called as i

where one compar:'y obtains the assets and
of both the comp

[

i i hares.
liabilities of the other company against cash ors : P
and the assets and liabilities are integrated

A merger can also mean di
new fresh stock is issued. For the compat

which acquires other company, it i‘sta?: 1:0
i i 1

R Lg venture is called as zu:quisiliop. Acquisi ]
! to expand their business activities by entclr:o
any financial burden, an entrepreneur si e
n a scope for making payments phase wis¢ T for prabalh
fon strategy is based on a presum|

e option of firms is finite, the decis

10) Acquisition: Buying or acquiring an Cxl'slf
simple technique used by many companies
areas or new markets. In order to avoid
structuring the payments. He should dgs*g
to generate funds to pay. Every acquisitf
acquisition will be available; l.ww.evcr, if 4

instead of pr I

of p

ny which is being acquired, it is a m
equisition. In case both the companie:
wn as consolidation.

ned subsidiary refers to a

_—

er and for the compan.
mcsrzdissolvc their individual

tion is considered as a
ng into new produ
uld be cautious in
hich helps the fi

tion that .
p,'ol:lcanbetakcnonthe basis

which is entirely owned by
ks of the company

11) Wholly-Owned

another entity. In a wholly—cyned
owned by a single holding business.

With the permission of !his.holding org
involvement of the controlh_ng entity. Tl -

holl
Subsidiaries: A wholly

y. all the current-issued

Loy

common stoc!

to operate, with or without direclC
direct investment for

us, a local business can choose f'orci'gn

and activities. &_ e

gaining entire control al the of P
developi i ires a lot of time
e et o ostly and difficult method of ¢

utilisation, and is considered as the most
Moreover, there must be an assured demd

ind of the product in the target

gement and op
ntering into a new global marke!
‘market for developing a wholly-

owned subsidiary. I
1.2.3. Comparison of Different Mddes of _eqryb e L
Differentiation between various modes of market ent-y is given below: e

Modes
1) Exporting ) R s e =
i) Indirect Exporting a) Advantagedus to new entrants in the|a) :el:'s:lnce S : |
export fields| lopmen!
b) Econopm mical b) Availability of exports merchants.
c) Producer remains unaware of

c) Absolved fiom credit and sales risks.

f cusiomer’s needs and|a) Highrisk

operations.

ii)  Direct Exporting 2) Awareness
demands.
b) Manufacturer has the decision-making|b) Huge funds necessary
authority. A
c) Improved gdodwill. c) Degree of risk is involved.
2) Franchising i) Proven market for product or service |i) Lack of independence
i) Less op capital ii) Price of handi;
3) Contract Manufacture i) Costof magufactucing is decreased. |i) Product or service quality is difficult
maintain
ii) Risk in | foreign i is|ii) M ing may lead to loss of
: inimised. p benefits. -y
4) Management Contracts  [i) It facilitatys transfer of fees for|i) There is a probability of disclosure of] \LJ
managemen serviczs. technology secrets by the host country.
ii) Technology can be transferred with|i) Brand image is badly damaged if the| __ I l
case. host country’s company fails to maintain A
} necessary quality level. o
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5) Li —
e, i) Licensor bears low financial risk. i) Less market opportunities for both the
\ parties involved.

ii) Immediate entry available intolii) Inadequate charge over marketing and
foreign markets. production activities.

6)\
T i y
urnkey Operations i)  Host country has the chance to coach|i) Overall high cost.

personnel as per industry standards.

i) Provides potential marker to selllii) Limited flexibility to incorporate
components as well as other| change.
e intangible assets.

7)  Wholly Owned Subsidiary i)

Parent company controls over[i) Costs and risks are incurred by the
subsidiaries. company.

i) Provides technology protection. ii) Political risk.
iii) Global strategic coordination.

OO Y G

8) Merger i) Mergers may allow greater|i) Integration difficulties

investment in R&D i) Inadequate evaluation of target

i) Provides ability to face international
competition

9) Acquisitions

1) Combining Organisation Cultures i) Letter of Intent
i) Accessing Funds or Valuable Assets|ii) Duplication
for New Development

10) Joint Ventures i) Sharing the economic risk with co-|i) Conflicts and disputes

venturer i) Shared technologies can be used
ii) Tapping newer methods, technology, beyond the joint venture.
and approach -
11) Strategic Alliance i)  Specialise in competencies i) Distribution of Earnings
ii) Gain location-specific assets ii) Potential loss of autonomy

1.2.4. Entry Barriers

Following are the international entry barriers:

1) Language Barriers: It is critical for marketers to take into account the languages spoken in the nations
where they plan to expand while conducting business internationally.

v VvV Vv V VU U VU O

2) Cultural Differences: Every nation has its own culture or fusion of cultures, just as every nation has a

unique mix of languages. Holidays, arts, customs, cuisines, and social customs observed by a particuiar
) group of people comprise a culture. For marketers, becoming familiar with the cultures of the nations in
which they will be conducting business is essential and enriching.

} 3) ‘Managing Global Teams: Managing personnel who are located all over the world is another difficulty
faced by multinational corporations. It may be challenging to take into consideration time zones, language

) difficulties, cultural variations, and various levels of technological availability and dependency while
attempting to work as a team.

| 4) Currency Exchange and Inflation Rates: A dollar’s value in one nation may not always be equivalent to

the same amount in another country’s currency, and its value may not always be equivalent to the same
quantity of products and services. ;

5) Nuances of Foreign Politics, Policy, and Relations: ‘Business is impacted by politics, laws,
regulations, and international relations; it does not operate in a vacuum. Because of how complex such
connections might be, it is critical for marketers to keep up with current events in the nations where

they conduct business.
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