
Chapter 1 

Overview of International 

Business



Learning objectives

End of this lesson, you should be able to:

1. Explain and discuss what international or global 

business (GB)

2. Explain  importance of GB =>>  why study GB

3. Identify basic forms of international business 

activities

4. Discuss globalization concept 

5. Evaluate factors for globalization

Next week



The Business of the World Cup

2018 - Russia spent $300 

million on Kaliningrad 

Stadium

2022 - Qatar estimate to 

spend Pound £107 b



What are issues in World Cup (or Olympic)? 

1.

2

3.



What are issues in World Cup (or OLympic)? 

Many questions and issues surrounding this 

international venture.

1. How do countries get to host the world cup?

2. Are the bidding process proper?

3. What if FIFA?

4. What are the requirements, for facilities and readiness?

5. What investment needed?

6. What are the economics benefits?

7. Host country society benefit?



Analysis of Case

The case explores the relationship between international business

and the FIFA World Cup. The World Cup tournaments embody

international business as it consists of participants and

stakeholders across the globe. Highly competitive, involves

transactions between parties with vested interests who stand to

benefit in different ways.



Key Points
The FIFA World Cup represents a global machine of

intensive international business, with participants,

decisionmakers, and stakeholders spread across the

globe.

The Fédération Internationale de Football Association

(FIFA) governs the World Cup tournaments and an

executive committee takes ultimate decision which nation

will host the tournament after a fiercely competitive bidding

process.

Each nation makes a presentation to FIFA committee why

they should be the next host and commit to developing

their infrastructure and facilities as outlined by FIFA.

Being hosted in different cities is important for the World

Cup - part of FIFA’s mission statement to spread football

beyond Europe and South America. The host city also

provides facilities, workforce, and organizational support.

Hosting the World Cup gives boost to

tourism, leads to developments in

infrastructure, and a global spotlight to

spearhead significant economic gains.

FIFA makes money off the World Cup by

selling the broadcasting rights and

advertising rights at a premium, and through

corporate sponsorship.

Criticism on FIFA’s business model, which

makes the host nation foot a multi-billion-

dollar bill while collecting billions in profits.

Fairness of the bidding process has also

undergone some controversy - criticism on

cases of bribery and lack of transparency in

the executive committee.



What is international business?

International business involves any business

transaction between parties from more than one

country. It includes such activities as buying and selling

raw materials, inputs or finished products across

borders, operating plants in other countries to take

advantage of local resources, and borrowing money in

one country to finance operations in a second country.





What is the difference between international and 

domestic business



What is the difference between international and 

domestic business

- involves transactions that cross national borders while

domestic business does not

- One party must adjust to a different legal, economic,

and cultural system - convert its currency into the other

party’s currency or make changes in how products are

produced or the types of products that are produced.



Why study international business?
1.

2.

3.

4



1 Most of usl almost certainly work for a company that is either

foreign owned, domestically owned but has some foreign

operations, or domestically owned but is affected by the global

economy - to be successful and productive, important to

understand the basics of why and how companies conduct

business across borders

2. Small businesses - now more active in the international business

e.g. buying and supplying components. Those students planning to

start own businesses should also be cognizant of international

business.



3. Cultural literacy - because business today often means international

business, critical that students develop the type of cultural literacy that will

enable them to be conversant with the global economy and international

marketplaces. Those fail to develop such skills will be at disadvantaged to

future “competitors” (those who have learned multiple languages, have

had job experiences in other countries and traveled widely).

4. Not all business techniques and tools are developed in the United

States, students need to study international business so that they are

aware of developments taking place in other parts of the globe, such as

the use of just-in-time (JIT) systems.





Questions

What countries are involved in 

manufacturing?

What kinds of components are 

produced?

Where are the products sold?



Explanation follows



Small exercise/assignment

Groups of two (2) persons

List different products you use daily - alarm clock, computer, handphone, footwear, 
etc.

Determine which firms made these products

Select one product from your list and search the following

1. In which country is the firm headquartered?
2. Where was the firm’s products manufactured?
3. Why do you think it was manufactured there?
4. What percentage of firm’s annual sales comes from home market, and what 

percentage of sales comes from other countries?



CAGE Model (p.29)



International business activities

Historically, trading of goods by exporting and importing activities





What are the contemporary global business activities?



Merchandise exports and 

imports = visible trade

Service exports and imports = 

invincible trade



Trade important to 

firm - Boeing sales 

70% sales to foreign 

customers - generated 

US 57 bill revenue, 

creating thousands of 

jobs, and thousands 

more in part factories 

Trade also 

important for 

countries -
growth, wealth 

and survival



Foreign direct investments (FDI) - investments made for the purpose of actively controlling

property, assets, or companies located in foreign host countries.

Country from which investment flows = home country.

Country to which investment flows = host country

Portfolio investments involve purchases of foreign financial assets (stocks, bonds,

certificates of deposit) for purposes other than control.

Capital flow from one 
place to another



Name a company involved in:

Example of FDI ____Logistics Busines / Computer Manufacturing________

Home country : Taiwan

Host country : Singapore, malaysia /  Mexico, China

Give one example of portfolio investment

_____shares in automotive / SUKUK = Islamic Bonds___________________________



A licensing agreement allows a firm in one 

country to use all or some of the intellectual 

property of a firm in a second country in 

exchange for a royalty payment.

A franchising agreement allows a firm in 

one country to use the brand names, logos, 

and operating techniques of a firm in a 

second country in exchange for a royalty 

payment. 

Management contracts involve an 

agreement in which a firm in one country 

agrees to operate facilities or provide other 

management services for an agreed-upon 

fee.

Any examples you can 

think of for each one?



Extent of internationalization

MNC - engages in FDI, owns or 

controls value-adding activities in 

more than one country, buy 

resources, create goods and/or 

services, and sell goods and 

services in many countries

Control and coordination - mainly 

headquarters with subsidiaries 

making adjustments as 

necessary.

Non-corporations may 

sometimes be known as 

multinational enterprises 

(MNEs), while not-for-profits 

are sometimes known as 

multinational organizations 

(MNOs).







“the inexorable integration of markets, 

nation-states, and technologies…in a 

way that is enabling individuals, 

corporations, and nation-states to reach 

around the world farther, faster, 

deeper, and cheaper than ever before.” 

1. International Trade

2. International direct investment 

Primary vehicles



Dramatic growth of 

international trade over 

last several decades

Global recession - 2009, 

trade volumes decreased 

more than the world’s 

GDP did, thus causing 

the ratio of trade to GDP 

to fall

1960 - merchandise trade 

accounted for 9 percent of 

the total GDP of the 

world’s nations, by 2017 

it represented 22 percent. 



Growth in FDI has also 

been tremendous

By 2017, the stock of 

FDI equaled almost 39 

percent of those years 

GDP



Why expand 

internationally?



Skills and knowledge successful in 

one country - expand to further 

benefit from those skills

Price and availability of materials, land, 

labor, capital, and technology varies 

across countries, acquire resources or 

produce more efficiently by expanding 

internationally

Sales can be increased by 

expanding to markets beyond the 

firm’s home country’s borders

Not conceding to a rival, when one 

firm expands into a new market, other 

firms in the same industry may follow





Today focus moved from traditional 1st 
world markets to emerging markets



What are BRIC countries?

What are Big Ten countries?

Brazil, Russia, India, and China 

Argentina, Brazil, China, India, Indonesia, Mexico, 

Poland, South Africa, South Korea and Turkey

See Table 1.2







Pop Quiz

What makes a firm global in its outlook? Do you think technology,

and cultural and political changes affect the orientation of a firm?



Possible Answer

What makes a firm global in its outlook? Do you think technology, and cultural and political

changes affect the orientation of a firm?

A truly global firm is:

• One that has embraced the growth of technology as an enabler of business across

borders.

• A firm that has learned to adapt to changes in the political environment.

• A firm that maintains a “global mindset” in terms of its supply chain, its customers, and its

markets.

The CAGE model (described in the book) can be used to discuss how cultural and political

changes can impact a global firm. Global firms need to choose where they operate, and how

they operate on a wide variety of inputs from the environment. Global firms also need to

understand the extent to which they understand diversity of cultures and markets, and integrate

this into their operations.




