GLOBAL BUSINESS
Internationalisation is measured in terms of:

· Trade

· Exports

· Imports

· Cross border investment flows

· International alliances and partnerships with foreign firms

· Protectionism

· Export/import diversification

GLOBAL BUSINESS:

Involves all commercial activities between 2 or more countries

Commercial activities may be undertaken by private companies with view of profit making or

By government organisations where profit may not be the motive

	Commercial activities
	Movement of resources, goods, services and skills over international borders

	Resources
	Raw materials, capital, people and technology

	Goods
	Half finished and finished products

	Services
	Accounting, advertising, communications, computer services, education, training, legal opinion, banking activities, advisory services

	Skills
	Management and technical skills


Types of international business:
a. Merchandise exports and imports

b. Service exports and imports

c. Tourism and transportation

d. Use of assets

e. Investment [direct and portfolio investment, licensing concessions, turnkey investment, cooperative agreements]

f. Multinational enterprises

TRENDS IN THE INTERNATIONALISATION OF BUSINESS

Technological renewal

Rediscovery of capitalism

Development of service industry

Development of regional trading blocs

Increasing ties between different economies

International industries are becoming increasingly competitive

Unstable international political climate

Changing demographic patterns and impact of AIDS

Outsourcing

Privatisation

Changing value system

MACRO ECONOMIC THEORIES OF INTERNATIONAL BUSINESS

	Theory of comparative advantage – comparative cost benefits in international trade
	Technological renewal and production expertise
	The trade cycle
	Multinational agreements and organisations

	Why do countries trade with 1 another rather than each meeting their own needs?
	Technological renewal makes it possible to expand peoples skills
	
	Multinational agreements are a result of realisation that countries are becoming more interdependent

	All countries possess various resources in varying quantities and forms –


	Training and traditional expertise in certain industries mean that people skills grow more quickly in some countries than others
	Phase 1

Product is developed in reaction to identified need in the market and exported by country which developed it
	Measure of consistency and uniformity is necessary to ensure and international flow of goods and services

	This results in different cost structures

And different prices for converting resources into manufactured products
	
	Phase 2

Increased exports by innovating country

Competition increases and there is some overseas production
	

	Because of these differences 1 country has comparative cost benefit over others when it comes to exploitation of resource or manufacturing a product
	
	Phase 3

Product reaches maturity

Drop in exports from innovating country

Production begins in less developed countries where costs are lower
	

	Countries tend to:

EXPORT products with GREATEST COMPARITIVE ADVANTAGE BENFIT [smallest comparative disadvantage]
	
	
	

	IMPORT those products with SMALLEST comparative benefit

[greatest disadvantage]
	
	Phase 4

Final stage in product life cycle

Market begins to decline
	

	Multinational enterprises developed as result of principle of comparative advantage – which enables them to benefit from exploitation of natural resources or manufacturing and distribution possibilities in other countries
	
	Increased production in less developed countries

Innovating country becoming net importer of the product
	

	Examples:  Liberty Life, Rembrandt, Anglo American
	
	
	


	Theories of direct foreign investment

FDI
	Oligopoly model


	International transfer of resources
	Balance of payments

	FDI is usually the outcome of company moving beyond borders of its own home country to purchase and control business activity in another country – host country
	Where there are only small number of sellers
	International business is influenced by transfer of resources over national borders
	Trade balance between countries is reflected in a favourable or unfavourable balance of payments

	International movement of capital is important macro-economic determinants in international business community
	They tend to make considerable investment in foreign markets
	These resources include technology, management, capital, labour, and natural resources
	If balance of payment is unfavourable – economic growth is put under pressure – as imports [incl. Imports of capital goods ] required for domestic industrial growth have to be limited

	Capital flow points to foundation of direct investment –

where capital will move from 1 country to another
	Operate on large scale
	
	Alternative for the shortfall:

Eliminated by net inflow of foreign loans

	In reaction to differences in marginal productivity of capital

=
	
	
	If loans are difficult to obtain:

	Capital will flow from where it is abundant to where it is scarce or
	
	
	· Lower economic growth rate

· Intensified efforts to increase exports

	country where rate of return is low to country where rate of return is high


	
	
	

	Factors influencing foreign investment:
Political stability

Economic performance

Attitude towards investors

Government policy

Infrastructure

Labour issues

Banking and finance

Government bureaucracy

Business environment

Quality of life
	
	
	


