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Introduction to Business concepts
Types of Businesses
· Manufacturing 
· Merchandizing
· Services business.
There are three types of business organizations
· Proprietorship
· Partnership
· Corporation
Formation of Corporations
· Promotion Stage
· Incorporation Stage
· Raising of Capital Stage
· Commencement of Business Stage
What is MNC
· A multinational corporation (MNC) or enterprise (MNE), is a corporation or an enterprise that manages production or delivers services in more than one country. It can also be referred to as an international corporation. 
· An MNC as a corporation that has its management headquarters in one country, known as the home country, and operates in several other countries, known as host countries. 
Goals of MNC
· A commonly accepted goal of an MNC is to maximize shareholders wealth.
· “ most common form of ownership of US. Based MNCs, and it enables financial managers throughout the MNC to have single goal of maximizing the value of the entire MNC instead of maximizing the value of any particular foreign subsidiary.”
Constraints interfering with the MNC’s Goal
· Environmental Constraints
· Building Codes, Disposal of production waste materials and pollution control
· Regulatory Constraints
· Taxes, currency convertibility, earnings remittance, employee rights, and other policies that affect cash flows of a subsidiary established  there
· Ethical Constraints
· There is not consensus on standard of business conduct that applies to all countries. A business practice is perceived to be unethical in one country may be totally ethical in another. 
Managing within the constraints
· Using the world wide code whatever the cost companies have to bear just to enhance their credibility in the markets.
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Theories of International Business
Theory of Comparative Advantage
· When a country Specializes in some products, it my not produce other products, so trade between countries is essential. 
· American, European Technology
· Chinese cheap labor market
Imperfect Markets
· Real world suffer from imperfect market conditions where factors of production are somewhat immobile. There are costs and often restrictions related to the transfer of labor and other resources used for production. There may also be restrictions on transferring funds and other resources among countries.
· “ imperfect markets provide an incentive for firms to seek out foreign opportunities”.
Product Cycle Theory
· Firms become established in the home market as a result of some perceived advantage over existing competitors, such as a need by the market for at least one more supplier of the product.  Information about market and competition is more readily available at home. 
· Firms will export the products and ultimately produce the products in the foreign markets to reduce its cost i.e. transportation cost, labor cost etc. 
International Business Methods
· International Trade
· Import and export of products
· Licensing
· It obligates a firm to provide its technology (copyrights, patents, trademarks, or trade names) in exchange for fees or some other specified benefits
· Franchising
· It obligates a firm to provide a specialized sales or service strategy, support assistance and possibly an initial investment in the franchise in exchange for periodic fees.
· Joint Ventures
· A joint venture is a venture that is jointly owned and operated by two or more firms.
· Acquisitions of Existing operations
· Firms can also penetrate foreign markets by establishing new operations in foreign countries to produce and sell their products. Acquisitions allow firms to have full control over their foreign businesses and to quickly obtain a large portion of foreign market share
· Establishing new foreign subsidiaries
· Establishing new subsidiaries may be preferred to foreign acquisitions because the operations can be tailored exactly to the firm’s needs. 
Business Strategies
A business strategy is an integrated set of plans and actions designed to enable the business to gain an advantage over its competitors, and in doing so, to maximize its profits.
Under a low-cost strategy, a business designs and produces products or services of acceptable quality at a cost lower than that of its competitors.
Under a differential strategy, a business designs and produces products or services that possess unique attributes or characteristics which customers are willing to pay a premium price.
Business Stakeholders
A business stakeholder is a person or entity having an interest in the economic performance of the business.
· Owners
· Banks
· Customers
· Government Agencies etc
Purpose of Information
· Investors want to know if a company is a good investment.
· Creditors want to know if they should extend credit, how much to extend, and for how long.
· Managers want to know if a new product will be profitable.
· Owners want to know which employees are productive.
· Government regulators want to know if financial statements conform to requirements.


International opportunities
· Opportunities in Europe
· Single European Act of 1987
· Removal of the Berlin Wall 1989 (East and West Germany)
· Inception of the Euro in 1999
· Expansion of the European Union in 2004
· Opportunities in Asia
· Removal of Investment restrictions in 1990
· Impact of the Asian Crisis in 1997
· Opportunities in Latin America
· NAFTA in 1993 between US and Mexico
· Removal of Investment Restrictions 
Exposure to International Risk
· Exposure to Exchange Rate Movements
· Exposure to Foreign Economies
· Exposure to Political Risk
MNCs Focused on International Trade, International Arrangements and Direct Foreign Investment
	Payments received for Products 
	US Customers 

	Payments Made for Supplies 
	US Businesses 

	Payments received for Exports 
	Foreign Importers 

	Payments made for Imports 
	Foreign Exporters 

	Fees Received for Services  provided 
	Foreign Firms 

	Expenditures resulting from services provided 
	Foreign Firms 

	Funds Remitted Back to US parent 
	Foreign Subsidiaries 

	Funds Invested in Foreign Subsidiaries 
	Foreign Subsidiaries 
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