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Introduction to Business
Lecture notes/study guide

Chapter 3 - Competing in the Global Marketplace
3.1 Global Trade in the United States
· What does it mean to have a global vision?
· What does a global vision enable managers to do?
· How does international business impact the U.S. economy?
· Why should global trade be concerned with terrorism?
· Key measures of international trade.
· What is the difference between exports and imports?
· Why is it important to know these differences?
· What is it called when there is a difference between the value of a country’s exports and imports during a specific time?
· Explain the difference between trade surplus and trade deficit.
· What does a country have to take into consideration when determining their balance of payments?
· Significance of a country’s balance of payments?
· Why is it important to know the exchange rate of one country’s currency in relation to another country’s currency?
· How do appreciation and depreciation affect the prices of a country’s goods?
· What is a floating exchange rate?
· How do countries benefit from this?
· What is devaluation?
· Why would a country use devaluation?
· What happens when a country’s currency is undervalued?

3.2 Why Nations Trade
· Why is trade between nations beneficial?
· Specialization in trade is called ______________________
· Define absolute advantage ________________________________________________
· Principle of comparative advantage, how does it benefit countries?
· What is the difference between free trade and protectionism?
· Why do people fear trade?
· What can result from too much trade?
· What is outsourcing and how does it relate to trade?
· What are some ways globalization is considered beneficial?

3.3 Barriers to Trade
· Purpose of the barriers to trade.
· What types of barriers to international trade are there?
· Natural barriers to trade,
· Define tariff ______________________________________________________________
· Why do countries impose tariffs?
· Purpose of a protective tariff.
· What are the arguments for and against tariffs?
· Are there other tools the government can use besides tariffs to restrict trade?
· Define import quota _______________________________________
· Why would the government impose an import quota?
· What is a complete ban against importing or exporting a product called?
· Why would the government impose a ban?
· Define buy-national regulations ______________________________
· When does the government typically implement buy-national regulations?
· Purpose of the exchange control laws.
· How does limiting imports and encouraging exports help the government?

3.4 Fostering Global Trade
· What do U.S. firms do to ensure they are able to compete on an equal basis with foreign firms in international trade?
· Define dumping __________________________________________________________
· What type of dumping most concerns industrialized countries?
· What is Uruguay Round?
· When was it adopted and how many nations participate?
· What does it cover?
· What does WTO stand for?
· What did it replace and why?
· Two international financial organizations that help foster global trade.
· How are the lending practices of the World Bank different then the International Monetary Fund (IMF)?

3.5 International Economic Communities
· Define bilateral trade agreement____________________________________________
· What types of agreements might be considered, between two countries, to lower trade barriers?
· Purpose of the preferential tariff.
· What do free-trade associations allow in the free-trade zone?
· What is the world’s largest free-trade zone?
· Three countries make up NAFTA.
· Name the largest new trade agreement.
· What countries comprise Mercosur?
· Name the newest free trade agreement.
· Who are its members?
· What does the EU represent?
· How many members does the European Union have?
· What is the pooling of sovereignty called?  
· Why is this beneficial to the EU members?
· What major event happened in 2016 in relation to the EU?
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3.6 Participating in the Global Marketplace.
· How can companies participate in the global marketplace?
· What is the least complicated and least risky alternative available to enter the global marketplace?
· Define exporting _________________________________________________
· What is licensing? 
· What is a form of licensing that has grown rapidly in recent years?
· What is it called when a foreign firm manufactures private-label goods under a domestic firm’s brand?
· Why is contract manufacturing beneficial?
· What is a joint venture?
· Advantages and disadvantages of a joint venture.
· Direct foreign investment has the greatest potential for reward, but also for risk. Why?
· Why would a firm choose to direct foreign investment?
· Form of international trade does not involve cash.

3.7 Threats and Opportunities in the Global Marketplace
· Three global marketplace threats and opportunities.
· Why might the political structure of a country be considered a threat?
· What is nationalism and how does it influence foreign producers?
· What aspects of cultural differences impact the global marketplace?
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· Economic variables that impact the global marketplace.
· What is infrastructure and why is it important?
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3.8 The Impact of Multinational Corporations
· Why do multinational corporations have so many advantages over other companies?
· What are the advantages?
· How are they able to overcome trade problems?
· What is one way to sidestep regulatory problems?
· Why would a multinational company shift production from one plant to another?
· How does being a multinational corporation benefit from new technology?
· How can being a multinational corporation decrease labor costs?
· Largest multinational corporations.
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3.9 Trends in Global Competition
· Why is it important to know the underlying trends that will affect world trade growth?
· What current underlying trends are propelling the dramatic growth in world trade?
· Why is it important for managers to understand their markets growth potential?
· How important is resource acquisition in the global marketplace and why?
· Two countries that are impacting the global marketplace.
· How are these two countries impacting the global marketplace?
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* Gross National Income is the value of the final goods and services produced by a country
(Gross Domestic Product) together with its income received from other countries (such as
interest and dividends) less similar payments made to other countries.

Final goods are the goods ultimately consumed rather than used in the production of another
good. For example, a car sold to a consumer is a final good; the components, such as tires sold to
the car manufacturer, are not. They are intermediate goods used to make the final good. The
‘same tires, if sold to a consumer, would be a final good.

Sources: Some data refers to IMF staff estimates and some are actual figures for the year 2017,
‘made on April 12, 2017. Adapted from the World Economic Outlook Database—April 2017,
International Monetary Fund, accessed on April 18, 2017,
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RANK COMPANY Revenues ($M) Home Country

1 Walmart $482,130 United States
2 State Grid $329,601 China

3 China National Petroleum $299271 China

4 Sinopec Group $294,344 China

H Royal Dutch Shell $272,156 Netherlands
6 Exxon Mobil $246,204 United States
7 Volkswagen $236,600 Germany

8 ‘Toyota Motor $236,592 Japan

9 Apple $233,715 United States
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DO:

Always present your business card with both hands in Asian
countries. It should also be right-side-up and print-side-
showing so that the recipient can read it as it is being
presented. If you receive a business card, accept it with
gratitude and examine it carefully. Don't quickly put it into
your pocket.

Use a “soft-sell” and subtle approach when promoting a
product in Japan. Japanese people do not feel comfortable
with America's traditional hard-selling style.

Understand the role of religion in business transactions. In
Muslim countries, Ramadan is a holy month when most
people fast. During this time everything slows down,
particularly business.

Have a local person available to culturally and linguistically
interpret any advertising that you plan to do. When American
Airlines wanted to promote its new first-class seats in the
Mexican market, it translated the “Fly in Leather” campaign
literally, which meant “Fly Naked"” in Spanish.

DON'T:

Glad-hand, back-slap,
and use first names on
your first business
meeting in Asia. If you
do, you will be
considered a
lightweight.

Fill a wine glass to the
top if dining with a
French
businessperson. Itis
considered completely
uncouth.

Begin your first
business meeting in
Asia talking business.
Be patient. Let your
clients get to know you
first.
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