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Module I: General Concepts 

 

Special features of international business – reasons for IB – Difference in 

endowments, cultures, currencies, technologies, wages, tastes, language – 

understanding world map – location of countries, their capital, currencies. 

 

 

INTRODUCTION  

Any business that involves operations in more than one country can be called an 

international business. International business is related to the trade and investment operations 

done by entities across national borders. 

Firms may assemble, acquire, produce, market, and perform other value-addition-operations on 

international scale and scope. Business organizations may also engage in collaborations with 

business partners from different countries. 

Apart from individual firms, governments and international agencies may also get involved in 

international business transactions. Companies and countries may exchange different types of 

physical and intellectual assets. These assets can be products, services, capital, technology, 

knowledge, or labor. 

Note − in this tutorial, we are primarily focusing towards business operations of the individual 

firm. 

MEANING 
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 There are two way of looking at the tern international business one in the action and the 

actor.  As an action international business refers to the type’s process, scale, governances and 

other aspects of carrying out international business. As referring to actor international business 

refers to the entry.  Carrying out the international business 

 The management of the business operations for an organization the conducts business in 

more one country.  International management requires knowledge and skill above and beyond 

normal business expertise.  Such as familiarity with the business regulations of the nations in 

which the organization operates, understanding of local customers and laws and the capability 

to conduct transaction that may involve multiple currencies. 

 International business conducts business transaction all over the world.  These 

transactions include the transfer of good, services, technology, managerial knowledge and 

capital tom other countries.  International business involves exports and imports. 

International business is also known called or referred as a global business or and 

international marketing. 

DEFINITION 

 According to international business journal international business is a commercial 

enterprise that performs economical activity beyond that bounds of its location, has branches in 

two or more foreign countries and makes use of economic, cultural, political, legal and other 

differences between countries. 

FEATURES 

1. large scale operations 

In international business all the operations are conducted on a very huge scale production 

and marketing activities, are conducted on ma large scale. It first self its goods in the local 

market. then the surplus goods are exported.  

 

 

2. Integration of economies 
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\ International business integrates (combine) the economies of many countries. This is 

because it user finance from one country, labour, from another country and in frantucture from 

another country. It design the product in one country, produces in parts in money different 

countries and assembles the product in another country. It sells the product in many countries, 

i.e. in the in the international marked. 

3. Dominated by developed countries and MNCs 

International business is dominated by developed countries and their multinational 

corporations (MNCs) At present MNCs from USA, Europe and Japan dominate (fully 

control) foreign trade. This is because they have large financial and other resources. They 

also have that best technology and research and development (R&D) they have highly 

skilled employees and managers because they give very high salaries and other benefits. 

Therefore they produce good quality goods and services at low prices. This helps that to 

capture and dominate that world market. 

4. Benefits to participating countries       

 International business gives benefits to all participating countries. However. the 

developed (rich) countries get the maximum benefits. The developing (poor) countries also 

get benefits. They get foreign capital and technology. They get rapid industrial 

development. They get more employment opportunities. All this results in economic 

development of the developing countries. Therefore, developing countries open up their 

economies through liberal economic policies. 

5. Keen Competition 

International business has to face keen (too much) competition in the world market.  The 

competition is between unequal partners i.e. developed and developing countries.  In this 

keen competition, developed countries and their MNCs are in a favorable position 

because they produce superior quality goods and services at very low prices.  Developed 

countries also have many contacts in the world market.  So, developing countries find it 

very difficult to face competition from developed countries. 

 

6. Special role of Science and Technology 
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International business gives a lot of importance to science and technologies.  Science 

Technologies (S&T) keep the business to have large scale production.  Developed 

countries use high technologies.  Therefore the dominate global business.  International 

business helps that no transfer.  Such top high-end technologies to the developing 

countries. 

7. International restrictions 

International business faces many restrictions on the inflow and outflow of capital 

technology and goods.  Many governments do not allow international business to enter 

their countries.  They have many trade blocks, tariff, barriers, foreign exchange 

restrictions etc., All this is harmful to international business.\ 

8. Sensitive nature 

The international business is very sensitive in nature.  Any change in the economic 

policies, technology, political environment, etc., has a huge impact on it.  Therefore 

international business must conduct marketing research to find out and study these 

change.  They must adjust their business activities and adapt accordingly to survive 

changes. 

 

SCOPE OF INTERNATIONAL BUSINESS 

Foreign Investments 

Foreign investment is an important part of international business. Foreign investment contain 

investments of funds from the abroad in exchange for financial return. Foreign investment is 

done through investment in foreign countries through international business. Foreign investments 

are two types which are direct investment and portfolio investment. 

Exports And Imports Of Merchandise 
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Merchandise are the goods which are tangible. (those goods which can be seen and touched.) As 

mentioned above merchandise export means sending the home country’s goods to other countries 

which are tangible and merchandise imports means bringing tangible goods to the home country. 

Licensing And Franchising 

Franchising means giving permission to the new party of the foreign country in order to produce 

and sell goods under your trademarks, patents or copyrights in exchange of some fee is also the 

way to enter into the international business. Licensing system refers to the companies like Pepsi 

and Coca-Cola which are produced and sold by local bottlers in foreign countries. 

Service Exports And Imports 

Services exports and imports consist of the intangible items which cannot be seen and touched. 

The trade between the countries of the services is also known as invisible trade. There is a 

variety of services like tourism, travel, boarding, lodging, constructing, training, educational, 

financial services etc. Tourism and travel are major components of world trade in services. 

Growth Opportunities 

There are lots of growth opportunities for both of the countries, developing and under-

developing countries by trading with each other at a global level. The imports and exports of the 

countries grow their profits and help them to grow at a global level. 

Benefiting From Currency Exchange 

International business also plays an important role while the currency exchange rate as one can 

take advantage of the currency fluctuations. For example, when the U.S. dollar is down, you 

might be able to export more as foreign customers benefit from the favourable currency 

exchange rate. 

Limitations Of The Domestic Market 
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If the domestic market of a country is small then the international business is a good option for 

the growth of the business in the host country. Depression of domestic market firms will 

force to explore foreign markets. 

ADVANTAGE OF INTERNATIONAL BUSINESS 

Increased Revenues 

The revenues of the companies which are trading internationally are much more than the 

companies which are trading in the domestic country. The customers of the MNC’s are more 

because they have customers all over the world and their reach to customers is higher than the 

domestic companies. This leads to higher selling of goods in the global market and it leads to 

increased revenues of the company. 

Reaching New Customers 

International business is all about reaching new customers in the market of different countries. 

The domestic companies are restricted to their home customers and MNC’s are having a large 

customer base all over the world. MNC’s reach customers at a global level because they expand 

their business in different countries. Products of MNC’s are reached to the customers globally. 

Accessing New Talent 

The success of a company depends on the employees and management who are working with the 

company. This plays an important role in decision making and actions of the company. 

Expanding to the international level could give you access to talented, valuable employees and 

business partners who helps you in taking the enterprise to new heights. 

Optimum Utilization Of Available Resources 

International business reduces the wastage of resources as it works in the different countries and 

uses the resources of all the countries, they are working in. This leads to the optimum utilization 

of resources. Every country which is producing the goods are producing it at maximum 

advantage. 
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Benefits To Consumers 

In the international market, consumers can choose between domestic goods and international 

goods. Consumers can have a good quality of products at a low price compared to that of the 

quality and price of domestic products. Consumers have a large variety of goods to choose from 

according to their taste and preference.  

Product Flexibility 

If there is a product whose demand is less in the domestic market then it can be sold in the 

international market if there is demand for it in the foreign markets. The companies have to find 

countries in which the demand for their product is higher and they can also sell it on the higher 

prices if there is high demand. It can also offer a wide range of products in the global market. 

Brand Image 

If the company deals in the international market and target the customers of the different 

countries globally then the brand name is popularized among the country and it enhances your 

brand image in the foreign market. Image of the brand is enhanced by international growth and 

the rapid market boost leads to brand image development. It can also lead to expansion of 

property, copyrights, trademarks to new countries. 

 

CULTURE 

Cultural differences in international business ventures should be properly understood, to help an 

entrepreneur forge the necessary business ties by observing correct business etiquette. 

Starting a business outside the geographical boundaries of a country requires assessing a number 

of factors. Drawing up a business plan, assessing demand and supply, applying for loans and 

grants, getting permits and licenses and deciding on the location of the business are important 

issues that preoccupy the entrepreneur. Very often, an entrepreneur focuses only on the technical 

aspects and ignores the cultural aspects of a business. 
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A good business plan is useless, unless people believe in the success of the plan and are willing 

to do business with the entrepreneur. This is when cultural differences gain prominence. An 

entrepreneur who is unaware of the cultural differences in international business will find it 

exceedingly difficult to communicate with potential suppliers and buyers and foster relations, 

who are necessary for any business. 

Relationship between Cultural Differences and International Business 

Role of the Government and Bureaucracy 

This is an important factor that is often overlooked by American entrepreneurs, who expect 

minimal government intervention in the affairs of the private sector. Generally, in developing 

countries, the government plays an important role, and as a consequence, the private enterprise 

has to deal with red tape and bureaucracy. In fact, even in case of a few industrialized countries, 

the government and the private enterprise maintain close ties. For instance, it is a common 

practice in France, for retired government officials to occupy positions of responsibility in a 

private company. In case of South American countries, administrative complexity and 

bureaucracy are common problems that are encountered by an entrepreneur. 

Business Meetings 

The duration of the business meetings is generally long in Asian and South American countries. 

Whereas, in the U.S., meetings are short and to the point. Most business decisions in Asian and 

South American countries are taken after a lot of deliberation. Despite this, strict schedule is 

rarely drawn and disbursed. In Japan, business ethics demand punctuality; while being well-

prepared and getting the facts right is important in Germany. One should avoid setting up 

meetings well in advance, in case of South American countries, since there are frequent changes 

in schedule. Again, French business firms rely on long-term plans; while South American firms 

prefer short-term plans. 

Communication 



9 
 

In some countries, written communication is important; while others give preference to verbal 

communication. In Argentina and Brazil, verbal communication is very important. In France and 

Germany, written communication is desired. French lay great emphasis on grammatically correct 

communication; while Germans expect the business communication to be precise. Humor is 

often used in office communication in both Australia and the U.S., unlike Germany, Japan, and 

China. In the U.S., excessive modesty is neither appreciated nor desired; but in case of Asian 

countries, modesty is essential. Diplomacy is the key to good communication in Britain. 

Seniority, Meritocracy, and Decision-Making 

Seniority is given a great deal of importance in the Asian countries; while meritocracy is 

important in countries like U.S., Australia, and Germany. In France, a combination of seniority 

and meritocracy determines the promotions and importance of the individual in the organization. 

One should not assume that the senior-most person has the authority of making business 

decisions. This is especially true, in case of South American countries, where the decision-

making rules are not strictly defined. Even in an industrialized country like Britain, many times, 

authority and responsibility may be unclear, since the job descriptions are not precise. 

Gifts and Personal Favors 

Gifts and favors are common, in case of Asian and South American countries; unlike the U.S., 

where there are strict rules regarding exchanging favors within an organization. While 

Americans feel that gifts and favors affect impartial decision-making capacity, in Asian 

countries, exchanging favors is a way of life. 

Appreciating the cultural differences and making a conscious effort to adapt to the ways of a 

country is necessary for any flourishing business. Even seemingly unimportant practices in some 

countries, might assume a great deal of significance in others. For instance, in some countries, 

taking too much interest in the personal affairs of the subordinates may be considered rude; 

whereas, in a few Asian countries, it is expected, and the employees might disapprove if the 

employer maintains a strictly formal relationship. Of course, one cannot hope to master the 
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minutia of cultural differences, but can hope that a sincere apology will go a long way in 

smoothing the bumps along the path to cultural orientation. 

ENDOWMENTS 

 

What Is a Factor Endowment? 

A factor endowment represents how many resources a country has at its disposal to be 

utilized for manufacturing--resources such as labor, land, money, and entrepreneurship. 

Countries with large or diverse factor endowments are typically more wealthy and able to 

produce more goods than countries with small factor endowments. Factor endowments also 

affect the opportunity cost of specializing in producing certain goods relative to others. 

As a result of the differences and variation in a country's endowments, factor endowment 

theory states in economic reasoning that these different breakdowns of capital to labor will 

determine a country's comparative advantage and what to manufacture or specialize an economy 

on. 

A comparative advantage exists when the opportunity cost of specialization is lower than 

that of other nations. The existence of a comparative advantage is, in turn, affected by things 

such as abundance, productivity, cost of labor, land, and capital. Other factors also might 

influence a country's comparative advantage in practical terms, such as a highly developed 

financial system or economies of scale. 

Factor endowments are the land, labor, capital, and resources that a country has access to, 

which will give it an economic comparative advantage over other countries. 

Examples of Factor Endowments 

A simple example of a factor endowment with respect to land would be the presence of 

geographic scale or natural resources such as oil. Countries with abundant oil tend to export oil, 

redirecting internal resources toward producing the factor they have in quantity. Angola is an 

extreme example of such specialization: oil accounts for more than 90% of its exports. Other 

countries, such as the Democratic Republic of Congo (DRC), is one of the countries sitting on 

https://www.investopedia.com/terms/c/comparativeadvantage.asp
https://www.investopedia.com/terms/o/opportunitycost.asp
https://www.investopedia.com/terms/e/economiesofscale.asp
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Africa's copper belt, which holds two-thirds of the entire world's cobalt. Cobalt, used in 

rechargeable batteries for electronic gadgets like cellphones, laptops, and even electric cars, is in 

high demand--meaning, countries like the DRC have heavily relied on mining this resource, 

leading even to political tensions over this resource. 

On the other hand, countries such as the United States that own more acreage can 

diversify its efforts; capitalizing on soil-rich regions for agricultural production, while using the 

coasts for exports, and taking advantage of a larger population and labor force. 

Speaking of labor, labor is a key input in most products, from agriculture to cellphones, 

and its characteristics affect a country's comparative advantage. An abundant labor force means 

that a country has a lower opportunity cost of specializing in labor-intensive activities. A 

highly skilled labor force is more expensive and more productive than an unskilled labor force. 

For example, as China's labor force has grown more skilled, wages have risen and China has 

begun specializing in more complex manufactured goods. 

Changing Factor Endowments 

Factor endowments are not static. With education, for example, the characteristics of the labor 

force can change. The same holds true for investments in capital and infrastructure. Over time, 

both can affect a country's sources of comparative advantage. As a country develops more 

complex transportation systems, buildings, and public services, a labor force may be more 

available to take on complex jobs. 

Currencies 

U.S. Dollar (USD) 

Central Bank: Federal Reserve (Fed) 

Current Interest Rate: https://www.federalreserve.gov/releases/h15/ 

The Almighty Dollar 

Created in 1913 by the Federal Reserve Act, the Federal Reserve System—also called the Fed—

is the central banking body of the U.S. The system is itself headed by a chairman and board of 

https://www.investopedia.com/terms/s/skilled-labor.asp
https://www.investopedia.com/terms/u/unskilled-labor.asp
https://www.investopedia.com/terms/f/federalreservebank.asp
https://www.federalreserve.gov/releases/h15/
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governors, with most of the focus being placed on the branch known as the Federal Open Market 

Committee (FOMC). The FOMC supervises open market operations as well as the monetary 

policy or interest rates. 

The current committee is comprised of five of the 12 current Federal Reserve Bank presidents 

and seven members of the Federal Reserve Board, with the Federal Reserve Bank of New 

York always serving on the committee. Even though there are 12 voting members, non-

members—including additional Fed Bank presidents—are invited to share their views on the 

current economic situation when the committee meets every six weeks. 

Sometimes referred to as the greenback, the U.S. dollar (USD) is the home denomination of the 

world's largest economy, the United States. As with any currency, the dollar is supported by 

economic fundamentals, including gross domestic product (GDP), and manufacturing and 

employment reports. 

However, the U.S. dollar is also widely influenced by the central bank and any announcements 

about interest rate policy. The U.S. dollar is a benchmark that trades against other major 

currencies, especially the euro, Japanese yen, and British pound. 

Although the foreign exchange market is often billed as a banker's game, currencies can 

sometimes be great diversification for a portfolio that might have hit a bit of a rut. 

2. European Euro (EUR) 

Central Bank: European Central Bank (ECB) 

Current Interest Rate: http://www.ecb.int/stats/monetary/rates/html/index.en.html 

The Dollar's Nemesis 

Headquartered in Frankfurt, Germany, the European Central Bank is the central bank of the 19 

member countries of the eurozone. In a similar fashion to the FOMC, the ECB has a main body 

responsible for making monetary policy decisions, the Executive Board, which is composed of 

four members plus a president and vice-president. 

https://www.investopedia.com/terms/f/fomc.asp
https://www.investopedia.com/terms/f/fomc.asp
https://www.investopedia.com/terms/g/gdp.asp
https://www.investopedia.com/terms/e/europeancentralbank.asp
http://www.ecb.int/stats/monetary/rates/html/index.en.html
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The remaining policy heads of the ECB are chosen with the consideration that four of the 

remaining seats are reserved for four of the five largest economies in the system, which 

include Germany, France, Italy, Spain, and the Netherlands. This is to ensure that the largest 

economies are always represented in the case of a change in administration. The board meets 

approximately 10 times a year. 

In addition to having jurisdiction over monetary policy, the ECB also holds the right to 

issue banknotes as it sees fit. Similar to the Federal Reserve, policymakers can interject at times 

of bank or system failures. The ECB differs from the Fed in an important area: Instead of 

maximizing employment and maintaining the stability of long-term interest rates, the ECB works 

towards a prime principle of price stability, with secondary commitments to general economic 

policies. As a result, policymakers will turn their focus to consumer inflation in making key 

interest rate decisions. 

Although the monetary body is somewhat complex, the currency is not. Against the U.S. dollar, 

the euro (EUR) tends to be a slower currency compared to its colleagues (i.e., the British pound 

or Australian dollar). On an average day, the base currency can trade between 30 and 40 pips—

or percentages in point—with more volatile swings averaging slightly more, at 60 pips wide per 

day. 

Another trading consideration is time. Because the FX market is open 24/7, forex traders 

must strategically set FX trading schedules. Trading in the euro-based pairs can be seen during 

the overlap of London and U.S. sessions—which occurs from 2 a.m. through 11 a.m. EST. 

3. Japanese Yen (JPY) 

Central Bank: Bank of Japan (BoJ) 

Current Interest Rate: http://www.boj.or.jp/en/index.htm 

Technically Complex, Fundamentally Simple 

Established as far back as 1882, the Bank of Japan serves as the central bank to the world's third-

largest economy. It governs monetary policy as well as currency issuance, money 

market operations, and data/economic analysis. The main Monetary Policy Board tends to work 

https://www.investopedia.com/terms/b/basecurrency.asp
https://www.investopedia.com/articles/forex/08/forex-trading-schedule-trading-times.asp
https://www.investopedia.com/terms/b/bankofjapan.asp
https://www.investopedia.com/terms/b/bankofjapan.asp
http://www.boj.or.jp/en/index.htm
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toward economic stability, constantly exchanging views with the reigning administration, while 

simultaneously working toward its own independence and transparency. Meeting 12 to 14 times 

a year, the governor leads a team of nine policy members, including two appointed deputy 

governors. 

The Japanese yen (JPY) tends to trade under the identity of a carry trade component. Offering a 

low-interest rate, the currency is pitted against higher-yielding currencies, especially the New 

Zealand and Australian dollars and the British pound. As a result, the underlying tends to be very 

erratic, pushing FX traders to take technical perspectives on a longer-term basis. Average daily 

ranges are in the region of 30 to 40 pips, with extremes as high as 150 pips. To trade this 

currency with a little bit of a bite, focus on the crossover of London and U.S. hours (2 a.m. to 11 

a.m. EST). 

4. British Pound (GBP) 

Central Bank: Bank of England (BoE) 

Current Interest Rate: http://www.bankofengland.co.uk/ 

The Queen's Currency 

As the central bank of the United Kingdom, the Bank of England serves as the monetary 

equivalent of the Federal Reserve System. In the same fashion, the Council of Directors or 

governing body appointed by the Crown establishes a committee headed by the governor of the 

bank. Made up of five executive members and as many as nine others, the committee includes 

the chair and deputy chair and others appointed by the Chancellor of Exchequer. 

Meeting at least eight times a year, the Monetary Policy Committee (MPC) decides on interest 

rates and broader monetary policy, with primary considerations of total price stability in the 

economy. As such, the MPC also has a benchmark of consumer price inflation set at 2%. If this 

benchmark is compromised, the governor has the responsibility to notify the Chancellor of 

Exchequer through a letter, one of which came in 2007 as the U.K. Consumer Price 

Index (CPI) rose sharply to 3.1%. The release of this letter tends to be a harbinger to markets, as 

it increases the probability of contractionary monetary policy. 

https://www.investopedia.com/terms/forex/j/jpy-japanese-yen.asp
https://www.investopedia.com/terms/p/pip.asp
https://www.investopedia.com/terms/b/boe.asp
http://www.bankofengland.co.uk/
https://www.investopedia.com/terms/m/monetarypolicy.asp
https://www.investopedia.com/terms/c/consumerpriceindex.asp
https://www.investopedia.com/terms/c/consumerpriceindex.asp
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A little bit more volatile than the euro, the British pound (GBP)—also sometimes referred to as 

pound sterling or cable—tends to trade a wider range through the day. With swings that can 

encompass 100 to 150 pips, it isn't unusual to see the pound trade as narrowly as 20 

pips. Swings in notable cross currencies tend to give this major a volatile nature, with traders 

focusing on pairs like the British pound/Japanese yen and the British pound/Swiss franc. As a 

result, the currency can be seen as most volatile through both London and U.S. sessions, with 

minimal movements during Asian hours (7 p.m. to 4 a.m. EST). 

5. Swiss Franc (CHF) 

Central Bank: Swiss National Bank (SNB) 

Current Interest 

Rate: http://www.snb.ch/en/iabout/stat/statpub/zidea/id/current_interest_exchange_rates 

A Banker's Currency 

Different from all other major central banks, the Swiss National Bank is viewed as a governing 

body with private and public ownership. This belief stems from the fact that the Swiss National 

Bank is technically a corporation under special regulation. As a result, a little over half of the 

governing body is owned by the sovereign cantons or states of Switzerland. It is this arrangement 

that emphasizes the economic and financial stability policies dictated by the governing board of 

the SNB. Smaller than most governing bodies, monetary policy decisions are created by three 

major bank heads who meet on a quarterly basis. The governing board creates the band (plus or 

minus 25 basis points) of where the interest rate will reside. 

The Euro and Swiss Franc have an interesting relationship. Similar to the euro, the Swiss franc 

(CHF) hardly makes significant moves in any of the individual sessions. As a result, look for this 

particular currency to trade in the average daily range of 35 pips per day. High-frequency volume 

for this currency is usually pitted for the London session (2 a.m. to 10 p.m. EDT). 

6. Canadian Dollar (CAD) 

Central Bank: Bank of Canada (BoC) 

Current Interest Rate: https://www.bankofcanada.ca/core-functions/monetary-policy/key-

interest-rate/ 

https://www.investopedia.com/terms/s/swing.asp
https://www.investopedia.com/terms/s/swiss-national-bank.asp
http://www.snb.ch/en/iabout/stat/statpub/zidea/id/current_interest_exchange_rates
https://www.investopedia.com/articles/forex/06/centralbanks.asp
https://www.investopedia.com/articles/forex/06/eurchfrelationship.asp
https://www.investopedia.com/terms/b/bankofcanada.asp
https://www.bankofcanada.ca/core-functions/monetary-policy/key-interest-rate/
https://www.bankofcanada.ca/core-functions/monetary-policy/key-interest-rate/
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The Loonie  

Established by the Bank of Canada Act of 1934, the Bank of Canada serves as the central bank 

called upon to focus on the goals of low and stable inflation, a safe and secure currency, financial 

stability, and the efficient management of government funds and public debt. Acting 

independently, Canada's central bank draws similarities with the Swiss National Bank because it 

is sometimes treated as a corporation, with the Ministry of Finance directly holding shares. 

Despite the proximity of the government's interests, it is the governor's responsibility to promote 

price stability at an arm's length from the current administration, while simultaneously 

considering the government's concerns. With an inflationary benchmark of 2%, the BoC has 

tended to remain a shade more hawkish rather than accommodative when it comes to any 

deviations in prices. 

Keeping in touch with major currencies, the Canadian dollar (CAD), also called the loonie, tends 

to trade in similar daily ranges of 30 to 40 pips. Many currency prices and commodities move 

together, and one unique aspect of the CAD is its relationship with crude oil. The country 

remains a major exporter of the commodity, and as a result, plenty of traders and investors use 

this currency as either a hedge against current commodity positions or pure speculation, tracing 

signals from the oil market. 

7. Australian/New Zealand Dollar (AUD/NZD) 

Central Bank: Reserve Bank of Australia / Reserve Bank of New Zealand (RBA/RBNZ) 

Current Interest Rate: http://www.rba.gov.au/ and http://www.rbnz.govt.nz/ 

Always a Carry Favorite 

Offering one of the higher interest rates in the major global markets, the Reserve Bank 

of Australia has always upheld price stability and economic strength as cornerstones of its long-

term plan. Headed by the governor, the bank's board is made up of six members-at-large, in 

addition to a deputy governor and a secretary of the Treasury. Together, they work toward to 

target inflation of 2%, while meeting eleven times throughout the year. In a similar fashion, the 

Reserve Bank of New Zealand looks to promote inflation targeting, hoping to maintain a 

foundation for prices.  

https://www.investopedia.com/terms/b/benchmark.asp
https://www.investopedia.com/articles/forex/06/commoditycurrencies.asp
https://www.investopedia.com/articles/forex/06/commoditycurrencies.asp
https://www.investopedia.com/terms/r/reserve-bank-of-australia.asp
https://www.investopedia.com/terms/r/reserve-bank-of-australia.asp
https://www.investopedia.com/terms/r/reserve-bank-of-new-zealand.asp
https://www.investopedia.com/terms/r/reserve-bank-of-new-zealand.asp
http://www.rba.gov.au/
http://www.rbnz.govt.nz/
https://www.investopedia.com/terms/i/inflation.asp
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Both currencies have been the focus of carry traders, as the Australian and New Zealand dollars 

(AUD and NZD) offer the highest yields of the seven major currencies available on most 

platforms. As a result, volatility can be experienced in these pairs if a deleveraging effect takes 

place. Otherwise, the currencies tend to trade in similar averages of 30 to 40 pips, like other 

majors. Both currencies also maintain relationships with commodities, most notably silver and 

gold. 

8. South African Rand (ZAR) 

Central Bank: South African Reserve Bank (SARB) 

Current Interest Rate: http://www.reservebank.co.za/ 

Emerging Opportunity 

Previously modeled on the United Kingdom's Bank of England, the South African Reserve Bank 

stands as the monetary authority when it comes to South Africa. Taking on major responsibilities 

similar to those of other central banks, the SARB is also known as a creditor in certain situations, 

a clearing bank, and major custodian of gold. Above all else, the central bank is in charge of the 

achievement and maintenance of price stability. This also includes intervention in the foreign 

exchange markets when the situation arises.  

Interestingly enough, the South African Reserve Bank remains a wholly-owned private entity 

with more than 600 shareholders who are regulated by owning less than 1% of the total number 

of outstanding shares. This is to ensure that the interests of the economy precede those of any 

private individual. To maintain this policy, the governor and 14-member board head the bank's 

activities and work toward monetary goals. The board meets six times a year. 

Seen as relatively volatile, the average daily range of the South African Rand (ZAR) can be as 

high as 1,000 pips. But don't let the wide daily range fool you. When translated into dollar pips, 

the movements are equivalent to an average day in the British pound, making the currency a 

great pair to trade against the U.S. dollar—especially when taking into consideration the carry 

potential. 

https://www.investopedia.com/terms/s/south-african-reserve-bank.asp
http://www.reservebank.co.za/
https://www.investopedia.com/terms/c/creditor.asp
https://www.investopedia.com/terms/s/shareholder.asp
https://www.investopedia.com/terms/o/outstandingshares.asp
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Traders also consider the currency's relationship to gold and platinum. With the economy being a 

world leader when it comes to exports of both metals, it is only natural to see a correlation 

similar to that between the CAD and crude oil. As a result, consider the commodities markets in 

creating opportunities when economic data is scant. 

TECHNOLOGIES 

Technology has revolutionized the lives of consumers and businesses alike. The 

increased array of products on the shelves, the lowered cost of goods and services, and the 

ease of accessing information are just a few of the ways technology has enhanced society. The 

field of international business is particularly sensitive to technological innovations.  

Technology has revolutionized the lives of consumers and businesses alike. The 

increased array of products on the shelves, the lowered cost of goods and services, and the ease 

of accessing information are just a few of the ways technology has enhanced society. The field 

of international business is particularly sensitive to technological innovations. 

History 

In the early 1700s, international trade was impeded by economic forces that included 

wildly fluctuating currency exchange rates, handwritten correspondence via an unreliable 

postal service, and common supply-chain disruptions such as theft and vandalism of passing 

ships. Furthermore, as Douglas Irwin explains in a "Library of Economics and Liberty" article, 

imports used to be highly regulated and taxed to discourage countries from running trade 

deficits. Improvements in the legal system allowed for contracts with greater transparency and 

enforceability, and improvements in the mode of transportation allowed goods to be 

transported in less time. 

Identification 

The most important modes of technology in international business include electronic 

communication such as emails, texts, faxes and virtual conferences. Tracking methods for 

shipping and purchasing is another huge technological innovation, as it allows businesses to 
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verify the delivery of goods and the quantity of inventory purchased. Electronic spreadsheets 

and databases are other inventions that allow international companies to manage and store their 

information with greater ease. 

Considerations: Communication 

The improvement in technology regarding communication is a linchpin of international 

business. The ability to instantaneously communicate with a manager in China or a factory in 

Singapore, for example, allows companies to expand overseas. Though multinational 

companies existed before the Internet, the ease of communication allows companies to 

outsource their operations with greater assurance: Video monitoring of factory and working 

conditions, inexpensive conference calls to consultants working in different countries, emailed 

reports to foreign vendors, and cheap long-distance phone calls are just a few of the ways 

technology has facilitated international business trade and operations. 

Considerations: Logistics 

Multinational corporations have much more complex supply chains than local brick-and-

mortar businesses. International companies often have vendors, factories, customers and 

consultants in different parts of the globe. Keeping track of how a product is developed, 

manufactured, shipped and purchased can involve hundreds of steps in several countries. 

Technological innovations streamline the supply chain by allowing up-to-the-minute results on 

the assembly of a product, and global tracking technology highlights where the product is 

moving. RFID technology assists companies such as Wal-Mart Stores with inventory control. 

Jack Plunkett, author of “Plunkett’s Transportation, Supply Chain and Logistics Almanac,” 

states that Wal-Mart mandated 600 of its suppliers to implement RFID technology to track and 

monitor deliveries and shipments. 

Benefits 

Technology allows companies to produce products for less money. As Sudalaimuthu and 

Anthony Raj explain in the textbook “Logistics Management for International Business,” the 

cost of shipping goods can account for 25 percent of production costs; thus, the reduction in 
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the cost of shipping significantly decreases the cost of producing goods. Furthermore, 

companies have a wider selection of vendors from which to choose which lowers the cost as 

well. For instance, technological innovations enable a clothing company to choose from textile 

plants in Vietnam, Singapore, Taiwan and several other locations. The increased selection 

lowers the cost as these foreign companies bid against the others for contracts.  

The Effects of Advances in Transportation Technology on Global Business 

 

Transportation of goods is one of the most important issues of international trade, as the speed 

of delivery and preservation of products' quality are major success factors for companies. For 

this reason, businesses turn to reliable shipping companies that use the latest technological 

advancements to ensure safe and efficient delivery. From the invention of rail transport to 

modern tracking systems, transportation technology has brought a revolution in global 

business. 

Faster Speed of Delivery 

The term "transportation technology" refers to all advancements since the invention of the 

wheel. However, the invention of rail transport was the turning point for international trade. It 

allowed fast delivery of goods within days or weeks instead of months, as was the case with 

carriages. The invention of the internal combustion engine made trade possible in places not 

served by railway. Furthermore, modern cargo airplanes have made it possible to transport 

goods between continents in a matter of hours. 

Sensor Telemetry 

A major concern for businesses from the time they authorize a shipment until they receive 

feedback from the buyer is the condition of the products and the progress of the delivery. 

Digital wireless sensor telemetry technology now provides senders with information on the 

cargo en route, including its destination, the speed at which it is moving, and the temperature 

of its environment. This technology allows businesses to track shipments and communicate 

with a shipping company in case of delays or harmful conditions for the goods. 
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Accessibility of International Trade 

Faster transportation methods have made exports an important aspect for businesses seeking to 

expand into new markets. Companies for which domestic demand is not sufficient, such as 

Microsoft, Apple or Samsung in South Korea, rely on fast and reliable transportation options 

for continued growth. According former New Jersey Secretary of Agriculture, Charles M. 

Kuperus, international trade allowed agricultural businesses to contribute $68.7 billion to the 

U.S. economy in 2006. 

Globalization in Production 

Product instructions are most often written in multiple languages these days. Since 

technological advancements in transportation have made international trade easier and faster in 

recent decades, companies have focused on making their products attractive and accessible to 

consumers of diverse markets. 

Two Mark questions 

1. What is meant by International Business? 

2. Define International Business? 

3. How many features of International Business? 

4. Short note on endowment 

5. Define wages 

6. Short note on language 

7. Short note on technologies 

8. Short note on currencies 

 

 

 

 


