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Chapter 5 What Is International Business?

I. Learning Objectives

" To learn the definitions of business and international business;

" To grasp some basic theories related to international business, such as absolute advantage and comparative advantage;

»  To grasp the main idea and the structure of the text;

" To master the usage of key special terms, words and phrases in this chapter;

" To conduct a series of listening, speaking, reading, writing and translating activities concerned with the theme of the
chapter.

I1. Introduction

Whether you are a businessmen or not, you have some business dealings everyday. Maybe you don’t believe
y > Y g yaay ybe y

this, but it’s true. We are all part of this business world and involved in the business activities in some way.
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II1. Main points of the text

Al

Most people are involved in selling something,.

the purpose of business

what is international business

the rationale for internation business nations centers around specialization and manufacturing
differences between absolute advantage and comparative advantage

IV. Background and terminology

1.

patent

a legal document granted by the government giving an inventor the exclusive right to make, use, and sell
an invention for a specified number of years. In the United States, patents last for 20 years. The goal of
the patent system is to encourage inventors to advance the state of technology by awarding them special
rights to benefit from their inventions. Patent law is one branch of the larger legal field known as
intellectual property, which also includes trademark and copyright law. Patent protection has great
economic importance to a number of industries that rely on technological innovation to remain
competitive, such as the chemical, pharmaceutical, and computer industries.
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2. know-how
knowledge of how to do something correctly and efficiently; expertise; technical knowledge, such as product
design, production procedure, operation and testing methods, composition of ingredients, project design, managerial
knowledge, etc.
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3. absolute advantage
In 1776 the Scottish economist Adam Smith, in The Wealth of Nations, proposed that specialization in
production leads to increased output. He believed that in order to meet a constantly growing demand
for goods, a country's scarce resources must be allocated efficiently. According to Smith's theory, a
country that trades internationally should specialize in producing only those goods in which it has an
absolute advantage—that is, those goods it can produce more cheaply than can its trading partners.
The country can then export a portion of those goods and, in turn, import goods that its trading
partners produce more cheaply. Smith's work is the foundation of the classical school of economic
thought.
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4. comparative advantage
economic theory, first developed by David Ricardo of England, that attributed the cause and benefits
of international trade to the differences among countries in the relative opportunity costs of
producing the same commodities. In Ricardo's theory, which was based on the labor theory of value
(in effect, making labor the only factor of production), the fact that one country could produce
everything more efficiently than another was not an argument against international trade.
b S TN S e NI B S S E Rk e S o 3L i e DU NETE LTS S CIEAYE T
IR LSS AR AN AL, W] 7 R4 [ B 5 5 PR B ORI Ak o 25 el (0 B N AE 55 BN (i 18
fdtht 2 b (SEfr b, 97l A i — 2500, I, —NE ST ] e AT b
FTA = ih, I FFANE SO [ B 52 2 MG o

5. natural resources

Natural resources, including plants, animals, mineral deposits, soils, clean water, clean air, and fossil
fuels such as coal, petroleum, and natural gas, are grouped into two categories, renewable and
nonrenewable. A renewable resource is one that may be replaced over time by natural processes, such
as fish populations or natural vegetation, or is inexhaustible, such as solar energy. The goal of
renewable resource conservation is to ensure that such resources are not consumed faster than they
are replaced. Nonrenewable resources are those in limited supply that cannot be replaced or can be
replaced only over extremely long periods of time. Nonrenewable resources include fossil fuels and
mineral deposits, such as iron ore and gold ore. Conservation activities for nonrenewable resources
focus on maintaining an adequate supply of these resources well into the future.
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. multinational corporations

Multinational corporation, also called transnational corporation, refers to any corporation that is
registered and operates in more than one country at a time. Generally the corporation has its
headquarters in one country and operates wholly or partially owned subsidiaries in one or more other
countries. The subsidiaries are responsible to central headquarters.

ZE R, WRRESE A, AR L EESGEM IS E P A E . R IZA
CIRE S MESE $7° & S 54PN il 1N FEE7 R =1V 2 NS S = B e i1 s YS9 /A P /N
B PSR/

. economic blocs ZFFEH]
bloc: A group of nations, parties, or persons united for common action:
el HILAATEh g S AE 20— HER. IR A
nations in the Communist bloc. 377 3= X F 1) E %
the farm bloc in the U.S. Senate. 3 [ Z 1 B A& MV £E [4]

. Saudi Arabia
a monarchy in southwestern Asia with an area of approximately 2,248,000 square kilometers,
occupying about four-fifths of the Arabian Peninsula. Saudi Arabia is a land of vast deserts and little
rainfall. Huge deposits of oil and natural gas lie beneath the country’s surface. Saudi Arabia was a
relatively poor nation before the discovery and exploitation of oil, but since the 1950s income from
oil has made the country wealthy. The religion of Islam developed in the 7th century in this country.
The Kingdom of Saudi Arabia was founded in 1932 by Abdul Aziz ibn Saud, and it has been ruled
by his descendants ever since.
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. South Africa
South Africa is the southernmost country in Africa. South Africa has a diverse and dramatic
landscape. Most of the interior is covered by high plateaus, which are separated from the country’s
long coastline by chains of tall mountains. South Africa is rich in minerals such as gold and diamonds,
and its industrial base grew up around the mining industry.
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10. Business and International Business
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Business is an organized approach used by individuals or companies for the purpose of providing
goods and services to people; International business is the worldwide exchange of goods and services
among nations
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V. Language Points

1. Most people who work for a living are either directly or indirectly involved in selling something.

K%ﬁkﬁwi%ﬂﬁ%ﬁ%i@%%%%ﬁ%%ﬁWM$ AR
AA)IEE Bl & “are. . .involved in. “cither directly or indirectly” HAEIR1E -

“who work for a living” & & 1 M/j ﬂgffﬁfﬂi H“most people”.

involve somebody in (doing) something: to ask or allow someone to take part in something i (&
) RAZIHT, eg

Try to involve as many children as possible in the game.

AT HE 2 $REE TR SN AT AR

be/get involved in: to take part in an activity or event, or be connected with it in some way; Z /I3
s, TRFARE eg

@. If you don’t want to be involved in this argument, the best choice is keep silent.

WARIRAES 5518, Ba IMER R RFFIIER.

2. (Biz) More than 30 software firms were involved in this project.

30 ZHRPMAFESE TEANIH .

2. As a result, when we really examine what goes on in the business world it becomes obvious that
we are all part of it.
WUR I I EEEXA AL s R s Ve, g iwm oy W AT TR NS o i —3 70
ARA)EH LA “when we really examine. ..the business world” & EAtPRiE ONAD; ZERIE M
A, “what goes on the business world” 2R M AT “it becomes obvious that ... it.” e A) K E
f); FAIEk 2 BT, “that-clause” & HIE ) F 1.

3. Business is an organized approach used by individuals or companies for the purpose of

providing goods and services to people.
ﬁ&m%ﬁAYA7IWLﬂﬁ@mMHﬁﬁAM%1ﬁ%ﬁ%%o
) “organized” &1t 224314 , “approach” H UEZEI:: ;  “used by individuals or companies for the
purpose of providing goods and services to people” s&id ZorinlkiiE, HAE “approach”ff) )5 B E
o “for the purpose of...” E AN T ...... =, ﬁﬁﬂ:
Organized labor, also called trade unionism, refers to association and activities of workers in a trade or
industry for the purpose of obtaining or assuring improvements in working conditions through their
collective action. AL Z7 ), W THEI, 450 T IBRLRMAT Sk A3 sl e TAEARSEHY
o, T ATHECGAT Y -

4. play a role in sth. .Y At B RS AEH
@. Electricity plays a key role in our daily life.
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2. (Biz) She plays a key role in this dealing,
FEXAAZ Z s WS B 7 OB -

International business is the worldwide exchange of goods and services among nations,
generally using some form of currency as payment.
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The best solution: each specializes in its own product, growing enough to meet local needs and exporting the rest.
B IR G s R L T8 H QR i, A2 208 1 BRI A2 23 T 2, ks
Rl H

6. The rationale for international business between nations centers around specialization, absolute

advantage, and comparative advantage.

] L5 ] TR AT 6] o B 2 B AR S B T B bl . 5 PR FART ELR AL 5 5 i
rational: principle

center around: focus on

specialization:%ﬁ 1

7. The best solution: each specializes in its own product, growing enough to meet local needs and

8.

1.

exporting the rest.

BRI IE . RO R TR B ORI dh, AL 1 i S T, R
R

specialize in: L[ JM\F, LTI

(. This travel firm specializes in charter flights.

RSl 22 7] g ALl 55 .

(2. He specializes in the history of scientific and technological development.

b L BORHOR R 2.

People in both areas end up with more total produce than if each tries to raise both crops.
I 22 BRI I NATVES AT LG B PR R E I SE 22 107

end up: ) I HANE A

D. We started with soup and ended up with fruit and coffee.
HAVTIEE G, KT HACR, M.

2. If you go on doing that kind of thing you will end up in prison.

WIERARGR SR i, AR B TR

3. At first, he refused to accept any responsibility, but he ended up apologizing,

Y, AR L RIATAT ST, (HERJa B0 1K

The same principle applies to manufacturing, but in this case, climate is not the primary concern.
[V ) S R 3 T3, (HAERR RSO0, AR AL EZEEO M T
apply to: NWHT-......
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. Scientific discoveries are often applied to industrial production.
B2 B ¥ 0 T A

). The rules of safe driving apply to everyone.

LA WORNE TR N

2. Saudi Arabia specializes in oil production, South Africa in diamonds and gold, Australia in
wool.
RFRT AL TN AT 2R, B AR TN A AT i A7, KA L ] N LB
SEATRIAL R ISR, RPN IS A IR S 55 5 A 0 B “specialize” A,
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11. In cases of comparative advantage, a product is produced in the country where its cost is least in
terms of other products that might be produced with the same resources.
PNty v 2= P v s T S/ R ) R S 1 B S T P WA 1 VA B M S T ST
B,
in terms of: &M, Wi... M5
. Manufacturing is now the principal economic activity in this province, in terms of value of

production.
HUSET S, G IR 1 LB ).
@. California’s leading industry, in terms of the value added by manufacturing, is

electronic and electrical equipment manufacturing,
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12. There are two methods of engaging in international business: indirect and direct.
AR E RS 5 15Tk AR H A
Indirect: export agent H [ACEE R
Direct:
* acompany’s maintaining its own export department, 2 7] 4EFFIL F O H
s aseparate international company L) [E R 24 ]
* a foreign subsidiary [ 4b¥ /A7

VI. Summary of the lesson

Every day of our lives we have some business dealings. Business is an organized approach used by
individuals or companies for the purpose of providing goods and services to people. International business
is the worldwide exchange of goods and services among nations, generally using some form of currency as
payment. The rationale for international business between nations centers around specialization, absolute
advantage, and comparative advantage. The same principle applies to manufacturing, but in this case, climate
is not the primary concern. Factors such as labor supply, proximity to natural resources, and , at times,
historical accident are more likely to cause a nation to specialize in a particular industry. There are two
methods of engaging in international business: indirect and direct. If an indirect method is chosen, a
manufacturer may use the services of an export agent. Direct exporting may involve a company’s
maintaining its own export department, a separate international company, or a foreign subsidiary.
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VII. Comprehension questions

(i 55 9 i) BRHE

Is everyone likely to be involved in business dealings? Why?
Use one sentence to define international business.
What is the difference between exports and imports?

el o

Is there any difference between absolute advantage and comparative advantage? Can you explain the two
terms?

What is specialization?

6. Why is it unnecessary for the people in Iowa to create an artificial environment for citrus trees?



