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Meaning of International business  

Manufacturing and trade beyond the boundaries of one's own country is known as International 

business.  

Those business activities that take place across the national frontiers and involves movement of 

goods and services, capital, personnel, technology and intellectual property is known as 

International Business. 

Difference between International trade and International business  

1. International trade is a narrow concept where as international business is a broader term 

which comprises international trade also.  

2. International trade involves export and import of goods whereas international business 

comprises of international trade in services, foreign Investments, overseas production of goods 

and services etc. 

Difference between International business and Domestic Business 

Nationality of Buyers and Sellers: 

Domestic business: Both the buyers and sellers are from the same country, which makes it 

easier for both the parties to understand each other and finalize business deals. 

International business: Buyers and sellers come from different countries. Thus it becomes 

relatively more difficult for them to interact with one another and finalize business transactions.  

Nationality of other stakeholders:  

Domestic business: Nationality of stakeholders such as employees, suppliers, shareholder, 

general public etc. belong to the same country therefore decision making is easier.  

International business: Decision making in international becomes more complex as the business 

firms have to take an account the values and aspirations of the stakeholders belonging to 

different nations. 

Mobility of factors of production:  

Domestic business: Factors of production can move freely in domestic business as it is within 

the country. 

International business: There exist various restriction in movement of factors of production 

across Nations. The restrictions are legal, related to variations in socio cultural environment, 

geographical and economic conditions.  

Customer heterogeneity across markets: 



Domestic business: Domestic markets are more homogeneous in nature as the taste, 

preference, customs language etc. are similar in nature.  

International business: International business lacks homogeneity as the customers differ in 

taste, fashion, belief, customs, language, attitude and product preferences. 

Difference in business systems and practices:  

Domestic business: Business system and practices are homogeneous in nature within the 

country.  

International business: The business system and practices are different among countries as 

countries differ from one another in terms of market support services, socio economic 

development, economic infrastructure, availability of Finance, human resources etc. Thus the 

business firms have to make marketing plans as per the conditions prevailing in the 

international market.  

Political system and risks:  

Domestic business: A business person is familiar with the political environment of his country 

hence he can understand it and predict its impact on business operations.  

International business: Political environment differs from one country to another. Hence the 

business firms have to make special efforts to understand the political environment and their 

impact on the business. 

Business regulations and policies:  

Domestic business: Business laws and regulations and economic policies are usually uniformly 

applicable within a country.  

International business: International business transactions are subject to different taxation 

policies, tariffs and quota, economic policies and political policies of multiple countries.  

Currency used in business transactions:  

Domestic business: Currency of domestic country is used.  

International business: International business transactions involve use of currencies of more 

than one country. Thus it adds to the problems of international business firms in fixing prices of 

their products and hedging against foreign exchange risks. 

Benefits of international business  

International business is beneficial to Nations as well as to business firms. Some of the benefits 

are as follows:  

Benefit to Nations  

1. Earning of foreign exchange:  

International business helps a country to earn foreign exchange by exporting their goods and 

services and using the earnings to import petroleum products, technology, pharmaceutical 

products and other products.  



2. More efficient use of resources:  

International business operates on the principle of producing what your country can produce 

more efficiently and trade the surplus production with other countries. This leads to efficient 

use of resources. Thus it benefits all the trading Nations.  

3. Improving growth prospects and Employment potentials:  

When a country enters into international business it not only produces for self-consumption but 

also exports the surplus production. This promotes growth and employment in these countries. 

Benefit to firms  

1. Prospects for higher profits:  

International business can be more profitable than domestic business as the business firms can 

earn more profit by selling their products at higher prices in the international market.  

2. Increased capacity utilization:  

Business firms can use their surplus production for earning more profit from foreign customers. 

Production on a large scale leads to economies of scale which in turn reduces production cost 

and improves per unit profit margin.  

3. Prospects for growth:  

When the demand for the products of business firms gets saturated in the domestic market 

they can enter into the market of other countries and expand their business. 

4. Way out to intense competition in domestic market  

When the competition in the domestic market is intense then the business company can go in 

search of markets in the international market for their products. This gives them relief from the 

tough market conditions on the domestic turf.  

5. Improved business vision  

The vision to become International comes from the urge to grow, the need to become more 

competitive, the need to diversify and to gain strategic advantages of Internationalization. Thus 

the scope of international business improves business vision. 


