Key Terms Introduced or Emphasized in Chapter 15

cross‑border financing  Occurs when a company sells its securities in the capital markets of another country.

exchange rate  The amount it costs to purchase one unit of currency with another currency.

exporting  Selling a good or service to a foreign customer.

Foreign Corrupt Practices Act  Passed in 1977 and amended in 1986 by the U.S. Congress, prescribes fines and jail time for American managers violating its rules. It distinguishes between illegal influence peddling to motivate awarding of business that would not otherwise have been awarded and legal facilitating payments made to motivate officials to undertake actions more rapidly than they might otherwise.

foreign trade zones  Goods imported into these designated U.S. areas are duty free until they leave the zone.

future contracts  A contract giving the right to receive a specified quantity of foreign currency at a future date.

globalization  The process of managers becoming aware of the impact of international activities on the future of their company.

global sourcing  the close coordination of R&D, manufacturing, and marketing across national boundaries.

harmonization of accounting standards  The standardization of accounting methods and principles used in different countries throughout the world.

hedging  The practice of minimizing or eliminating risk of loss associated with foreign currency fluctuations.

industrial organizations  Exist when companies group themselves into conglomerates representing different industries. South Korean conglomerates, called chaebol, and Japanese conglomerates, called keiretsu, consist of companies that are grouped as customers and suppliers and usually contain a bank.

infrastructure  Access to communication, transportation, and utilities provided to businesses in each global location.

International Accounting Standards Committee  Established in 1973 and charged with the responsibility of creating and promulgating international standards.

international joint venture  A company owned by two or more companies from different countries.

international licensing  A contractual agreement between a company and a foreign party allowing the use of trademarks, patents, technology, designs, processes, intellectual property, or other proprietary advantage.

maquiladora  A joint venture manufacturing plant located in Mexico that enjoys exceptions from Mexican laws governing foreign companies. The United States allows exemptions from, or reductions in, customs duties on re‑exported goods from maquiladoras.

market economics  Exist when ownership of land and the means of production are private and markets dictate the allocation of resources and the output among segments of the economy.

planned economy  Exists when the government uses central planning to allocate resources and determine output among various segments of the economy. Government ownership of land and the means of production characterize planned economies.

regional value content  Rules that dictate the amount of total cost that must be added in those countries that have signed a free trade agreement. Products that satisfy these rules receive favorable tariffs and custom duty.

wholly owned international subsidiary  Created through a company’s foreign direct investment; using domestically generated funds in another country to purchase 100% equity control of a foreign subsidiary.

