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How Businesses Work

21 RAAEHY B

Private vs. Public Companies

NFAMAEEEA, BANARM ETAR . XA R RIS, AR
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There are two principal types of companies: private companies and public companies. While
these two business models share common attributes, they also have key differences in their

management structure, valuation, and day-to-day business practices.

o FARFALRT?
What Is a Private Company?
AN ] SR NI B R AL SR . RN A B BT A A TAT BA I A N8R & R AT I
HIX LR EEAHT A A AR INA A HIBEEANERZE T IH5E 5 -
A private company is a business entity that is privately owned. Its ownership group can
issue stocks to private investors, but these stocks are not available to the general public. Private

companies are not listed on a stock market.

o fAREHRA?

What Is a Public Company?

BT A ER RSV AR FR A O L Sk . IR AR Gt EAEUESR AT S i
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LI AT

A public company is a business entity that allows the general public to own equity shares.

These shares are traditionally sold on a stock exchange to investors and traders. Major stock
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exchanges like the New York Stock Exchange and NASDAQ contain thousands of publicly
traded companies.

BAR BT A w2 AR AE AT T3 LSS, HIRXIFEA R 2 5 R A RS
file M, BARWURERERNERS, MHEFSLEE - DERBIPRATTA R K HE
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Although most shares of a public company are bought and sold in public markets, this does
not mean that individual shareholders control the company. Rather, shareholders may vote on a
board of directors, which in turn hires an executive team to oversee the day-to-day business

activities of the company.

o MARBSEHRRMLNRERXS
Several Key Differences between Private and Public Companies

AN 2 m) A LT 23 ) 00 3 B X AE T A 2S5 R A 55 L 55

The main differences between private and public companies relate to organizational structure

and financial obligations.

o RN FEEMEE N KEZH/MVAGRMAEEAC. R ABDIRFANAR . LT
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Private companies are generally smaller. Most small businesses are private companies
with relatively small valuations and a small number of employees. Public companies tend
to be much larger with high valuations.

o LI AFRMMIARBARNTT. AT EAZ 5 KA BT Z BRI, Hh
HERZ RN EIRERERES . KRR SN L 5N T R, A6
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Public companies must answer to shareholders. Big companies traded on the open market
tend to be owned by many shareholders, with the highest number of shares usually parked
in pension funds, mutual funds, and exchange-traded funds (ETFs). Corporate executives
and board members must answer to these investors and work to keep the company’s stock
price high.

o MAAFKREEELEELS H5 AR . BEENEUETFE S AL 5 TN A
ek E AT KGR EMAATERAA T VF 2 RSB AL BB 2w
PHEAR A
Investors in private companies tend to be more involved. Private companies, which are
not listed in stock exchanges, get their cash from revenue and from venture capital and
private equity firms. Many venture capitalists play an active role in the companies they
fund.
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Public companies have more reporting requirements. Public companies must regularly
issue financial statements that reveal the overall health of the company. Private companies
are less transparent when it comes to financial reporting.

o XTI A IMANH B F R, LW AR RN AR EA S . R F R B
O3 ) it B R AR R (LTRSS SRR T A i AR ARGE, X
WA T2 ) AR 205 SR TR .

Publicly traded businesses are much easier for market analysts and investors to value than
their private counterparts. The main reason is due to the amount of information that’s
readily available, thanks to the reporting requirements (discussed above), as well as

equity research reports and coverage by equity research analysts.

2.2 i A
Risks for Market Entry

BN THARSF, WA SR T EZRAMER, A SRR
AT AL BERETT RN EAERE R, BRI AR D SRAFAE AR P ) 5 2 1

Breaking into a new market is not easy. There are all kinds of risks to try and mitigate, and
hurdles to overcome. No business will manage to avoid every potential pitfall, so some degree of

complication has to be expected.

o RERXBE
Internal Risks for Market Entry
T E N R P 3T XSG i ok 2L 44 A 8 00 UG o B AT 5 B M XU, B B ], (HL 2
AR Ty HLARIAR K
Internal market entry risk factors are those that come from within the organization. These
are generally easier to control than external risks but are often unpredictable and seriously

damaging.

1. BEFMAR
Management and Organization

RAFI R E AR FEVRINE N, AN RIEH R G 5 thmT LUz (f
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How well is your company structured? In your home market, it’s sometimes possible to
function successfully with a flawed organizational structure. When you enter a new market,
however, those drawbacks can become painfully obvious.

— e W B A R LA

Some common management mistakes include:

T ERESAEW. MSEMRRZ —BHES, SSBU T ZREMAEILT.
ACEORARI AR, IC 2L B h R ANH T XS H AR

Unclear Vision from Leadership. A lack of coherent vision from the people in charge can
lead to widespread confusion and inefficiency. Make sure your goals are not just clearly
established, but also communicated to everyone on the team.

RIRII A LAZF) . BN N SRS, AL 1 BT 2 15 S AT 1)
WA BIIX A, AERE NGB TiT I8 AT fE -5 S04 38 jn) A0 R4 .

Sudden Staff Changes. When a new member joins the team to replace someone else, it’s
crucial they have all the information and direction necessary. Failing to do this can result in
communication failures and major setbacks when entering your new market.

BRZ P BRI —NETT, FE R SRR AR W Ty, AR AR
HE, IRAGIBAR A 7 PR A — 2, BR_ECAETEERE, JF HAR M2 18] L 540 Z 18l fR4r 2
T WA ) V) 3

Lack of Coordination. When working in a new market—especially one located far away
from your home market—working together effectively is critical. It’s essential that your team
members are on the same wavelength, up-to-date with current processes, and in regular, clear

communication with each other and leadership.

2. NAKIR

Human Error

NN FRARZBATVTCIE R AT RS 2 — o A2 TAET, BRI,
BIRTATABEHER TN R, EATELE R A6 .

Human error is one of those risks that we can’t really control. Mistakes happen, in business
as well as in life, and while we can’t predict them very accurately, we can say for certain that
people will make mistakes.

BEAN—AF TS, — AN RRT RS BOR H B, R B, W, —
PINPNEEAGEIE AR H, B — RN SRR .

When entering a new market, a simple mistake can set a project back and send out ripples
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into the entire process. Usually, one or two small mistakes won’t be the end of the world, but a
series of minor errors can add up.

XA RIS T, B AR TR AR, B T AR
AT ERERHRT, —AMMERIERAE G, A REBRIR S R — R & e
H-FBE R

That could involve something like failing to convert currency accurately, using the wrong
type of measurement units, or giving incorrect advice about cultural norms. In these cases, one

small mistake can quickly snowball into a major setback if nobody catches it.

3. ¥Rk
Logistics

TR, Fl NTFRESh, SN, DL A 5 YR B al st A o< B Pk
HE AT B8 B A MY HEHT T 5 1) =R RS

Things like delays, accidents, labour shortages, problems with transport and delivery, and
other challenges related to logistics and infrastructure can be significant roadblocks for
businesses when entering a new market.

I % [ AN X 5Kk S5 i, X PR e s B, 7RI, ARV B A
AR TR B A IR T 37y, DR] I B X T S 5 A0 o B

These kinds of hurdles are especially relevant when expanding into developing countries
and regions. Here, infrastructure and technology are often very different from what you might be
used to in your home market so it will be harder to predict delays and disruptions.

RIEVTEZRWY, ANGEEZSHANLRE, BFEABES 4N A% &1E,
T B A I 75 R R IR 5 A R

Markets in developing countries are sometimes characterized by more manual processes, a
greater need to work closely with local people on the ground, and sometimes the need to adapt

your services.

4. FR[E)H
Technology Issues
AV P RR  H R R 2% IR AR S B o g%is e . HENBTT I — KR, R TGIEAE
WA RGE R TR
The technology and equipment you rely on as a business won’t always work seamlessly.

One big risk for market entry involves technology failing to get the job done effectively in a new

market.
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One example is the Industrial Internet of Things devices, which can be powerful assets for
businesses when it comes to monitoring conditions and optimizing processes like manufacturing.
However, if your devices or networks fail, it could set your plans back significantly.

IMRARAT N — DR E S, MizicdE, MR ERFERM B R SR E CE K
MEAEE AR . FE—SeE 5B, VI SRt B R G B B BN, FTRUBTEOR1S E) T
RIERERIRA, MIfikIRATE B T Bk R .

If you’re looking to enter a developing country, it’s worth bearing in mind that the technological
infrastructure can be very different from that of your home country. In some countries, we’ve
seen a leapfrog effect, where newer technologies have been adopted to a greater extent, as there

are fewer issues with moving away from legacy systems.

5. MR e
Cash Flow Problems

BEN— AW T8 H & EREY S5, RS e N ks ik, KA RKEEW
SRE KA o I P B ) RN AN B AL B, AT BRAR RARARIE AT I %5 75 52 FH .

Entering a new market typically requires a lot of financial resources, and if that supply of
money is interrupted or halted it can cause major problems for your operation. Internal issues like

this can quickly put a stop to a market entry attempt if not quickly dealt with.

o SNERXUBE
External Risks for Market Entry
B 1R E AL PR RS, Aol 3 b Z5UNE 6ok KR PR A S XA R 3K o 3¢ A ) 200 B 4
17 .28 % 3k AT -
As well as risks that come from within your organization, businesses also have to contend
with a plethora of external risk factors. These can be much more difficult to control and are often

unpredictable.

1. AR
Regulations
WA T R SR BRI T I S R . — M2 N Y ol B R 3 2% 410D
BER G N A R AR RN, BB BAE RN AT A A, 506 25058 7 P A 1) H
B AARII o
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It’s essential to be aware of and comply with the local laws in your chosen market. One
example here is Europe’s General Data Protection Regulation (GDPR), which requires anyone
doing business with European customers, or any business based in Europe, to adhere to strict data
privacy rules.

I FRVE AR E 22 H A o XA TR BT X% T UL R, ORI % 1,
RARANRE LR, 90 FT BEXE AFRAR 2 M2

Local regulations and requirements are often overlooked—and this can be especially tricky
in emerging markets where regulations can be harder to interpret if you’re not familiar with the
landscape.

AESFHER AT RER R o B CGE A BIE RS 261D K= 51308 2 000 JIET
B BRAEEMVA 4% . AR R AT R M EAVE A A0, AU H 1T 2753 .

The cost of failing to keep up with regulations can be high—the maximum fine for GDPR
violations is either €20 million or 4 percent of your annual global turnover. A mistake here can

seriously damage your entire company, not just your new market activities.

2. BUA
Politics

BUAAELAT . AEHE S EAKASERIIX, —UIHGEARFE . AR EEHE X LeH X 3
W, BTN — L E0a RS, BN dr . d S SRR T B R B AR 5% .

Politics can be hard to predict. In less stable parts of the world, all bets are off. Revolutions,
wars, and sudden and significant new legal changes are just some of the political risks that you

have to contend with when entering a new market.

3. H=w%
Social Unrest

X2 TN ARG, WA G M EE R AL FE - B KR, &
Faf) . U AT XA EG, FTREXNS T DG A I S B ACHISC M s iR 4 [ 44 58
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Events involving social unrest and widespread disruption are constant sources of risk for
businesses in many markets around the world. Things like riots, protests, and revolutions can
cause damage to premises and shut down business for long periods of time, while things like
nationwide strikes can leave you without a workforce. It’s crucial to have a plan of action to

ensure survival during times of civil unrest.
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4. XER
Cultural Differences

BEN =TT B R AR B AR MLy B — A 30, e REEAE — R AET XK .

Entering a new market often involves introducing your business to an entirely new culture,
and this comes with a whole host of new risks to consider.

IRATEE TSR SR A SCAL AT o X BB R R (07 i MR 95 BE %32 . AR
B 5 T i S AT Be g b 55 e R KT B Ay, AEAR TR B AT . IR A
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There will be different customs and cultural nuances to be aware of. This will impact how
your products and services will be received. It’s easy to get excited about new market entry and
the potential it might offer your business but you need to do your research upfront. Is there
actually a market for your product? Will it need to be adapted for success? And at what point,
does this become unfeasible? Knowing when not to enter a market is just as important as
knowing when to invest.

PRI 5 2275 R A G AT 52 A /R PR 397 50 25 X R ER) 7 B IR 2 T o 52 P 7 SRR ) T
o BT AR B ST AT RER AL A i = U

You’ll also need to think about how culture will impact the way your marketing will be
received by your new customers. A commercial that is beloved in Western cultures might be

perceived as grossly insensitive in more conservative cultures.

5 BARE
Natural Disasters

G —ANF R, HEHORACRN, EHKAR. R X
W5, BRI E R A BRI

It isn’t just people that businesses have to worry about when entering a new market—nature
itself is often working against them. Natural disasters are a major source of risk when
establishing a presence in certain parts of the world.

JEX MR PR, TRV HAh R E T REE T A HE NS IR . B AT AAE
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Hurricanes, earthquakes, floods, droughts, and many other disasters can quickly put a stop
to any market entry effort. They can destroy property, interrupt shipping, and close down entire

economies in a matter of hours. Worst of all, it’s often impossible to predict when the next
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disaster will strike.
IR IUR B — P OT iR R M SEAR G . (HAE AR R E 5, ORIG 7 o Vi LR BN
One way to mitigate damage is through insurance. However, the coverage of insurance in

developing countries has historically been low.

6. iR
Market Issues

ST A v 2 MR . HRIE AT 4G P RRisase 4. AL RS
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There are a number of external risks around the market. These can take the form of
unexpectedly tough competition, fluctuations in the cost of services and resources your business

relies on, and volatile exchange rates leaving a dent in your profit margins.

2.3 HMEH YT

Foreign Direct Investment
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Foreign Direct Investment (FDI) refers to investments made by a company or individual in
one country in business interests located in another country, in the form of either establishing
business operations or acquiring business assets in the foreign country, including ownership or
controlling interest in a foreign company. FDI does not mean that a company simply puts its
money into assets in another country—what economists call portfolio investment. With FDI, a
company is directly involved with day-to-day operations in another country. This means they
aren’t just bringing money with them, but also knowledge, skills, and technology.

W2 AT A AR SO E BT, JTHE e E# E KRS H K .
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A lot of economists really like FDI, especially when it’s flowing from rich countries into
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poorer ones. The idea is that when foreign companies come in, they can either shake up an
existing industry, because they’re bringing competition to the domestic companies that already
exist, or can create entirely new industries. FDI can also strengthen local economies by creating
new jobs and boosting government tax revenues.

MAIAE A E ELREBEE o A R RO BIGE RN o 359I TN B A T Attt
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Over longer periods of time, FDI can also have a big positive spillover effect. Things like
training workers or building physical infrastructure might only benefit the company at first, but
as workers change jobs and new uses are found for the infrastructure, the rest of the economy can
benefit as well.

A B AR BRI R — R R, DRI AN A H O AN E A B AE— B TR R 1 3
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FDI is also typically a long-term commitment, so countries don’t have to worry as much
about foreign companies coming or leaving overnight (the way they do with super short-term
investments or “hot money”).
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But anytime foreigners buy companies that control important parts of the economy, there are
bound to be a few sticky issues. Security is one: letting foreign companies control key industries
like telecommunications or transportation can potentially cause serious problems down the road.

IATEAE A BT 23 7] (R 2 iR B . 30 22 55 A e 2 AN BB AR A0 R 4% 55 b 32 2
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People also worry about where the profits of a foreign-owned company will go. The local
economy might benefit from the initial foreign investment, but if the company sends all the
profits to investors in another country for years on end, that could be a drag on the economy in
the long run.

M B T S EUA [0 A I U R Ok . BEE A RR R, ERZIEE, ]
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The politics of FDI are also sometimes messy. Multinational corporations have a lot of
power, and in a lot of cases they’ll only agree to invest in a country if they get big government
bonuses, like tax breaks or free land. And once they’re set up, foreign companies can become a

permanent force in local politics.
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Still, international organizations like the International Monetary Fund and the World Bank
are generally quite supportive of FDI, and most economists would probably say it does more
good than harm. One estimate says that FDI is responsible for creating around two million new
jobs a year in developing countries. But as with so much in economics, the details matter; there
are plenty of examples of FDI gone wrong. And even when it goes well, there are bound to be

both winners and losers.

24 Pl
Value Chain

TR A WA GG AR, JF RIS INIME R TT 7%, R T8 S A N R SR .
WrER « WeHE (Michael Porter) fEft 1985 4E IR ZEAE (GEFLHE) hihit 17X n) &,
FFERGE T UEBE M .

Understanding how your company creates value, and looking for ways to add more value,
are critical elements in developing a competitive strategy. Michael Porter discussed this in his
1985 book Competitive Advantage, in which he first introduced the concept of value chain.

IMEREE —ANHPY T R QIS E AT I — RPES . PR 7 —NE M
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A value chain is a set of activities that an organization carries out to create value for its
customers. Porter proposed a general-purpose value chain that companies can use to examine all
of their activities, and see how they’re connected. The way in which value chain activities are
performed determines costs and affects profits, so this tool can help you understand the sources

of value for your organization.

o FHFMEHTHNESR
Elements in Porter’s Value Chain
BARFIMERER)RVE R, ARERT B TR, T RS, AR NN
W B WS o PR NI R, iR T R R T R R — RAES), JF
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Rather than looking at departments or accounting cost types, Porter’s Value Chain focuses
on systems, and how inputs are changed into the outputs purchased by consumers. Using this
viewpoint, Porter described a chain of activities common to all businesses, and he divided them

into primary and support activities.

1. BAEF
Primary Activities

BEARIEBIR IR S RS W SLPraE . B8 4 RSCRE B SRS, A
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Primary activities relate directly to the physical creation, sale, maintenance, and support of a
product or service. They consist of the following:

o BELEMNR: XARMRR. A BCIRABURM R XTI, RS BRI )
RABREE,
Inbound Logistics: This involves receiving, storing, and distributing the inputs or raw
materials. Here, your relationship with suppliers is vital.

o A EML: AR ARKHR NN 45T 2 E I S T B . B Bk AT
B, A BT R I 2 A
Operations: These refer to all the activities that go into transforming the inputs into
outputs that are then sold to consumers. Modifications to this step can help add value to
the final product.

o HBTWIL: XARAGRR IR Sk B B2 T, B DRI B
Outbound Logistics: This involves getting your product to the final consumer—the
delivery and distribution phase.

o EHIFIAE: XIRHIE A I AE S 1R 55 7).
Marketing and Sales: These refer to efforts taken by the business to make the consumer
aware of the product.

o JIR55: XIRAER R BURSS SR A, 4R SRS U E RS BT
Service: This refers to activities that maintain the value of the product or service after it is

sold to the customer.
2. AR
Support Activities
XARI RN EIRFEAR TR S R TG B, -
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These activities support the primary functions above. They include:
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Procurement: This is what the organization does to get the resources it needs to operate.
This includes finding vendors and negotiating the best prices.

N B ZARHE — R AR A A Bl B, eI R T,
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Human Resource Management: This is how a company recruits, hires, trains, motivates,
rewards, and retains its workers. People are a significant source of value, so effective HR
management is essential for any organization.

FARF R XRIHDNIR R NHE EFATE AL, DR 2 7 B AR AT OR Y
BUEEME R T A 5 R BARRAR R MM, RIRBRIED, REFHR .
Technological Development: These activities relate to managing and processing
information, as well as protecting a company’s knowledge base. Minimizing information
technology costs, staying current with technological advances, and maintaining technical
excellence are sources of value creation.
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Infrastructure: These are a company’s support systems and the functions that allow it to
maintain daily operations. Accounting, legal, administrative, and general management are

examples of necessary infrastructure that businesses can use to their advantage.
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Companies use these primary and support activities as “building blocks” to create a valuable

product or service.
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Using Porter’s Value Chain
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To identify and understand your company’s value chain, follow these steps.

1.

WEBNEAREDNFIE
Identify Subactivities for Each Primary Activity
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For each primary activity, determine which specific subactivities create value. There are
three different types of subactivities:

o ELIEDN: HAEAAGEIENE. B, EESHRERE S EES T, X
s EBETHER, M5, EREE.
Direct Activities: These activities create value by themselves. For example, in a book
publisher’s marketing and sales activity, this includes making sales calls to bookstores,
advertising, and selling online.

o [MFEZ: (AT ELRESNAF DUBAIEAT o DL S e ) 40 A0 A &5 5 3
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Indirect Activities: These activities allow direct activities to run smoothly. For the book
publisher’s marketing and sales activity, this includes managing the sales force and
keeping customer records.

o FIERIEIESN: FUECRIEE S R ELIE S A IS S0 47 & D EhndE . DLEIS R
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Quality Assurance Activities: These activities ensure that direct and indirect activities
meet the necessary standards. For the book publisher’s marketing and sales activity, this

might include proofreading and editing advertisements.

2. MES N ZFAMNFIEEN
Identify Subactivities for Each Support Activity
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Identify the subactivities within three of the main support activities—purchasing, human
resource management, and technological development—that add value to the primary activities.
These sub-activities can be direct, indirect, or related to quality assurance. You can then identify
the sub-activities that add value to the organization’s infrastructure. They are also direct, indirect,

and quality-assurance-related and typically improve all primary activities.

3. HHER
Identify Links
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After identifying all sub-activities, look for connections between them that can add value to
the organization by giving you an advantage over competitors. This process can take a significant
amount of time and might involve redeveloping the organization’s entire value chain framework.
It’s an important step because each activity that improves the quality of a good or a service or the

benefits of using your company’s products can potentially lead to increased profits.

4. FHEINENE

Look for Opportunities to Increase Value

PEASIREA E RS TG s MR &R, B I SR B s e, R % PR i (i
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Review each of the subactivities and links that you’ve identified, and think about how you

can change or enhance it to maximize the value you offer to customers.

2.5 fERL

Manufacturing Models
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In manufacturing, choosing the right manufacturing model is crucial for the success of your
brand. Whether you’re a startup or an established company looking to expand your product line,
understanding the various manufacturing models available can help you make informed decisions

that align with your business goals. Below are three major manufacturing models.

o RIRIREHIE
Original Equipment Manufacturing
JgG B HE TR R, ARSI, RE ERERERST A SR, de
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Original Equipment Manufacturing (OEM) is a model where a company designs a product
and contracts a manufacturer to produce it. The manufacturer is responsible for manufacturing

the product according to the company’s specifications, but the product is sold under the
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