Companies Risks
Recently, a lot of companies are going to invest abroad. Those companies have spent billions of dollars to build factories and make advertisements. There are a lot of reasons why companies are entering foreign markets, such as economics of scale, lower labour price, and fewer entry barriers. However, these companies often meet some problems when they are doing business abroad, sometimes it may have very serious consequences in companies' operations. In this essay, I will talk about what problems multinational companies might have when they are investing abroad and possible solutions.

The problems that companies might meet can be defined as risks. There are mainly two types of risks: one is external risks, such as political risk, legal risk, exchange rate risk, and market risk; another is internal risks, such as financial risk, cultural risk, and technical risk. In the next part, I will talk about these two types of risks in detail.
External Risks
First, political risk and legal risk are the most common risks that companies will meet. Because to invest abroad means a company has to take the risk that they cannot control everything as in their home country. For example, if a company invested in Thailand during the last a few years, they might have lost a lot of money, because there were military coups in Thailand these years. A lot of businesses were forced to shut down during that period of time. A lot of tourists were stuck there. It had damaged Thai economy. These kinds of risks are highly unpredictable and impossible to control.

Second, exchange risk also can cause a lot of loss for the company. Taking the English Pound for an example, the English pound has been fallen over 30%. During the worst time it even reached 1.30 dollars for 1 pound. If a multinational company has a subsidiary in the UK, it may lose a lot of money just because the exchange rate changes. Also, today's foreign exchange markets are truly worldwide, anything happens now can have some effects on the markets.

Third, market is a place full of uncertainty. Two years ago, nobody in the world could predict there would be a financial crisis coming. Nowadays people don't like to spend money, which cause the consumer market shrinking. A lot of companies have gone bankrupt because they cannot get orders from their clients. So the market situation is a very important factor that we cannot neglect.
Internal Risks
First, financial risk is the most dangerous internal risk for a company. Financial risk will emerge when a company have some problems with its cash flow or liquidity. For example, if a company has invest too much, it may don't have enough working capital to support its day-to-day operations. In other case, if a company has borrowed too much money from the bank, it may meet some difficulty to pay it back.

Second, cultural risk. When a company invests abroad, it has to deal with foreign people like its employees or government officers. When the company communicate with its foreign employees, they may have some culture difference. For example, the culture in the Eastern is quite different from the Western world. Especially in China, the Confucius has dominated Chinese society for thousands years, and people from the western may cannot understand it. This has causes a very big difference in business style when people are doing business. Sometimes it even can affect a company's operations. If the company cannot handle this cultural conflict, it may cause serious consequences to the company.

The third risk is about technology. If a country doesn't have complete legislation about intellectual property protection, companies who have invested in this country may suffer losses. For example, nowadays there are a lot of lawsuits in China about technical issues.
Solutions
Multi-national companies can take a lot of actions to solve those problems mentioned before, including to make some adjustment to adapt the demand from the host countries and to develop new strategies to deal with these problems. On one hand, using these strategies can make the companies' investment more efficient. On the other hand, it can improve the host countries' investment environment.

First, to establish a joint venture in the host country can reduce a lot of unnecessary troubles. It is considered as a good way to reduce the cultural conflict if a company allows local capital to have a part in the joint venture entity. Most successful joint-venture enterprises have signed an agreement with their local partners that the local partner is in charge of the operations and the multinational company will take care of the investment and training part.

Second, although the foreign exchange market is very complicated and almost impossible to predict, companies still can do something to minimise its loss during this recession time. Companies can dodge the exchange rate by focusing the settlement of exchange rate through the forward settlement of exchange rate.

Third, to deal with financial risks, companies can take various measures to achieve their goals. To avoid borrowing too much from banks, a company need to evaluate its financial conditions before its borrowing. Accountants need to calculate how much money they need to launch its new product, how much they need as working capital, how long can they collect its investment, and when they can become break-even. After they have done this, the company also need to be careful with its financial statements, because different country uses different accounting standards. For example, the United States is using the GAAP (General Accepted Accounting Principles), the UK is using the IAS (International Accounting Standard)/IFRS (International Financial Reporting Standards), and China applies the CAS (Chinese Accounting Standards). There are significant differences among different accounting systems. So the company need to spend a lot of time on it to make sure those financial statements to show its financial position correctly.

Fourth, to avoid technical problems, the company mainly need to do two things. On the one hand, the company need to improve its technology continually to reduce the risk of technical loss, because this will increase the barrier of copying. On the other hand, the company need to increase the economic value added to its product, and develop its product line as more localised as possible. So the company can take more market share.

Fifth, the company need to improve cooperate image, especially in the host countries. If the company doesn't have a good public impression, when people talk about it, they think about pollution, it won't help the company to do business in the host country. On the contrary, a good company image will let people buy more products from the company. For example, a lot of multinational companies like IBM, Sony, have set up scholarships in some Chinese universities to help poor students finish their study. This can build a very good impression in people mind.

In conclusion, when companies invest overseas, they may meet various kinds of risks, such as political and legal risks, exchange risks, market risks, financial risks, cultural and technical risks. These risks are highly dangerous for the companies' operations. However, companies can solve these problems by taking a series methods. By doing these, companies can survive and earn profits during this recession time.
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