
1. Why Study International Business?

· Any organization you work for will have international operations or be affected by the global economy
· You need to understand this increasingly important area to better assess career opportunities and to interact effectively with other managers
· You may eventually work for a firm that is owned by a corporation headquartered in another country
· Small business is becoming more involved in international business (growth of e-commerce)
· To obtain cultural literacy, in order to understand and appreciate the similarities and differences of the world’s peoples with whom you may do business

· Keep abreast of latest business techniques and tools, many of which are developed outside North America but used extensively by North Americans
· Global skills will help you keep pace with your future competitors. For example, European students:

· Speak multiple languages

· Travel widely and have work experience in different countries

· Are required to spend one or more semesters in different countries

· Eagerly work to learn more about foreign markets and cultures, as do their Asian counterparts

2. The Pros and Cons of Trade

Advantages of International Trade

· Meets our needs (satisfaction)

· Provides a diverse selection of goods and services 

· Creates jobs (1 in 3 Canadian jobs depends on it – ½ a Trillion $$ in exports)
· Attracts investment

· Introduces new technology, encourages new technological development, and higher education (99.5% of world isn’t Canadian)
· Provides access to greater markets and expertise (specialization, economies of scale, learning curve advantages)

Disadvantages of International Trade

· Job losses can occur

· Supports and perpetuates tyranny

· Dependency issues – “Interdependence” 

· Cultural convergence and lack of national identity

· Loss of social welfare systems

· Other political issues (MNCs, environment, etc.)
Barriers to Trade

· Tariffs (duties, quotas, etc.)

· Currency Fluctuations

· Porter’s Five Forces

· Lack of financial or technical expertise or ability

· External issues (infrastructure, political instability, culture, etc.)

· Legal regulations and restrictions

· Environmental regulations

· Investment restrictions

· Safety regulations

· Foreign trade sanctions

3. Global Expansion and Competitive Advantage

Why do Companies expand internationally?







What makes Global Expansion Possible?

What makes Global Expansion Necessary?

What makes Global Expansion Necessary?

A big reason is quite simply, the limited “POTENTIAL” market you have when you ignore the global marketplace. 
(Imagine if Coke or Ford never expanded beyond the US market…) 
Observe the following possible business expansion strategies:
Business Expansion Strategies

	
	Existing Product
	New Product

	Existing Market


	Penetration Strategies
	Product Development Strategies

	New Market


	Market Development Strategies


	Diversification Strategies


Image you were a nation-wide company with a patented (one of a kind) product. The shaded areas are NOT options for your business to expand. You MUST go global.

What makes Global Expansion Possible?
Well, in general…





More specifically…

What makes a nation competitive, and enables it attract foreign business, or produce products the world wants to buy?












Need for Profit and 


the Expectation of Continued Business Growth








Expanded Markets





Diversification








Controlling Expenses





Competitiveness








Global Expansion














Presence of Advantageous Conditions for Global Expansion











Presence of Conditions that make Global Expansion


Necessary








Transportation Technology








Communication Technology








The Possibility of Global Expansion





Global Competition








 Competitive Advantage








Business Confidence








Relative Stability








Freer Borders











Productivity


(Productivity = Cost Advantage)








Strength of a nation’s currency


Quantity and quality of and access to natural resources


Quality and availability of:


Technology


Education


Government services (esp. R&D, & business programs)


Business leadership and management


Infrastructure


Workforce and societal demographics and characteristics


Work ethic and entrepreneurial spirit


All labour costs


Efficient use of human resources


Efficiency of plants and organizations


Total market size for a nation’s goods and services











The Mystery of 





Competitive Advantage























BBB 4M1 Note - Why Trade

J. Boulton

February 26, 2008

