Chapter # 2:

The Importance of International Business

Aspects of International Business

· International business consists of all the things that sellers need to do to sell their G & S to people.  

· This includes things like creating the product, shipping it, marketing it, providing customer service etc.  

· International Trade

· Trade is the basic premise of all business

· No matter how complicated it gets, people will always be exchanging G & S with each other

· International trade consists of:

· Exporting – when someone from your country fulfills the N’s & W’s for someone in another country

· Importing – bringing in G & S from other countries to fulfill our N’s & W’s

· Companies must be mindful of their products that they intend to import or export

· You have to make sure you follow the rules of the country

· Depending on what you are shipping, and where you are shipping to, you may have to pay taxes

· Importing

· Why do Canadian companies need to import stuff?  

· Well, not everything is available here, so we may have to other places to get it

· Maybe other countries can make the product cheaper than we can here

· Some places are just better at doing stuff than us

· Persian rugs…you wouldn’t buy those from Canada would you?

· What about cigars?  Clothes?

· Before any company chooses to import a product, you have to make sure there is a DEMAND for it here

· You also have to ensure that the quality is up to Canadian standards
· Lets all look at figure 2.1 on page 43 to see how much Canada exports and imports!

· Exporting

· Before you get all excited about exporting to a new country, you have to make sure of some things first

· Do people even WANT what you have to sell

· Must ensure that you can get a fair price where you can make a profit

· No point in selling them stuff they can’t afford!

· You have to decide whether or not your G or S can be transported easily

· What standards do you have to make sure your product is safe for the country’s people and its environment?

· Companies must also understand the way that business is done in a new country

· People in different countries have different values and expect different things

· Advertising should be developed specifically for that country

Starting an Import or Export Business

· Before you decide to importing or exporting you should consider:

· Is everyone committed to this?

· Full support from everyone in the company is required from management to the employees

· You can’t just say “meh, lets go into China and sell stuff”
· Its competitive advantage

· Hold on here, what’s “competitive advantage”?

· Its something that your company does really well…better than almost everyone else

· Wal-mart has its inventory system, Apple is innovative, Dell has customer service etc.

· Companies should make sure that their competitive advantage will translate well to a new country

· Cash Flow

· Can you afford to even import or export?

· Most companies don’t have a lot of cash on hand, it is mostly tied up in other assets…and deciding to import or export can be quite pricey!

· Your product

· Can you make enough to satisfy your domestic customers and your international ones?
· Once you decide to enter a new market, you have to plan very carefully

· How are you going to advertise your product?

· How much will it cost?

· Where will you sell it?

· Who will be in charge of the new business?

· How will you provide customer service?

· Trade Missions

· When you are trying to encourage trade to another country, it is often useful to send a group of people to talk nice about your country and your company to encourage trade.

· Trade missions are made up of people who know the country well

· Trade missions help you “get your foot in the door” and establish contacts for future business opportunities

· “Team Canada” is made up of the prime minister and provincial premiers

· they go to different countries to encourage governments and businesses to trade with Canadian businesses

· Trade Shows

· A place where potential buyers and sellers meet

· Give sellers a chance to promote their product

· Normally focused on one industry ( cars, food

· What does Canada export?

· Most people think of products that we export such as lumber, minerals etc.

· But we also export a lot of SERVICES as well

· People from other countries pay for our good old Canadian “know how” (knowledge, creativity, manual work)

· What are some services that we export?

· Foreign Investments

· International business also includes investing money into other countries

· Foreign investment falls into 2 categories

· FDI (Foreign Direct Investments) 

· Occurs when a company wants to expand into another one…normally this means either buying an already existing company or establishing a new one

· And FDI will result in having DIRECT control over a company

· Why would a company want to buy an already existing company?  
· Well, its much easier to buy an already existing company, than to set up a brand new one

· Also acquire the knowledge and employees of the company

· Portfolio Investments

· When a foreigner buys a share of a company but has no control over how the company is run

· Like buying stocks on the TSX
From the text, read page 47 and answer # 1 and 2.

From page 49, answer # 2(b) – Find the 5 W’s (who, what, when, where and why)regarding a Canadian Trade Mission subsequent to 2001 (to hand in next Tuesday, October 19). 

