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1. Expanded Markets and Increased Sales

· Selling additional products into more markets has the potential for greater profits

· It brings with it increased risk; however, the possibility of profit usually wins out

· Growth through international sales can progress slowly as you grow the business, or instant sales and market penetration can be achieved by buying a foreign company and rolling their existing business into yours

2. Controlling Expenses

· Reducing costs to maximize profit is a key driver of international expansion

· Companies always consider where they can source the lowest price/cost for products, services, labour, parts, components, capital, technology, taxes

· Other countries often provide a more economical solution to production and manufacturing challenges, with lower labour costs, locations closer to needed natural resources and/or lower taxation

· North American car industry – most of the low priced models have been transferred from North American factories to those in Mexico or South East Asia

· Nortel Networks – large, million dollar telecommunications switches that used to be produced for the world in Brampton are now done in Mexico, Ireland and even China

· Disney does a great deal of its animation for the North American audience in India due to lower wages with equal quality

· Outsourcing (obtaining something by contracting it from another source) of work internationally often provides needed work at cheaper pricing

· Disney sends a great deal of its animation work for North American audiences to India due to lower wages with equal quality

3. Diversification

· Entering specific international markets can help to diversify your product line:

· Wendy’s purchased controlling interest in Tim Horton’s in 2000 in order to increase their sales into Canada and diversify their product offering.  Tim’s provides the majority of their profits, which they use to help Wendy’s compete better with McDonald’s

· Nike wanted to get into hockey globally, so they purchased Bauer in Canada to gain an established company with international recognition, existing strong production and quality, and pro player endorsements

· Quaker Oats wanted to get into the beverage market, so they purchased Snapple, which they almost drove into the ground.  Later they purchased Gatorade, a drink brand with much broader international appeal

· Earning revenue from multiple countries also helps to diversify your revenue stream, reducing reliance on the economy of one country

· if the Canadian economy is doing badly and sales are down, having business in other countries that are having strong growth can help to reduce any potential large losses for your company


4.
Competitiveness

· remaining competitive against your main competitors often involves competing directly in the same countries

· moving production to the lowest cost location at the same quality level can enable your company to exceed or maintain competitiveness with your global competitors

· buying or merging with your competitor can allow you reduce staff and reduce operating cost margins, while possibly giving you access to new markets

· Nortel Networks purchased Bay Networks, the #2 data switching company in N. America, to enable it to create unified voice and data networks and meet a challenge from a new data competitor, Cisco Systems

· International business giants often kill local small business when they enter new markets

· Wal-Mart wipes out local stores because of their major price advantage obtained through huge volume discounts and distribution systems

· Home Depot has wiped out numerous local hardware stores, as well as putting huge dents in Canadian Tire store revenues

From page 53 in the text, answer # 1 (a), (b) and (c) and # 2 (a), (b) and (c). 


