Foreign Direct Investment
 
The Next Superpowers:
1. Brazil

2. Turkey

3. India

4. Vietnam

5. Poland

 

When doing Foreign Direct Investment, companies must satisfy 4 stakeholders:
1. Shareholders 

2. Employees 

3. Customers 

4. Society

Foreign direct investment (FDI) or foreign investment - An investment abroad, usually where the company being invested in is controlled by the foreign corporation
Steps in FDI:
-          What is the plus Value of investing in a given region?

-          Can we work with the Local Norms?

-          How do we Secure our investment?

-          How much Flow of Money [Required] must you put in to keep these projects going?

 

Less Favourable for FDI:
1. Latin America

2. South East Asia

 

Where do Canadians put our money? (Canadian Direct Investment Abroad)
-          40% goes to the US

-          30% goes to Europe – France

-          10% goes the Asia – China, India are key areas

-          20% elsewhere

 

Foreigners to Canada based on Origin:
-          60% US

-          30% European

-          12% Asia

-          Chinese and India

-          2% Rest of the World

 

 

Regional Economic Integration
 

10 Reasons Never Better to be Canadian:
1. Real Estate – we have the roomiest homes on Earth

2. Immigrants – we attract the brightest newcomers

3. Business – more entrepreneurial than US

4. Peace – more peaceful than the Swiss and Australian

5. Space – we build the coolest robots in the universe

6. Food – society that’s developed expertise

7. Golf 

8. Environment 

9. Sports 

10. Health 

Economic integration refers to trade unification between different states by the partial or full abolishing of customs tariffs on trade taking place within the borders of each state. This is meant in turn to lead to lower prices for distributors and consumers (as no customs duties are paid within the integrated area) and the goal is to increase trade.
Reasons for Economic Integration:
1. Enhance your Wealth

2. Lowers Tariffs

 

Levels of Economic Integration:
1. Free-Trade Area (FTA)

2. Customs Union

3. Common Market

4. Economic Union

5. Political Union
The Foreign Exchange Market
 

The Players
1)      Reporting Dealers

2)      Financial Institutions

3)      Non-Financial Systems

 

US Dollar
1) Investment currency in capital markets

2) Reserved currency for many central banks

3) Transaction currency in international commodity markets

4) Invoice currency in many contracts

5) Intervention currency employed by monetary authorities to regulate their exchange rate

 

Geographic Distribution
-          34% UK

-          17% US

-          6% Singapore

-          6% Japan

-          4.5% Hong Kong

-          4.5% Australia

 

Top Commercial Banks
-          Dertch Bank 20%

-          UBS – in Scotland

-          RBS

-          HBC

-          JP Morgan

-          Morgan Stanley

 

 

Global Strategy
 
Changes in Strategies:
1)      Opportunities to Produce and Sell in Various Countries

2)      Speed at which we can do activities

3)      Cost and Techniques have changed how to process goods

 

External Industries:
1. Industry Structure & Drivers

2. Competitive Dynamics

3. Economic Conditions

4. Regulatory Environment

5. Technology Standards and Trends

6. Cultural Orientation

7. Customer Expectations

 

2009 Hourly Compensation
1. $21.00 in Canada

2. $3.25 in Mexico

3. $3.83 in Brazil

4. $34.50 in Germany

5. $1.68 in India

6. $1.35 in China

7. $0.85 in Indonesia

 

Hourly Wage - Breakdown of Workers per Country
1. 26% of world workers in China

2. 17% in India 

3. 7.5% in European Union

4. 5% in US

5. Indonesia

6. Brazil

7. Russia

8. Bangladesh

9. Japan

 

2010 Global Innovation Index:
1. United States

2. Germany

3. United Kingdom

4. Japan

5. France

6. Switzerland

7. Singapore

8. Canada

9. Netherlands

10. Hong Kong

 

Leverage Elements to Success Related to Strategy
1. Core Competency

2. Economy of Scale

3. Infrastructure Needed to produce goods and services

4. Distribution

 

Entering Foreign Markets
 
Issues that come from the US decision
1)      Capital Liquidity

2)      Inflation

3)      Intolerance of foreigners

 

Entering Foreign Markets:
1)      Perception and Opportunities should drive you 
2)      Timing of the Entry

3)      Strategic Commitment

 
Having a Plan:
1)      Commitment from the top

2)      The Means to achieve the results

3)      Evaluated to maintain the competitive edge

4)      Deals with Risk
 
Entry Modes:
1)      Exporting

2)      Lower Cost Production Environment

3)      Turnkey Projects

4)      Licensing

5)      Franchising

6)      Joint Ventures

7)      Owning a Subsidiary

 
Enhancing our Future Exportation:
1)      Understanding of Market

2)      Reliable Information about the production and distribution

3)      Associate yourself with Experts

4)      Strategy and Objectives must be understood
5)      Trust

6)      Prices and Financing

 
June 29th Notes

Google vs. Facebook:

-         both expanding to get markets

-         Facebook expanding based on searching tools

-         Google expanding based on social networks

-         dollar level beyond our capacity that we can imagine

 

Yesterday was 100th day of events in Libya

-         how much are we going to destroy the country?

-         Kaddafi sleeps at a different campsite every night, so it becomes very difficult to capture.

 

Why not doing the same thing in Serria?

-         Why is Russia not supporting them?

· pipelines go right through

· Also to control

-         Israel after 1956 war, they couldn’t buy weapons.

· Prime Minister of Russia went to Frnace and bought Milage planes, which were not permitted to be sold to Israel. But, they did it anyways.

· Then, Israel won 6 day war

· Russia used to be supplier of Israel. 

· Everyone is part of a bigger agenda

· They are controlling the next steps in Serria, Iran etc. 

· no one is willing to take on Russia…so nothing is going to happen, unless there is a lot of push from the inside

 

Today’s topic: Trade Policies
-         you exchange more and more to create growth

-         the next “super powers”

· Brazil

· Turkey

· India

· Vietnam

· Poland

-         They must reorganize their barriers of goods, services and monies.

 

Turkey:

-         proclaimed women do not wear the veil of their religion

-         they changed their alphabet to make it more easily compatible with Eastern alphabets so they could have the same capacity to learn the languages without the barriors.

-         it’s a growing society

 

Foreign Direct Investment
-         must attract capital in order to grow

-         20-25% of the debts of China’s business are bad debts.

-         Volume is keeping the society growing, but the problem is when you don’t have this volume, how do you keep paying for this debt?

-         Knowledge information society based on human character

· societies grow into these networks associated upon knowing everyone

-         The day there’s no more volume, you cannot reimburse, pay for salaries, capital investment

· need that foreign investment to keep the society going

 

Japan in the ‘80s

-         they were investing massively in joint ventures with the automobile industry

· ie. firestone, good wrench

-         then, they bought into real estate

· i.e rock fellow center

-         thirdly, went into jump bonds

 

-         Businesses could borrow at very cheap interest rates

 

China

-         when system is no longer able to expand because we are no longer buying, how do they pay those debts

-         system is based on exportation,

-         not owning properties,

 

IMF Director

-         she is from France; at 55; she is the first women to lead an important financial international institute in the world.

-         France had a monopoly of that position

-         IMF came up with their world projections

· In china, there is a major fear of over inflation – will be coming in the coming months.

· And how do you sell your products to Westerners? They go to the cheapest place. 

 

China

-         cannot keep up this pace for the next 10 years.

-         cannot keep low cost pay jobs without losing markets.

-         consequently, you must do foreign investments to bring in capital, investments etc.

-         They currently have a surplus of trade and using it to buy Western debts

· but, in the long-term its not used for the right reason – they must use it to make equity

 

Vietnam

-         another approach to capitalism

-         they protect us

 

Control

-         when doing Foreign Direct Iinvestment, companies must satisfy 4 stakeholders:

 

1. Shareholders – everything is business decisions
· they will make the call at the end of the day.

 

When dealing with products, must always come out with a new product, which cost a lot of capital.

-         RIM niche is to be in phones

-         they let apple play in their field

-         In US, Blackberry was the military choice.

-         Now apple is getting that military certification

-         If always investing in new capital, you cannot keep up

 

Hewlett Packard cannot keep up in their capital investments.

 

Panasonic has come out with a giant TV that can be your computer screen to get into a new niche.

-         they had lost the niche in the TV world, and moving on to other

-         requires a lot of money

 

1. The Employees – they  will stay if there is a future
 

Nortel built this multinational with brains, but the management was imbeciles. In 3 different locations, they manipulated the books so that the shares would be in the positive. Once the fraud was discovered, shares dropped. 

-         lost all the brains, because of poor management

-         In 1996 - 1997, every graduate in IT at UOttawa had a secure job with Nortel.

-         They were paid $700 (2nd year), $800 (3rd), $900 (4th) a day working at Nortel!!

-         Mentality in business was that they were making a lot of money, everything else wasn’t that important

-         In 1999, couldn’t predict the next 6 months because technology is so complicated.

-         In February 2000, John Roth of Nortel announced a growth of over 15% that year. July that same year, announced the largest deficit in history and $20 billion loss

-         Some profs lost all of their pension because they invested so much into Nortel.

-         Need capital to restart an industry

-         What makes it is the people.

-         At that time, about 35% of Canadians had a share on the market.

-         When they lost that money, they didn’t invest anymore.

 

 

1. Customers – those that expect either quality, low price, or volume

Dollarama – there’s your volume. Low cost.

-         started in 1983 in Montreal.

-         Owner today has equity of 2.7 billion dollars today

-         must find volume and niche; volume is kep thing that will keep you going at low cost.

 

Subway

-         $5 was suppose to be only 3 months, and they have kept it there

-         logic behind it

 

McDonalds

-         dollar drink days, reason behind it

-         volume and price are were its at

 

What will save Canadians in the long term is the equity – your house and your savings

-         that’s why there’s a financial system to limit

-         business people always have an agenda and schedule, because 95% of the time it will not be done if there are no goals set at the beginning of the year.

-         more difficult to purchase by yourself now-a-days

-         do not have simplicity of getting loans for buying properties

 

1. Society – the rules governing FDI; looking at labour claims and job conditions
 

Mining Company in Peru

-         was shut down last week

-         big protest because they were worried about pollution, and it’s contaminating water source

-         5 people died

-         Not allowed to shut down a mine in a foreign country

-         Canada is a mining country; number one in Africa – becoming the 4th biggest country in Latin America. Taking over the sector; very aggressive

-         in that part of the region, they don’t get benefits from the mining, no royalties, no jobs, no future considerations

-         ethical standard of society becomes an issue

 

 

Steps in FDI:
-         what is the plus value on investing in a given region?
· when you do FDI, you go for medium and long term, so what’s the plus value?

· How much capital can you sacrifice in a short-term?

· Once you invest, that money may not be productive for 3-4 years unless you purchase assets right away which will provide income. 

 

Work Permits

-         either have high expertise or a niche in that area.

· ie. specialist in cooking

· more you have a trade, or high expertise, the more you satisfy Americans. 

 

As much graduate schools in the Us as here

-         must buy a business in the US, to work in the states

-         Go to Miami and you’ll find its difficult to find laminated photos

-         What can we bring them that they don’t have in society

-         New York – a lot different

 

 

International Indian Academy

-         gov of Ontario put in $12 million for that festival in Toronto

-         getting ready for India – next superpower – for that shift

-         Building cultural ties, brings in business, culture, entertainment

-         a style of life from cuisine to artistic value

-         They have largest film industry in the world

 

 

-         Can we work with the local Norms?
· from currency, to bank practive to labour regulations

· in international business, things always go wrong

· must muddle through the international issues and accept what is there.

· adapt to where you’re going

 

Jean (Premier of Quebec) went to UK in Germany. But did not stop in France. If it was a PQ leader, they would always stop in Paris to greet them. Always the political tie since Frnaec would be first to recognize Quebec as independent nation.

-         treated as a head of state instead of a premier

-         but they do more business with Germany than France

-         so why would you go where there is less benefit

-         people are maximizing output

 

Cuba has one of the best health care in the world. Very strong health care system.

-         problem is that they are not being paid enough and will leave to go to US and Canada once they are able

-         how would you keep them there to prevent society from emptying.

 

 

-         How do we secure our investment?
· based on the investment we have, how do we secure it?

· doing a Greenfield operation – starting from scratch

 

Hockey team to Canada

-         floor cap of $48 million, they have to spend that amount of money.

-         In Florida, they have $23.8. Then have to pay that extra $20 million but they can barely fill 60% of the arenas.

-         Rule forced so players get their share of the pot.

-         NBC has the rights to the NHL games – specialize in 4 markets and smaller areas they don’t have revenue

-         But with all these rules, how do you secure your investments over the next 10 years.

 

Cannot secure your investments with all these rules

 

-         How much flow of money must you put in to keep these projects going? 
· normally, there is a 30-40% increase in costs from the initial projections when you do a foreign direct investment

· so many things in forecast – such as government delays to get permits etc since you still have to pay salaries, or maintenance of facilities, or local infrastructure that requires a lot o upgrades, security fences cameras etc.

· projected costs causes issues when not forecasted

· majority of population is very, very against doing foreign direct investments 

· Latin America

· Carribeans

· Goes back to colonial times when Spain used to play alliances with regions – Portuguese was part of this alliance. 

· brought a lot of conflict

· Also, the influence of Americans brought a lot of resentment. 

· They do not understand the local traditions

· Latin is mixture of Aboriginals, 

· Do not want to be managed like we do here in Ottawa

· Do not have same value systems that we do 

· European descendents 

· bring influences, and don’t understand the local particularities. 

· Slaves. 

· brought in.

· People got annoyed with all of that – not as open as you would see in Canada. Want to be respected with language. 

· Sign Language in Quebec 

· Mexico has international district zone; outside that district, law subscribes signs and everything is in Spanish and nothing else. 

 

 

Brazil is getting two international events

-         FIFA world cup and the Olympics

-         economic boom occurs when there is international events there.

-         closed to foreign societies in vertain areas, but open in other areas

 

Less Favourable for FDI:

1) Latin America

-         mostly roman catholics.

-         loves the coop movement

 

2) South East Asia

- political reasons and religious gorunds

 

Canada is in the forefront of the coop movement. More people employed in coops than in private businesses around the world. ¼ is directly working in a coop environment.

-         Halifax – annual meeting of coops

-         $30 billion in activities

-         key players in Ontario = growmark, ice cream Gaylea, the cooperaters.

-         largest movement in Canada is Desjardin - $175 billion this year

-         other large ones – CentralOne in finance

-         Problem is that coops in the business school is very tacky.

-         average person working in the coop movement, have a strong human (?) approach to business.

-         using cooperatives to fight hunger / poverty

 

On average Canadians invest $200 billion a year in the United States.

-         of that, the key area we invest in is Finance

 

 

Total FDI in the World, Where do Canadians put our money

-         40% goes to the US

-         30% goes to Europe – France

-         10% goes the Asia – China, India are key areas

-         20% the rest elsewhere

 

We have close ties with the US. FDI is going to go on the rise.

-         Canadian dollar is close to 1.015

-         we’re not losing money by investing in the States

-         same dollars, same language – more than 26% of foreclosures is with Canadians buying properties in the States.

 

Foreigners to Canada based on Origin:

-         up to 60% of what comes from the world is from the US.

-         they encompass 60% into Canada

-         They bring in technology and ways of doing business, ways of thinking and marketing – distribution approach.

 

Upgrading of Businesses

-         if they upgrade, it’s because there’s a reason for doing business here

-         must keep upgrading your stuff

-         must have capital

 

We are a secure easy society to work with

-         cities that work and quailty trained individuals.

-         society is well educated

-         polite and tolerable individuals that work hard

-         we can express ourselves, as long as there is no violence

-         also a demanding society – prone to equality rights, and resecting of differences.

 

Study in Asian Society About Women:

-         in China about 40,000 kids up for adoption and most of them are women

-         165 men to 100 women

-         at least 25 million men at 20 that cannot find a bride.

-         Selective abortions.

-         This society selects men over women.

-         Notion that women is less productive and brings less economic and well being in a family

-         Changes immensely the relationship

-         In Canada it is illegal to choose the fetus based on the sex

-         In Canada Men 102 to 100 Women. But then as you go older it becomes 100 women to 87 men.

 

Foreigners to Canada based on Origin:

US at 60%

Europeans at 30%

Asia at 12%

Chinese and India

Rest of the World at barely 2%

July 13th Notes

Research in Motion Conference July 12, 2011:

-         shares went down 68% (?)

-         they are doing well in foreign markets since other multinationals have not penetrated those markets yet

-         If you don’t dominate in the domestic market, you cannot dominate in the international market

-         RIM is being beat out by all the other companies in the domestic market

-         must deal with added value for shareholders

-         When meeting $127, they should have split their shares.

-         Now they are down to $28

-         They need to understand their next business cycle in order to compete

 

PanAm – explosion in Ireland

-         international flight company and was a success in the US, but did not take care of their domestic flights

-         competitors decided to go international and stay domestic too

-         PanAm lost all their shares

 

**Must dominate your niche market in the domestic markets before dominating international

 

Italy

-         at risk of going default

-         third largest economy of Europe

-         major social reforms; are they willing to take that risk?

-         The Euro – crisis of liquidity and loss of faith in the financial system

-         Americans putting pressure on the system – must decide by August 2 (?)

 

In 2008 – Leeming Brothers was the beginning of the cycle 

 

Ireland

-         the bonds bought are jump bonds

-         Used to be Golden country

 

Foreign
Definition - Money dominated in the currency of another nation or group of nations; transactions occurring take place in a foreign exchange market – from cash, traveler’s cheques and claims.

 

The Players
-         BIS (Bank of International Sellers)

-         located in Switzerland (three official languages – German, French, Italian and a national language – Roman)

-         In Bazl, Switzerland

-         Controlled by 55 central Banks

-         1) Reporting Dealers – money center banks; large banks ie. UBS, City Bank, RBS, HSBC (Hong Kong)

· Pay key roles due to the volumes they deal with

· Major investors running large portfolios of cash – run most of the instituions

-         2) Financial Institutions – central banks ie. Bank of Canada

· everyone is tied together

-         3) Non-Financial Systems – multinationals doing international transactions ie. Western Union

· you don’t have to have a bank account

 

-         Spot transactions = an immediate exchange of currency; usually done on the second business day after the dealers agree to the transaction/trade.

-         Spot Rate – the rate at which they agree

-         Outright Forward Transaction = a transaction on currency that is beyond 3 days at a fixed exchange rate; buying or selling for future delivery

 

 

Foreign Exchange ffffffffffffff – simultaneous spot and forward transaction

-         on a given day, swapping currency and at a future date, it will be reswapped (???)

-         Initial Transaction is on a Spot, and second is on a forward Transaction

-         ie. Between Canada and US.

-         Sometimes you need rapid cash – liquidity – to make transactions

-         Element behind that is that you’ll negotiate that price right now

-         $4 billion parts crossing the border everyday

· sometimes need that money to pay for fees

-         Detroit – abandoned

-         Downtown core works here in Ottawa

 

 

International Transactions – in 2010

- 86% of foreign transactions were in US dollars

 – has taken a dive with other currencies

- the Euro

- Yen

 

Oil is in US dollars - $1.65 / $1.80 a litre

-         impacts travelling and doing business

-         1.5 to 2.5 million barrels of oil everyday

-         does not take much to create panic

-         Americans have started to use strategic reserves to keep economy going

 

Peace between Israel and Palistan

-         Obama wants 1967 borders

-         Borders before the 6 day war

-         Russians, Europeans and Americans are saying go

Rebels in Libya

-         captured 3 villages that were on the Kaddafi side.

-         using naval force to get rid of Kaddafi

 

When countries have downfalls, always become extreme governments and this is always through military

-         window of a few years to fix it and that’s it

 

US Dollar

-         1) It’s an investment currency in capital markets

-         2) Reserved currency for many central banks

· easy currency to keep since there is stability and faith in the financial system

-         3) Transaction currency in international commodity markets

· price of wheat, oil, gold etc

· copper – crazy in Canada

· mining company in Port Cartier with avg income there 100,000 – 130,000 and houses are 130,000. 

· Mining invest $1.3 million

· But there is very little expertise in this area

-         4) Invoice currency in many contracts

-         5) Intervention currency employed by monetary authorities to regulate their exchange rate

· to use the Canadian dollar to settle a downfall in other currency

· October 30, 1995 – referendum for Quebec leaving Canada

-          

Major Pairs of Transactions

-         1) 30% - US and Euro

·  

-         2) Us and Japanese Yen

-         Prior to 1998, 30% of the foreign exchange was in Duchmach. Germans gave up a lot

 

Geographic Distribution

-         34% UK

-         17% US

-         6% Singapore

-         6% Japan

-         4.5% Hong Kong

-         4.5% Australia

-         etc….

-         Hong Kong will save the Chinese market when it collapse.

-         If the US or Europeans market plunges, the Chinese will take a dive and the Japanese will also have a dive

 

Timings of where we get the most Transactions

-         based on the local time here

-         2 major peaks

· When the Europeans are coming onto the market, 3 hours later it takes a plunge

· When the Americans are coming into the Market

 

Forward Market

-         we have to follow a trading process

-         Ex. US Company that received Euros for the goods sold

· Want to sell the Euros to get US dollars

· First, the company has to deal with a financial institution.

· Second, that financial institution must deal with a money center institution

· These institutions are usually commercial banks

 

Top Commercial Banks

-         Dertch Bank 20% - strength in the Euros and Pounds since its easier exnchage

-         UBS – in Scotland

-         RBS

-         HBC

-         JP Morgan 3.5

-         Morgan Stanley

 

Bills of Exchange

-Commercial Note

-Bank Draft

-In 2008, when the economy crashed, the commercial papers were worth basically nothing 

Thoguht they could change Iraq – communist regime

Americans took over Japan. The leaders in the business world were fired

July 27, 2011

 

This country has never been invaded in the past 2 centuries.

-         we haven’t seen enemy spoiled lands

-         built ourselves based on hope and opportunities

-         never failed to a point that we could not recover

-         International business – we don’t have  a lot of historical limits that don’t allow us to move forward

-         United States is our best friend.

-         The Britains have also aided Canada

-         Secure them (never breach their trust), show them how to make wealth and that we can do business together (with the U.S.)

 

Study that came out yesterday

-         the “blacks” (African Americans) and Hispanics are doing the worst through the recession

 

August 2nd, 2011 – Debt limit deadline

-         people coming to Canada to show you how to invest in properties in the United States.

-         Our Canadian dollar is at $1.06

-         must secure investments by this date or Canadian dollar could easily reach $1.09 - $1.11

 

Somalia

-         Western plot to defiet the Islamic rebels

-         1/3 of the population is starving

-         refugee camp has met nearly 0.5 million people

-         Over 50 million people that are starving

-         People are marching in the dessert for hours and hours in order to reach relief.

-         Region cannot restart in the near future

-         the drought cannot be controlled and will topple down the central African regions

-         Problems

· Drought – haven’t developed basic water systems

· Food – crisis that causes inflation; people want hard currency

· Foreign Forces – will give in to anything to get freedom; have no choice but to share.

-         Asking the US for another million dollars.

· Need to bring in the cargo 

· Cannot land the planes in Somalia because the rebels don’t want them too – one region would get food and another wouldn’t 

· Can get the financial crisis in order

· Can put rapid cash into the system to save lives

-         Canada has giving 50 million already

 

IMF

-         August 3rd there is no option – the world is waiting on the US to settle by this date

-         Issues that come from the US decision:

 

1)      Capital Liquidity

· Liquidity of financial instruments at risk – banks are willing to lend money but they need money to give money

· the central banks in all the major countries will have to increase the money supply to deal with the cash flow issues – risking major inflation by doing this 

· then you must raise interest rates in order to compensate

· Must cut the deficit so that people are able to borrow.

 

1)      Inflation

· With this comes inflation and protectionism 

· If you’re wealthy and have the capacity, you can make money from this

· Causes a separation of growth between countries, which causes conflicts 

· Right-wing movements that are arising and bringing back communism (defiets freedom and inequality) but this creates a minimum standard.

 

-         Intolerance of foreigners.

· 19 or 20 extreme trained paramilitary groups (i.e. separists) in Canada 

· not a major fear for society, because we don’t think that they will do anything

· In Norway, uncontrollable individual terrorist attack 

· We cannot think that this will not happen in Canada

· Glebe a few months ago, Ottawa police arrested someone driving who had a bomb in his trunk. It was the 5th time in Ottawa in the last 5 years – which someone already had in their cars explosive elements. 

· We are the only country on the Alkyta list of terrorism that has not experienced violence. 

· Must step up and never let fear guide us 

· In 2005, New York Times writes a critical article about the Iraq war saying that they made a mistake going – they reacted on the 911 issue and built up the environment for retalization and vengeance. The critiques were not heard – they were all non-Americans 

· Fear always makes us act in ways that are irresponsible
· We must show the world that regardless of the events, we are always open to business. 

· Hitler had test in Western society to accept Jews – McKenzie King returned the boat of Jewish refugees back to Europe and they were sent back to camps. 

· Cannot open the doors to everyone, but we cannot close them automatically. 
· Fear makes us stop taking risks.  
· More personal freedoms we give society, the more damage to society. But, you also cannot restrict their freedoms either. Have lost a lot of freedoms. 

· In Ottawa, could walk freely in the Rideau Halls without any limitations. An event occurred where an individual from Lebenon highjacked a bus from Montreal and put it on parliament hill. Wanted to tell people of the situations in Lebanon. Now, you cannot even drive onto Parliament Hill. 

· Lost freedom and managing risks based on fear of the future

· Must make risky decisions in society.

 

Entering Foreign Markets:
 

Which Foreign Market do I wish to enter?

-         More fear drives you, the more you will pull away

· I.E in the US, Detroit has lost its safety nets. Lacking a city population in a downtown core. People are using weapons to protect themselves 

 
1)      Perception and Opportunities should drive you

· Canada is getting into the industry of mining. Running out of skilled personnel. 

· Fort Lauderdale in 70s and 80s. It was the number 1 university spot to go; It was cheap and had a lot of social interactions. It built on that reputation but then it was getting a bad name. They turned it into a retirement neighborhood and getting rid of the students. 

· Learned to master the change in society

 

2)      Timing of the Entry

· want to be the first-mover investor

· Problem: you have to keep yourself in that market. 

· Blackberry was first a working tool for email etc.

· Then they added games to it. 

· They must compete against Apple and the Android (more selection of aps and they are cheaper to develop)

· People are drafting programs that are better than Blackberry

· RIM needs to take that risk in order to compete with the “fun” side of the younger generation

 

3)      Strategic Commitment

· You have a plan and you know what it is. Must also focus on this plan. 

· McDonalds is bringing back the half apples into their happy meals – in Canada is keeping the caramel sauce

· Also reducing the sodium levels

· McRib advertisement – colors are associated with being outside and having fun

· RIM lost this focus. 

Must have a plan:
1)      Commitment from the top -  a buy in from the top

· Lacoste in the Vancouver airport

· people need to know that the products exist and the portrayed image of the company

· Top of the company must believe what they are selling – selling a concept and a way of life

 

2)      Plan has the means to achieve the results

· if you don’t have the means, it’s just a dream

· the tools are fundamental

 

3)      Plan is evaluated to maintain the competitive edge

-         must upgrade to keep this edge because there is always going to be someone who wants to beat you

-         Russia vs. Canada hockey games, in 1972 capitalists versus communists. Thought we could beat the Russians. We won the cup, but we played dirty.

-         Strategic commitment

 

4)      Deals with Risk

-         not all company’s are able to sustain risk

-         C-Series Bombardier (airplane) – in a niche that is being challenged by the Japanese, South Koreans, US and Brazil. Must sell all of these planes.

· Need to be able to have this carrier that brings in regional perspectives, but problem is you are dealing with large machines and the capacity to deal with the market. 

· So much competition with other aircrafts and regional competition that directly competes.

· Issue with the risk: it took 2.5 billion to build the A380. How many companies can sustain that type of competition when there are so many subsidies from the States to keep them going

· Bombardier must find capacity ot sell

 

Entry Modes
1)      Exporting

· must directly export your product to a given society and hopefully have someone to distribute for you

2)      Lower Cost Production Environment

· always someone that can do it cheaper

· dealing with a distribution system and insecurities

 

Panama Canal – being built to take on large ships to bring things to Panama.

-         Canadians by 2015 will have to deal with a major pressure point

-         Will be replacing the Arctic route.

-         If Canada wants to handle all traffic up North and get all the royalties from that if this happens

· Aboriginals were the first Canadians and we pay for them to stay up North

· Also must deal with environmental issues

· But there is immense pressure to deal with this

 

3)      Turnkey Projects

· providing all the instruments of production in the foreign land.

· I.e. building a refinery of oil 

· Problem: the lack of refineries, not the supply

· Shut down because of costs and have gone to foreign markets. 

· Montreal is closing the refineries and there’s only 2 left

· In business, providing a turnkey you’re giving away all your knowledge and expertise

 

4)      Licensing – granting someone the right to a product specifics but in return expect royalties

· someone can take on your product and produce it and give you royalties

· the more high level technology, the more difficult it becomes to control the licensing 

· ATT produces transistors. They licensed these products to Japan and reshaped it to make them portable radios.

· LG is from South Korea – US has lost the niche of making TVs

· Pharmaceutical industry; Once you give away your recipe, they will take it and go to the next level

· Apple’s capacity to produce its Ipad – key components stay in the US, but they come from China

 

5)      Franchising

· reasonable when you have rapid retail growth

· Problem: how you maintain standards.

· largest bag of popcorn at the movie theatre is 17 cents. 

· you sell the product to those people who want to make a profit.

· Must play with rules that are not your rules

· Kernels in Bayshore make nearly $0.5 million in profit

 

6)      Joint Ventures

· Undertaking a shared business approach.

· Rapid investment and reduce risks

· Downside though is that you have to play with different cultural rule system and you lose the control of the project. 

· the more the cultural differences, the more difficult to have a joint venture

· GE Model – strong component of joint ventures = similar cultures

· embedded Canadian forces with the US troops – learned to work together even though we have different systems 

· Americans have the highest esteem for Canadian soldiers. because they trust them. 

· Learn to gain respect and trust by working together

 

7)      Owning a Subsidiary

-         must have the money first to get there

 

Enhancing our Future Exportation:
 

1)      Market Understanding of Market - internationally, must have an understanding of the Market

· what people are willing to buy and what they desire

· is there a market for these goods?

· We have won the number one cheese contest in the world from a small Quebec village

· Must have people that understand where you are going and how things happen

· Circque du Soliel – niche for human talent 

· there are 5 of them in Las Vegas

· Today, they need to become inventive for the next wave

· In business, need to know the next wave

 

2)      Reliable Information about the production and distribution

· not just the idea, but how to get there

 

3)      Associate yourself with Experts

· expert companies will come up and will provide this knowledge

· Problem: how good are these experts?

· Must take a risk

 

4)      Strategy and Objectives must be Understood

· how you’re going to do it and what’s the plan

 

5)      Trust

· In business, the biggest challenge is the notion of trust.

· Important in society because business transactions involves a certain degree of risk and incertainties

· Question: How much are you willing to tolerate?

· If the Americans fail, the world fails 

· if they don’t resolve their crisis by August 2nd, the stock markets will take a massive drop. Very volatile markets and there will be a catastrophe in China. People are going to call back their loans

· American and Canadian’s took risks to restart GM

 

6)      Prices and Financing

-         we need money to do deals otherwise project never flies

-         Question: how do we finance a transaction

-         Majority of deals are made by letters of credit (document is issued by a bank that stipulates the conditions in which it will make the payment)

-         2nd possibility is a draft (an order that will pay an importer specific prices for the goods)

· On-site Draft – money right away

· Time Draft (promise to pay at a given date)

-         If there is a financial crisis, everyone is going to go for an on-site draft and promise notes are going to go for a dive

 

 

 

Final Exam
-         Monpetit 202

-         Topics – everything covered after the midterm

-         Chapters 7 – 13

-         Same as Middy

1) Current Events

2) Specific Topics Covered in Class

