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Made By Humans (MBH) is an award winning designer and distributor of contemporary giftware, home and office accessories, and stationery and promotional items. The company offer unique products that have a distinctively modern look, that are functional and, last but not least, affordable. MBH tries to be creative and innovative in what they do and don’t mind pushing the envelope a bit when it comes to new product development. They are proud to say their “customers always tell us that our stuff is ‘so different’, and that’s just how we like it!”
Short History
The company has been in business since 1998. 
It started out as a company specializing in the design and production of 3-dimensional puzzles. They were entirely made by hand from different types of natural wood. Although successful, they decided to try out something completely different after a number of years and introduced a rather innovative line of flower vases. They were made from high-tech, modern materials such as resin, thermoplastic rubber and acrylic.
It proved to be a major turning point for the company. 
The vases were a big hit and MBH began to direct all their efforts into the development of more and other home décor products. As a result the company experienced a tremendous growth spurt, it more than doubled its staff, moved to larger premises, and developed a close relationship with a large distributor in Ontario.  Within one year, the company had over 300 outlets in Ontario that sold its products.
About this time the company began to attend some fairly large trade shows particularly in the Greater Toronto Area.  Sales results were encouraging and the company continued to grow.   Three years later, in 2005, MBH won two prestigious awards which brought them to the attention of the national audience.  Alost overnight, the company was bombarded by requests over their fax and web site for not only the award-winning products featured in the trade shows, but for other products in those lines.  
The company again doubled in size and moved again to still larger premises.  During the next few years, the company experienced considerable success winning every top award in the country and seeing their revenues grow by over 20% per year.  But, they also had some growing pains: they had to change distributors and shipping companies; fired and hired new employees; changed Board Members; and fought and won lawsuits from disgruntled customers and staff.  But, they learned from it all and, by 2012, they had distribution agreements with companies in every province and were a coast-to-coast company: MBH had thousands of customers; had won numerous awards; had loyal staff, a healthy balance sheet and very sound management.

The World Beckons
That level of activity attracts interest.  MBH has been invited to enter contests in some of the biggest Trade Shows in the world.  They’ve been asked to go to Chicago, L.A. and New York.  Also, Munich, Paris, and London.  Rio de Janeiro, Buenos Aires, and Santiago too.  And Tokyo.
While some members of the Management Team and Board of Directors are thrilled with the attention, some are wary about how too rapid growth can affect their company.  The most cautious members have learned that big contracts are not necessarily the best thing for a company.  But, those who want to grow recognize that Canada is a small market and being dependent on just one market—even one as large as Canada—is not very smart.
Large, dynamic, exciting and lucrative world markets beckon.  MBH is at a crossroads.  You’ve been hired to help them through it.


1. As background information for the Board and Management Team, you’ve been asked to talk a bit about the stage on which global trade occurs.  The biggest actor on that stage is, arguably, The World Trade Organization (WTO).  None of them knows what that is.  Describe the WTO and explain what it does to facilitate international trade.

· The World Trade Organization regulates and liberalizes world trade. WTO was established on January 1, 1995 and was created by the Uruguay Round negotiations that was in effect between the years of 1986-1994. It replaced the General Agreement on Tariffs and Trades (GATT) that initiated on 1948 (Wikipedia ). To facilitate international trade, the organization is responsible for governing WTO trade agreements, handling trade disputes, monitoring national trade policies, cooperating with other international organization, providing technical assistance as well as training for developing countries, and serve as a medium for trade negotiations. (Understanding the WTO , 2012). 

As of August 24, 2012, the World Trade Organization manages 157 countries, of which 117 are developing countries or separate customs territories (World Trade Organization , 2012). The WTO is the only international organization that deals with the global rules of trade between nations. Its main function is to ensure trades flow as smoothly, predictably and freely as possible (World Trade Organization , 2012). Pascal Lamy who became the Director-General in 1999, leads a staff of 640 secretariats in Geneva, Switzerland.

Made By Humans, being a Canadian company, benefits from the accountabilities that the World Trade Organization facilitates since January 1, 1995. Among other countries, Canada was one of the founding members of the General Agreement on Tariffs Trades. Upon signing the new WTO agreements, countries that were a part of GATT before 1994 officially became “WTO members” (World Trade Organization, 2012). 

Made by Human benefits from the WTO in many ways; first, the contests that they have been invited to enter around the world are also part of the WTO. United States, Germany, France, England, Brazil, Argentina, Chile and Japan were also part of the GATT before 1994 which entitles them as a member of the WTO as it launched on January 1, 1995 (World Trade Organization, 2012). Second, the structure tolerates disputes to be handled constructively. As Made By Humans expands into the global market, the chances of disputes arising are higher. People of different nations and cultures may not share the same beliefs and values which can then be the root of all differences. Third, global trade stimulates economic growth which has potential to lead to more jobs. Statistics shows that one in every four Canadians works for a company associated in international trade. And most important of all, and surely not the last is that Made by Humans can benefit higher efficiency and low cost when doing trade internationally. The basic principles of WTO’s trading system make the structure more economical for everyone. These principles include no discrimination and transparency (World Trade Organization, 2012).

2. In today’s global economy, governments are under tremendous pressure to protect domestic economies.  Many analysts point to an earlier era where protectionism was common.  Describe protectionism and explain why it can have a positive impact on a domestic economy while having a negative impact on the global economy.

· Protectionism is a policy that restrains international trade in order to protect domestic businesses and jobs from foreign competition. Some ways it can protect local businesses is through import tariffs, quotas, and subsidies or tax cuts to domestic businesses (Investopedia, 2012). 

Protectionism can have a positive impact on domestic businesses as they are the ones being protected in the policy. When tax breaks and subsidies are granted by the Government, local businesses are more likely to stay in business because they benefit from these offers. It also keep terms of economics, protectionism has been closely aligned with anti-globalization. It shields domestic businesses and employees within a country by regulating trade with foreign countries (Wikipedia, 2012). 

In contrast, protectionism is a disadvantage for companies that trade internationally. It is the opposite of free trade agreements. It limits the capability and capacity of an international company to trade within a country that stresses on protectionism. Adding tariffs on imported goods makes the selling price higher, which then makes it less attractive for consumer to purchase. Another factor is quotas; it is the maximum quantity of a certain product that can be imported in a country in a given time period. 

Made By Humans can benefit from protectionism if it chooses to stay a domestic business. It reduces high competition from foreign countries who wish to do business in Canada. On the other hand, they can suffer from protectionism if the country they are trying to expand to implements these policies. Either way, whether they choose to expand or stay within Canada, protectionism is a factor they must consider. 

3. The members of the Board know about Free Trade Agreements (FTAs) but are surprised to learn that Canada is pursuing them so actively.  Explain why Canada has signed and is pursuing so many new FTAs; and, state why FTAs benefit the Canadian economy.

· A free trade agreement is a contract between parties that eliminates tariffs, import quotas and preferences on most goods and services traded between members (Wikipedia). 

Canada is pursuing free trade agreements so actively because it is in the Canadians interest to do so. Some betterment they gain includes: stable structure to carry business, protection for investors in foreign land, secure markets for exporters to access, various choices and better prices for Canadian consumers and enhance productivity and efficiency. Taking all of these components in account, it can result to new jobs and higher incomes for the citizens.  Canada benefits immensely from free trade agreements because it has the power and potential to contribute to higher standards of living not only for Canadians but also their investment partners. Although Canada profits from these agreements, it has not given up its core values and policies (Forum for International Trade Training , 2008). 

Canada currently holds free trade agreements with Columbia, Peru, Costa Rica, Chile, Israel, United States of America, European Free Trade Association, and North America Free Trade Association. While ongoing negotiations with Ukraine, Singapore, Morocco, Korea, Japan, India, Dominican Republic, CARICOM, CA4, CETA, and FTAA are still in the process (Foreign Affairs and International Trade Canada , 2012). 
	
Made by Humans can benefit substantially from agreements that are in effect with two countries they are potentially expanding to: United States came into existence in 1989 and Chile since 1997. Canada’s most valuable trade and investment partner, its neighbouring country accounts for 80% of Canadian exports reaching approximately $2 billion worth of goods and services (Forum for Intenational Trade Training , 2008). Meanwhile, Canada’s direct investment in Chile has also expanded, reaching $13.3 billion in 2010, making Canada the largest source of investment in Chile over the last decade (Foreign Affairs and International Trade Canada , 2012).

Made By Humans, may have to postpone expansions in countries that are not a part of the agreement or are still in the process of negotiating free trade agreements with Canada such as Japan. Without the agreement, tariffs may be too high to even pursue business in some foreign markets.

4. Canada’s wealth and standing in the highly competitive world economy is based on trade.  Describe the role that international trade plays in the Canadian economy highlighting the advantages and disadvantages of international trade for the average Canadian. 

· Exports of goods and services plays an important role in the Canadian economy as it accounted for approximately 36% of Canadian gross domestic product in 2005. Canada comes 9th in the world in terms of largest exporter and 10th in terms of importing. Canada’s economic performance within labour markets has promoted an average of 250,000 new jobs every year. It has been estimated that one in four Canadians workers is associated to exports in global markets. The amount of exporting companies in Canada continues to develop. Between an eleven year period, from 1993 to 2004, it went up 59% from 27,600 to 43,800, respectively (Forum of International Trade and Training, 2008). 

There are many advantages of international trade that a domestic company such as Made by humans can benefit from. It can have the ability to lower its infrastructure cost, resulting in higher productivity and efficiency. It can also enhance domestic competitiveness, gain global market shares, and most of all gain new knowledge and experience. Diversification can also be of great benefit. When selling to multiple markets the risks are spread throughout those markets making it easier to compensate for markets that fail (The Knowledge Brokers, 2012). 

Some disadvantages a domestic company like Made by Humans may encounter when doing international trade are; the costs may too high to maintain, business negotiations in foreign nations may be too time consuming and fail to use resources that are not easily accessible (Richardson, 2012).  Another major component to take into account is the environmental and political issues a country you want to export to may be facing. One thing to note is that when doing business in a foreign market, it is unadvisable to conduct business as you would in your country. Many aspects can alter your business model such as the demographics, culture, values and beliefs of the country you are exporting to or the businessman you have to encounter before the deal is whole. What is proper in one country may not be the same for another. 

5. To encourage Canadians to get involved in trade, the Canadian government does a lot to facilitate international trade.  EDC fills a number of different roles in this effort.  Describe what EDC does, in detail, to promote international trade.

· Export Development Canada, also known as EDC, is Canada’s export credit agency that was founded in 1944. EDC assists Canada’s export trade by aiding Canadian companies perform international business opportunities (Export Development Canada ). 

Export Development Canada administers many type of insurance, bonding products, small business solutions, financial services and risk management to Canadian exporter to 200 markets worldwide, including 130 emerging markets (Wikipedia, 2012). They also engage in direct investment abroad and into Canada.  They work similar to commercial institutions; they collect interest on their loans and premiums on their insurance products. They are in partnership with other financial institutions when delivering much of their business. Export Development Canada is a self-financing, Crown corporation that operates closely from the Government (Export Development Canada ). 

Since EDC has been recognized, they have contributed more than $1,041 billion in exports and foreign investment by Canadian companies. In 2011 alone, Export Development Canada assisted 7,877 Canadian companies conduct business in 195 countries (Export Development Canada ). 

Made by Humans can utilize the services of Export Development Canada to further expand globally especially if financing or management risk is the issue. They can acquire an insurance policy through EDC that covers 90% of the losses a company may incur when performing international trade in countries that the policy applies to.   They can then use that insurance to apply for a loan from a financial intuition in order to get started (Hotchkiss, 2012). 

All of the countries that Made By Humans are potentially expanding to, Germany, France, United States, Japan, Brazil, Argentina, England and Chile are in accordance with Export Development Canada. They can start their venture knowing that they can confidently implement their expansion plan with the help and support of an export credit agency.  
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