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Are You Ready To Go Global?

The Risks and Rewards of International Trade

The chance to increase revenues, discover new ways of marketing, and build their brand image? Many Canadian businesses would jump at that winning formula – and they could if they literally expanded their horizons.

“More and more Canadian companies are considering the possibility of going global,” says Peter Mathews, Senior Manager, Global Transaction Solutions, RBC Royal Bank.

Mathews has helped hundreds of companies, of all sizes, to navigate the journey into international trade.  He understands the rewards – and the fears.

One 2007 survey of Canadian businesses found that the vast majority believe in the benefits of globalization.  Yet many are hesitant to take the plunge, partly because they don’t fully grasp the complexities of expanding their business beyond Canada’s borders.

Journalist Andrea Mandel-Campbell, in her 2007 book called Why Mexicans Don’t Drink Molson, suggests that many Canadian companies have the means to become more global, but are often timid about the prospects.  A certain moxie is missing, she says.

That assertiveness, agrees Mathews, is ultimately what it takes to succeed on the global stage.

“You have to be tenacious, have clear objectives and be prepared to follow them through, and even put your business on the line,” he says.  “It takes a lot of hard work and dedication to make it pay off.  But the rewards can be amazing.”

For any business thinking of going that route, what are the chief obstacles and opportunities?  Start with the obvious question: Do you have a market?

“You need a good overview of the foreign market,” notes Mathews, “including its import and export regulations, fiscal policies, the relevance of your product or service, and the local competition you would face.”

Several government websites provide valuable information, including Foreign Affairs and International Trade Canada (http://www.international.gc.ca" http://www.international.gc.ca), Industry Canada (www.strategis.ic.gc.ca), and the Canadian Trade Commissioner Service (www.infoexport.gc.ca).

Canadian embassies or consulates can offer some guidance, and help you connect with
the local business community (e.g., through a Chamber of Commerce or its local equivalent.)  As well, there are private firms that can produce market intelligence reports.  At some point, of course, a visit to the country would be in order.

Aspiring global players have to consider a host of practical questions.  Do you have the ability to meet the demand if you got a contract tomorrow?  Are you switching some capacity from an existing market, or is this an add-on?  Do you need an export license?  How will you price your goods?  Ship them?  How should you deal with the finances?

In addition to talking to trade experts and other specialists (e.g., freight forwarders for anything related to physical shipments), here’s where the right financial institution can play a key role.

“No matter how your transaction is structured, you’ll have a payment element, a foreign exchange component, and, if you want to make sure you get paid, a trade finance component,” advises RBC’s Mathews.  “It’s important to talk to a bank that can advise you how to mitigate your risk and manage your cash flow.”

At RBC, for instance, Global Transaction Solutions personnel help clients choose the best payment methods, get competitive exchange rates, and achieve and give better credit terms – all important elements for the success of a global venture.

That success, Mathews points out, can bring rewards that companies often find harder to attain when operating solely in the domestic or the U.S. market.  

Obviously, expanding your business abroad can increase revenues.  It can also help you hedge your bets, suggests Mathews; just as you may not want a high percentage of your revenue to come from any one client, you can spread your risk by dealing with multiple countries.  That’s especially important if you’ve already saturated your existing market.

In gaining exposure to new buyers and markets, you might also become aware of further opportunities that aren’t available in the domestic market.  Mathews describes a client who produces rubber for the tire industry, and who linked into a company in India producing another tire component.  Now, the two companies are collaborating on a venture.  “Whatever you’re selling might dovetail nicely with a product or service in another market,” he comments.  

Dealing internationally also forces companies to master issues that can help them in their business overall.

“You can learn things about cash flow, cash positive deals, or the liquidity of a transaction,” Mathews notes.  “These are things you should be thinking about whether or not you’re doing business abroad, so that you can make more from your business.”

Finally, going global can enhance a company’s brand image.  “If you’re an international player,” observes Mathews, “prospective buyers tend to see you as somebody worth doing business with – and I think you’re taken a lot more seriously domestically as well.” 

For more information about taking your business around the world with confidence, visit http://www.rbcroyalbank.com/commercial/international/index.html .



