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Growth and expansion are two vital aspects that firms strive to achieve. These days multinational organisations play a key role in the process of globalization. There are various crucial reasons that prompt firms to move international. Maintenance of pace with the growing competition and emendation of strategies in compliance with the changing ambience are essential aspects of global proceedings. Strengths at the domestic level may prove to be promising in the international markets. However, companies need to exercise certain practices to cope with the global environment. Even though its a hard deal to gain success internationally, firms are able to nose out a several opportunities from the platform it receives. The intent of this essay is to illustrate the roots that drives firm to turn multinational and the methodologies involved in it. The main focus is on the growing trend of companies to trade globally.

Rationale Behind Internationalization

Augmentation is one of the habitual tendencies of business organizations. Various factors constitute the core for firms to move international. Some of the significant basis are highlighted underneath:-

eas: Company's progress internationally to deepen their workforce and to acquire creative ideas. Firm's manpower composed of different backgrounds and cultural variations can accumulate fresh ideas and notions to help its growth. For instance, recruitment of individuals in IBM being conducted from diverse backgrounds with a belief of competitive advantage that steer innovation and benefits customers.

Diversification: Product and service diversification in numerous nations minimizes firms exposure to probable political and economic unreliability. Changes in demographics enables workplace to be more flexible and increases value, stimulating better results for customers. Also deliver assorted talents that acts as strategic advantage.

Budget: Budgets can be knocked down along with increase in returns as overheads can be trimmed in countries with deflated currencies and economical cost of living (alike India and China ). Transportation and Distribution costs can be reduced with respect to specific markets, in addition dependence and crisis on local markets can also be avoided.

Rise of Global Consumers: Consumers preferences all over the globe are turning into similar tastes, trends and lifestyles regardless of the country they live in, this supports the international firms to attain economies of scale for products and services with worldwide exposure. Globally standardized offerings also allow firms to compete in the vast size of markets.

Power and Prestige: Image of a firm is a key issue in its way to prosperity. Being international, firms are able to enhance their power and prestige which boosts its domestic sales and association with various stakeholders. Investors are likely to fund more for prestigious and powerful companies.

Synergy: Opportunities of combine benefits can be gained from operations in different national environments. For example, in the early 1960's Japan pressurized IBM to offer its basic patents to the Japanese companies, in return by 1985 when Japan evolved with its own leading technologies IBM was able to access the Japanese patents(Mendenhall et. al, 1995).

Products and Services: Obsolete merchandise in the local market may be innovative in other rising markets, similarly outdated machinery and technologies at home may proved to be innovative in less technologically advanced economies. New commodities unsuitable for domestic level may be shifted to other foreign localities for appropriate return on investments. For instance, a British manufacturer of heaters noticed that Venezuela, Brazil and Jordan imported a good deal of heaters. In Jordan it was used for heating during night to fight against temperature whereas in Brazil and Venezuela it served for drying coffee. Likewise circulation products and services in numerous dispersed markets contribute Economies of Scale and Scope thus discounting the cost of production(Mendenhall et. al, 1995).

Location and Ownership:Firms are anxious to foreign expansion in certain areas rather than others which gives rise to location theories based on manufacturing cost and the specific markets for the firm's product and services(Dicken and Lloyd, 1990). Location is a crucial factor for firms to proceed internationally in search of cheap labours, resources, government incentives and other natural conveniences. Morrison(2002) states “Industrial Agglomeration”, an accessibility of suppliers and customers in a single location acts as a vital factor in supporting the bunch of industries in distinct areas. These opportunities yield synergy and learning from one location to other. On the other hand Dunning's(1993) eclectic or OLI paradigm describes the importance of ownership as property rights over assets, natural resources, expertise in organizational and entrepreneurial skills helping in achievement of vertical integration thereby reducing costs. Eg. Attraction of Mexico for availability of low cost labour, nearness to American markets and incentives offered to foreign markets.

The perceived advantages should go beyond the foreseeable risks, contingent on the internal(strengths and weaknesses) and the external(opportunities and threats) environments. An organisation's purpose of flourishing globally can be both reactive and proactive(Mendenhall et. al, 1995).Reactive in a sense when managers react to something outside the firm in its external environment, whereas proactive implies to a kind of competitive benefits to the firm. Both the categories can be availed concurrently depending upon the circumstances of the company.

Approaches and Prerequisites for moving International: Flourishing and conquering of foreign markets are essential for firms in their way of growth but it requires some definite approaches and requirements. Organizations can attain a clear way to transform into multinationals by evaluating the probable opportunities through scanning of the anticipated scenarios. Firms basically commence internationally through exports and imports. Domestic products and services are sold in foreign markets, low risk but quite expensive in dealing. Licensing, contracting and franchising are the intermediary stages for getting associated globally. In licensing, organizations as owner or licenser, empower other local firms(licensee) to manufacture their products locally when they lack financial or managerial capabilities to do so by their own. Contracts are those deals where companies place order to other domestic firms for manufacturing as a means of incurring low cost from cheap labour and favourable resources . Turnkey operation is an other sort of contract based international business tend to be for mega projects with special kind of requirements such as to provide construction facilities, startup operations and training to local personnels(Dawes, 1995). The most common technique of expanding brand internationally with minimum usage of workforce and facilities is franchising, this option includes less risk where the home company permits the foreign investor to avail the company's name, logo and brand. In return the home company extracts a percentage of the stores profit.

Ownership Designs involve long term commitments, needed to be analysed closely. The decisions should be made cautiously and strategically with respect to the benefits and risks involved. The various forms of ownership patterns are as follows:

Total Ownership: One can exercise full control over its overseas operations and decisions without sharing the profit. Firms are also able to maintain its standard of products and services throughout its business. Needs vast amount of funds, simultaneously no sharing of profits means no sharing of losses. Moreover this pattern counts complications in managing local relations with host government, staffs, suppliers and creditors.

Public Sales of Shares: Companies sell shares in the foreign open market to raise capital and share risk. A degree of control is maintained as ownership is dispersed evenly over a great number of small shareholders.

Ownership fadeout: Firms launch with a lion's share of ownership with an aim to grab the initial profits in new profitable markets and overtime sells its major part when markets turn mature.

Little Ownership: When firms lack day to day working capital and depend upon foreign investors.

Corporate Ventures: Non equity settlement where organizations team up with each other for specific purposes. For instance, two companies working together in R&D to generate new technologies.

Many firms get opportunities to go international by dint of chance. For example, the Silver Leaf company established operations in the African country of Kush because of a chance aeroplane stopover(Punnett and Ricks et. al, 1995).

Several other critical issues persists in dealing internationally. Physical movement of goods from one part of the world to other includes preferences for speed, cost, safety, reliability and suitability. Various modes are available, via ocean, air, rail and even electronically. The relationship between buyer and seller decides the payment method, where both parties remain concerned with the risk factors linked to it. Currency is an another consideration for payments and transactions, which depends upon the exchange rate and money value. Standards regarding packaging and labelling should abide by the foreign requirements. Ethical issues are of great concern for firms while stepping outside their domestic domain. They need to act more ethically and socially to comply with the specific notion and norms of the society. Awareness about the needs, beliefs and orientation of society adds upto the better understanding of cultural values which is essential in building business relationship.

Conclusion:

Virtually the world has transformed into a different stage from that of fifty to sixty years ago. It has turned more open as well as converged in rather different ways(Dicken, 2007). Understanding of the needs, attitudes and patterns of the changing atmosphere will favour firms to succeed in their international growth and progress. The purpose of this essay is to highlight the rationales that provoke organization's to trade beyond their home and the course of actions required for it. Besides, it also confer about the ownership patterns and the strategies, firms adapt for internationalization. Standards are assigned by values and beliefs, depending upon which everything is judged in the society. Finally, the essay concludes with the ethical issues and the cultural values that evokes a positive image of organization on the prospect's mind.
