International Business: A general overview

International Business in Italy

UniCredito Italiano: A global player in the international arena

Credito Italiano International Services: the easiest way for small and medium size firms to go international

Ladies and Gentlemen:

It is a great pleasure for me to be present on this occasion of the first International conference of the World Exporters Importers Organization.

Ever since the first national borders were formed, international business has been conducted by nations and individuals. In many instances, international business itself has been a major force in shaping borders and changing world history.

As an example, international business played a vital role in the formation and decline of the Roman empire, whose impact on thought, knowledge, and development can still be felt today. Although we read about the marching of the Roman legions, it was not through military might that the empire came about. The Romans used as a major stimulus the Pax Romana, or Roman Peace. This ensured that merchants were able to travel safely on road built, maintained, and protected by the Roman legions and their affiliate troops. A second stimulus was the use of common coinage, which enabled business transactions to be carried out and easily compared throughout the empire. In addition, Rome developed a systematic law, central market locations throughout the founding of cities, and an excellent communication system resembling an early version of the Pony Express; all of these contributed to the functioning of the marketplace and a reduction of business uncertainty.

International business flourished within the empire, and the improved standard of living within the empire became apparent to those outside. Soon city-nations and tribes that were not part of the empire decided to join as allies. They agreed to pay tribute and taxes because the benefits were greater than the drawbacks.

The fact that international business was one of the primary factors that held the empire together can also be seen in the decline of Rome. When "barbaric" tribes overran the empire, again it was not mainly through war and prolonged battles that Rome lost ground. Rather, outside tribes were attacking an empire that was already substantially weakened at its foundations because of internal infighting and increasing decadence. The Roman peace was no longer forced, the use and acceptance of the common coinage had declined, communications no longer worked as well. Therefore affiliation with the empire no longer offered the benefits of the past. Former allies, no longer seeing any benefits in their association with Rome, willingly cooperated with invaders rather than face prolonged battles.

Today the impact of international business is greater than ever. Countries that have never been thought of as major participants have emerged as major economic powers. Individuals and firms have come to recognize that they are competing not only domestically but also in a global marketplace. International business has given rise to global linkages of financial markets, technology, and living standards that were previously unknown and unanticipated. It has also deeply affected domestic economies and has resulted in the emergence of totally new opportunities and threats to firms and individuals.

The term «International business» refers to a wide range of activities involved in conducting business transactions across national boundaries. International, as opposed to multinational, business suggests a comprehensive approach to operations of both big and small firms engaged in business overseas.

International business holds out the promise of large profits, yet firms cannot simply jump into the international marketplace and expect to be successful. They must adjust to needs and opportunities abroad and achieve success through gradual market entry. The rapid globalization of markets, however, reduces the time available to adjust to new market realities.

When did globalization begin?

We do not know the exact answer to this question. Some economic historians attach globalization “big bang” significance to 1492 (Christopher Columbus stumbles on the Americas in search of spices) and 1498 (Vasco de Gama makes an end run around Africa and snatches monopoly rents away from the Arab and Venetian spice trader). Other world historians insist that globalization stretches back even earlier. There is a third view, among scholars, which argues that the world economy was fragmented and completely deglobalized before the 19th century. None of these three competing views has explicitly shown the difference between trade expansion driven by booming demand and supply within the trading economies, and trade expansion driven by the integration of markets between trading economies.

If the term globalization is defined as the integration of international commodity markets, we can safely accept, based also on some empirical evidence, that globalization did not begin 5000 years ago, or even 500 years ago. It began in the early 19th century. In that sense, it is a very modern phenomenon with which we have to confront ourselves.

In 1999 worldwide economic activity showed a decisive recovery despite risks of recessionary regression that emerged at the end of 1998. Worldwide economic growth rates increased from a little more than 2% in 1998 (the lowest since 1991) to about 3%, which was considerably higher than forecasts. This result was obtained in part due to the expansionary orientation of monetary policies aimed at counterbalancing the consequences of the financial crisis in the summer of ’98. The only exception was in Latin America, which was beleaguered by financial instability and a fall in production levels.

For Europe, 1999 will remain a historical year since it witnessed the birth of the single currency for 11 of the 15 countries of the European Union. After starting out under the banner of a strong currency, the Euro gradually weakened during the first half of ’99 until almost reaching the parity with the US dollar in July. Subsequently, after a temporary recovery linked to improvements in growth prospects, the currency of the Euro lost further ground even falling below parity with the US dollar at the end of the year.

After the slowdown in the second half of ’98, the economic cycle of the Euro area reversed its trend around the middle of ’99 with the GDP growth trend returning to over 2% as it was in the third quarter. There was, however, considerable divergence in the contribution of individual components. Although approximately 64% of the increase in GDP in ’99 came from growth in private consumption, net foreign demand, despite the sharp recovery of exports, made a negative contribution of about 14%. Starting in the spring of ’99, the increase in oil prices pushed both production and consumer prices higher with the latter growing to an estimated 1.6% for December from 0.8% in January.


For the Italian economy, 1999 was a turning point from both a cyclical and monetary standpoint. The adoption of the single currency, in fact, opened doors to new opportunities and challenges for Italian businesses. Furthermore, starting in the second half of the year the anticipated moderate economic recovery occurred, which led to a slow recovery in employment. GDP in 1999 increased by 1.4% over the previous year, a result slightly lower than that obtained in 1998. The economy showed a progressive recovery during the year, especially thanks to an increase in investments and the recovery of exports. The available indicators show that the expansion seen in the beginning months of 2000 has continued. 

The heavy depreciation against the US dollar and the yen suffered by the European unified currency, as mentioned above, has contributed to the strong recovery of exports from ECU countries to other countries. Italy benefited from this circumstance to a lesser extent than its European partners: the exports from the ECU area originating in our country dropped from 15.6% in 1997 to 14.0% in 1999. As a whole, in the period 1996-99, the competitiveness of our export prices worsened as compared to that of France and Germany. Starting from the second quarter of last year, exports started to rise again and the year closed with a positive balance. 

The imports of goods and services, after a pause during the first quarter, grew at high rates in the remaining months of the year. The penetration of imported goods in the domestic market increased further, both in terms of consumables and of investments. In particular, the component of investments in technology-intensive machinery and equipment (office automation equipment, processors, telephones, and precision instruments) has increased from 33% in 1992 to 41% in 1999.

Comparing May 2000 to May 1999 we have:

Foreign trade with EU countries

Exports




+20.2%

Imports




+22.9%

Total foreign trade

Exports




+25.6%

Imports




+37.8%

It is anticipated to see a reduction of the Italian market share in international trade which, according to last statistics available, was in 1998 4.2% of the total value of imports worldwide.

UniCredito Italiano Group

With more than 300thousand billions liras (168thousand millions euros) UniCredito Italiano is the second largest Italian banking group in terms of total assets, the first in terms of market capitalization (more than 50thousand billions liras as of July 12, 2000), total revenues (14.736 billions liras), operating income (more than 6thousand billions liras) and net income (2.490 billions liras). UniCredito occupies also a strong position in Europe, where it is among the first 15 banking groups for market capitalization and the fourth for ROE before taxes.

Born in October of 1998 from the aggregation of Credito Italiano and Rolo Banca with Cariverona, C.R. di Torino and Cassamarca, during 1999 UniCredito Italiano Group has also aggregated C.R. di Trento e Rovereto and C.R. di Trieste. In June ’99 Bank Pekao, the second largest Polish commercial bank has become part of the group. In April of this year the control of the Croatia Splitska Banka was acquired, whereas in May the --- Pol’nobanka was acquired. At last in July UniCredit has signed in Bulgaria an agreement for the acquisition of the control of Bulbank. Thanks to such operations – which for now are in progress pending the relevant authorizations – UniCredito Italiano becomes the second largest western banking group in the Central and Eastern Europe.

The Group has more than 3.000 branches, more than 60.000 employees. The ROE is 21,1% with a target of 24% as of 2003.

Abroad the UniCredito Italiano has six full branches, nine representative offices and some banks such as Banque Monegasque de Gestion, UniCredito (Suisse) Bank and UniCredito Italiano Bank (Ireland).

Recently it has been outlined by the C.E.O. Mr. Profumo the group’s architecture for the new economy with substantial investments in multi-channel banking, new web initiatives and special in-store branches.

CREDITO ITALIANO INTERNATIONAL SERVICES (C.I.I.S.) S.r.l.
Researches have found that management dynamism and commitment are crucial in the first steps toward international operations. The management of firms that have been successful internationally is usually described as active rather than passive or as aggressive rather than nonaggressive. Initiating international business activities takes the firm in an entirely new direction, quite different from adding a product line or hiring a few more people. Going international means that a fundamental strategic change is taking place.

Normally, management will consider international activities only when stimulated to do so. A variety of motivations can push and pull individuals and firms along the international path. The motivations may be characterized as proactive, or aggressive, and reactive, or defensive. Proactive motivations may represent stimuli for firm-initiated strategic change. Reactive motivations may describe stimuli that result in a firm's response and adaptation to changes imposed by the outside environment.

Major Motivations to Internationalize Small and Medium-Sized Firms


Proactive



(
Profit Advantage



(
Unique Products



(
Technological Advantage



(
Exclusive Information



(
Managerial Commitment



(
Tax Benefit



(
Economies of Scale


Reactive



(
Competitive Pressures



(
Overproduction



(
Declining Domestic Sales



(
Excess capacity



(
Saturated Domestic Markets



(
Proximity to Customers and Ports
In general, firms that are most successful in international business are usually motivated by proactive - that is, firm internal - factors. Proactive firms are also frequently more service-oriented than reactive firms. Further, proactive firms are more marketing and strategy oriented than reactive firms, which have as their major concern operational issues. The clearest differentiation between the two types of firms can probably be made ex post facto be determining how they initially entered international markets. Proactive firms are more likely to have solicited their first international order, whereas reactive firms frequently begin international activities after receiving an unsolicited order from abroad.

An international orientation can also be brought about by changes agents. In order for change to take places, someone or something within the firm must initiate it and shepherd it through to implementation. This intervening individual or variable is called a change agent.

Change Agents in the Internationalization process


Firm Internal



(
Enlightened Management



(
New Management



(
Significant Internal Event


Firm External



(
Demand



(
Other Firms



(
Distributors



(
Banks



(
Chambers of Commerce



(
Export Agents



(
Governmental Activities

Why go International?

(
Market saturation

(
Foreign Competition

(
Emergence of New Markets

(
Opportunities via Foreign Add programm

(
Other reasons

In going abroad, firms encounter multiple problems and challenges. These range from a lack of information to mechanisms and documentation. In order to gain assistence in its initial international experience, the firm can make use of either intermediaries or facilitators. Facilitators are entities outside the firm that assiste in the process of going international by supplying knowledge and information but not participating in the process.
To answer those needs, Unicredito Italiano has created, in partnership with FIEI - Roma(
Credito Italiano International Services (C.I.I.S.) S.r.l.

Services rendered by CIIS are, needless to say, of top quality thanks to our highly professional and experienced partner and the recognized strength and extension of our network of branches both domestically and internationally.

What makes the difference if we compare CIIS to other competitors, is that CIIS, thanks to its shareholders, is able to offer the whole range of services  without any further need for the customers to look for additional assistance and/or financial intervention (one stop shopping).

Main Services offered by CIIS:

· finalized market researches of foreign countries, products, export/import flows of business 

· research of partners (commercial, industrial, technological) in Italy and abroad

· information on foreign markets

· creation of Joint-ventures abroad

· information and management on international procurements and bids

· assistance in finding the most appropriate financial solutions to international operations and investments

· legal, fiscal and foreign exchange regulations assistance in Italy and abroad

· assistance before, during and after international Fairs and Missions

· trading services in Italy and abroad

In addition Unicredito Italiano offer a whole range of financial assistance both in Italy and, if necessary, abroad,  to CIIS customers, like:

· trade financing

· project financing

· expecially tailored products like "Partners e Mercati Esteri" which can be used to finance CIIS' market researches up to a certain amount with a life up to 3 years

· international finance

· quasi banking operations

The previous speakers, and especially H.E. the Ambassador of India, have pointed out to your attention the many exciting business opportunities which can be found in this great country and the new frontiers of India-Italy business cooperation.

Credito Italiano International Services, thanks to a strict cooperation with Indo-Italian Insitute for Trade and Technology, UNICREDITO’s R.O. in Mumbai and cooperation agrement with ANZ Group, is very well equipped to help medium and small firms to penetrate such huge market offering higly specialized assistance for export-import, joint ventures, technology transfers, licensing and technical collaborations.

As Prime Minister Shri Atal Bihari Vajapayee said at the Indo-Italian Business Meeting held in Rome, 26th June 2000:

«There is much that India and Italy share – civilisationally and historically. These commonalities are millennia old. There is much that we can share in the new millennium, especially in terms of trade and economic cooperation, and I have no doubt that we shall.»


«Now that we have entered a new millenium, India and Italy face a common challenge: how to preserve our history, culture and identity in an increasingly globalised society and economy. We also share an opportunity from which both nations stand to gain – the opportunity to conquer new frontiers of economic cooperation between India and Italy.»

( FIEI - Federitalia Export Import is a federation of 11 small and medium sized companies associations, created il 1980: associated members are more than 13.000. FIEI has akways been active in helping its members to internationalize their activities through its exclusive network of international experts covering some 105 countries.
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