Global Business Case

Gordy Goes Global

The major goal of this case is for students to learn about exporting—the process, the players, the markets, the challenges and the opportunities.

Gordy La Vertue, a native of Quebec, became a United States citizen and now operates a lumber company in Northern Vermont. The company’s major product lines include maple and cherry lumber. Logs are converted to lumber through a manufacturing facility. The lumber is then kiln-dried and surface-planed to a moisture content and form suitable for the manufacture of fine furniture and other finished products such as cabinets, musical instruments, fancy boxes, and window and door trim.

Most U.S. markets are flooded with domestically produced lumber. There are many producers of these and similar lumber products throughout the country thus creating a commodity situation and a commodity price. 

Gordy wants to go global. Gordy has heard that his beautiful maple and cherry boards are highly sought after by European craftsmen and others. He has learned that those products (trees) simply do not grow or exist in that part of the world. Gordy has also noticed a growing trend and presence of finished consumer wood products that are made in China, Malaysia and other Asian countries. He suspects that the raw materials for those products (lumber) are produced in the U.S., processed overseas, and shipped back as U.S. imports. This seems very wasteful and inefficient to Gordy.

Gordy has also heard about international trade issues such as customs laws and regulations, currency exchange rates, government imposed barriers to trade, international law, shipping through container ports, different systems of measurement and cultural, language and religious influences.

The Northern Vermont lumber manufacturing facility has traditionally operated on a forty- to fifty-hour production schedule. Gordy could change his product mix to include a better paying export line and/or could add a second shift. The personnel and raw materials necessary to add a second shift are available. The plant site also includes a small office that houses one secretary and one sales associate. Gordy’s company generates $3,000,000 in annual sales revenues with a net-income-to-sales ratio of 8% that is considered to be above average for this industry.

Gordy and his salesman have always done business exclusively within the U.S., excepting for a few low volume customers just over the border in Canada. Sales are divided equally between wholesalers and direct buyers/users. 

Gordy needs help. He wants to go global, but simply does not know where or how to begin. Are there better paying markets outside of the U.S.? If so, where? And if there are better paying markets, how much will those extra sales cost? Gordy has also heard about the U.S. trade deficit and about some related government support programs that are available to exporters.

Develop a complete export plan for Gordy. Consider all of the issues and challenges mentioned throughout this case presentation along with additional considerations and variables that your research reveals. Should Gordy go global, and if so, where and how?

Some sources of assistance may include but are not limited to:

· The U.S. Department of Commerce

· The Export-Import Bank

· U.S. Customs

· Your local/state Division of Resource and Economic Development

· Your local/state International Trade Organization

· International Shippers

· International Trade Publications

· Industry Specific Trade Organizations (such as the American Hardwood Export Council in this case)

· Freight Forwarders (located at all U.S. international border crossings)
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