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[0 O Reasons for Global Sourcingt O Firms expand their supply bases to include foreign suppliers for many
reasons.These can include lower price[] better quality(] an overseas supplier holding the patentto the product[]
faster delivery to foreign unitst] better servicest] and better process orproduct technology.[] [1 A primary reason
that many firms purchase from foreign suppliers is to lower theprice of materials. As stated earlierl] price generally
is an important factor when purchas-ing standard materials and supplies that do not impact the competitive
position of thefirm. Many reasons can contribute to cheaper materials from overseas suppliers——forexamplel]
cheaper labor costs and raw materialsC] favorable exchange ratesC] more efficientprocessesC] or intentional
dumping of products by foreign suppliers in overseas markets. In addition[] the quality of overseas products may
be better due to newer and bet-ter product and process technologies. Further[] while foreign suppliers may be
locatedfarther away[] they may be able to deliver goods faster than domestic suppliers due toa more efficient
transportation and logistical system. Foreign suppliers may evenmaintain inventory and set up support offices in
the host country to compete with domestic sources and to provide better services. Firms may buy from foreign
suppliers to support the local economy where theyhave subsidiariesC] or they may be involved in countertradel]
in which the contract callsfor the exchange of goods or services for raw materials from local suppliers. While
for-eign purchasing may provide a number of benefits to the buyerJ some problems mayalso be encountered
when buying from foreign firms.
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