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Where do we grow from here?

Just as the Great Recession was unlike any in 

recent memory, the recovery also has confounded 

expectations and deviated from historical precedents. 

Governments and companies alike are realizing that 

the slower rates of economic and employment growth 

over the past few years are not aberrations that will 

revert to historic norms but rather a new normal. 

This report draws on the findings of the 2015 

McGladrey Manufacturing & Distribution Monitor 

and the insights of McGladrey’s professionals to 

highlight the issues and strategies driving global 

growth for middle market companies. There were 

1,660 respondents to the 2015 Monitor survey, which 

was conducted in March and April 2015. Participants 

were primarily C-level executives, of whom 65 percent 

represent companies based in the United States, with 

the remainder from companies based throughout Asia, 

Europe, Brazil, Canada and Mexico.

A positive outlook
In both the United States and around the world, 

respondents to the 2015 Monitor survey are confident 

about current conditions. As the following chart shows, 

35 percent of both U.S. and non-U.S. respondents 

indicated that their businesses are thriving, with only 9 

percent in each segment reported that their businesses 

were in decline. These are little changed from 2014.

Respondents reported solid profits currently and 

expect a healthy increase in profits over the next year. 

Again, there are only minor variations between the 

expectations of U.S. and non-U.S. businesses.

An increasingly international perspective
Participants are expecting on average a 12 percent 

growth in revenues. While respondents across the 

board still rely primarily on domestic revenue to 

drive growth, by the end of the year, the majority of 

respondents will be selling products and services 

outside of their home country. However, non-U.S. 

companies are showing more appetite for pursuing 

new international markets. “This appetite may be due 

to the size and location of a company’s home market,” 

says Steve Menaker, partner with McGladrey, “but it 

reflects a growing willingness among companies to 

pursue opportunities globally, and that the challenge 

of achieving top-line growth is more difficult due to 

both global and local economic and political issues.” As 

the following chart demonstrates, while U.S. companies 

currently are more active in pursuing international 

sales, more than twice as many non-U.S. companies 

plan to start selling outside their borders this year.

The assumptions 
and strategies of the 
past no longer hold 
sway. Without the rapid 

expansion characteristic 

of previous recoveries 

to drive growth, each 

enterprise must chart 

a unique path to 

success that takes an 

increasingly global view 

of both opportunities 

and competitors.
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Similarly, while U.S. and non-U.S. respondents alike 

purchase the majority of their goods and materials 

domestically, by the end of the year, 63 percent of U.S. 

and 68 percent of non-U.S. companies intend to be 

doing at least some of their sourcing internationally. 

Again, acceleration in this trend is faster outside the 

United States. Non-U.S. companies plan to pursue new 

international sourcing relationships at more than twice 

the pace of U.S. respondents.

An uptick in hiring
The increasingly international mindset of respondents 

is reflected in their hiring plans. Globally, respondents 

plan to increase hiring by an average of 8.1 percent  

in 2015.

Continued employment increases, even if still below 

the level of previous recoveries, could bode well for 

growth in some economies. But hiring growth still lags 

well behind revenue growth and wage growth has 

been moderate. Many manufacturers also continue to 

struggle to find qualified employees—a challenge that 

is likely to persist for many years.

A divergence in global approaches
As also seen in the innovation and technology 

responses to the 2015 Monitor, there is a divergence 

between the responses of U.S. and non-U.S. companies. 

In general, non-U.S. companies are more aggressive 

in their international plans and in the variety of 

investments they are willing to make and the variety of 

activities they are ready to undertake to pursue them. 

A growing 
willingness 

among companies 
to pursue 

opportunities 
globally, and 

the challenge of 
achieving top-line 

growth is being 
directly impacted 

by global and local 
economic issues.

FIGURE 3.  Sales outside of company’s home country
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During Bill Clinton’s successful campaign against 

George H.W. Bush in 1992, his campaign constantly 

repeated again and again that the real issue was 

the economy in order to draw voters’ attention to 

their opponent’s economic record. With only a slight 

variation, the same mantra helps to explain many of the 

trends in global growth that are currently shaping the 

manufacturing and distribution industries, and that will 

continue to do so over the next year and beyond.

Dropping like a BRIC
While respondents to the 2015 Monitor are broadly 

optimistic about their businesses’ conditions, optimism 

about economies around the world is significantly 

more varied. To illustrate, consider conditions in the 

BRIC (Brazil, Russia, India and China) countries, which 

were once considered the next great opportunities for 

many companies’ international strategies. 

China, whose roaring economic growth had been a 

main engine for the global economy over the last 20 

years, saw growth, which had often topped double 

digits in recent years, drop to 7.4 percent in 2014—and 

some experts suspect that number was too high. In 

the first quarter of 2015, growth in China had slowed 

to 7 percent. Turmoil in China’s financial markets is not 

helping. Over the last year, even as China’s economy 

was slowing, its stock market was booming. Then, 

in just a few weeks, starting in mid-June, the market 

lost more than a third of it’s value. The International 

Monetary Fund (IMF) predicts China’s growth will 

slow to 6.3 percent by 2016. China’s rapidly slowing 

appetite for materials has been a severe drag on many 

developing economies, which depended on feeding 

that need.

The situation in Russia is far worse. Declining oil prices 

and international sanctions resulting from Russia’s 

involvement in the Ukraine have pushed Russia into 

recession. Russia reported anemic growth of only 0.6 

percent in 2014, and Russia’s economy minister predicts 

its GDP will contract between 2.5 and 2.8 percent in 2015.

Brazil, too, has fallen into recession, with a contraction 

of 0.2 percent in the first quarter of 2015. Governmental 

challenges and economic mismanagement have taken 

a severe toll on an economy that seemed on the verge 

of strong growth a few short years ago. 

Among the BRIC economies, only India continues 

to show opportunities for growth. The IMF currently 

predicts that India’s economy could grow by 6.5 

percent in 2016, which would have India overtake 

China as the world’s fastest-growing large economy.

Where to grow?
With many of the economies that had previously driven 

global growth reeling, where are companies turning 

now? Most commonly, to the United States.

“The United States is currently the top destination 

for foreign investors worldwide, ahead of China, and 

has been for a couple of years,” says Frank Le Bihan, 

principal with McGladrey’s International Services Office. 

“Given Europe’s economic challenges, which could 

be exacerbated by the Greek crisis, healthy European 

companies are looking at the United States as one of 

the few opportunities for growth, or simply as a hedge 

against risk.”

Chinese companies, too, are looking to the United 

States according to Frank Ji, McGladrey’s China desk 

leader. “Chinese companies are entering the U.S. market 

both through green field investments and by buying 

existing companies,” says Ji. “I can point to a few trends 

driving that investment. Some Chinese investors see 

U.S. real estate as a safe haven for their wealth. Chinese 

companies sometimes buy U.S. targets in order to 

acquire advanced technologies. Finally, because of 

food-safety issues in China, Chinese companies are 

setting up shop in the United States as purchasing 

agents for U.S. agricultural products.” 

The global view of the United States as a bastion of 

growth may surprise many in the United States, who 

It ’s the economies

The United States 
is currently the 
top destination for 
foreign investors 
worldwide, ahead of 
China, and has been 
for a couple of years.
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decry its continuing 2.5 to 3 percent growth rates. But 

Joe Brusuelas, McGladrey’s chief economist, is bullish 

on U.S. economic prospects for 2015. “The United 

States continued to add jobs at an average rate of 

more than 250,000 a month in Q2 2015,” Brusuelas says. 

“The housing market is strengthening. And the sharp 

reduction in oil prices has injected more than $150 

billion dollars into the U.S. economy, which is driving 

higher consumer spending.” 

Shifts in global banking policy also augur well for the 

United States. Brusuelas expects a 2.2 to 2.5 percent 

rate on the U.S. long-term benchmark within Q3 2015, 

which exceeds that of the German bund and other 

alternatives. This will likely result in a significant inflow 

of capital to the United States. While much of that is 

likely to flow into equities, it will also likely mean a 

substantial increase in foreign direct investment in the 

United States. 

Higher rates will not be the only thing driving 

investment in the United States. The same reduction 

in energy costs that is pushing consumer spending 

will also generate more than $100 billion in savings in 

the productive sector, which will leave manufacturers, 

distributors and transportation companies with 

significant capital to invest. Lower energy costs are 

also very attractive to non-U.S. companies considering 

locating operations in the U.S. market. Of course, 

many companies in the energy sector are adversely 

affected by the lower energy costs, which saw an 

unprecedented drop in 2014.

These economic factors are making what is already 

the world’s largest economy even more attractive. 

Companies around the globe are turning away from the 

slowing growth and heightened risk in other markets 

and targeting the United States as the best destination 

for growth.

Where to sell, where to buy
The attractiveness of the U.S. market is reflected in 

the 2015 Monitor findings. For both U.S. and non-U.S. 

companies alike, the United States is the most common 

market currently served, the market most likely 

targeted for new sales efforts this year, and the market 

from which companies expect the most significant 

increase in sales in 2015.

Responses concerning sourcing decisions also reflect an 

increasing focus on the United States. Again, for both 

U.S. and non-U.S. respondents, the United States is the 

most common country from which materials and goods 

are currently sourced, the market most commonly cited 

to be targeted for new sourcing arrangements this year, 

and the country from which respondents expect to 

make the most significant increase in purchases in 2015.

The U.S. continues 
to add jobs, the 

housing market is 
strengthening and 

the sharp reduction 
in oil prices has 

injected more than 
$100 billion dollars 

into the U.S. economy, 
which is driving higher 

consumer spending.
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When it comes to sources, both U.S. and non-U.S. 

companies are looking for international options to 

control costs. As Figure 7 demonstrates, the most 

common reasons given for purchasing outside a 

respondent’s home country are to control unit costs 

and total costs.

However, this chart does illustrate some key differences 

in motivations for global sourcing. At almost 30 percent 

to 13 percent, non-U.S. respondents were more than 

twice as likely to cite product quality as a reason to 

seek non-domestic sourcing options. Digging deeper 

into the results, this was especially true for respondents 

from the Asia-Pacific region, where 38.8 percent of 

respondents indicated better quality as a reason for 

international sourcing—the most common reason 

among that demographic—even more common than 

controlling costs. 

The strong U.S. dollar is also affecting decisions on 

international activity. The strong dollar reduces costs 

for U.S. companies sourcing products from most foreign 

markets, but reduces revenue from sales to those 

markets. On balance, results from the 2015 Monitor find 

exchange rates favoring non-U.S. respondents. They 

were more than twice as likely as U.S. respondents to 

report advantageous exchange rates as a motivational 

international activity. 
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THE BRITISH ARE COMING,  

A N D  S O  I S  E V E R YO N E  E L S E
Foreign capital means foreign competition for U.S. companies

Given the relative strength of the U.K. economy, it may not be 

surprising that more than 57 percent of U.K. respondents plan to sell in 

the United States this year, nor that more than 25 percent of them cite 

the United States as a market from which they plan to see a significant 

increase in sales in 2015. But they are not alone. Favorable interest and 

exchange rates, energy costs and other factors are making the United 

States a preferred destination for foreign capital. That’s great news 

for the U.S. economy, but not always great news for U.S. businesses. 

Foreign competitors hungry for a bigger slice of the world’s biggest 

economy are investing in U.S.-based operations, taking advantage of 

favorable conditions to grab a share of the market.

A report on foreign direct investment in the United States issued 

by the Department of Commerce and the President’s Council of 

Economic Advisers reported that the net assets of foreign affiliates 

in the United States totaled $3.9 trillion in 2012, with $166 billion in 

foreign direct investment in 2012 alone. According to that report, 

manufacturing accounts for 45 percent of all foreign direct investment 

to the United States, with wholesalers accounting for an additional 

11 percent. The report cites a variety of factors that make the United 

States an attractive destination for foreign investment:

• An open investment regime

• A large economy with big and diverse consumer markets

• A skilled labor force

• Community colleges, incorporating skill development missions

• The world’s top research universities

• A predictable and stable regulatory regime, including appropriate 

intellectual property protections

• An adequately capacitated infrastructure

• New sources of energy 

Who’s investing here? According to the above-referenced report, 

companies in the pharmaceutical, oil and automotive products sectors 

are the most likely to make direct investments in the United States. 

“When a major foreign manufacturer like Honda sets up shop in 

the United States, many of its downstream suppliers follow suit, 

sometimes locating in the United States, but also often in Mexico,” 

notes Le Bihan. “With China’s growth slowing and Europe and Latin 

America struggling, North America, and the United States in particular, 

are the major magnets for investment currently.”

Given the U.S.’s strong economic position, foreign investment is 

likely to increase, possibly sharply. The results from the 2015 Monitor 

agree—47 percent of non-U.S. respondents already sell in the United 

States, 21 percent plan to start this year, and 27 percent see the United 

States as the market where they expect to see the biggest increase in 

sales in 2015. Among non-U.S. respondents, 67 percent are confident 

that they can increase sales in non-domestic markets. Yet more than 

90 percent of U.S. respondents are confident in their ability to defend 

their U.S. market share. Something has to give.

The wave of foreign capital set to wash over U.S. shores represents a 

possible silver lining for privately held U.S. companies looking for an 

exit strategy. It’s likely to push prices for well-positioned companies 

up. “U.S. private equity firms are reporting increased competition from 

strategic buyers,” says Menaker. “Those buyers are outbidding them in 

some cases, and, increasingly, those buyers are from overseas.”

AEROSPACE
Rolls-Royce manufactures 
jet engine parts in Virginia, 
partly to serve Boeing, and 
now Airbus, in the U.S., but 
also to ship to assembly 
plants around the world.

TECHNOLOGY
Lenovo, the Chinese computer 

manufacturer, opened its first 
U.S. plant in 2013. 

TIRES
Bridgestone and Michelin have 
both opened tire factories in the 
U.S. in recent years. 

AUTOMAKERS
Toyota, Honda, 
Nissan, Subaru, 
Hyundai, 
Volkswagen,  
Kia, BMW and 
Mercedes-Benz 
all manufacture 
automobiles in the 
U.S., with Volvo 
planning to follow.

ENGINEERING
Siemens AG manufactures power 
plant turbines in North Carolina, 
both for U.S. energy customers, 
and to serve foreign accounts. 

AEROSPACE
To be more competitive 

with U.S. airlines, Airbus will 
start production in its first 

U.S. plant this year.

These examples only account for a small minority of the foreign companies 
choosing to compete with U.S. manufacturers on their home soil.
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Off-shoring, on-shoring, near-shoring 
and your global strategy

For many companies, particularly in the United States 

and Europe, off-shoring production to low-labor cost 

destinations has been a common global strategy for the 

past 20 years. China was such a common destination 

that “the China price” became shorthand for the 

resulting savings. Now, that choice is more complicated.

The savings in labor costs aren’t what they once were. 

In 2000, U.S. wages were, on average, more than 20 

times those in costal China, where most of China’s 

manufacturing capacity is clustered. Now, they are less 

than five times as high. Of course, there are still plenty 

of locations that boast low labor costs. Inland China is 

one option. Some of the members of the Association 

of Southeast Asian Nations (ASEAN), which includes 

Indonesia, Malaysia, the Philippines, Singapore, 

Thailand, Brunei, Cambodia, Laos, Myanmar and 

Vietnam. But as companies digest the lessons learned 

over a few decades of chasing labor costs, new strategic 

formulas are emerging.

Build where you sell, sell where  
you build
“Labor costs are just one factor to consider,” says 

Menaker. ”Increasingly, the question isn’t just one of 

cost, it’s one of having a seamless local approach as part 

of an effective global strategy.” Some of the companies 

that have been most successful in China are those that 

set up operations there not only to reduce unit costs for 

goods sold back home, but that establishes operations 

there in order to effectively serve the burgeoning 

Chinese market. That strategy makes sense not just in 

China, but around the globe.

Producing where you sell offers a variety of advantages; 

shortening your supply chain is an obvious benefit. 

Having your plant close to your market cuts both 

the time and expense of getting your goods to your 

customers. You will also be better positioned to 

understand local tastes and to respond to changes 

R I S K S  A S S O C I AT E D  W I T H  LO W  L A B O R  CO S T S

S U P P LY  C H A I N  R I S K S  Low labor costs are often associated with underdeveloped nations. By the time you factor in the costs of 
getting material to and shipping products from your manufacturing location, a good portion of what you’ve saved in labor may have 
been eaten up by transportation costs. Not only that, it may also be undependable, forcing you to hold more inventory in order to 
address potential delays. Companies need to think beyond transportation when considering supply chain risks. What about ancillary 
services? If a company’s process requires services like plating or some other need, it must consider if those are available in the considered 
location. Delays at the far end of your supply chain are not your only risk. The port strike on the West Coast of the United States last year 
left many companies either unable to meet demand or incurring exorbitant costs to ship by air or by other means. The farther production 
is from the market a company is selling to, the more expensive the supply chain becomes and the higher the risks involved.

I N T E L L E C T UA L  P R O P E R T Y  R I S K S  Many companies chasing low labor costs end up doing business in developing countries 
with limited legal protections and, thus, have suffered thefts of intellectual property. Companies need to carefully consider the legal 
protections for their intellectual property—both the letter and the spirit of the law. 

P O L I T I C A L  I N S TA B I L I T Y  Political instability can include obvious situations, such as the looming recession in the Russian economy 
resulting from its involvement in the Ukraine. The fallout from that political risk badly damaged many companies doing business there. 
Political risks are not always so dramatic, however. Companies also should consider the possibility of policy shifts. Some companies that 
were attracted to China by favorable incentives and tax benefits have seen those benefits disappear. Many countries with low labor costs 
also have immature or ineffective legal systems and high rates of corruption, which add another layer of political risk. And there are risks 
associated with making acquisitions in countries where the rules are ever changing and never clearly established.

R E P U TAT I O N A L  R I S K S  Doing business in low-cost labor markets often means doing business in countries with lax labor and 
environmental standards—and with poor records of enforcing the standards they have. For example, in September, 2012, two fires 
at textile factories in Pakistan killed 257 workers and injured more than 600 others. The resulting international media attention on 
the working conditions and appalling lack of even basic worker safety provisions led to considerable backlash against the companies 
contracting with the owners of those plants. You have to consider both the effort and expense of enforcing appropriate standards and 
the potential damage to your company’s image should a serious incident occur.
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in local market conditions more quickly, which can 

be particularly advantageous to consumer products 

companies. Finally, as respondents to the 2015 Monitor 

reported, sourcing a product domestically can offer 

strong advantages to your brand. When asked if it was 

important to their brand that goods and materials are 

purchased domestically, 82 percent responded that it 

was either extremely or somewhat important, with little 

difference between U.S. and non-U.S. companies.

Home sweet home, or at least sweet 
trade agreement
As companies have reevaluated their global options, 

many are choosing to repatriate operations they 

previously had sent overseas. The same economic 

benefits that are driving direct foreign investment in 

the United States (see The British are coming, and so is 

everybody else) are also making it increasingly attractive 

for U.S. manufacturers to return production operations to 

the United States. 

Or, if not bringing them home, at least bringing them 

closer. Where China may have been the destination 

of choice for many U.S. companies, it was not the 

first location that attracted those manufacturers. 

Malquiladoras in Mexico were the first foray into off-

shoring for many U.S. manufacturers. While labor costs 

in China have been increasing at double-digit rates in 

recent years, labor costs in Mexico have been holding 

steady. The North American Free Trade Agreement 

(NAFTA), which eliminates tariffs and many of the other 

barriers, bureaucratic issues and policy risks that can 

complicate international operations, makes it relatively 

easy for U.S. companies to coordinate operations with 

their Mexican affiliates. 

“Mexico isn’t just an attractive option for U.S. 

manufacturers,” says Le Bihan. “Non-U.S. companies 

looking to support their efforts in the U.S. market are 

also choosing to establish operations there.” The 2015 

Monitor results bear this out. After the United States, 

it is the market next most commonly cited by non-U.S. 

respondents as one from which they expect a substantial 

increase in sales.

The Trans-Pacific Partnership (TPP) is a free trade 

agreement similar to NAFTA that is currently being 

negotiated among Brunei, Chile, New Zealand and 

Singapore (the four original signatories;) the United 

States, Australia, Peru, Vietnam, Malaysia, Mexico, Canada, 

Japan, Colombia, the Philippines, Taiwan and South 

Korea have expressed interest in joining the TPP, as well. 

China, notably, has not yet done so. “Trade deals often 

have winners and losers,” says Menaker. “The devil is 

in the details, but recent actions in Washington show 

signs of support from the President and the Republican-

controlled Congress.”

Mexico isn’t just an 
attractive option for U.S. 
manufacturers. Non-U.S. 

companies looking to 
support their efforts in 

the U.S. market are also 
choosing to establish 

operations there.
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H E A R D  O F  B E P S ?  YO U  W I L L .
Multinational effort will lead to the biggest changes in international tax in decades

BEPS will radically transform international taxation over the next 

few years. For many companies, it may mean restructuring global 

operations. Yet, many executives haven’t heard of it, and most 

companies haven’t started planning for it.

What is BEPS? It stands for base erosion and profit shifting and it’s a 

cooperative, multinational effort by the Organization for Economic 

Cooperation and Development and driven by the G-20 nations to 

address methods by which multinational enterprises exploit gaps 

between national tax regimes to shift income to low- or no-tax 

jurisdictions. The goal is simple—ensure that companies are paying 

taxes on their revenue in the countries where that revenue is created.

BEPS is partly a response to increasing political pressure. Consider 

the protests in the U.K. in 2013 after media reports revealed that 

Starbucks, despite significant operations in the U.K., paid almost no 

taxes there. Starbucks eventually agreed to voluntarily pay more than 

$30 million to the British treasury, even though Starbucks hadn’t 

violated any tax laws. The reputational risk associated with aggressive 

international tax planning will be an increasing concern under BEPS, 

since BEPS calls for heightened transparency into multinational tax 

activities.

The OECD plans to complete discussion drafts on all 15 topics by 

December 2015. It will be up to each nation to decide whether to 

implement these solutions, but it is clear that many will. Several 

countries already have proposed or enacted legislation based on 

BEPS, including Australia, France, Spain and the U.K. Change is coming. 

Significant change.

Planning for BEPS
It’s time to plan. But how?

BEPS targets a number of common international tax planning tactics, 

including:

As countries legislate to curtail these tactics, many companies may 

have to change corporate structures. New reporting requirements 

may require upgrading operations and systems. All of that takes time 

and resources. To avoid facing potentially significant compliance 

risk, smart companies are weighing their current positions against 

the 15-point BEPS framework now to identify their tax risks and plan 

contingent strategies.

For international companies, the choice on BEPS is clear. Plan now or 

pay later.

T H E B E P S  F R A M E W O R K

The digital economy

Hybrid mismatch rules

Controlled foreign 
corporation (CFC) rules

Interest deductions and 
financial payments

Harmful tax practices

Treaty abuse

Avoidance of permanent 
establishment (PE) status

Transfer pricing and 
intangibles

Transfer pricing and 
risk or capital

Transfer pricing and 
other high-risk capital

Data and 
methodologies

Disclosure rules

Transfer pricing 
documentation

Dispute resolution 
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Using hybrids, CFCs or 
avoiding permanent 
establishment status to 
shift income to low-tax 
countries

Transfer pricing schemes 
involving holding 
companies in low- or 
no-tax jurisdictions for 
intangibles, like intellectual 
property, or for movement 
of risk or capital

Using nexus 
uncertainties involved 
in virtual operations to 
minimize taxes
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U.S. companies are 
being outspent on 

technology on almost 
every metric we 

measured, and non-U.S. 
companies are spending 
more and taking a more 

diverse approach to 
innovation.

Are US companies complacent? 

Non-U.S. respondents pursuing a wider 
range of global growth strategies 
The 2015 Monitor results revealed a number of areas 

where non-U.S. companies are out-investing or 

outperforming their U.S. peers. U.S. companies are being 

outspent on technology on almost every metric we 

measured, and non-U.S. companies are spending more 

and taking a more diverse approach to innovation. (See 

the 2015 Monitor report on innovation for more detail.)

A cursory look would indicate the U.S. companies are 

in danger of falling behind when it comes to taking 

a global perspective toward growth. As the charts on 

pages 5 and 6 indicate, while U.S. companies currently 

are both actively selling and sourcing internationally, a 

much larger percentage of non-U.S. companies intend 

to pursue both strategies this year, which would leave 

the U.S. companies slightly behind on both counts.

That trend, however, has to be seen in context with 

the global economic picture. Respondents from 

almost every country surveyed, including the United 

States, have targeted the U.S. market as their best 

chance for growth. Under those circumstances, it 

is understandable that U.S. companies are more 

interested in protecting and expanding their domestic 

market in 2015 than they are in pursuing new global 

markets or sourcing opportunities.

What is instructive, however, is to compare the variety 

of strategies that U.S. companies intend to pursue to 

meet their domestic growth goals with their non-

U.S. competitors. In both cases, non-U.S. companies 

demonstrate a willingness to pursue a wider range  

of strategies. 

When it comes to strategies for domestic growth, U.S. 

and non-U.S. companies are almost equally likely to cite 

investments in organic growth or an acquisition as a 

strategy. However, non-U.S. companies were more likely 

than U.S. companies to cite the other three specific 

strategies listed (joint ventures, licensing agreements or 

acquisition by or merger with another company)  

as options.

 

New investments to  
grow organically

Acquisition of another 
company or business unit

Joint venture

Licensing agreement with 
another company

Acquisition by or merger  
with another company

0%    10%   20%   30%   40%   50%

F I G U R E  9.  Top 5 strategies to achieve domestic growth

n U.S. respondents   n Non-U.S. respondents
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The difference when it comes to strategies for 

international growth was even more stark. Non-U.S. 

companies were more likely to cite every specific 

strategy listed. Thriving U.S. companies also trail their 

thriving non-U.S. competitors in the diversity of their 

growth strategies. The non-U.S. respondents were once 

again more likely to plan to pursue every strategy for 

both domestic and international growth. 

Finally, consider Figure 11: In 12 out of 16 metrics, 

non-U.S. companies report higher concerns about 

various factors that might inhibit their international 

growth, while a higher percentage of U.S. companies 

report that there are no inhibitors to international 

growth. Yet, despite foreseeing more obstacles, a higher 

percentage of non-U.S. companies plan to increase 

their international sales efforts and their international 

sourcing activities, and they plan to pursue a wider 

range of global growth strategies. Despite higher 

perceived risks, non-U.S. companies plan to embrace an 

increasingly global mindset.

“U.S. companies need to think holistically about 

growing their business, both in terms of expanding 

globally and in protecting their domestic market share,” 

says Karen Kurek, a partner in McGladrey’s industrial 

products practice.

In light of the economic data and responses to 

this year’s Monitor, both of which indicate that 

U.S. companies should be bracing themselves for 

a determined increase of foreign investment and 

competition, U.S. companies would be well-advised  

to broaden the range of growth strategies they  

are considering.

   New investments to grow 
organically in other countries

Increased exporting to 
international markets

Follow big customers

Joint venture

Acquisition of another 
company or business unit  

0%    10%   20%   30%   40% 50%

F I G U R E  10.  Top 5 strategies to achieve 

international growth

n U.S. respondents   n Non-U.S. respondents
Global economy

Currency fluctuations

Control and management of 
distribution channels

Foreign regulations

Lack of talent with local 
market expertise
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Insufficient knowledge of 
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Safety and security

Domestic regulations

Control and management of 
international suppliers

Political risk

Protection of intellectual 
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Cultural issues
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expansion
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F I G U R E  11.  Factors inhibiting global growth

n U.S. respondents   n Non-U.S. respondents
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Growth strategies of thriving companies 

A commitment to investment sets 
thriving companies apart 
With just over a third of respondents reporting that 

they are thriving, it is useful to see how their plans 

and results differ from those just holding steady. 

Not surprisingly, when comparing average increases 

in revenues, thriving companies outpaced other 

respondents by more than 2-to-1; 19.3 percent to 8.3 

percent. If predictions for the coming year hold, thriving 

companies will continue to substantially outperform 

other respondents in 2015, anticipating an average 

increase in revenues of 17.5 percent as compared with 

9.3 percent. Thriving companies in the Asia-Pacific 

region are particularly optimistic. On average, they 

expect revenues to jump by 20 percent this year.

How are thriving companies achieving these results? 

One clue lies in their commitment to invest. Figure 12 

outlines investment plans of thriving companies versus 

other respondents for the coming year.

In every category and in every region, thriving 

companies plan to out-invest their lower-performing 

competitors—and by 2-to-1 or more in some key 

categories. One may be tempted to respond that 

thriving companies naturally have the resources to 

out-invest their peers, but this chart does not reflect the 

raw amount invested, just planned rate of increase, year 

over year.

The responses are clear: Thriving companies plan to 

out-invest other respondents by a margin of roughly 

2-to-1, and they plan to see revenues increase by nearly 

the same margin.

Equipment and machinery

Information technology

Research and development

Physical facilities and 
warehouses

Fleet and vehicle

0%      4%      8%     12%    16%

F I G U R E  12.  Average planned increase in 

investments globally

n Thriving companies   n Other respondents



TAKEAWAYSGlobalgrowth
The recover y  we have is  the recover y  we are  going to  get .  

Companies should NOT WAIT for an increase in economic growth to drive their results, 
but instead must CHART THEIR OWN COURSE in a quickly changing economic 

environment based on their products, services, markets and economic drivers.

I n  terms of  se l l ing and sourcing,  manufac turers  
need to  take a  global  v iew.  

All respondents are most comfortable in their domestic market, but most are realizing 
that their OPPORTUNITIES FOR GROW TH , and sometimes the GREATEST 
THREAT  to their domestic market share, may LIE OUTSIDE THEIR BORDERS .

Current ly,  the United States  is  the preferred 
internat ional  dest inat ion for  investment  and growth.  

With China’s economy continuing to slow, growth in the EU �at, and both Russia and 
Brazil currently in recession, a majority of non-U.S. respondents will be selling into the 

United States in the future, and more than a quarter of them are planning on 
signi�cant increases in U.S. sales. U.S. companies should plan on INCREASED 

FOREIGN COMPE TITION FOR THEIR DOMESTIC MARKE TS .

M anufac turers  should take a  more hol ist ic  v iew of  
their  g lobal  supply  chains  and look beyond labor  
costs  as  they consider  their  sourc ing opt ions.

When the risks of low labor cost locations are weighed against the bene�ts of a 
SHORTER,  MORE NIMBLE SUPPLY CHAIN  that allows to react more quickly to 
demand, on-shoring or near-shoring PRESENTS AN AT TR AC TIVE OPTION .

B iggest  d i�erence bet ween respondents  who are  
thr iv ing and a l l  others  i s  their  commitment  to  

cont inual ly  invest  to  improve their  operat ions.  

In every investment category measured, and in every geographical region, THRIVING 
COMPANIES OUT-INVEST THEIR PEERS , often by more than 2-to-1. Their revenue 

growth for 2014 exceeded that of other respondents by a similar margin.
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