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Potential Benefits and Costs to Host Countries of MNC Operations There®
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Value Creation and Value Capture in Alliance Portfolios

,“Vahxevﬁrea ' n Vﬂlhﬁ‘C-apmre " i .. - Portfolio Management “'g

N'._':.Strategi'es".: Tl Practices

Coopetition " = " _-».Inte,rdepen‘den.c'ie_s_

« Watch out for opponumstnc .. Consider how each * '

. partnérs thatvalue'your.© - . alliance affects other
. business mote than your. , " alliances in the porttohg:
- pmnmhlp © .l .vé Separation

r.,..'Bargaining'Strategy:: . ni e Set organizational and".’
o Seek'partrers thathave: Lechnologxcal buffers. i
. greater stake in your joint j between-competing k

a,llimces and fewer o . partners

' e Segmentanon

~.7i7, « Benchmiark parmem

. and assign themto .
~market opportunmes

Stra&egy
«-Avoid parmers t.hat compete
i your mdustry if they: enjoy’
supenor ba:gaanmg pOWe :

Coordmation .
: --Ahgn orgamzanona] .
Multilateral Competmon “uriitsand create & - 48
iStrategy. ¢ - *coherent intérface withAl
‘Allywith mu1t1ple pa.rtners " . each-partner -
. inpamcular industries to " ! ;
" neltralize each partner s
bargmmn B powcr '
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Alternative Modes of Entry
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Global Strategy-Structure Relationships®®

Multidomestic International Globalization Transnational
Strategy Strategy Strategy Strategy

Low -€———————— Need for Coordination - —»= High
Low -€«————————— Bureaucratic Costs —& » High

Decentralized to Core competencies Centralized at optimal
national unit centralized; others global location
decentralization to
national units

Global area International division -~ Global product group
structure -structure structure
Low Medium High

€organizational culture Not important Quite important mportant

Simultaneously
Centralized and
Decentralized

Global matrix
Structure
“Matrix in the Mind"

- Very High

Very important




Locus of Decision Making in an International Organization®!
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GLOBAL COMPETITON

1. TO DEFEND AGAINST GLOBAL COMPEITORS, FIRMS DO NOT HAVE TO
COMPETE IN ALL OR EVEN MOST FOREIGN MARKETS, BUT THEY SHOULD

COMPETE IN CRITICAL MARKETS
A. THAT ARE THE PROFIT SANTUARIES OF KEY COMPETITORS
B. THAT HAVE BIG SALAES VOLUMES

C. THAT CONTAIN PRESTIGIOUS CUSTOMERS WHOSE BUSINESS IT IS
STRATEGICALLY IMPORTANT TO HAVE.

D. THAT OFFER EXCEPTIONALLY GOOD MARGINS DUE TO WEAK
COMPETITIVE PRESSURES

2. STRATEGIC INTENT, PROFIT SANTUARIES, AND CROSS SUBSIDIZATION.
NOTE: COMPETITORS IN INTERNATIONAL MARKETS DO NOT HAVE THE
SAME STRATEGIC INTENT.

A. FIRMS WHOSE STRATEGIC INTENT IS GL;OBAL DOMINANCE AMONG
THE GLOBAL MARKET LEADERS, SUCH FIRMS PURSUE SOME FORM OF
GLOBAL STRATEGY.

. B. FIRMS WHOSE PRIMARY STRATEGIC OBJECTIVE IS DEFENDING
DOMESTIC DOMINANCE IN THEIR HOME MARKET EVEN THOUGH THEY
DERIVE SOME OF THEIR SALES INTERNATIONALLY (USUALLY UNDER 20%)
AND HAVE OPERATIONS IN SEVERAL OR MANY FOREIGN COUNTRIES.

C. FIRMS WHO ASPIRE TO GROWING SHARE OF WORLDWIDE SALES AND
WHOSE STRATEGIC ORIENTATION IS HOST-COUNTRY RESPONSIVENESS,
SUCH FIRMS HAVE A MULTICOUNTRY STRATEGY AND MAY ALREADY
DERIVE A LARGE PORTION OF THEIR REVENUES FROM FOREIGN
OPERATIONS.

D. DOMESTIC-ONLY FIRMS WHOSE STRATEGIC INTENT DOES NOT
EXTEND BEYOND BUILDING A STRONG COMPETITIVE POSITION IN THEIR
HOME COUNTRY MARKET; SUCH FIRMS BASE THEIR COMPETITIVE
STRATEGIES ON DOMESTIC MARKET CONDITIONS AND WATCH EVENTS IN
THE INTERNATIONAL MARKET ONLY FOR THEIR IMPACT ON DOMESTIC
OPERATIONS.

3. STRATEGIES FOR COMPETING IN INTERNATIONAL MARKETS

A. EXPORT

B. LICENSE FOREIGN FIRMS TO USE THE COMPANY'S TECHNOLOGY OR
PRODUCE AND DISTRIBUTE THE COMPANY'S PRODUCTS.

C. JOINT VENTURE/STRATEGIC ALLIANCE
D. WHOLLY OWNED SUBSIDIARY

4. COMPETITIVE STRATEGY
A. FOLLOW A MULTICOUNTRY STRATEGY

B. FOLLOW A GLOBAL LOW-COST STRATEGY
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ntry Mode

Exporting

Licensing

Franchising

Joint Ventures

Wholly owned
subsidiaries

Advantages

Ability to realize location
and experience-curve
economies

Low development costs

and risks

Low development costs
and risks

Access to local partner’s
knowledge

Sharing development
costs and risks

Political acceptability

Protection of technology
Ability to engage in global
strategic coordination
Ability to realize location
and experience economies

Disadvantages

High transport costs
Trade barriers
Problems with local
marketing agents

Lack of control over
technology

Inability to realize |
location and experience
curve economies
Inability to engage in
global strategic
coordination

Lack of control over
quality

Inability to engage in
global strategic
coordination

Lack of control over
technology

Inability to engage in
global strategic
coordination

Inability to realize
location and experience
economies

High costs and risks

Copyrigh't © Houghton Mifflin Company. All rights reserved.
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“

Strategy
Global

International

Multidomestic

Transnational

Z

Advantages

e Ability to exploit
experience-curve
effects '

* Ability to exploit
location economies

* Transfer of
distinctive
competencies to
foreign markets

e Ability to customize
product offerings
and marketing in
accordance with
local responsiveness

* Ability to exploit
experience-curve
effects

* Ability to exploit
location economies

* Ability to customize

product offerings and

marketing in

accordance with local

responsiveness
* Reaping benefits of
global learning

Copyright © Houghton Mifflin Company. All rights reserved,

Disadvantages

e Lack of local responsiveness

*Lack of local responsiveness

e Inability to realize location
economies

* Failure to exploit experience-
curve effects

*Inability to realize location
economies

* Failure to exploit experience-
curve effects

e Failure to transfer distinctive
competencies to foreign
markets

e Difficulties in
implementation because of
organizational
problems
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