
Reflecting on Career Implications …

International Strategy: Be aware of your organization's international strategy. What percentage of the
total firm activity is international? What skills are needed to enhance your company's international
efforts? How can you get more involved in your organization's international strategy? For your career,
what conditions in your home country might cause you to seek a career abroad?

Outsourcing and Offshoring: More and more organizations have resorted to outsourcing and
offshoring in recent years. To what extent has your firm engaged in either? What activities in your
organization can/should be outsourced or offshored? Be aware that you are competing in the global
marketplace for employment and professional advancement. What is the likelihood that your own job
may be outsourced or off-shored? In what ways can you enhance your talents, skills, and competencies
to reduce the odds that your job may be offshored or outsourced?

International Career Opportunities: Taking on overseas assignments in other countries can often
provide a career boost. There are a number of ways in which you can improve your odds of being
selected for an overseas assignment. Studying abroad for a semester or doing an overseas internship are
two obvious strategies. Learning a foreign language can also greatly help. Anticipate how such
opportunities will advance your short- and long-term career aspirations.

Management Risks: Explore ways in which you can develop cultural sensitivity. Interacting with
people from other cultures, foreign travel, reading about foreign countries, watching foreign movies,
and similar activities can increase your cultural sensitivity. Identify ways in which your perceptions
and behaviors have changed as a result of increased cultural sensitivity.

summary

We live in a highly interconnected global community where many of the best opportunities for growth and
profitability lie beyond the boundaries of a company's home country. Along with the opportunities, of course,
there are many risks associated with diversification into global markets.

The first section of the chapter addressed the factors that determine a nation's competitiveness in a particular
industry. The framework was developed by Professor Michael Porter of Harvard University and was based on
a four-year study that explored the competitive success of 10 leading trading nations. The four factors,
collectively termed the “diamond of national advantage,” were factor endowments, demand conditions,
related and supporting industries, and firm strategy, structure, and rivalry.

The discussion of Porter's “diamond” helped, in essence, to set the broader context for exploring competitive
advantage at the firm level. In the second section, we discussed the primary motivations and the potential
risks associated with international expansion. The primary motivations included increasing the size of the
potential market for the firm's products and services, achieving economies of scale, extending the life cycle of
the firm's products, and optimizing the location for every activity in the value chain. On the other hand, the
key risks included political and economic risks, currency risks, and management risks. Management risks are
the challenges associated with responding to the inevitable differences that exist across countries such as
customs, culture, language, customer preferences, and distribution systems. We also addressed some of the
managerial challenges and opportunities associated with offshoring and outsourcing.

Next, we addressed how firms can go about attaining competitive advantage in global markets. We began by
discussing the two opposing forces—cost reduction and adaptation to local markets—that managers must
contend with when entering global markets. The relative importance of these two factors plays a major part in
determining which of the four basic types of strategies to select: international, global, multidomestic, or



transnational. The chapter covered the benefits and risks associated with each type of strategy.
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The final section discussed the four types of entry strategies that managers may undertake when entering
international markets. The key trade-off in each of these strategies is the level of investment or risk versus the
level of control. In order of their progressively greater investment/risk and control, the strategies range from
exporting to licensing and franchising, to strategic alliances and joint ventures, to wholly owned subsidiaries.
The relative benefits and risks associated with each of these strategies were addressed.

SUMMARY REVIEW QUESTIONS

1. What are some of the advantages and disadvantages associated with a firm's expansion into international
markets?

2. What are the four factors described in Porter's diamond of national advantage? How do the four factors
explain why some industries in a given country are more successful than others?

3. Explain the two opposing forces—cost reduction and adaptation to local markets—that firms must deal
with when they go global.

4. There are four basic strategies—international, global, multidomestic, and transnational. What are the
advantages and disadvantages associated with each?

5. What is the basis of Alan Rugman's argument that most multinationals are still more regional than global?
What factors inhibit firms from becoming truly global?

6. Describe the basic entry strategies that firms have available when they enter international markets. What
are the relative advantages and disadvantages of each?
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experiential exercise

The United States is considered a world leader in the motion picture industry. Using Porter's diamond
framework for national competitiveness, explain the success of this industry. (Fill in the chart on page 245.)

application questions & exercises

1. Data on the “competitiveness of nations” can be found at
www.imd.org/research/publications/wcy/index.cfm. This website provides a ranking on 329 criteria for 59
countries. How might Porter's diamond of national advantage help to explain the rankings for some of
these countries for certain industries that interest you?

2. The Internet has lowered the entry barriers for smaller firms that wish to diversify into international
markets. Why is this so? Provide an example.



3. Many firms fail when they enter into strategic alliances with firms that link up with companies based in
other countries. What are some reasons for this failure? Provide an example.

4. Many large U.S.-based management consulting companies such as McKinsey and Company and the BCG
Group have been very successful in the international marketplace. How can Porter's diamond explain their
success?

ethics questions

1. Over the past few decades, many American firms have relocated most or all of their operations from the
United States to countries such as Mexico and China that pay lower wages. What are some of the ethical
issues that such actions may raise?

2. Business practices and customs vary throughout the world. What are some of the ethical issues concerning
payments that must be made in a foreign country to obtain business opportunities?
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