An Apollo 7 astronaut once remarked that what
struck him most about looking at earth from outer space
was the fact that he could not sea national borders. That is
how many corporate leaders look at the world today.
They see a global market shaping and have been jockeying
for position through buyouts, mergers and alliances.

Business is becoming a never-ending Olympiad
where the best firms of each country compete everywhere
every day for the gold of a global market share. We are
now into the most competitive decade in business history,
and a respected business professor, Howard' Perimutter
of wharton, predicts that by the year. 2000 three to five
huge multinationals will domlnate almost every busmess
sector.

Why should management be concerned with global
strategies when there are ample opportunities to improve
effectiveness at home ? The answer is simple, yet powerful
- The world has become a single market place. National

economics is being replaced by “globeconomics,”Companies

that ignore this find themselves in jeopardy.
- Afirmshould go internatioinal if there are profitable
offensive or defensive functions it can perform in other
countries. Among the possible objectives are :

1. Becoming a financial intermediary abroad
In this role, the multinational enterprise has access to
foreign capital markets and can mitigate some of the
problems with the transfer of funds from abroad where
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there is devaluation or differences in exchange rates.

2. Facilitating geographic diversification The
ability to export products to many nations increases
the sales potential of the firm. By having a foreign
subsidiary, the multinational firm can overcome trade
barriers, political considerations, transportation problems,

or labor and material costs.
3. Taking advantage of technological lead. In order

/1to exploit a unique advantage that a firm may have, it is

often desirable to form a foreign subsidiary rather than
deal with the problems of exporting abroad. This could
help cement the firm's lead at home because of the larger
market share that could be obtained by the successful
penetration of a foreign market.

4. Creating a market abroad for products.

__Although it is possible to export or. license -products

abroad, in many cases it is far better to create a foreign
market that is under one’s own control by expanding
operation into.one or more foreign countries.

To compete effectively in a global environment,
management requires an entirely different strategic thrust
than that used in domestic markets. Clobal strategy views
the world as a group of interacting markets that have
the potential of being mutually supportive. There are four
basic strategic options for achieving this goal. The four
approaches to international strategy are shown in the
figure below.

* Trade Officer, Forelgn Trade Policy Division, Department of Forelgn Trade, Ministry
of Commerce : Doctor of Philosophy in Management, Adamson University, Philippines.
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Classification of international strategies

Ethnocentric The first category covers the ethno-
centric strategy, which emphasizes the culture or inherent
superiority of a given nation. This strategy centers around
the products or services of a given country and tends
to downgrade the nation where the products are being
introduced. Although a multinational company pursuing
an ethnocentric strategy would focus on its home products,
more often than not, products have to be tailored to
the tastes and desires of the host country. Where there is
a clear superiority of a product, the ethenocentric strategy
would fit well. However, in mary instances industrial
nations around the world have developed the capability
to produce products that better fit their needs dr nation
alistic desire.

Geocentric. The second category uses geographic
decentralization as a basis for engaging in international
trade. This approach has the benefit of reducing risk by
spreading the markets, products, finances and manufac-
turing to different geographic locations. Thus if one
country is having difficulty, the remaining divisions can
continue to function normally.

Polycentric. The third category, the polycentric
strategy, attempts to spread out the risks involved by
having a large number of units that are less vulnerable
than one large subsidiary would be. Risk reduction is
accomplished by a number of actions that can be taken,
such as the-ability to use multiple currencies.
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Global Strategy. The fourth category is the global
strategy. This approach takes an integrated view offpe-
netrating foreign markets. It stresses that the world
i5 “one market and should be treated as such.” Thus
subsidiaries, divisions or strategic business units, fit the
long-term strategy of the parent company rather than
focusing on their individual strategies. In this sense,
countries are considered as a portfolio of interdependent
entities.

When using a global strategy, the design and
manufacture of products differ significantly from those
that consider divisions as separate entities. The Global
strategy assumes that worldwide distribution of the
product can be justified on the basis of economics of
scale and that Research and Development are related
to the product rather than to aspecific market. The
global strategy also assumes that the differing require-
ments for products can be met when they crass national
boundaries. Having common products that are readily
modifiable provides shorter lead time and reduced logistics
costs. What have to be examined carefully under this
strategy are the problems of trade barriers and of
fragmented distribution.

Ultimately, whichever approach is chosen: ethnacen-
tric, geocentric, polycentric, or global strategy, the social,
political, and economic environment in each country
needs to be analyzed carefully. Even when using a global
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strategy, a firm must tailor its approach to satisfy local
needs, Mercedes Benz, for example, offered their standard

order to formulate a country by country strategy, a

‘method for“assessing each country's environment is

can to the Thais, but they packaged their other products required. Il
and services to meet the. special needs of Thailand. In
Blbllography
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