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THE GLOBAL ENVIRONMENT
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Global Strategies and the
Multinational Corpration
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The Internationalization Process

International Global

Industries Industries
--aerospace --automobiles
--military hardware --oil
--diamond mining --semiconductors
--agriculture --consumer electronics
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Domestic Multinational/
Industries Multidomestic

--railroads Industries
--laundries/dry cleaning --investment banking
--hairdressing --hotels oy
--milk --consulting ,-"f
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Implications of Internationalization

for Industry Analysis
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Competitive Advantage within an International
Context: The Basic Framework

FIRM RESOURCES F.

& CAPABILITIES J THE INDUSTRY ENVIRONMENT,
-- Financial resources

-- Physical resources \
7

-- Technology
-- Reputation

Key Success Factors

-- Functional capabilities 4 COMPETITIVE

-- General management

capabilities

ADVANTAGE

THE NATIONAL ENVIRONMENT

-- National resources and capabilities (raw materials;
national culture; human resources; transportation,
communication, legal infrastructure

-- Domestic market conditions

-- Government policies

-- Exchange rates

-- Related and supporting industries




National Influences on
Competitiveness: The Theory of

Comparative Advantage
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TARIFF BARRIERS
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DISTANCE & CULTURE BARIERS
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FREE TRADE
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GLOBAL TASK ENVIRONMENT
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» Suppliers & Distributors
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» Customers & Competitors
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Forces in the Global General Environment
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PoliticaI-LegaI Forces
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Political-Legal Forces
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Economic Systems
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Recent Trends
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Changing Political and Economic
Forces
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Sociocultural Forces
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Sociocultural Forces

3. oOrf ,}» socidifhules prescrbing
" vmf In‘argiven situation.

P Slkways: rout\“te1 sociall conventions
EBEing dress cotes and imanners:

MBrEs: Norms that arelcentral to
fuUrctiosligle) o soci‘?f h More
significzirit Erlelenf ol az)ys

More excmglesigefiels e ., cleltlteey, clrle

% alra (J': (2] &r)z)c ted I Lo W 'A‘
O Norms vary fromleotliry to cotininy;




Hofstede’'s Model of National Culture
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1. Individualism v. Collectivism
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2. Power Distance
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3. Achievement vs Nurture
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4. Uncertainty Avoidance
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5. Long Term Outlook
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International Expansion
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International Options
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International Expansion

Importing Licens.ilfg Joint Ventures
Exporting Franchising | | S¢rat, Alliances

Level of Foreign involvement and investment High
needed by a global organization




Organization Structure and
Management Systems
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Evolution of the Modern Corporation

“h ﬂ
¢ The business
environment

Local markets Firms specialized & Small firms.

5. Transport slow focused on local Simple manage-
| century Limited mechanization markets ment structures
| Late : Introduction of Geographical and Functional struct-
| 19th | railroads, telegraph vertical expansion ures. Line/staff g
I century industrialization separation. Accou- i
nting systems
Early Excess capacity in Product & Development of |
20th distribution. Growth multinational multidivisional
century of financial institut- diversification corporation

ions & world trade



General Motors’ Organization Structure, 1921

Board of Directors

- —

President Executive Committee

Financial GM Acceptance Legal General
Staff Corporation Department Advisory Staff

Chevrolet ||| Sheridan Canadia Oldsmobile Buick Cadillac GM Export
Division | L Division n Division Division Division Company
: ‘ Division . A
- p. 3 '

!
A B

() > GI\_II '_I'r_uck Samson O_alﬂarnd Inter- Scripps
&7 Division Tractor Division company Booth

Division Parts Corp.
Division —
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The Basic Tasks of Organization

oductivity requires SPECIALIZATION

Achieving high levels of pr
e 4
= Specialization by individuals necessitates COORDINATION
F T :
~ For coordination to be effective requires COOPERATION
But goals of employees == goals of owners
THE AGENCY PROBLEM

THE ORGANIZATIONAL CHALLENGE:
to design structure & systems that:

Permit specialization

Facilitate coordination by grouping individuals & link
groups with systems of communication, decision
making, & control

Create incentives to align individual & firm goals




Hierarchy Economizes on Coordination

Jﬂn (a) Self Organizing Team: (b) Hierarchy:

10 interactions | _ 4 interactions




Hierarchy of Loosely-Coupled
Modules Allows Flexible Adaptation

i

Tightly-coupled, integrated Loose-coupled, modular
system: Change in any part hierarchy: partially-
of the system requires autonomous modules linked
system-wide adaptation . by standardized interfaces
e permits decentralized
adaptation and innovation




Weber’s Principles of Bureaucracy

= = Rational-legal authority

Specialization of labor
Hierarchical structure

Coordination and control through rules
and standard operating procedures

f
g f Standardization employment practices
= Separation of jobs and people

Formalization of administrative acts,
decisions and rules



Mechanistic and Organic Forms
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Designing the Hierarchy: The Basis for Defining
Organizational Units and their Relationships

—

Units may be defined on the basis of Common Tasks, Products,
Geographical Proximity, or Process/Function

B

Critical issue: Intensity of Coordination—Employees with the greatest

| interdependence should be grouped into same organizational unit. :
| Pl - - & @ 7
L Additional criteria: Economies of Scale, Economies of Utilization,

i

,,: Learning, Standardization of Control Systems
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General Motors’ Organization Structure, 1997

Board of Directors

Corporate Functions

| Group

L]
r'l..

Hughes
Electronics

GM Europe

| | President’s Council
1I r
; e
” b
A L
North Delphi GM International
American Automotiv Acceptance Operations
Operations e Systems Corporation
Midsize || Small GM Vehicle Development
& Car Power Sales, & & Technical
Luxury Group Train Marketing Cooperation
| Car Group Group Group

Asian &
Pacific
Operations

Latin
American,
African, &
Middle East
Operation




Corporate Executive Office
Chairman & CEO

Finance

Service Divisions '
E. -

" gk

Corporate Staff

Business

Development

R&D Human
Resources

Legal

]

il

L~ |

GE Aircraft ‘ ‘| GE Trans-
3 portation

Engines

GE Power

GE
Industrial |
Systems

Plastics

GE

Appliances

GE

GE Medical
Systems

GE
Lighting

GE
Specialty
Materials

”

GE
Capital

26 businesses organized into 5 segments:

Consumer
Services

Financing

Mid-market Specialized Specialty
Financing

Insurance

Equipment
Management

_

o
EY

-

r 4
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General Electric’s Organization Structure, 2002




Overview of the innovation process

Scientific and
technological
developments
inevitably lead
to knowledge
inputs

Firm'’s
Creative operating
individuals functions and
activities

Firm’s architecture
and external linkages

Societal changes and
market needs lead to
demands and opportunities

Firms develop
knowledge,
processes and
products




The interaction between development

activities and design environment

The spectrum o

design activities

< >
Engineering Product Fashion
P § Mechanical Industrial design Market/societal changes
£/ Electronics Outward appearance Style
e L Chemical Human factors Consumer expectations 2L
S . : : 5
S Gg*‘_ Manufacturing Required quality ks Gg_
vl O . . ; . o
k- *g_@ Research, knowledge and experience built up over time will *g_g
Pglc g enable the organisation to inform the three areas below. £
S S O — . . &g
- s Engineering solutions Form concepts Design trends D IS
- B2 . . . 55
g o Functional design Form Fashion S 8
f { Cost effectiveness Colours Styling
- Manufacturing Graphics Emotions
g considerations Packaging Packaging
o \ Ergonomics \/

Product
development



The popular view of science




Conceptual framework of innovation

Creation of new Technological development, Consumers express
7 1 knowledge, dominated by dominated by organisations their needs and wants
i universities and large through the consumption
j science-based organisations of products

Science and Technological Needs of

technology base developments the market ' _




Linear models of innovation

5

Technology push

Research and
development

Manufacturing Marketing

Market pull

Research and
development

Manufacturing




Simultaneous Coupling Model

Manufacturing

Research and
development

|
!

Marketing £



Interactive Model of Innovation

e N
Latest sciences and technology
L _dvances in socety - TECHNOLOGY
' [dea —> R&D —> Manufacturing —> Marketing —> e
9 product b
q MARKET Needs in societ / ’
| y
| PULL T e o

and the marketplace




Innovation as a Management

Process

macro factors;
competition;
profit;
growth;
diversification;
costs and input prices;
political influences

.................

. Organisation’s knowledge base
» accumulates knowledge over time

External inputs:
scientific and technological
| development;

External inputs:
societal needs;
competitors;
supplier partnerships
distributors;
customers;

strategic alliances

r







