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agerial insight on the functioning and strategy of large multinational enter-
prises (MNEs). Verbeke and Lee develop an original conceptual model that
supports student learning by providing an integrated perspective, rooted in
theory and practice. The discussion also includes unique commentaries on
seventy-four seminal articles published in the Harvard Business Review, the
Sloan Management Review, and the California Management Review over the
past four decades, demonstrating how the key insights can be applied to real
businesses engaged in international expansion programmes, especially as
they venture into high-distance markets. This third edition has been thor-
oughly updated and features new sections on multinational entrepreneur-
ship, strategic challenges in the new economy, and international business
strategy during globally disruptive events, including the COVID-19 pan-
demic. Students will benefit from updated case studies, improved learning
features, and a wide range of online resources.
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Foreword

Too many international business strategy textbooks slavishly adhere to main-
stream conceptual models. The publication of those models in prestigious practi-
tioner journals such as the Harvard Business Review seems to shelter them from
scholarly criticism. The problem is that the policy recommendations derived from
these models, while sometimes insightful, are all too often based on implicit and
restrictive assumptions. They are frequently oversimplified and seldom based on a
rigorous analytical framework that assesses the opportunity costs of following the
recommended paths, that is the costs of foregoing alternative strategies.

In this textbook of unusual depth and scope, Alain Verbeke and Ian Lee
provide a critical reassessment of Theodore Levitt’s famous edicts on global
marketing, Michael Porter’s diamond, Prahalad and Hamel’s core competence,
Bartlett and Ghoshal’s transnational solution, and many other conceptual
models that have until now been treated as almost sacrosanct. These mainstream
views are not analyzed in isolation, but systematically within the context of a
simple but insightful conceptual framework, which synthesizes several decades
of scholarly research on multinational enterprise strategy.

In addition to solid conceptual foundations, this book provides a rich empir-
ical background. Every concept is illustrated with examples drawn from actual
managerial practice. The tight link between theory and practice makes for a
powerful intellectual toolkit, which can be directly used by senior managers as
they weigh alternative global strategies.

As a scholar engaged in the comparative institutional analysis of multinational
enterprises, I am struck by the ad hoc quality of much of the advice offered to
senior managers. Too often, such advice makes short shrift of the considerable
body of theoretical insights and empirical evidence that has been amassed by
international business researchers over the last decades. Not so with this book,
which shows, once again, that ‘nothing is more practical than a good theory’.

Jean-Francois Hennart
Fellow of the Academy of International Business
Fellow of the European International Business Academy

Professor of International Management
Tilburg University (The Netherlands), Politecnico di Milano
(Italy), and Aalborg University, (Denmark)
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Chapter 1

Case

Examples

Management

Insights

XX

Home.
Country

|
!

The triangla in the model reprasants the ‘pyramidal’ nature of Se firm's advantages. |

Upen the beoad basa of hame county exiamal location advantages (LAs), La., the
warlical rectangle on the lefi-hand side in the hame country space, the MINE
saleclivaly builds & naower and distinct sef of FSAs thal are location-bound (LB;
the middie space in the pyramid). and then a typically even namower inftial set of
FSAs that ase non-location-bound (MLB; the top of the pyramid painting 1o the

ional border). The circle: the actual usage of the company-level
FSs in the home cowntry mileu. Bounded rationality and bounded raliability
constraints will influenca the fim's strategy for fransferring, depleying, and
mxplsiting effactvely s nan-docalion-bound FSAs across bordars (e.9,, cparating
mode cheicas).

Case example In 1995, Kao was Japan's langest consumer gocds company, with a quarter
of the shampoo market, three-quarters of the blesch market, and half of the laundry
dwtergent markat,

Qng of the main masers for Kan's dominant domestic pasition was its contral of a
tomprehensin: distribution system within Japan. Kao owned Hansha, a wholesale distributar,
arhich distributed anly Ksa's prochicss. s resuil, K v shl ta woply small shgs easily
and atso prevent outsiders from entering the market Mareover, Hansha allowed Kao to gain
privileged irformation on consumers' shopping habits. However, ‘in Europe and Amedca Kao
has falled ta bulld the comprehershe distribution system that It has in Japan™.™ In 1996
around 20 per cent of Kao's sales came from overseas markets; by 2019, the percentage of
foreign sales had risen to nearky 37 per cent, in ascending order of praporticn from Europe,
Morth America, and AsiafOceania. Kao has still not been able to replicate fully its domestic
success abraad =

Case example Tha immobility of domestic networks has ako braught semendaus <hal-
lervges b mary fareign retsl banks in Japan, such as Citibark inow Citigroopl, Despite its
lesling prasition in the LS refail berking industry and a large netwark of brarches i the
Unitead States, Citbank found it difficult to aoces laparese qstimers whe It dedded
target Indwidual consumers in 1984, 1t tock Ot-lapan a full ten years to break nito the
Japanese market According to Chiberdk, retall banking . & like the petrol-station business:
wou've got 1o have your pumps in all the right locations. In Japen, the best spots are hard o
get”™ In Japan, land peices were extremely high, and building a profitable retail network
required large-scale imvestments and substantid time to establich the netwark. Marecwer,
Jepanese consumers tended to view forsign banks as kess tnustwortfy than local hanks,

By 1990, Citibank was “the last of 23 foreign barks in Japon still interestad in retail
banking'* The nurier of its retail Branches in Jopan had gmwn fram s in 1985 ta ninctoon
in 1993, but it was ill @ minar playen the smalkest Japanese retail bank had forty-ane
branches in 19857

Applying the convepts developed in Chapter 1 we see thal Prahalsd and
Hamel's watian of core corpetandies i brpely aquivalent tathe higher-order
F§A concept, with o strang focus on roatines and recombination capabilities.
Recomblmation capabllities are especlally critical for Prahalad and Hamel,
bus, as they correclly point aut, these can be (fSeult o Gefine exactly or (o

These FSAs ls affected by the
ar ]mnngc that has c\ulvrd aver the life of the company. However, the her

lescribeed in Chapter |- an
atiitude of corporsle-level Mmanagens and ompeta: G e, eriticl
10 idealifying and pursaing new market opportunities and ta Encavesing
resourees that wre not yet fullp wtilized and can be deployed In cther
makets, and ar organizational ability ta meld extant aod now resurces
it navel ways,

T verime o the patierns of Fia dentapient discused i Chapler 1, 1
authars garadaxically facus largely on Patiern | (see Figure 1.7 in Chapter 1),

International Business Strategy
presents, interprets, and critiques
seventy-four seminal articles from the
Harvard Business Review, MIT Sloan
Management Review, and California
Management Review. It synthesizes
the practical knowledge contained in these
articles into a unifying framework of seven
key concepts for successful global business.
These concepts are analyzed in detail in
Chapter 1.

Chapter 1 includes a wide range of both
classic and recent, mini-case examples
featuring high-profile multinational firms.
The case examples illustrate aspects of each
of the seven key concepts of successful
business strategy in practice.

A rigorous and in-depth analysis of
articles drawn from the leading practi-
tioner journals. Their content is fully
explored in terms of the key concepts in
international business strategy, as well
as recent real-world examples.
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In addition to discussing classic articles from the Harvard Business Review, MIT
Sloan Management Review, and California Management Review, the
authors also analyze state-of-the-art contributions throughout the book. These latter in the

contributions address the new strategic and digital challenges facing the MNE in New Economy
today’s complex, global economy. The analysis applies the book's key concepts in
terms of MNEs successfully adapting to the changing external environment, wherein
new business models and digital tools appear to be particularly significant.

Strategic
Challenges

For lecturers and students: Web

o Cases that allow applying the framework developed in the book. This set Materials
will be updated and will grow over time.

« Links to useful databases and other electronic sources of useful
information relevant to international business strategy.

For lecturers:

« Downloadable PowerPoint slides for every chapter and all figures.
« The answers to the case study questions (password protected).

« Multiple choice questions to test student understanding.
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