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E ntry strategies and ow nership structures vary. D iscuss. 

 

1. E xport/Im port: T he choice of sm all businesses to begin their international expansion w ith a m inim um  

investm ent. 

 

2. W holly O w ned Subsidiaries: A n overseas operation that is total ow ned and controlled by an M N C . 

a. P ros: F ull control; 

b. C ons: R isky for large investm ents. 

 

3. M ergers/A cquisitions: T he cross-border purchase or exchange of equity involving tw o or m ore 

com panies. 

a. P ros: Q uick expansion of resources and constructs high-profit products in a new  m arket. 

 

4. A lliances and Joint V entures: A lliance – any type of cooperative relationship am ong different firm s, 

JV  – an agreem ent under w hich tw o or m ore partners ow n or control a business. 

a. T ypes: 

i. N onequity V enture: T he group providing the service typically is m ore active than the other. 

ii. E quity V enture: F inancial investm ent by the M N C  in a business enterprise w ith a local partner. 

b. P ros: Im provem ent of efficiency, access to know ledge, political factors, restriction in com petition. 

 

5. L icensing: A n agreem ent that allow s one party to use an industrial property right in exchange for 

paym ent to the other com pany. 

 

6. F ranchising: A  business arrangem ent under w hich one party – franchisor – allow s another – franchisee 

– to operate an enterprise using its tradem ark, logo, product line, and m ethods of operation in return for 

a free. T his m ethod includes licensing. 

 

T he basic organizational structures vary. D iscuss. 

 

1. Initial D ivision Structure 

2. International D ivision Structures: A  structural arrangem ent that handles all international 

operations out of a division created for this purpose. 

3. G lobal Structural A rrangem ent: 

a. G lobal P roduct D ivision: A  structural arrangem ent in w hich dom estic divisions are given w orldw ide 

responsibility for the product groups. 

b. G lobal A rea D ivision: A  structure under w hich global operations are organized on a geographic rather than 

a product basis. 

c. G lobal F unctional D ivision: A  structure that organizes w orldw ide operations prim arily based on function 

and secondarily on product. 

d. M ixed O rganization Structure: A  structure that is a com bination of a global product, area, or functional 

arrangem ent. 

4. T ransactional N etw ork Structure: A  m ultinational structural arrangem ent that com bines elem ents 

of function, product, and geographic designs, w hile relying on a netw ork arrangem ent to line w orldw ide 

subsidiaries. 
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T here is a variety of factors that help to explain the differences in the w ay that international 

firm s operate. D iscuss. 

 

1. F orm alization: T he use of defined structures and system s in decision m aking, com m unicating, and 

controlling. 

 

2. Specialization: A n organizational characteristic that assigns individuals to specific w ell-defined tasks. 

a. H orizontal Specialization: T he assignm ents of jobs so that individuals are given a particular function to 

perform  and tend to stay w ithin the confines of this area. 

b. V ertical Specialization: T he assignm ents of w ork to groups or departm ents w here individuals are 

collectively responsible for perform ance. 

 

3. C entralization: A  m anagem ent system  in w hich im portant decisions are m ade at the top. 

a. D ecentralization: P ushing decision m aking dow n the line and getting the low er-level personnel involved. 


