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Global mindset & IB Maturity Curve

- Source: Kedia & Mukherji (1999), and Coetzee (2006)
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Statement of IB dilemma

A IB theory:
I No one model/theory fully captures complexity of FDI

A IB practice:
I Increasingly complex & competitive contexts for FDI

A Approach to IB dilemma:
I This IB research aims to close gap between theory & practice

I AVector model for gl obal ver

A An epistemological, systems thinking approach to global venture creation, or
A An integrated theoretical approach to global venture creation

FDI: purchase [project development] of physical assets, such as plant ar
equipment, or business operations in a foreign country, to be managed b

X the parent corporation. FDI is in contrast to foreign portfolio mvestment
(Dictionary of International Investment Terms, 2001



Approach taken to address the IB dilemma

How to operate across borders?

How to iImplement strategy?

What entry mode?

What global opportunity?

What global strategy?

Why outside home country?

\

KPA 1:
Optimise the
f1rmos
positioning in
a host country

KPA 2:
Optimise a
specific venture
In that host
country

Dphenomenon= 1 < Dnectocvod®= n = 80 (16 vectors x 5 global best practices/vector)]
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What Is a vector?

A A vector = theresultant of a set of forces

Altodos a practical term to ex
selected global venture creation models

A For the IB manager:

I Avector is a strategy dynamic, a competitive advantage to add, or t
defend valueé.

I Itistheresultantof a set of company con
i1t 1 s a strategic thrustée.

Altdés what a MNC do to acqgui
certain competencies to implement its global strategy, e.g.:
i How t o geExp&ienasp pilty fihe host col
I How t o g e Con&oloa popvleyr -bidaderoveénture 8/14)

A The 16 vectors also serve as agendafor strategic and
tactical conversations regarding global business developme
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Structure of models & vectors (1)

80 Global Best/Next Practices

I

16 vectors

|

2 mutually exclusive success criteria
for successful strategy implementation

FDI context-specific

~ IB theory-specific

Context right?
Implementation right?

IB body of knowledge
~ (theory and practice)
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Structure of models & vectors (2)

KPAL:Opt i mi se t KPA 2 fOptimissdasspecific venture in
positioning in host country that host country

A CAGE model (V1-4) A Conceptual framework of entry
mode selection(VV9-12)

A Capability & opportunity

space modelV/5) A Evolution of entry modes(V13-15)

A Global opportunity A Hierarchical model of entry modes
selection 3D model (v6-8)  (V16)



Presentation of ranked vectors (1 & 2)

V3

—==_ | I Stop/Abort

[ Discretion

[ Go- ahead

Green = acceptable

Red = fatal flaw
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INPUTS TO THE VECTOR MODEL
&
SYSTEMS THINKING
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Ghemawat proposes that 4 new measures oistanceshould be used in the evaluation of the
attractiveness of foreign markets. Many failures are due to an overestimation of the

attractiveness of markets. Firms become dazzled by the sheer size of a new market. They
loose sight of the difficulty of entering new, difficult territory.

Culture
V1

Economic
V4

V2

Ndministrative

Geographic
V3

The CAGE model
(Ghemawat, 2001)
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Vector 1: Cultural distance
The degree to which people interact with one another and with
companies and institutions. Differences in language, religion, race
social norms and values can contribute to business inefficiency, o
even become deal breakers

1. The Chinese culture and doing business through
guanxi is effectively applied by XY Zpersonnel in
Beljing

2. The Chinese culture and doing business through

guanxi is effectively applied by XY Zpersonnel in
Johannesburg

3. XYZ0s Dbusi ness pr-makiegrHess
can accommodate doing business in China



Capability and Opportunity Space Model

(Dagnino, 2003) (V5 = crafting your own luck)

Firm Strategy at time

Feedback

TO, ét 2, ét%a
Potential Gap Bridging

< CAPABILITY SPACE>

Foresight «—> Mindfulness «—> Judgment
7'y 7'y Y Feedforward
\ 4
> Luck <
QPPORTUNITY sPACD
Firm Strategy at time
> T1,ét3, é(5 1

Realised Gap Bridging




Vector 5: Crafting a
The extent to which a firm positions itself in a host county to
participate in future growth prior to any knowledge of a specific
business opportunity

XYZ operates within the guidelines of board approved
opportunism

XY X has a superior network of business intelligence
within China T real time information and guanxi
relationships

XYZ has the ability to exercise entrepreneurial
creativity and judgment
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Global Opportunity Selection 3D-Model

(Jopi e Coetzee, University -onpublsbadt h Afr i ca
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Vect or 8 : F1rmds abi

The extent to which a firm is able to pursue an opportunity in the
host country

1. XYZ has the capacity for delayed returns
A Financial and patience!

2. XYXhasaboardapproved ncountrr
| everage business pl ano

3. XYZ has a done a credibility check on its local
representative (s)



Conceptual framework of entry mode choice

-

C

Firm specific
Variables(V12)
Firm size

International experienc

st country experienc
Relationship

(Shi, Siu & Ho, 2001)

trategic Variabl
(V9)
Export-orientation

v

[ENTRY MODE CHOICE ] —

A

/" Location-specific "\
Variables(V10)
Market potential
Production costs

Transactionspecific
Variables(V11)
Contractual risk

Asset specificity

Host government policy
\Location of investment

<



Vector 11: transactionspecific variables
This vector deals with the specific transaction

1. The contract has been subjected to a crossiltural
audit, on a clauseby-clause basis

A Alignment of roles, responsibilities and expectations?
A The engineers, technicians and scientists can communicate

2. XYZ can protect its intellectual property
3. XYZ has a due process to resolve conflict



Control (V15)

Evolution of the Entry Mode Decisions

(Wild,Wild & Han, 2003)

Experience (ViB) Whol
olly
owned

Manage.ment contract Subsidiary

- ® Joint Venture
Frarwhlsmg
®Turnkey project
Licgnsing

® Exporting

Risk (V14)



Vector 13: experience to participate in a JV entry mode
This vector confirms the choice of entry mode

1. XYZ has participated in a similar JV outside China
A XYX can |l everage from itéos

2. XYZ has drawn on experiences from other firms in
similar ventures
A XYZ draws from global learnings

3. XYZ0s exper i e nwde, and sot esied |
a few individuals



The Hierarchical Model of Entry Modes

(Pan & Tse, 2000) (V16 =increasing financial commitment)

Choice of Entry Modes

Non-Equity Equity
Modes Modes
[ | [ |
Export Contractual Equity Joint Wholly owned
Agreements Ventures Subsidiary
Direct Export Licensing Minority EJV Greenfield
Indirect Export | |R&D Contracts| |50% Share EJV Acquisition
Others Alliances Majority EJV Others
Others
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OUTPUTS OF THE VECTOR MODEL
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FIirmds posi ti onigoagheadn

= | [ Stop/Abort [_1Discretion [ Go- ahead




