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GLOSSARY

Absolute advantage: If a country can produce a good cheaper than other countries, it has an absolute advantage in the production of that good.  To maximise their national income, Adam Smith suggested that countries should concentrate on producing goods where they have an absolute advantage, export the surplus remaining and import other goods.  

Bandwidth: The width of a band of electromagnetic frequencies.  It refers to the speed at which data flows on a transmission path.

Beachhead market:  A market similar to a targeted strategic market but which provides a low risk learning opportunity. For example, Austria/ Switzerland can be considered beachhead markets for Germany.

Black hole: A subsidiary without much capability but located in a strategically important market. (As defined by Bartlett and Ghoshal)

Broadband: Transmission medium with which users can access the Internet at speeds faster than the ones currently present.

Centralisation:  A global coordination mechanism that depends to a great extent on the direct actions and intervention of managers at headquarters. (As defined by Bartlett and Ghoshal)

Codetermination:  A system of management followed in countries like Germany in which workers are also allowed a say in the decision making process.  Typically, there are two boards, the Board of Management with executive powers and a Supervisory Board, where workers have a significant representation.

Comparative advantage:  Even if a country is more efficient than another in manufacturing two goods say A and B, it should manufacture the item where its relative efficiency is higher and leave it to the other country to manufacture the other item.  The two countries can then trade with each other.  By focussing on the product, where each country's relative efficiency is higher, the total production can be maximised and the costs lowered. 

Contend:  A strategy to globalise by rapidly upgrading and transferring assets and expanding across overseas markets. (As defined by Dawar and Frost)

Contributor:  A subsidiary which has strong local capabilities but is located in a relatively unimportant / small market. (As defined by Bartlett and Ghoshal)

Cooption: A strategic alliance which aims to enlist the cooperation of potential competitors to neutralise rivalry. (As defined by Doz and Hamel)

Core competence:  A bundle of skills and technologies which enable a company to build useful products for customers. Core competencies can create future opportunities if exploited fully and facilitate the development of new products and new ways of doing business.  

Core formula Strategy:  An approach which is able to realise only strategic advantages. (As defined by Yip)

Core values: The organization’s essential and enduring tenets – a small set of general guiding principles; not to be confused with specific cultural or operating practices; not to be compromised for financial gain or short term expediency. (As defined by Collins and Porras)

Corporate governance: The branch of management, which deals with the relationships among a company’s top management, board of directors and shareholders.

Corporate purpose:  The organization’s fundamental reasons for existence beyond just making money – a perpetual guiding star on the horizon; not to be confused with specific goals or business strategies.   (As defined by Collins and Porras).

Cost leadership:  A business strategy which lays great emphasis on generating efficiencies and cutting costs.

Cospecialization: Alliance in which partners come together to combine specialized resources and create value by bundling them together. (As defined by Doz and Hamel)

Counterparry:  Defending against a competitive attack in one country by countering in another country. (As defined by Yip)

Country of Origin effect:  The special preference given by customers to goods produced in certain countries.

Cross geographic arbitrage:  The ability to take advantage of differences in factor costs and productivity levels across regions.

Cross country subsidization: Using profits from one country to subsidise competitive moves in other countries.

Culture: Beliefs and values on the basis of which people interpret experiences and behave, individually and in groups. 

Cultural assimilator: A learning technique frequently used to expose members of one culture to some of the basic concepts, attitudes, customs and values of another culture.

Cultural Integrator:  A person who advises the management on the actions to be avoided with specific reference to the culture of the host country.

Data Mining:  A knowledge management tool which allows queries to be addressed to databases to understand past behavioural patterns of customers, suppliers and competitors.

Data Warehousing:   A knowledge management tool which enables past data to be stored in a computerised database in an easily retrievable form.

Defend:  A strategy in which a purely domestic company remains in a riche area in the domestic market where global competitors are either weak or are unlikely to enter.

Deaveraging: Due to splintered value chains, an ‘average’ good performance across the entire chain is no longer sufficient.  What is needed is excellent capability in a small section of the value chain. (As defined by Philip Evans).

Deconstruction: The current trend of smaller value chains, with companies specialising in niche areas.  It can be considered the reverse of vertical integration. (As defined by Philip Evans).

Defend:  A strategy in which a purely domestic company remains in a riche area in the domestic market where global competitors are either weak or are unlikely to enter. (As defined by Dawar and Frost).

Differentiation:  A business strategy which attaches more importance to providing value, in an unique way, which competitors cannot easily imitate.

Dirigiste: The French model which lays emphasis on a strong and ambitious government.

Divisional Structure:  A type of structure in which semi autonomous groups are created, either on the basis of product or geographic segments.  The idea is to delegate authority to managers who have an intimate understanding of the individual businesses.

Dodge:  A strategy in which a purely domestic company either remains in a niche area or enters into an alliance with an M.N.C. (As defined by Dawar and Frost).

Dual citizen: An expatriate with equal allegiance to the subsidiary and the headquarters. (As defined by Gregersen and Black)

Economic Exposure:  The impact of unanticipated changes in real exchange rates on the firm's competitive position.

Economies of Scale:  Efficiencies which can be generated by increasing the volume of a given activity so that overheads per unit come down.  Global economies of scale become important when single country markets are not large enough to allow players to achieve optimum scale.

Economies of Scope:  Gains which can be achieved by spreading activities such as advertising and distribution across multiple product lines.

Endaka:  A Japanese term for appreciation of the yen.

Ethnocentric: A management philosophy which believes that the values and interests of headquarters should guide the strategic decisions of subsidiaries and which often puts head office personnel in charge of important international assignments.

Expatriates:   People who are citizens of the country in which the company is headquartered but are living and working in a foreign country. 

Extend:  A strategy used by a domestic company to globalize by selecting overseas markets which are similar to the domestic market in terms of customer references, distribution channels, government regulations, etc. (As defined by Dawar and Frost)

Explicit Knowledge: Knowledge, which can be precisely articulated and documented.

Factor Conditions:  Land, labour and capital.

Feminine culture:  A culture in which the dominant values are caring for others and the quality of life.

Foreign Exchange Exposure: The extent to which the value of a company’s assets or liabilities or operating income is sensitive to currency fluctuations.

Formalization:  A global coordination mechanism that depends mainly on formal systems, policies and standards. (As defined by Bartlett  and Ghoshal).

Franchise:  An agreement in which one party allows another to operate an enterprise using its trademark logo, product line and methods of operation, in return for a fee.  

Gaijin: A foreigner in Japan.

Geocentric Style: A management style which attaches importance to integrating the activities of different units across the world wide system.  

Global area structure:  A structure in which global operations are divided on a geographic basis.  

Global corporation: A company which concentrates on efficiency by generating economies of scale and where strategic and operational decisions are tightly controlled by headquarters. (As defined by Bartlett and Ghoshal)

Global functional structure: A structure in which global operations are grouped on the basis of functions such as marketing, operations, finance, etc.

Global industry:  An industry in which strategic moves in one country have to be made after taking into account competitive factors in other countries.  Typically, these are industries where there are significant economies of scale but the need for customization is less.

Global leverage:  The advantages, a global corporation is able to realise due to scale efficiencies, coordination and integration of world wide operations and the ability to transfer good ideas and best practices across the world. 

Globally leveraged strategy: An approach that combines both strategic and comparative advantages. (As defined by Yip)

Global logic: The pressures which exist for a company to globalize.

Global product division:   A structure in which global operations are grouped on the basis of products.

Groupware: Software designed to facilitate shared work by individuals who have the same computing environment and task but may be separated physically from each other.

Hedging: Transactions undertaken to eliminate risk due to uncertainty in currency or interest rate movements. 

Home base augmenting R&D centre:  As overseas R&D centre which aims to absorb knowledge locally available, create new knowledge and transfer it to the company's headquarters. (As defined by Kuemmerle)

Home base exploiting R&D centre:  An overseas R&D centre which absorbs knowledge from headquarters and applies it to local manufacturing and marketing activities. (As defined by Kuemmerle)

Implementer: A subsidiary which has just enough competence to manage local operations. (As defined by Bartlett and Ghoshal)

Individualism:  A culture in which people tend to look after themselves and their immediate family only.

International company:  A company whose strategy revolves around the transfer and adaptation of the parent company's expertise to foreign markets. (As defined by Bartlett and Ghoshal)

Inwha:  A Korean term for harmony.

Job oriented culture:  A culture which lays emphasis on getting the job done,  without being unduly concerned about the well being of the employees.  

Kaizen: A Japanese word denoting continuous improvement.

Kaisha: A Japanese company, typically a large corporation.

Karoshi:  Japanese word  for overwork or job burnout.

Keiretsu:  A form of organisation in Japan in which a group of companies work closely together to resemble a vertically integrated enterprise.  The companies may be held together by cross ownership, long-term business dealings, directorship on each other's board and social ties.

Kokusaika: A Japanese word for internationalisation.

Kostendenken: A German term for cutting costs.

Learning History: A documented statement of an important event with all relevant facts, explanations and casual relationships.  (As defined by Kleiner and Roth).

License:  An agreement which allows one party to use an intellectual property right belonging to another party for a fee.  

Masculine culture: A culture in which the dominant values are success, money and material possessions.

Matrix structure:  Type of structure, with dual reporting relationships, in which subordinates are assigned to both a functional area and a project or product group.   A three dimensional matrix structure, in a transnational organization would involve a functional manager reporting to the business unit head, country head and the global product group at headquarters simultaneously.    

Mission:   Fundamental purpose of the company that sets it apart from other companies of its type and identifies the scope of its operations in product, technological and market terms.

Mittelstand: Germany’s small and medium sized companies which make up the backbone of its exports sector.

Multinational corporation:  A company which lays great emphasis on being sensitive and responsive to differences in national environments around the world and is organized as a portfolio of  several national entities. (As defined by Bartlett and Ghoshal)

Multi domestic company: A company whose operations in different countries are managed on a stand alone basis, without any serious attempt to integrate them.  

Multi domestic industry:  An industry in which the competition within the industry is essentially segmented from country to country.  Competitive factors in one country are largely independent of those in other countries.  Typically, these are industries where economies of scale are less and the need for customization is more.  

Multiple denominations of value (MV):  The extent to which the cash flows of a company are denominated in different currencies leading to various types of foreign currency exposure. (As defined by Sundaram and Black)

Multiple sources of external authority (MA):  The extent to which an MNC is exposed to different geographical locations and different country environments. (As defined by Sundaram and Black)

National responsiveness:  The need to understand customer tastes and other peculiarities in different overseas markets and respond suitably.

Nemawashi: The Japanese system of informal consultation before reaching a decision by consensus.

Netting:  A strategy used by MNCs to reduce transaction costs by summing up payables and receivables in a particular foreign currency to arrive at the net exposure.

Network externalities:  When more and  more people use the same product or accept the same standard, the value of the standard / product increases dramatically.

Normative cultures;  A culture in which more attention is given to following rules and procedures rather than getting the job done using more practical methods.  

Polycentric approach: A management style which lays emphasis on local responsiveness, puts local nationals in key positions and allows strategic decisions to be taken in line with the cultures of different countries.  

Pooling: A strategy adopted by MNCs to reduce buffer cash by considering the cash requirements of the entire worldwide system.

Porter Diamond:  A model for developing competitive advantage in the case of a nation, by focussing on factor conditions, demand conditions, related and supporting industries and firm strategy, structure and rivalry.

Power distance:  The extent to which junior employees perceive that power is distributed unequally across the organization.  

Repatriation:  The return to one's home country from an overseas assignment.  

Regiocentric:   An approach  which manages subsidiaries on a regional rather than stand alone basis and is a cross between an ethnocentric and a polycentric approach.  

Ringisei: Japanese  decision making by consensus.
Risutora: A Japanese word which means restructuring.

Sajeonhyupui: A Korean word for decision making by consensus.

Socialisation:  A global coordination mechanism that depends mainly on recruitment, development and cultural orientation of key decision-makers. (As defined by Bartlett and Ghoshal)

Strategic architecture:  A top management action plan which indicates the new competencies which will be needed  in the coming years, how existing competencies have to be strengthened, how business processes have to be reoriented and relationships with external entities, especially customers have to be reconfigured. 

Strategic Business Units:  A more advanced form of divisional structure in which another layer of management is created to promote synergies and simultaneously gain greater control over diverse businesses. 

Strategic flexibility:  The ability of a global corporation to shift resources from one location to another to maximise competitive advantage.

Strategic intent: The leveraging of a firm's internal resources, capabilities and core competencies to accomplish the firm's goals in the competitive environment.  An animating dream that energises a company by setting stretch targets, providing a sense of direction and conveying a sense of destiny to the company's employees.

Strategic leader:  A subsidiary which has significant capabilities and is located in an important market. (As defined by Bartlett and Ghoshal)

Strategic market: A market which scores high on either market potential or learning potential or both.

Supply chain management: An emerging school of thought which lays emphasis on taking an integrated view of the entire value addition process stretching from “suppliers’  suppliers to customers’ customers.”

Tacit knowledge:  Knowledge which is subconsciously understood and applied, difficult to express, developed from direct experience and typically shared through face to face contacts or by jointly experiencing the situation.

Tobashi: A Japanese practice of using off balance sheet loan guarantees to hide financial losses.

Translation exposure:  The impact due to exchange rate fluctuations when accounting of transactions which have taken place in the past, is involved.

Transaction exposure:  The impact on a foreign currency transaction  in domestic currency terms due to changes in exchange rates.

Transnational Corporation: A company which simultaneously combines the capabilities of global, international and multinational corporations, i.e., scale efficiencies, local responsiveness and knowledge sharing.

Triad: The three economic superpowers – the United States, European community and Japan.

UN Model:  A model which believes that all foreign subsidiaries should be treated as equals. (As defined by Bartlett and Ghoshal)

Value chain: A framework for analysing the various activities a firm performs to add value and develop products for its customers.

Values: Basic convictions which people have about what is right or wrong or good or bad.

Work Centrality: The importance of work in an individual’s life relative to other areas of interest.

Yokonarabi: Japanese system of competitive benchmarking.

