
International Business Strategy

Verbeke provides a new perspective on international business strategy by
combining analytical rigour and true managerial insight on the functioning
of large multinational enterprises (MNEs). With unique commentary on
forty-eight seminal articles published in theHarvard Business Review, Sloan
Management Review andCaliforniaManagement Review over the past three
decades, Verbeke shows how these can be applied to real businesses engaged
in international expansion programmes, especially as they venture into
high-distance markets. The second edition has been thoroughly updated
and features greater coverage of emerging markets with a new chapter and
seven new cases. Suited for advanced undergraduates and graduate courses,
students will benefit from updated case studies and improved learning
features including ‘management takeaways’, key lessons that can be applied
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‘Two things make Alain Verbeke’s book stand out from other textbooks. First, it
incorporates the latest theoretical insights and helps students to understand the
complexities of international business in the real world. Second, it is truly
integrative, presenting a framework in the first half of the book that is consistently
used in all subsequent chapters and applications.’

Sjoerd Beugelsdijk, Professor of International Business, University of
Groningen, The Netherlands

‘This is a most impressive textbook which effortlessly blends analytical depth,
strategic problem-solving skills and vivid engagement with the most challenging
international contexts. Having long searched in vain for such a three-dimensional
textbook, I believe it is one of a kind. Alain Verbeke has pulled off one of the
hardest feats in management education.’

Manuel Hensman, Professor of Strategic Management, Solvay Brussels School of
Economics and Management, Belgium

From 1st edition: ‘Alain Verbeke draws on his unmatched knowledge of inter-
national business research and provides a fresh and insightful, integrated per-
spective for rethinking the foundations of international strategy. This highly
readable text supported by excellent cases should appeal to students whose
managerial careers will span an increasingly global economy. International strat-
egy faculty will find that the text easily lends itself to customizing the course to
their particular needs. This book deepens our understanding of the global econ-
omy and the evolving role of the multinational enterprise.’

Arie Y. Lewin, Professor of Strategy and Sociology, The Fuqua School of
Business, Duke University, and Editor-in-Chief of the Journal of International
Business Studies (2002–7)

‘Being the first of its kind, this insightful textbook not only describes the main
academic insights relevant to international business strategy, but also rigorously
scrutinizes and reinterprets them using an overarching yet simple framework
composed of country, firm, and individual-level concepts. By taking this reflective
and integrative approach, Verbeke offers an unprecedented learning experience to
both students and practitioners by greatly enhancing their understanding of
successful international strategy formulation and implementation.’

Arjen Slangen, Associate Professor of International Business,
Rotterdam School of Management, The Netherlands

Cambridge University Press
978-1-107-02789-3 - International Business Strategy: Rethinking the Foundations of Global
Corporate Success: Second Edition
Alain Verbeke
Frontmatter
More information

www.cambridge.org© in this web service Cambridge University Press

http://www.cambridge.org/9781107027893
http://www.cambridge.org
http://www.cambridge.org


International
Business Strategy
Rethinking the Foundations of
Global Corporate Success

Second Edition

ALAIN VERBEKE

Cambridge University Press
978-1-107-02789-3 - International Business Strategy: Rethinking the Foundations of Global
Corporate Success: Second Edition
Alain Verbeke
Frontmatter
More information

www.cambridge.org© in this web service Cambridge University Press

http://www.cambridge.org/9781107027893
http://www.cambridge.org
http://www.cambridge.org


www.cambridge.org
Information on this title: www.cambridge.org/9781107683099

© Alain Verbeke 2013

This publication is in copyright. Subject to statutory exception
and to the provisions of relevant collective licensing agreements,
no reproduction of any part may take place without the written
permission of Cambridge University Press.

First published 2013

Printed in the United Kingdom byi

A catalogue record for this publication is available from the British Library

Library of Congress Cataloguing in Publication data
Verbeke, Alain, author.
International business strategy : rethinking the foundations of global corporate
success / Alain Verbeke. – Second edition.

pages cm
ISBN 978-1-107-68309-9 (pbk.)
1. International business enterprises – Management. 2. International business
enterprises – Management – Case studies. 3. Strategic planning. 4. Strategic planning – Case
studies. I. Title.
HD62.4.V466 2013
658.40092–dc23 2012033810

ISBN 978-1-107-02789-3 Hardback
ISBN 978-1-107-68309-9 Paperback

Additional resources for this publication at www.cambridge.org/verbeke

Cambridge University Press has no responsibility for the persistence or
accuracy of URLs for external or third-party internet websites referred to
in this publication, and does not guarantee that any content on such
websites is, or will remain, accurate or appropriate.

University Printing House, Cambridge CB2 8BS, United Kingdom 

Cambridge University Press is part of the University of Cambridge.

It furthers the University,’s mission by disseminating knowledge in the pursuit of  
education, learning and research at the highest international levels of excellence.

Bell and Bain Ltd, Glasgow

4th printing 2015

Cambridge University Press
978-1-107-02789-3 - International Business Strategy: Rethinking the Foundations of Global
Corporate Success: Second Edition
Alain Verbeke
Frontmatter
More information

www.cambridge.org© in this web service Cambridge University Press

http://www.cambridge.org/9781107027893
http://www.cambridge.org
http://www.cambridge.org


Contents

List of figures page vii
List of case studies x
About the author xiii
Foreword from Jean-François Hennart xv
Acknowledgements xvi
List of abbreviations xviii
Walkthrough xxii

Introduction and overview of the book’s framework 1

Part I Core concepts 11
1 Conceptual foundations of international

business strategy 13
2 The critical role of firm-specific advantages 79
3 The nature of home country location advantages 103
4 The problem with host country location advantages 133
5 Combining firm-specific advantages and location

advantages in a multinational network 157

Part II Functional issues 193
6 International innovation 195
7 International sourcing and production 219
8 International finance 245
9 International marketing 273
10 Managing managers in the multinational enterprise 303

Part III Dynamics of global strategy 327
11 Entry mode dynamics 1: Foreign distributors 329
12 Entry mode dynamics 2: Strategic alliance partners 355
13 Entry mode dynamics 3: Mergers and acquisitions 385
14 The role of emerging economies 417
15 Emerging economy multinational enterprises 455

16A International strategies of corporate social responsibility 483

v

Cambridge University Press
978-1-107-02789-3 - International Business Strategy: Rethinking the Foundations of Global
Corporate Success: Second Edition
Alain Verbeke
Frontmatter
More information

www.cambridge.org© in this web service Cambridge University Press

http://www.cambridge.org/9781107027893
http://www.cambridge.org
http://www.cambridge.org


16B International strategies of corporate environmental
sustainability

519
Conclusion: The true foundations of global corporate success 551

Appendix: Suggested additional readings 563
Index 570

Contents

vi

Cambridge University Press
978-1-107-02789-3 - International Business Strategy: Rethinking the Foundations of Global
Corporate Success: Second Edition
Alain Verbeke
Frontmatter
More information

www.cambridge.org© in this web service Cambridge University Press

http://www.cambridge.org/9781107027893
http://www.cambridge.org
http://www.cambridge.org


Figures

1.1 Core concepts page 14
1.2 The essence of international business strategy 35
1.3 Centralized exporter 36
1.4 International projector 36
1.5 International coordinator 37
1.6 Multi-centred MNE 37
1.7 Ten patterns of FSA development in MNEs 41
2.1 Non-location-bound (or internationally transferable)

FSAs as drivers of economies of scope across markets and
products 88

3.1 Domestic ‘diamond’ determinants as drivers of home-base
location advantages, and subsequent FSAs 111

3.2 Porter’s single diamond model and the double diamond
model 112

3.3 A multilevel analysis of the diamond determinants 116
4.1 The MNE’s diminishing stock of internationally transferable

FSAs as a function of ‘Distance’ 140
4.2 The need for LB FSAs as a function of ‘Distance’ 141
4.3 Ghemawat’s perspective of FSA development in MNEs 141
5.1 A classification of subsidiary roles in the MNE 161
5.2 The impact of procedural justice 165
5.3 MNE resource base – subsidiaries as driving factor 167
5.4 Bartlett and Ghoshal’s perspective on FSA development

in MNEs 168
5.5 Unbundling subsidiary roles in Bartlett and Ghoshal (1986) 170
5.6 The impact of regional integration on subsidiary

dynamics 173
5.7 Organizational structure at Nestlé in 2012 178
5.8 The Tata Group holding structure 187
6.1 Home-base-exploiting and augmenting foreign R&D units 205
6.2 Patterns of FSA development in home-base-exploiting and

augmenting research centres in MNEs 206
7.1 Six roles of foreign manufacturing plants 222

vii

Cambridge University Press
978-1-107-02789-3 - International Business Strategy: Rethinking the Foundations of Global
Corporate Success: Second Edition
Alain Verbeke
Frontmatter
More information

www.cambridge.org© in this web service Cambridge University Press

http://www.cambridge.org/9781107027893
http://www.cambridge.org
http://www.cambridge.org


7.2 Ferdows’ analysis of FSA development in MNEs 228
7.3 Key differences among the six plant types 230
8.1 A classification of operating exposure at the subsidiary level 249
8.2 Patterns of FSA development from managing operating

exposure in MNEs 255
8.3 Centralized exporter: Operating exposure from changes in

the real exchange rate between the currencies of countries
A and B 256

8.4 Multi-centred MNE: Overall exposure from the individual
exposures of all foreign affiliates 258

8.5 International projector: Centralized exposure management 259
8.6 International coordinator: Network optimization 260
8.7 The current Porsche holding structure 268
9.1 Product standardization as the driver of global

competitiveness 281
9.2 Levitt’s perspective of FSA development in MNEs 282
10.1 International projector: Expatriates as knowledge carriers 314
10.2 Multi-centred MNEs: Expatriates as carriers of core values

and trusted communication channels 315
10.3 International coordinator: Expatriates as key resources to

link internationally transferable FSAs and location
advantages of host nations 316

11.1 FSA development in international distribution: Arnold’s
perspective 339

11.2 Optimal governance of international distribution 341
11.3 An integrative approach to coordinate various components

of the supply chain 342
11.4 Managing foreign distribution 343
12.1 Dissipation of FSA bundles to alliance partners 365
12.2 Alliance in emerging economies 368
12.3 Alliance in emerging economies 368
12.4 MNE foreign market penetration via wholly owned affiliates

versus alliances 371
13.1 M&A partners 394
13.2 The top 10 of the global PC market in 2004 407
13.3 Top vendors in the global PC market in 2011 411
14.1 Patterns of FSA development in emerging economy MNEs 429
14.2 MNE operations in emerging economies 430
15.1 Six types of EMNEs 460
15.2 The ‘smiling curve’ 461
15.3 FSA development in EMNEs 463

16A.1 CSR and location context 495

List of figures

viii

Cambridge University Press
978-1-107-02789-3 - International Business Strategy: Rethinking the Foundations of Global
Corporate Success: Second Edition
Alain Verbeke
Frontmatter
More information

www.cambridge.org© in this web service Cambridge University Press

http://www.cambridge.org/9781107027893
http://www.cambridge.org
http://www.cambridge.org


16A.2 Location advantages and MNE CSR 496
16A.3 Patterns of CSR development in MNEs 497
16B.1 The Porter and multiple diamond model perspectives on

environmental strategy 531
16B.2 Patterns of environmental FSA development in MNEs 533

List of figures

ix

Cambridge University Press
978-1-107-02789-3 - International Business Strategy: Rethinking the Foundations of Global
Corporate Success: Second Edition
Alain Verbeke
Frontmatter
More information

www.cambridge.org© in this web service Cambridge University Press

http://www.cambridge.org/9781107027893
http://www.cambridge.org
http://www.cambridge.org


Case studies

1.1 Honda’s ‘answers’ to the seven basic questions in
international strategy formation page 61

1.2 Four Seasons’ ‘answers’ to the seven basic questions in
international strategy formation 65

2.1 3M, the spirit of innovation 91
2.2 IKEA 96
3.1 The rise, fall and resurgence of industrial hot spots: The

experience of Silicon Valley and Boston’s Route 128 117
3.2 Shiseido: Becoming an insider in the perfume business

in France 124
4.1 Coping with the four dimensions of distance in the

international expansion of Starbucks 145
4.2 Wal-Mart’s retreat from Germany: How distance made the

replication of a domestically successful model impossible 149
5.1 Organizational transformation at Nestlé 175
5.2 Organizational transformation at the Tata Group 180
6.1 Globalizing corporate R&D at Siemens 208
6.2 Sony: Managing the international R&D network 211
7.1 Defining the roles of manufacturing plants at Flextronics 231
7.2 Internationalizing production at BMW: An unfortunate

experience in the UK 236
8.1 Avon: Dancing with volatile exchange rates 261
8.2 Porsche: Fighting with currency swinging 265
9.1 International marketing at beer brewer Anheuser

Busch – InBev 284
9.2 A rising star from China: Haier Group 291
10.1 Managing expatriates at LVMH 318
11.1 The direct sales model or a ‘dual system’ model: Dell’s

distribution strategy in China 344
12.1 Danone’s affair in China 373
13.1 CEMEX: Growing and growing stronger? 397
13.2 Lenovo: A Chinese company grows an international brand 404
14.1 AIG: Filling the institutional voids in China 433

x

Cambridge University Press
978-1-107-02789-3 - International Business Strategy: Rethinking the Foundations of Global
Corporate Success: Second Edition
Alain Verbeke
Frontmatter
More information

www.cambridge.org© in this web service Cambridge University Press

http://www.cambridge.org/9781107027893
http://www.cambridge.org
http://www.cambridge.org


14.2 Just Google it: China and India 439
15.1 Chinese energy goes African 466
15.2 Infosys: The rise of a leading IT giant from India 472

16A.1 Talisman: An unexpected war? 499
16A.2 Sweatshop wars: Nike and its opponents in the 1990s 508
16B.1 Shell’s environmental management strategy 536

List of case studies

xi

Cambridge University Press
978-1-107-02789-3 - International Business Strategy: Rethinking the Foundations of Global
Corporate Success: Second Edition
Alain Verbeke
Frontmatter
More information

www.cambridge.org© in this web service Cambridge University Press

http://www.cambridge.org/9781107027893
http://www.cambridge.org
http://www.cambridge.org


Cambridge University Press
978-1-107-02789-3 - International Business Strategy: Rethinking the Foundations of Global
Corporate Success: Second Edition
Alain Verbeke
Frontmatter
More information

www.cambridge.org© in this web service Cambridge University Press

http://www.cambridge.org/9781107027893
http://www.cambridge.org
http://www.cambridge.org


About the author

Dr Alain Verbeke is an Elected Fellow of the Academy of International Business
and former Editor of the Journal of International Business Studies (Area
Multinational Enterprise Theory and International Strategy). He is an Academic
Associate of the Centre for International Business andManagement, Judge Business
School, University of Cambridge (UK).

Dr Verbeke holds the McCaig Research Chair in Management at the Haskayne
School of Business, University of Calgary (Canada). He was previously the Director
of the MBA programme, Solvay Business School, University of Brussels (VUB,
Belgium). He has also been a Visiting Professor at Dalhousie University (Canada),
the University of Toronto (Canada) and the Université Catholique de Louvain
(Belgium), as well as an Associate Fellow of Templeton College, University of
Oxford (UK).

Dr Verbeke has consulted widely for a variety of firms and public agencies,
evaluating large-scale, strategic investment projects and restructuring pro-
grammes. His research and advisory work has involved numerous large multi-
national enterprises from Europe, North America and Asia. He has particular
expertise in the linkages betweenmultinational enterprise corporate headquarters
and foreign affiliates.

xiii

Cambridge University Press
978-1-107-02789-3 - International Business Strategy: Rethinking the Foundations of Global
Corporate Success: Second Edition
Alain Verbeke
Frontmatter
More information

www.cambridge.org© in this web service Cambridge University Press

http://www.cambridge.org/9781107027893
http://www.cambridge.org
http://www.cambridge.org


Cambridge University Press
978-1-107-02789-3 - International Business Strategy: Rethinking the Foundations of Global
Corporate Success: Second Edition
Alain Verbeke
Frontmatter
More information

www.cambridge.org© in this web service Cambridge University Press

http://www.cambridge.org/9781107027893
http://www.cambridge.org
http://www.cambridge.org


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 provides 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 analysed in
isolation, but systematically within the context of a simple but insightful con-
ceptual framework, which synthesizes several decades of scholarly research on
multinational enterprise strategy.
In addition to solid conceptual foundations, this book provides a rich empirical

background. Every concept is illustrated with examples drawn from actual man-
agerial 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-François Hennart

Fellow of the Academy of International Business
Professor of International Management
Tilburg University
The Netherlands
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International Business Strategy presents,
interprets and critiques 48 seminal articles
from the Harvard Business Review, 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 analysed in

detail in Chapter 1.

Chapter 1 includes a wide range of
short 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

practitioner journals. Their content is
fully explored in terms of the key
concepts in international business

strategy, as well as recent real-world
examples.

Chapter 14

Case
examples4

Management
Insight4

WALKTHROUGH
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Thirty ‘half-length’ case studies are
spread throughout the text to relate
the concepts discussed to real-life
examples in global business. These
provide up-to-date coverage of leading
firms and offer valuable material for
independent or classroom study.

Questions at the end of each case study
test and reinforce the reader’s
knowledge and understanding of the
main ideas discussed in the case.

3
Case
studies

3
Case
questions

3
Web
materials

For students:
* Links to articles in Fortune, FT, etc., with cases that can be applied to the

framework developed in the book. This set 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:
* The answers to the case study questions (password protected).
* Downloadable PowerPoint slides for every chapter and all figures.
* Multiple choice questions to test student understanding.
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