























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































Summary of the Book

When you first work for a corporation you will probably work in one
function, perhaps financial accounting, manufacturing, or sales. Nobody
will encourage you to ponder how your tasks interconnect with other
functions and the pressure of work will mean that any pondering will
have to be done on your own time.

And then, like an aircraft pulling up above the cloud cover, you will
suddenly find yourself expected to maintain liaison among the functions.
Project management, however small the project, requires interconnected
functions. This summary will therefore be more useful if it connects the
functions.

We will first examine short-term decisions which pull together the first
finance chapter (exchange risk), the first production chapter (logistics),
and the first marketing chapter (product launch). After we have looked
at this tier of short-term decisions we will turn to the tier of medium-
term and finally the tier of long-term decisions. The three tiers can be
visualized as layers of an elegant wedding cake. Before proceeding to inter-
connect the nine central chapters you will find it helpful to review
Chapter 1.

Short-Term Decisions

Short-term finance, marketing, and production plans have to be made
with an eye to flexibility. For example, the corporation’s ability to re-
spond to exchange rate variation and its ability to stage the launch of a
new product are critically dependent on logistics.

As exchange rates vary, so do the costs of manufacturing an identical
item at each factory in the global production network. As explained in
Chapter 2, it is unfair to penalize or reward a manager for variables over
which he has no control—such as exchange rates. Rather, an effective
evaluation should center on how adroitly the manager responds to the
new exchange rates. The manager needs an immediate understanding of
logistics costs and feasibility in order to reassign products to the new
lower cost plants, lower cost in terms of the headquarter’s numeraire
currency.

Exchange rates vary for a reason and when they do the corporate mar-
keting managers must often re-evaluate the value of the national market.
In theory this is the discounted present value of the stream of net revenue.
Like changes on a barometer, unanticipated changes in an exchange rate
are a symptom of the need to assess implications.

The final short-term decision to be considered is new product launch.
Confusion abounds during the launch of a new product. Chapter 8 recom-
mended that the new product be launched in a sequence of nations. First
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launches provide test market data for the rest of the world, and the sub-
sequent sequence can be adapted to whatever new information is revealed.
The logistics implications are staggering. Firstly, the early markets are in-
tended for market research so must never run dry of product even though
the demand forecast was quite hazy. If sales exceed expectations there is
a furious scramble for the product. Secondly, the sequence is adaptive.
This means that nobody will know, for sure, which markets will be launched
in the second phase until data from the first launch has been analyzed.
One key input to the sequencing in a staged launch is whether to pre-empt
competitors in each nation. The value of this depends on the value of
greater market share, which depends on what the managers expect govern-
ment policies will be. Thus the logistics problem is that a lot of inventory
has to be accumulated and prepared for shipment to not-yet-known desti-
nations by a not-yet-known deadline.

Connections Between Short- and Medium-Term Chapters

In an elegant wedding cake there are supports between each of the tiers;
so it is in this book.

Medium-term decisions on maneuvering liquid assets require information
on exchange rates. Exchange rates were analyzed in Chapter 2. Nobody
knows how to forecast exchange rates precisely, and Chapter 3 merely
requires that forecasts be consistent.

Production smoothing in a multinational corporation, a medium-term
decision, allows markets to be switched among factories. Such switching
redirects the streams of logistics, so to undertake multinational produc-
tion smoothing the corporation must exhibit flexibility in its logistics.

Medium-term marketing decisions critically depend on the corpora-
tion’s competitive position. A market leader has price flexibility; a smaller
rival has to follow the prices of the leader. The launch of a new product
(Chapter 8) determines the corporation’s competitive position in each
national market. If the corporation was first to launch a new product in
the nation, it can likely maintain that lead after rivals launch their
competitive products. The value of launching first (an input for Chapter
8) can be analyzed in terms of price flexibility by the models of Chapter 9.

Medium-Term Decisions

Maneuvering liquid assets, production smoothing, and pricing policies are
a tier of connected medium-term decisions. A solution to each one can
sharpen the solution to the other decisions.

Maneuvering liquid assets is an attempt to get needed liquidity to each
subsidiary, mindful of taxes and interest to be paid. Because this problem
was formulated as a linear program, the solution will produce dual vari-
ables which give the value of an increment more cash in each subsidiary.
This is vital input to production smoothing.
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In production smoothing each plant serves a cluster of markets. Markets
at the interface between two plants are switched as economies dictate.
This requires the comparison of the value of an increment more profit in
one producing nation and less in another. The dual variables of man-
euvering liquid assets provide these values for each year.

In Chapter 9 three pricing models were presented. In the polycentric
case the objective is to maximize profitability with each nation considered
separately. More profit is better than less regardless of the currency and in
the polycentric case there is no need to make comparisons across nations.
However, the geocentric and ethnocentric pricing schemes establish a tie
among national markets; more profit in one nation will mean less in
another. To compare the value of altered profit levels in the two nations
the dual variables from maneuvering liquid assets are needed.

To calculate prices requires the marginal cost of items in the product
line. As explained in Chapter 6, these marginal costs derive from analysis
of production smoothing. Conversely, pricing and marketing calculations
yield sales estimates — a necessary input to production smoothing.

The maneuvering liquid assets calculation requires as an input the cash
requirement (or available outflow) for each year for each subsidiary. To
estimate this data, the pricing and plant loading decisions must first be
approximated. Furthermore, transfer prices can be adjusted only if items
flow between two subsidiaries. Product flow is calculated in production
smoothing; if the flow is zero, one consequence will be to close a route
for maneuvering funds.

Note that just because decisions are interconnected does not mean that
they have to be solved simultaneously. Prudent business practice is to
work first on the worst problem, using managerial judgment about input
data whose values can be firmed up later.

Connections Between Medium- and Long-Term Chapters

Stakeholders of a division in a nation may be affected either visibly or,
sometimes, invisibly by some of the liquid asset maneuvers presented in
Chapter 3. If a critical stakeholder has difficulty with one maneuver, it
would certainly be prudent to evaluate the next cheapest maneuver.
Decisions of some stakeholders are affected by financial statements, yet
subsidiary financial statements are the artificial result of the maneuvers.
Conversely, if stakeholder hostility means that the corporation should
withdraw from a nation, one such method is systematically to liquidate
the investment, maneuvering so as to withdraw funds and make the sub-
sidiary appear unprofitable.

The plant location analysis, a long-term decision, requires both logistics
and production smoothing analyses. The rough cut analysis of plant loca-
tion ignores risk and makes direct use of Chapter 5 logistics. Once a few
sites have been selected, the role each would play in the global production
smoothing network can be evaluated.
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Long-Term Decisions

The analysis of stake holders in each nation as part of multidivisional ex-
pansion, the decision to close down or open plants, and the design of
one’s products are strategic decisions on which all else depends.

The analysis of stakeholders articulates the risk facing the corporation’s
activities, and identifies the strategic alternatives necessary to contain that
risk. One alternative might be to build a plant for one of the corporation’s
product divisions in that nation, keeping in mind that each plant opening
or closing makes a political statement of long-run significance.

A plant opening can also be used as a competitive weapon in the battle
for market share (Chapter 7), it can mollify stakeholders, and intimidate
competitors. Political and competitive statements can be made in many
combinations but most such statements cause a slight increase in the cor-
poration’s cost of goods. Therefore, it is vital to model the global produc-
tion network so as to calculate the cost of manufacturing and logistics.

A global production network is a meaningful concept only if the same
product (or the same subassemblies) is manufactured at several locations.
Hence, the long-term importance of designing products with an eye to
both cost and the special needs of target market segments in each nation.
An artful standardization of subassemblies makes possible both produc-
tion smoothing, and maneuvering liquid assets. Only if the product is
somewhat standardized in design is it possible for actual sales data in one
nation to be useful in revising sales forecasts in other nations. And only if
a subassembly is so standardized that the total world demand is great
enough to justify more than two plants, do corporate executives dare
build a plant in the world’s impoverished nations.

This summary has emphasized interconnections between decision mod-
ules. Whereas a manager is to do something, an executive is to care for the
interfaces between managers, and adapt these interfaces as he or she fore-
sees needs. From what one can now foresee for multinational corpora-
tions, they will need to nurture many multinational executives, viewing
positions now as stepping stones to yet more demanding positions in the
future.
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