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Steps of Development of International Corporative Strategy and Analysis of Aspects of Planning and Control Process in an International Setting
The article deals with planning problems, corporative strategy steps and business aspects in international environment. Environmental analysis focuses on discovery and evaluation of economic and business opportunities, threats, problems, strength and weaknesses connected with it. The authors disclose examples of different types of critical environmental steps and factors of market entry strategy, suggested analysis also identifies the nature of potential threats, risks and problems associated with different forms of market entry.
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All planning is concerned with the future; it is concerned with deciding what an enterprise wants to be and wants to achieve – how to attain these aspirations, allocate resources, and implement designs.

Planning is one of the basic functions in the management process. Every manager must have plans so as to reach maximum organizational effectiveness. Planning involves the assessment of the environment for opportunities and threats of the foreseeable future, evaluation of the strengths and weaknesses of the enterprise, and the formulation of objectives and strategies designed to exploit the opportunities and combat the threats. "Planning is the design of a desired future and of effective ways of bringing it about, a process that involves making and evaluating each of a set of interrelated decisions before action is required, in a situation in which it is believed that unless action is taken a desired future state is not likely to occur, and that, if appropriate action is taken, the likelihood of a favorable outcome can be increased." – says Russel L. Ackoff.

Problems of poor planning point out the acute need for the development of a strategy for international business operations. A company that is considering foreign market opportunities should begin by asking the following basic questions: Should we go international? How soon should we embark on our first venture abroad? What is the best way of exploiting the foreign opportunities? Although on the surface it may appear that there are many business opportunities abroad, it is important to recognize that such opportunities vary significantly among industries and individual firms. Different firms have unequal abilities to exploit foreign markets successfully. The assessment of the international opportunities, and of the strengths and weaknesses of the resource base should permit the company's management to define the scope of the international business involvement. The next step is to formulate the companywide international business objectives; this is followed by the development of pertinent international corporate strategies aimed at achieving companywide international business objectives. 
This process can formulated in the following way:

1. Evaluate the opportunities in foreign markets for the firm's products and technology, as well as the potential threats, problems, and risks related to these opportunities.

2. Evaluate the strengths and weaknesses of the firm's managerial, material, technical, and functional (finance, marketing, etc.) competence to determine the degree to which the firm has the resources to successfully exploit potential foreign opportunities.

Step 1 is generally known as environmental analysis and step 2 as the internal resource audit.

The entire process is illustrated on the table 1.
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Table 1. – International Corporate Strategy Process
To summarize, the development of an international corporate strategy involves the following steps:

1. Evaluate the international opportunities, threats, problems, and risks.
2. Evaluate the strengths and weaknesses of the firm to exploit the foreign opportunities.
3. Define the scope of the firm's international business involvement.
4. Formulate the firm's international corporate objectives.
5. Develop specific corporate strategies for the firm as a whole.

Environmental analysis focuses on discovery and evaluation of business opportunities, threats, problems, and risks associated with them. It involves the analysis of certain factors in the environment that could have a significant positive or negative impact on the operations of a firm. Environmental factors with a positive impact may create future opportunities whereas those with a negative impact may represent future threats, risks, and problems for the firm. International environmental analysis is the conduct of this activity on an international scale. When a firm conducts an environmental analysis it should influence on the critical factors in the economic, political, legal, and cultural segments of the total environment in which the firm operates. However, in an international company, environmental analysis should be conducted on such different levels as: multinational, regional, country.

At the multinational level, environmental analysts at the company headquarters are concerned with the identification, forecasting, and monitoring of critical environmental factors in the world. The analysis is of a very broad nature and corporate environmental analysts may study the global technological developments or trends in governmental economies, or the overall changes occurring in the values and lifestyles of people in industrialized versus developing countries. Then the analysts would make judgments about the probable nature of the these trends and the degree of impact on the internal operations of the company now and in the future.

Environmental analysis at the regional level focuses on a more detailed study of the critical environmental factors within a specific geographic area such as Western Europe, the Middle East, or Southeast Asia. The aim is to identify opportunities for marketing the company's products, services, or technology in a particular region. Analysts also research the types of problems that may occur and the appropriate strategies to counter them. Regional environmental analysis points out countries in the region that seem to have the most market potential; these become the focus of country environmental analysis. 

Environmental analysis at the country level is concerned with an deep analysis of the critical environmental factors – economic, legal, political, cultural – in a small number of countries. In each country, an evaluation is made of the nature of the opportunities available questions may arise:

1. How big is the country market for our products, services, or technology?

2. How can the market be served – by exports, licensing, contract manufacturing, or local production?

3. Which is the best strategy for entering the country market?

4. Can the country serve as a base for exports to other countries, including the company's home market?

Some of the examples of different types of critical environmental factors of market entry strategy may be put like that:

1. Export: import tariffs; import quotas; distance from nearest supplier country; freight costs.

2. Licensing: patent and trademark protection; quality of licensee; legal limit on royalty rate structure.

3. Contract Manufacturing: quality of local contractor; capital repatriation.

4. Local Production: political stability; size of market; market structure; currency stability; capital repatriation; local attitude toward foreign ownership.

Country analysis also identifies the nature of the potential threats, risks, and problems associated with each form of market entry. For instance, serving the local market through exports to it may carry with it the risk of government restraints in the future, such as higher tariffs or import quotas. Country environmental analysis must be oriented to each of the market entry strategies for it is meaningful for planning purposes. A suggested procedure for conducting this analysis is as follows: first, identify the critical external conditions or factors that must exist for the success of a particular market entry strategy; next, evaluate the critical environmental factors associated with each market entry strategy. 
A matrix shows this process on table 2.
Table 2. – Market Entry Strategy Evaluation Matrix
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	Export
	A
	C
	B
	B
	B

	Licensing
	B
	A
	A
	E
	A

	Contract Manufacturing
	C
	B
	A
	E
	B

	Local production
	B
	B
	C
	B
	


A – Excellent; B – Good; C – Fair; D – Poor; E – not applicable.

Evaluations of the critical environmental factors (economic, legal, political, cultural) that can affect each form of market entry are made and recorded symbolically in each cell in the matrix. The individual evaluations in each cell may be “averaged” to arrive at a cumulative index of the quality of the critical environmental factors for each market entry strategy, thus permitting a comparison among them.

It must be stressed that the external environment is always changing and hence the critical environmental factors favorable at one time may become unfavorable later, and vice versa. Therefore, global, regional, and country environmental analysis must be done continuously. Moreover, the focus of such analysis must forecast characteristics of the critical environmental factors in the future so that the company may have sufficient lead time to make appropriate modifications in its strategies.

International planning is concerned with the assessment of the multinational environment, determining the future worldwide opportunities and threats, formulating the global objectives and strategies of the enterprise and the internal audit of the enterprise's strengths and weaknesses. International planning includes the formulation of short- and long-term goals and objectives, and the allocation of resources – people, capital, technology, information – internationally to achieve the enterprise's global aims.

Planning in an international company is more complicated than in a company that does not operate internationally. What makes it difficult is the complexity of the international environment. In an international company, a manager must monitor not only the changes in the environments of every country in which the company currently has operations, but also how these environments are likely affect one another how the changes occurring in the global environment will affect the manager's domain. Global planning evolves changes in the external environment, particularly those over which the company management has little or no control, and changes in the internal environment of the company itself.

Many countries in which international companies have business operations have experienced frequent changes of government as well as unexpected modifications of a government's economic policies. Changes in government policies toward the industrial and commercial sector of the economy and particularly toward foreign firms, foreign trade, and foreign investment have had significant impact on the profits and other goals of international firms. An issue that all planners face involves the allocation of physical, financial, and human resources to old products versus the development of new products, and for the expansion of old country markets versus the development of new country markets. An ideal product/country would provide the firm with a steady flow of cash for new product and market development and a rate of return on investment that is acceptable to top management. Achieving the proper balance between new and old products, and new and old markets is a challenging task for international planners.

An international company should have an overall plan and a well-designed strategy for entry into foreign markets. Many companies have entered foreign markets via licensing, contract manufacturing, or production facilities without a deliberate plan for foreign market penetration only to find later that the particular strategy was wrong. For example, a company may begin its involvement in a foreign market in the form of export sales in response to inquiries from foreign distributors. As export sales grow, the company may begin to experience problems supplying the foreign market via exports because of a variety of tariff and nontariff barriers and import restrictions imposed by the local government. Believing that the foreign market should be protected, the company management may resort to licensing a local company to produce the product. This may turn out to be the wrong strategy if in fact the market for the product expands and becomes large enough to support a local production facility The option of production abroad would be unavailable to the company now because a local company is already producing the product. 

Proper timing of entry into foreign markets can make the difference between success and failure of a foreign venture. Establishing production facility before the market is large enough to support the re​quired volume for optimum plant utilization results in excess plant capacity and higher per unit production costs. But to wait too long is always equally undesirable because the first entrant in the market has the distinct advantage of being able to capture a huge share of the total sales volume. The experience of many companies has shown the difficulty in taking sales and market share away from a competitor who already has a large proportion of the total market. Absence of effective planning may result in the company's allocating its resources to ventures that may not represent the best among the available global market opportunities. For example, a company that does not have a formalized program for the evaluation of foreign market opportunities is not likely to discover the best ones among the many available; it can make investment abroad merely because the prime opportunities were never identified as such. A multinational company derives its strength from being able to recognize and capitalize on opportunities anywhere in the world, and from its capacity to respond to global threats, to business operations. The objective of managerial control can ensure that plans are being implemented correctly.

Managerial control is a process that evaluates performance and takes corrective action when performance differs significantly from plans. Using managerial control, any deviations from forecasts, objectives or plans can be located and corrected with minimum difficulty. Managerial control involves several management skills: planning, coordinating, communicating, processing, evaluating information, and people influence.
We can research four main elements in the managerial control process.

1. The setting of standards.

2. The development of monitoring devices or techniques to monitor the performance of the individual or the organizational system.

3. The comparison of performance measures obtained from the different monitoring devices to the plans in order to determine if the current state of performance is sufficiently close to the planned state.

4. The employment of effectuating or action devices that can be used to correct significant deviations of performance.

Thus we can see a close relationship between managerial control and planning. Managerial control depends on the objectives set forth in the tactical plans, which in turn are derived from the strategic plans of the organization. Tactical plans are for the short-term contributions of each functional area toward the strategic plans, goals, and objectives. Control and problems associated with it are more complex in a multinational company than in one that is purely domestic because the multinational one operates in different cultural, economic, political, and legal environment.

Despite the sophistication and speed of contemporary communication systems, geographic distance between the parent and the foreign affiliate continues to cause communication distortion. Differences in language between the parent company and its foreign affiliates are also responsible for the distortions in communication. Language barriers caused by language differences involve both the content and the mean​ing of the messages. Many ideas and concepts are not easily translatable from one language to another. 
Problems are also caused by misunderstanding the communications habits of people in other cultures. Managers of different cultures may interact and yet may block out important messages because the manner in which the message is presented may mean something different to the sending and receiving cultures. For example, a manager may make a wrong judgment about a subordinate's performance because he or she is unaware of culturally different communications habits.

Cultural distance is as significant as geographic distance in creating communication distortions. Lack of understanding and acceptance of the cultural values of a group may impair a manager's ability to evaluate information accurately, to judge performance fairly, and to make valid decisions about this performance. This failure could create problems in a multinational company in the area of employee performance appraisal.

Multinational companies use several forms of monitoring devices to control their foreign subsidiaries. Among the so-called direct controls commonly used are periodic meetings at the headquarters between subsidiary and regional heads and corporate executives; visits by corporate executives to foreign affiliates; staffing subsidiaries by home country nationals, and the organizational structure. Indirect controls include such devices as periodic reports from subsidiaries, detailing their performance for the given period; a whole range of financial controls, such as budgetary control and financial statements; and financial ratios that depict the financial health of an operating unit.

Most companies use profits and return-on-investment figures as the two dominant criteria to evaluate the performance of subsidiaries. However, these measures may not accurately reflect the real performance level of a subsidiary because corporate or regional managers – not the subsidiary manager – make many significant decisions that affect the subsidiary's performance. Besides there are several forces in the subsidiary's environment which the subsidiary manager cannot control and which significantly affect, favorably or unfavorably, the subsidiary's performance. Therefore, the profit-and-loss statement or return on investment of a foreign subsidiary should be adjusted to reflect its actual performance by removing from consideration positive or negative results that were due to forces or factors beyond the control of the subsidiary manager.

Thus multinational operations of companies have brought executives in face-to-face contact with the cultures of different nations and regions. The importance of understanding the cultures of countries in which a company operates, the similarities and differences between cultures-becomes clear when we look at insensitivity to cultural differences. Investigators who have studied the performance and problems of corporations and individuals abroad have concluded that it is usually the human problems associated with working in a different culture that are likely to be critical in the success or failure of their endeavors. Analyses of problems and failures abroad have shown that the techniques, practices and methods that have proved to be effective in one country may not work in other countries.
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