Goal: What Form of Globalization Is Best Fit for Company X?                         

Introduction

Many companies face the option to expand their business and venture into a brand new global market.   Deciding on entering another market can be a very difficult time-consuming task and can end up bankrupting a firm if they do not properly choose and execute the correct Globalization Strategy.  When a company is considering globalization, it must properly weigh many key factors in the decision.  Some of these factors are tangible and easily identifiable, while others may be intangible and more difficult to quantify.  The first decision (alternative) a company has to make is whether it will be beneficial to globalize at all.  If a company decides to globalize, it must choose between three alternatives.  The first alternative is called “Globalization” by entering a new market, the second alternative is called “Joint Globalization” or globalizing by means of a joint venture, and the third alternative is called “Globalization by Acquisition” and involves the acquisition of a foreign firm.  As mentioned above, an additional alternative is “No Globalization”.


In this ANP model, there are four feedback networks of control criteria, one for each of the BOCR (Benefits, Opportunities, Costs, and Risks). All four networks have Economic, Social, and Political components, and each component has a different subset of nodes.  In addition, we will employ certain strategic criteria in our decision-making: image, financial, competitive advantage, and human welfare. 

Model
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Ratings were produced utilizing the Super Decisions Software in order to determine the importance of the Benefits, Opportunities, Costs and Risks associated with our goal. The strategic criteria used in our model were:  Competitive Advantage, Cultural Conflict, Cultural Invasion, Image, ROI and Societal Instability.  We utilized a scale design as follows: 

	Competitive Advantage
	Cultural Conflict
	Cultural Invasion
	Image
	ROI
	Societal Instability

	Extreme

High

Moderate

Neutral

Low

Detrimental
	Very High

High

Moderate

Low

Non-existent
	Non-existent

Slightly

Medium

High
	High 

Medium

Low


	None

Low

Moderate

Breakeven

High

Extreme


	Extreme

High

Medium

Low




The Priorities for our model look as follows:  
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The most important strategic criteria in our model are Opportunities followed by Benefits, Costs then Risks.  As you can see, the priorities in our model are relatively close for Benefits, Opportunities, Risks and Costs which means that all are crucial factors in determining what type of globalization strategy a company should utilize.  
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When looking at priorities for the columns of ratings system, we see that return on investment is significantly more important that the other strategic criteria used in our model followed by Competitive Advantage, Image, Cultural Conflict, Cultural Invasion and Societal Instability.  

Benefits

In order to find the alternative that provides the most benefits to the firm, we utilized three control criteria: Economic Benefits, Social Benefits, and Political Benefits.  Possibly the most important benefits in the short run, are the economic benefits associated with globalization and foreign direct investment.  These benefits include: Geographic Advantage (including new consumer segments, increased market, and increase in efficiency of production) as well as immediate Job Creation. Social Benefits such as Community Service and Culture Education were also considered important long-term variables a company should take into consideration. Political Benefits, including (but not limited to) Global Relations and Growth & Development, are often intangible in the short run but prove to be quite important to the firm’s long run profitability in certain regions.
Opportunities 

In order to find the alternative that provides the most opportunities to the firm, we utilized three control criteria: Economic Opportunities, Social Opportunities, and Political Opportunities.  In this node, we tried to factor in all of the variables that represented viable opportunities for the firm. Economic Opportunities included increased brand recognition, potential partnerships, and an increase in growth & development. Social Opportunities, typically overlooked by many multinational organizations, reflected an increase in global employment as well as growth & development. Political Opportunities are typically very highly dependent on the level of cooperation and stability of the foreign government.

Costs

In order to find the alternatives that are the least costly to the firm, we utilized three control criteria: Economic Costs, Social Costs, and Political Costs.  Analyzing Costs in comparison to benefits seemed to be an appropriate way of gauging the comparative price of globalization. Economic Costs were typically very high, and included investment, operating and research costs.  Social Costs included the cost of penetrating a new culture through diversification, as well as the costs associated with employment fluctuation due to the introduction of new technology.  Political Costs were more difficult to predict, because of the need to conform to new government regulations.  
Risks

In order to find the alternatives that are the least risky to the firm, we utilized three control criteria: Economic Risks, Social Risks and Political Risks.  Risks are ordinarily not within the control of the company, and therefore should be taken very seriously by an organization that is planning to globalize its business.  Economic Risks included competition, lack of consumer demand, and economic volatility in the region. Social Risks included lack of interest, and corruption. Political Risks included the possibility of war or unrest, a potential leadership change, corruption, and government regulation, to name a few.  Not all of the risks are significant in every situation, but companies should take certain precautions before making any commitments.

Sensitivity Analysis
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The vertical line on the graph represents the initial priority value of 0.28 for benefits.  The sensitivity graph above tells us that if the priority value of Benefits falls below 0.08 our results will change.  At any priority level below 0.08 for Benefits, the optimal result is Joint Globalization. 
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The vertical line on the graph represents the initial priority value of 0.23 for costs.  The sensitivity graph above tells us that if the priority value of Costs falls below 0.15 or above 0.44 our results will change.  At any priority level below 0.15 for Costs, the optimal result is Joint Globalization.  At any priority level above 0.44 for Costs, the optimal result is Globalization.
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The vertical line on the graph represents the initial priority value of 0.28 for opportunities.  The sensitivity graph above tells us that if the priority value of Opportunities falls below 0.20 our results will change.  At any priority level below 0.20 for Opportunities, the optimal result is Globalization via Acquisition.
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The vertical line on the graph represents the initial priority value of 0.19 for risks.  The sensitivity graph above tells us that if the priority value of Risks falls below 0.13 or above 0.65 our results will change.  At any priority level below 0.13 for Risks, the optimal result is Joint Globalization. At any priority level above 0.65 for Risks, the optimal result is Globalization.

Conclusion

	Graphic
	Alternatives
	Total
	Normal
	Ideal
	Ranking

	                               
	Globalization
	0.4847
	0.2723
	0.8445
	3

	                               
	Globalization via Acquisition
	0.5739
	0.3224
	1.0000
	1

	                               
	Joint Globalization
	0.5695
	0.3200
	0.9924
	2

	                               
	No Globalization
	0.1519
	0.0853
	0.2647
	4


In conclusion, we have developed a general model for the business industries considering globalization ventures.   Our results show that the best alternative considering the Benefits, Opportunities, Costs and Risks is Globalization via Acquisition or acquiring an existing firm.  Joint Globalization or deciding to take on a partner in the existing region is a very close second or essentially the same.  Sole Globalization and deciding not to globalize rank third and forth.  Keep in mind that this is a generalized model can be tailored to the individual unique needs of the firm.    
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