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PURPOSE OF THE COURSE 
 
The course provides future managers with a clear conceptual understanding of: 
 

• The fundamental economic, financial, and political factors affecting the international 
expansion of the firm, as distinct from purely domestic factors. 

• The persistence of deep and momentous cross-national differences in the world that affect 
the strategy, performance, and value of the multinational firm. 

• How sequence, speed, and mode of international expansion depend on the characteristics 
of the industry, the firm, and the host country. 

• The models for organizing and managing a multinational network of subsidiaries, 
including how to coordinate and to transfer useful knowledge across borders. 

 
The Wharton School is the world’s preeminent center for international management research and 
education.  The course is designed to demonstrate that decisions affecting the international 
expansion of the firm are neither obvious nor completely determined by the technological or 
economic forces generally associated with globalization.  Detailed case studies are used to 
illustrate that the internationalization of the firm is a sequential decision-making process 
operating at the country, industry, corporate, business, and subsidiary levels of analysis.  Firms 
manage knowledge accumulation and transfer as they grow internationally through a mixture of 
planning and trial-and-error.  Students will experience in the classroom the most transcendental 
decisions that multinational firms face in the course of conducting business across borders.  The 
course is unique in that it presents and explains the unexpected ways in which international 
competition unfolds both over time and across countries.  
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Course takeaways: 
 

• A set of conceptual tools to navigate through the often contradictory and ambiguous mass 
of information about how international competition takes place. 

• An appreciation of the differences between multidomestic and global industries. 
• A set of criteria for evaluating exactly which global strategy will help enhance the firm’s 

long-term profitability and value. 
• A clear understanding of how to measure and interpret the effects of economic, financial, 

political, and social factors on international management decisions. 
 

 
CASES TO BE DISCUSSED IN CLASS 
 

Consumer Goods Producer Goods Services & Franchising Financial Services 
Benetton Acer McDonald’s New Conquistadors 
Swatch Magna (auto parts) Coca-Cola (retail banking) 
Philips & Matsushita    
Häagen-Dazs    
 
 
REQUIREMENTS 
 
• Class participation (25%). 
• In-class midterm exam, 15 minutes (15%), on Wednesday, April 5. 
• Take-home final exam (60%).  
 
 
A Note on Class Participation 
 
Each student will be graded based upon his or her contribution to class discussion. Effective 
participation is accomplished by focused comments or questions that develop insights that are 
not immediately discernible from the cases or readings, and demonstrate mastery of reading and 
case materials. We especially encourage class participation that applies conceptual frameworks 
to case materials and that enriches the learning experience of the class. We expect students both 
to attend class and to be prepared to participate in each and every discussion. Class participation 
includes three components: (a) class attendance; (b) frequency of class participation; and (c) 
quality of class participation. I grade each student at the end of every class.  Each student will 
receive feedback on her or his class participation performance half way through the quarter. 
 
Students are expected to attend all classes. A student who misses four (4) or more classes 
without official justification from Wharton’s Graduate Division, will likely receive a grade of 
“no credit” (NC). Please also inform the instructor in advance if you are going to miss a class 
(email is preferred). 
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READING MATERIALS 
 
• All readings are available from Wharton Reprographics. 
 
 
ABOUT THE INSTRUCTOR 
 
Gerald A. McDermott is Asst. Professor of Multinational Management at the Wharton School 
of the University of Pennsylvania and has a secondary appointment in the Department of 
Political Science.  He has also lectured on international business and political economy issues in 
Europe and Latin America. He received his Ph.D. in political science from MIT and is a former 
Fulbright Scholar. His research has focused on problems of institutional and organizational 
learning in the formation of meso-level, public-private governance institutions in emerging 
market and post-socialist economies, particularly regarding alliances, network assets, and 
restructuring. He has lived for several years in Prague, Czech Republic and in Buenos Aires, 
Argentina.  His current research examines the impact of domestic financial and industrial 
institutions on foreign investment strategies in high value-added sectors in Latin America and 
East-Central Europe.  His first book, Embedded Politics: Industrial Networks and Institution 
Building in Post-Communism, was published in 2002 by the University of Michigan Press and 
was a Finalist for the Best Book on Government, Politics, or International Affairs at the 2003 
annual meetings of the American Political Science Association. He has also published in such 
scholarly journals as Academy of Management Review, Industrial and Corporate Change, 
Comparative Political Studies, and Small Business Economics. Dr. McDermott has also 
consulted for the Czech and Argentine governments and for the World Bank and Inter-American 
Development Bank.   
 
His personal website is: http://www-management.wharton.upenn.edu/mcdermott/ . 
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1. Global Strategies & Global Competition 
[Monday, March 13] 

 
Reading:  Mauro F. Guillén, “Understanding and Managing the Multinational Firm.” The 

Wharton School (2006). 
Online: “The Miracle of Trade” Economist Jan. 27, 1996: 61-62. 
  “The Strange Life of Low-Tech America” Economist Oct. 17, 1998: 73-74. 

  
2. Global versus Multidomestic Industries 
[Wednesday, March 15] 
 
Reading:  George S. Yip, “Global Strategy… in a World of Nations?” Sloan Management 

Review (Fall 1989), pp. 29-41. 
Case: Benetton’s Troubles in Foreign Markets. The Wharton School (2006). 
Questions: (1) What is the global potential of the clothing industry?  
 (2) How do you assess Benetton’s strategy? What are its strengths and limitations? Please 

characterize it in terms of dispersion and coordination of activities. 
(3) Why did Benetton fail in the U.S. market and what should it do in order to succeed? 

  
3. Home-Country Effects and International Competition 
[Monday, March 20] 
 
Reading:  Michael E. Porter, “Why Nations Triumph.” Fortune March 12, 1990), pp. 94-108. 
Case:  Swatch and the Global Watch Industry. Ivey School of Business 9A99M023.  
Questions: (1) How do you explain the shifting global leadership in the watch industry, from Swiss 

to American to Japanese and back to Swiss firms? 
(2) How do you explain the success of Swatch as a company in this industry? 

 (3) Is there a potential threat in the horizon that could once again cause the decline of 
the Swiss watch industry? 

 
4. Foreign Location Decisions 
[Wednesday, March 22] 
 
Case:  Anthony Frost and Ann Frost, “Magna International and the North American Free Trade 

Agreement,” MIT Sloan School of Management (1994). 
Questions: (1) How has the increasing interconnection among the North American economies 

affected Magna’s future? 
 (2) From Magna’s point of view, what new production & market opportunities are being 

created by the NAFTA? Which of them are most attractive? 
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5. Dispersion & Coordination of Activities 
[Monday, March 27] 
 
Reading: Yves L. Doz, Christopher A. Bartlett, & C. K. Prahalad, “Global Competitive 

Pressures and Host Country Demands: Managing Tensions in Multinational 
Corporations.” California Management Review 23(3) (Spring 1981), pp. 63-74. 

Case:  Acer Inc.: Taiwan’s Rampaging Dragon. HBS 9-399-010. 
Questions: (1) Describe Acer’s culture and organizational structure. Can Acer’s early culture and 

practices be sustained as the company grows? 
 (2) How responsive is Acer to local environments? How coordinated or integrated is 

it? 
 (3) Analyze the advantages and disadvantages of allowing Acer America to design 

and market the Aspire. If you were Stan Shih, would you give the Aspire project 
the green light? Is the organizational structure appropriate?  

 
6. The Organization of the Multinational Enterprise 
[Wednesday, March 29] 
 
Read :  Mauro F. Guillén, “Understanding and Managing the Multinational Firm.” The 

Wharton School (2006). (review from Class 1) 
 Yves L. Doz, Christopher A. Bartlett, & C. K. Prahalad, “Global Competitive 

Pressures and Host Country Demands: Managing Tensions in Multinational 
Corporations.” California Management Review 23(3) (Spring 1981), pp. 63-74. 
(review from last class) 

Case:  Philips versus Matsushita: A New Century, New Round. HBS 9-302-409. 
Questions: (1) How did Philips become a leader in the industry? How did Matsushita overtake 

Philips? What distinctive capabilities did each firm possess? 
 (2) What are the major problems currently facing each firm? 
 (3) What specific organizational changes should each firm implement? 
 
7. Market Entry Strategies 
[Monday, April 3] 
 
Reading:  Franklin R. Root, “Designing Entry Strategies for International Markets.” In Entry 

Strategies for International Markets. New York: Lexington Books, 1990, pp. 1-
23. 

Case:  Häagen-Dazs (A). The Wharton School (2006). 
Questions: (1) Why has Häagen-Dazs been so successful in its home country? 
 (2) Why did Häagen-Dazs decide to expand internationally? Did it learn how to 

succeed globally as it entered new markets? 
 (3) Do you like the second European entry plan? Do you identify any potential 

pitfalls? 
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8. Midterm Exam & International Product Life Cycles 
[Wednesday, April 5] 
 
In-class midterm exam. 
Reading:  Raymond Vernon, “The product cycle hypothesis in a new international environment,” 

Oxford Bulletin of Economics and Statistics 41(4) (November 1979), pp. 255-267. 
9. Sequence & Pace of International Expansion 
[Monday, April 10] 
 
Read again:  Raymond Vernon, “The product cycle hypothesis in a new international 

environment,” Oxford Bulletin of Economics and Statistics 41(4) (November 1979), 
pp. 255-267. 

Case:  “The Sun Never Sets on the Golden Arches”: McDonald’s Internationalizes. The 
Wharton School (2006).  

On Line: Excel spreadsheet with data on McDonald’s worldwide. 
 Excerpts from McDonald’s 10-K Report. 
Questions: (1) Did McDonald’s follow the prescriptions of the product-cycle theory in its 

international expansion? Please make use of the information in the articles and in the 
annual reports. 

 (2) In which respects does McDonald’s adapt to local circumstances? 
 (3) Is there any evidence that McDonald’s is becoming a global firm? 
 
10. Sequence & Pace of International Expansion in Oligopolies 
[Wednesday, April 12] 
 
Case:  The New Conquistadors: Spanish Banks and the Internationalization of Latin 

American Financial Markets. The Wharton School Case / ECCH 300-133-1. 
Case:  The Global Ambitions of the Spanish Banks. The Wharton School Case. 
Questions: (1) Why are the Spanish banks so keen to enter Latin American markets? Why 

weren’t banks from other countries as aggressive as the Spanish banks? 
 (2) What capabilities or know-how enabled the Spaniards to succeed in the region, at 

least thus far? Who are the Spanish banks competing against? 
 (3) Why are BBVA and Santander so anxious to enter new markets in Europe and 

North America? 
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11. Diversification & Global Strategy 
[Monday, April 17] 
 
Case: Seth Stevenson, “I’d Like to Buy the World a Shelf-Stable Children’s Lactic Drink.” The 

New York Times Magazine (March 10, 2002). 
Case:  Dean Foust, “Gone Flat.” Business Week (December 20, 2004).  
Questions: (1) As Coca-Cola diversifies into new beverage categories, is the situation becoming 

more global or more fragmented across markets? 
  (2) What organizational challenges is the firm facing if its diversification strategy is to 

work? 
  (3) What specific recommendations concerning mode and speed of entry would you make 

to Coca-Cola as it introduces non-carbonated drinks worldwide? 
 
12. Conclusion 
[Wednesday, April 19] 
 
Course wrap-up, class evaluations, and discussion of final take-home exam. 
 


