Strategy Tool

The International Strategy Triangle—Determining Which
Strategy to Use

Professor Pankaj Ghemawat has developed a tool for assessing the
international strategy of firms, the international strategy triangle—or
the AAA triangle, as Ghemawat labels it—AAA for adaptation (multi-
domestic strategy), aggregation (global strategy), and arbitrage. The
triangle can be a helpful tool for determining which international
strategy a company should pursue, for helping outsiders analyze the
international strategies of firms, and can also help a firm assess the
current strategic positions of competitors.

The international strategy triangle plots the strengths of a firm
and its primary competitors along three axes, each axis correspond-
ing to one of the primary strategies: multidomestic, global, or arbi-
trage. Figure 9.8 shows an international strategy triangle for the major
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How are the fII’Q laces along each axis calculated? The meas-
ures you use for g e axes depend on the type of industry you are
analyzmg\F y industries, the following ratios of costs as percent-
ages of e good measures:

\%ltldomestlc axis—Ratio of advertising costs to sales
. Global axis—Ratio of R&D costs to sales

« Arbitrage axis—Ratio of labor costs to sales

Other measures are possible, depending on a company’s goals or
theindustry itisin. These could include the following:

o Multidomestic axis—Percentage of local employees in country-level
management positions or rate of new product development at the
country level

« Global axis—System integration across countries, standardization
of business practices, or the percentage of revenue from customers
that are globalin nature

« Arbitrage axis—Percentage of back-office activities (labor other than
manufacturing labor) that are offshored to low-cost countries

Remember that the Appendix can help you find sources for the
data you will need to compute these ratios.

After you have determined the appropriate measures for the axes,
you’ll need to obtain information to help you plot two points along
each axis:





