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Regional transnationals and Triad strategy

Alan M. Rugman and Alain Verbeke’

This article addresses the geographical distribution of sales of
some of the world’s largest transnational corporations, with a
focuson thethreelegsof the“Triad” (North America, European
Union, Asia). A firm has achieved global corporate success only
if it is able to earn a balanced regional distribution of sales.
Only high sales across the globe, especially in the wealthy and
technologically advanced regions, demonstrate both strong
firm-level capabilities on the supply side to market products
and services worldwide, and a high willingness of sophisticated
consumers on the demand side, to pay for that firm’s output.
For the analysis of the supply side, the conceptual framework
of this article distinguishes among the global, regional and
national loci of decision-making and levels of product
standardization. The regional dimension isimportant for many
firms, becauseit isalocation in which many important decisions
are made. This article identifies the 20 transnational
corporations with the highest foreign-to-total sales ratios from
UNCTAD's list of the world's largest TNCs that are also
Fortune Global 500 firms. For these firms, the distribution of
salesacross Triad regionsis measured. Only three of these firms
actually have a substantial part of their sales across the three
legs of the Triad. The others are bi-regional, host-region
oriented or home-Triad region oriented. Thisempirical finding
is further elaborated by investigating whether a regional
component can be identified in the specific cases of
transnational strategy, building upon the framework presented
in this article.

" Alan M. Rugman is L. Leslie Waters Chair in International
Business, Professor of Management, Professor of Business Economics and
Public Policy, Indiana University, Kelley School of Business, Bloomington,
IN. United States (contact: rugman@indiana.edu). Alain Verbekeis Professor
of International Business Strategy, McCaig Chair in Management, University
of Calgary, Haskayne School of Business, Calgary, AB, Canada (contact:
averbeke@ucalgary.ca) and Professor, Solvay Business School, Vrije
Universiteit Brussel (VUB), Brussels, Belgium.
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Introduction

The theme of thisarticle isthat, even today, many of the
most transnationalized corporations of the world have alimited
geographic scope of their sales — the ultimate proxy for global
competitive success—requiring both supply-side efficiency and
effective market penetration. Following the analysis of previous
studies by Alan M. Rugman (2000) and Rugman and Alain
Verbeke (2004), this article explores the extent to which the
sales of transnational corporations (TNCs) are “home-region”
based. The majority of even the most transnationalized
corporationsin reality have alimited geographical distribution
of their sales. Of theworld’s 20 largest TNCsranked by foreign-
to-total salesratios, selected from UNCTAD'slist of theworld’s
top 100 TNCs (UNCTAD, 2003, pp. 187-188), only 3 could be
candidates for the status of aglobal firm. The remainder have a
more narrow scope of their sales, and are therefore uni-regional
or bi-regional, when measured by the regional distribution of
their sales.

A framework for Triad and regional business activity

A framework for analyzing “ globalization”

A framework that distinguishes among the global,
regional and national components of TNC strategy should
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