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Chapter 9

Developing the Global Mindset


"When going global, you have to communicate to everyone what the company vision is and what the long term goals are.  And then you have to follow through and design processes that force the interaction to continue.  Every single employee must believe that there is a  great value in managing the company in an integrated way.  To do that, you have to bring people together on real projects that tackle real problems or that explore opportunities on a cross border basis.”  

David Whitwam, CEO, Whirlpool*.

Introduction

A major challenge for TNCs is to develop a cadre of managers, who can understand and respond to the needs of the international business environment. These managers need to go beyond a narrow national perspective towards a multidimensional view, which takes into account the requirements of the entire global system. In other words, TNCs have to create a cadre of people who are comfortable with 'global' careers.   


Today, global managers need to bring to the table a variety of skills. Besides the traditional job related and decision making skills, what is most crucial is the ability to appreciate the business requirements in different countries. Global managers have to display a considerable amount of cultural adaptability and cultural sensitivity. One of their important jobs is to build teams consisting of people from different cultures, races, nationalities and religions. 


This chapter will deal with some of the special challenges, which TNCs face in the selection, training and development of their human resources in general and expatriates in particular.   It will also look at some of the key behavioural issues faced by TNCs in the coordination of their activities across the globe.  

The issues involved

Since it is ultimately people who formulate and implement strategies, TNCs, have to make special efforts to develop a global outlook among their employees. A global perspective implies that employees are sensitive to different cultures and are willing to look for customers, capital, technology and human resources throughout the world. The ethnocentric and polycentric  approaches which have been traditionally used to inculcate a global perspective are both inadequate. In the ethnocentric approach, expatriates are ====================================================================
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sent from the headquarters to man key positions in subsidiaries. On the other hand, the polycentric style has relied heavily on local talent for filling key management positions in the country units. Both these approaches have their obvious limitations. Consequently, many TNCs are realising the need for a geocentric1 approach. Each country’s business needs are managed by a group of people with varied national backgrounds, and the right credentials. (See  Box item for the views of senior executives of some global companies). 

Developing a global mindset: Views of senior MNC executives

Donald F Hastings2, former CEO, Lincoln Electric, “None of us had any significant international experience... We believed that because we were so successful in the United States, we could be successful anywhere... Our corporate management had little experience running a complex dispersed organization.  Our managers didn’t know how to run foreign operations; nor did they understand foreign cultures.  Consequently, we had to rely on people in our foreign companies – people we didn’t know and who didn’t know us.”


Jacques Nasser3 CEO, Ford, “Some aspects of Ford... will be common across markets.  For instance, we will have best practices in marketing and employee development.  And all major decisions about brand positioning and technology will be made by a central group.  Execution will, however, be local with enough flexibility to ensure that local differences are accounted for.”


Richard D Wood, former CEO of Eli Llly4, “Constantly we have to work at developing our staff around the world, trying to find the right mix of staff and capabilities.  I firmly believe that our value system is our single most competitive edge and I am committed to spread it to all our operations.  The most effective way we’ve found to do this is through interaction among our staff from different operatons and backgrounds, especially when this interaction takes place at Indy (The Indianapolis headquarters) where the total benefits of the culture are apparent.”


Without a trained cadre of managers, companies would find it extremely difficult to manage the complicated process of globalisation. A good example is Lincoln Electric5 which stumbled and faltered in its overseas expansion because of a shortage of such managers.  TNCs need to take a systematic and proactive approach to developing a global perspective among employees.  We will now examine some of the mechanisms they can put in place to achieve this goal. 
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Selection

Selection of an expatriate for an overseas assignment needs to be done carefully, after taking into account several factors - technical competence, ability to adapt, ability of spouse and family to adjust, desire to work abroad, previous overseas experience and understanding of the foreign country's culture and language.  Culture refers to a shared system of meanings, ideas and thoughts.  For all practical purposes, it can be considered as a code by which patterns of conduct are communicated and deciphered through the use of words, gestures and objects.  For a group of people, culture refers to something that is familiar, recognizable and habitual.  It implies 'what goes without saying.'  Although cultural and national boundaries do not coincide exactly, there is a close relationship between cultures and nations. 

Table I

Selection of country managers: Characteristics required in different markets

Type of Market
Key characteristics needed

Emerging Markets
Flexibility, entrepreneurship, ingenuity

Developed Markets
Analytical skills,  team orientation, structured approach

Fast growing Markets
Entrepreneurship 

Slow growing Markets
Methodical approach, ability to coordinate across borders.

Large markets
Strong public relations skills


In general, managers for international assignments should have some basic attributes.   The first, obviously, is the ability to intermingle with people of different cultures.  A second is the skill to look at problems from different angles and solve them using different frameworks.  A third is sensitivity to local religious and cultural sentiments. A deep understanding of the company's core values and the ability to communicate them to host country employees in a clear and meaningful way, is also extremely important. (See Box, explaining the different dimensions of culture). 


When exposed to a new culture, despite the initial enthusiasm, executives often feel frustrated and overawed.  It is important that only such executives are chosen who can survive this difficult period, which typically lasts for a couple of years. In other words, expartriates should be mentally tough.


Black and Gregersen* have identified the important personality traits in executives who are likely to succeed in overseas stints – excellent communication skills, ability to  socialise with local groups wherever they are posted  and the ability to understand and appreciate local customers.  The right people for an overseas assignment, typically, have a cosmopolitan ====================================================================
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orientation with respect for diverse viewpoints, and usually have a collaborative negotiation style. This is desirable, because the potential for conflict is usually higher when dealing with foreigners than with fellow countrymen.


Some smaller companies which concentrate on their home market may decide to take the big leap and globalise quickly.  They may lack the  internal capabilities to go global.  In such a scenario, the only solution may be to bring in outside talent. Bulgari, the family managed Italian jewellery and perfume group, is a good example. When it decided to strengthen its international presence, CEO Francesco Trapani brought in outsiders who had experience in TNCs such IBM and Procter & Gamble.

Training & Orientation

Training plays an important role in creating the right orientation among managers. Most executives have the natural tendency to believe that the management styles which have worked for them in their home country can be taken with them when they are posted overseas. Training programs can warn them about the dangers associated with this approach. Training can also make managers aware of the customs and values of the foreign country and teach them how to deal with local people in a sensitive way.  Cultural assimilators can also be used.  The use of this training tool is explained in a subsequent section of this chapter. Before an overseas assignment, managers should also be briefed thoroughly on what is expected of them. In the absence of such initiatives, expatriate managers may have adjustment problems when they are suddenly vested with power and prestige in a distant overseas location.  

Cross Country Experience

Cross-country experience plays a vital role in shaping a manager’s global outlook.  Many TNCs move people regularly between headquarters and subsidiaries and across subsidiaries and design multi country careers for their star executives.  One company which has attached a lot of importance to international exposure is Nestle. Few top management positions in this company are occupied by people without substantial overseas experience. Nestle’s current CEO, Peter Brabeck-Letmathe, began his career in Austria, before moving to Spain and Chile. Then after a stint at the headquarters, Letmathe was transferred back to Chile before returning home again. Subsequently, Letmathe worked in Ecuador and Venezuela and came back to Switzerland to be groomed to take over from his predecessor, Helmut Macher. Pointing out how Nestle employees have gradually come to accept the of importance cross country transfers Letmathe says1, “I realize it is hard to uproot your family and move every three or four years but we get at least three or four people a day asking if they can go and work for us somewhere else.”

Companies such as ABB have taken special initiatives to promote a global mindset among their employees. They believe, and rightly so, that global managers are made and not born. Realising that people of the same nationality tend to have a natural affinity, global companies lay great emphasis on mixed nationality teams. As in the case of Nestle, employees in these companies are encouraged to work in different countries and develop strong bonds with employees working there.

Sending the right signals

Ultimately, a global mindset can be developed only if there is serious top management commitment. Senior managers need to send the right signals to lower level employees.  CEOs like Percy Barnevik, Akio Morita and Jacques Nasser have all demonstrated their commitment to the building of a truly global culture.  In many cases, they have led by personal example. Percy Barnevik when he was ABB CEO once remarked2, “That is why we put so much emphasis on teams in the business areas. If you have 50 business areas (BA) and five managers on each BA team, that’s 250 people from different parts of the world – people who meet regularly in different parts of the world – people who meet regularly in different places, bring their national perspective to bear on tough problems and begin to understand how things are done elsewhere. I experience this every three weeks in our executive committee. When we sit together as Germans, Swiss, Americans and Swedes with many of us living, working and traveling in different places, the insights can be remarkable. But you have to force people into these situations. Mixing nationalities doesn’t just happen.”


One famous business personality who sent clear signals to his expatriate employees to develop a global mindset was Akio Morita of Sony. While setting up Sony's German subsidiary, Morita deliberately chose Cologne as the location. His argument was that Dusseldorf, the more attractive city, had a large Japanese community. Morita was apprehensive that his staff would spend more time socialising with their countrymen rather than with Germans.  Morita later recalled3: "I have always stressed that our people should concentrate their time and effort on the people of the host country.  I made the same rule in my family when we moved to the United States.... 
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While it would be easy to move in the home country circles,  I have insisted that our company and our family must become truly internationalized."  


Jacques Nasser, Ford's CEO has personally led the company's efforts to create a global perspective among its employees. As Nasser explains1: "Increasingly, the markets value a global approach to business - an approach in which a company's units, divisions, teams, functions and regions are all tightly integrated and synchronised across borders.  The markets reward the kinds of companies in which, for instance, a manager at an assembly plant in Cologne says, ‘It would definitely lower my costs to change such and such supplier but it would damage our global strategy for raw material sourcing.  I won't do it’. When you have a whole company of people thinking like that, you know you are going to see the benefits in overall productivity."

Bridging the cultural differences
Cultural differences across countries can be significant and should not be underestimated. Sundaram and Black2 have given an excellent account of the difficulties involved in the process of cross-cultural adjustment.  Most managers like established routines, which ensure a degree of predictability.  When they get exposed to new cultures, these routines are disrupted.  A severe 
disruption can lead to frustration, anger and anxiety. Culture shock may affect a manager's self esteem and ego, leading to depression, anger, denial and, in some cases, even hatred. Most people who go through a culture shock find it difficult to recover.  Since the pain of making a mistake is the main source of a culture shock TNCs should develop the practice of encouraging executives working on international assignments to learn from their mistakes rather than chastise them.


Many TNCs are taking seriously the idea of a cultural integrator, a person who can resolve the differences between home and host country cultures. Cultural integrators advise the management on the actions to be avoided with specific reference to the host country.  They can be chosen from either the home or the host country. Such executives typically hold staff positions and should have good interpersonal skills to carry both the headquarters and country subsidiaries with them. The cultural integrator is the consequence of a growing belief among many MNCs that it is very difficult for a manager to have adequate knowledge of several cultures. Further, managers usually do not remain long enough in a particular country to get the breathing space necessary to adjust to the new culture. (See Box, explaining the different dimensions of culture).
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Hodgets and Luthans* have explained the use of cultural assimilators, which are simulated learning techniques designed to expose executives to the perceptions, core values and customs of the host country.  Typically, case studies of past cultural 'encounters' are given to the executives being trained.  These case studies portray intriguing scenarios, such as an interaction between an expatriate and a host national in a puzzling situation where there is scope for misinterpretation  by the expatriate. The case studies are usually developed on the basis of interviews with both expatriates and host country nationals who have found themselves in such situations in the past. The trainees are asked to go through the case and interpret what has happened.  If the interpretation is satisfactory, they move on to another situation.  Otherwise, they go through the same situation again.  (See Box item which explains how work related values vary across cultures).

A framework for understanding cultural differences:  Edward Hall's Silent Languages of Culture
1. Time: Cultures can vary in the way they view time.  Some are very particular  about maintaining time and take deadlines and appointments very seriously.  Other cultures are not fussy about these issues.

2. Space:  In some cultures, standing close to each other is considered acceptable.  In others, this may be considered rude.  Standing in the queue is taken seriously in some cultures, but not in others.

3. Materiality: Some cultures place great emphasis on material wealth. Power and prestige are conveyed through the use of material possessions; a large corner office, a large desk, a better car and higher salaries. Other cultures are more egalitarian when it comes to distribution  of perquisites and privileges.

4. Friendship: Some cultures place greater emphasis on personal relationships than others.  They attach more importance to a person's social network than his or her personal wealth.  Such relationships take time to build, but are enduring.  In other societies, friendships are made and broken very fast.

5. Agreement:  The way people express agreement and disagreement varies across cultures.  In some cultures, the practice is to make things explicit in the form of written agreements.  Other cultures attach greater importance to trust. 

====================================================================
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A framework for understanding key behavioral dimensions in the work place: Geert Hofstede's Indices of Work Related Values

1. Individualism/Collectivism:  In some cultures, people are more concerned with personal achievements, individual rights and independence.  In others, people see themselves as part of a group and are more concerned with group welfare.

2. Power Distance:  In some cultures, there is high power distance, i.e., a wide gap is perceived to exist among people at different levels.  Subordinates accept that they are lower in the pecking order and show a high degree of respect to superiors.  In low power distance cultures, even junior employees may be willing to speak out.

3. Uncertainty avoidance: In high uncertainty avoidance cultures, people are risk averse when it comes to starting new companies, doing new jobs or taking outsiders.  Where there is low uncertainty avoidance, members are willing to change and accept different views and new ideas.  

4. Masculinity:  In a masculine culture, the emphasis is on achievement, assertiveness and material success.  In a feminine culture, people attach greater importance to maintaining relationships, caring for members and quality of life.  

Management of Expatriates

Black and Gregersen*, have given an excellent account of the issues involved in the management of expatriates.  Their research has revealed that many companies struggle with their expatriate programmes.  Many expatriates return early because of job dissatisfaction; some fail to live upto expectations and others leave after completing an assignment to join competitors.  Black and Gregersen have found that successful companies follow three practices religiously. While managing international assignments they focus on knowledge creation and global leadership development.  Other considerations are given less importance.  While assigning people for overseas postings, they look for people whose technical skills are matched or exceeded by their cross cultural abilities.  Finally, companies with a successful expatriate programme know how to end an assignment and put the experience of the executives to good use, when they return after an overseas stint.  

====================================================================
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The Japanese automobile company, Honda has been one of the trendsetters in the skillful handling of expatriates. Honda defines clearly the objectives of the assignment, before it starts.  These can range from development of a new product to improvement in vendor relations.  The selected executives prepare themselves for the assignment by an analysis of their own personal strengths and weaknesses. Well before the assignment is complete and the expatriate is ready to return, Honda identifies a suitable job for him and makes arrangements for a debriefing session to capture the important lessons from the assignment.  

Table

Forms of Expatriate Allegiance


Low
Expatriates who see themselves as free agents
Expatriates who go native

Allegiance to parent firm
High
Expatriates who leave their hearts at home
Expatriates who see themselves as dual citizens



Low
High

                                Allegiance to local operation


Source: Black & Gregersen, Sloan Management Review, Summer 1992

The Korean multinational, LG has put in place a structured mechanism to identify suitable candidates for overseas assignments.  Early in their careers, LG employees fill out detailed questionnaires which guage their preparation and readiness for global assignments. Subsequently, the company arranges for training and development programmes based on the needs identified.  Personalised development plans are generated to enable employees to develop the required skills. 


Monsanto, the US chemicals manufacturer, starts planning assignments for returning expatriates well in advance.  The company not only arranges for their debriefing on return, but also identifies suitable assignments based on the expatriate's skills and organizational needs.  In recent times, Monsanto has been very successful in reducing the turnover rate of returning expatriates.  


The challenge for TNCs is to develop a cadre of expatriates who will function as dual citizens, with a balanced allegiance to the headquarters and the country subsidiary.  Creating such a cadre would involve careful selection processes, cross cultural training before and after overseas assignments, well planned career systems that lead to clearly defined job expectations and well conceived repatriation programmes.

Coordination Mechanisms1
A true transnational mindset implies a tremendous understanding between the parent and the subsidiaries and among subsidiaries.  This in turn necessitates highly sophisticated coordination mechanisms.  The traditional approach of most Japanese companies has revolved around the direct actions and interventions of managers based at headquarters. Bartlett and Ghoshal refer to it as centralisation. In such a system, subsidiaries are supported by the organization and management resources available at the headquarters. Expatriates are sent to overseas subsidiaries to implement global policies in a local context and convey local concerns to the headquarters.  Needless to say, this approach becomes unsustainable when the organization grows beyond a point and the parent company begins to receive many and frequent requests from subsidiaries for information, guidance, support and decisions.  As the diversity of operations increases, sensitivity to local needs reduces, making centralisation inappropriate. Quelch and Bloom2 have summarised the difficulties faced by many Japanese companies in the late 1990s: "While Japanese companies were among the first to see the advantages of standardized global products, many are now seeking to deepen their penetration of foreign markets through local adaptation.  But this strategy is
not proving easy for them to execute outside the Asia Pacific region, where 
their greatest market knowledge and experience lies.  To succeed, it needs entrepreneurial country managers who understand local markets, who can generate ideas and opportunities and who can operate autonomously within general guidelines.  It also calls for an HQ confident in delegating to such managers.  Few Japanese multinationals can claim either." 


A second coordination mechanism involves a heavy emphasis on systems, policies and standards. This practice, traditionally followed by many American companies, is termed formalization by Bartlett and Ghoshal. The power of both headquarters and subsidiaries is reduced, as decision making is based less on discretion and more on rules and procedures. By making rules to guide decisions, efficiency increases.  The main problem with this method is that establishing and implementing systems, consumes plenty of resources.  Moreover, in a dynamic environment, routinised decision making can be highly inappropriate, stifling the creativity and entrepreneurial instincts of frontline managers.


A third coordination mechanism employed by many European companies depends heavily on the careful recruitment, development and ====================================================================
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cultural orientation of key decision makers.  This method, called socialisation by Bartlett and Ghoshal, enhances the influence of both headquarters and subsidiaries simultaneously.  It relies heavily on shared values and objectives. Decision-making takes place through regular negotiations between the parent company and the subsidiaries. Institutionalization of values across the worldwide system lightens the load of the headquarters.  However, the decision making process is slower, more ambiguous and complex.  Heavy expenditures are also involved in indoctrination and training of managers.

The role of values

While a headquarters’ mentality, with its excessive centralisation may not be appropriate, too much autonomy to subsidiaries, without balancing controls can lead to indiscipline and lack of coordination. When we talk of controls, it is tempting to equate them with systems and procedures. While efficient reporting systems, training programmes and a global matrix structure can be useful, for truly global companies, a set of core values is absolutely essential. As subsidiaries are given more independence, it becomes important to ensure that the managers working away from the headquarters have fully internalised the company’s core values. Indeed, a global company must be bold enough to withdraw from a market if it finds that there is a conflict between the way local operations are managed and the company’s core values.(See table giving details of Levi Strauss' Core Values and terms of engagement).


In its early stages, when a company is relatively small, the core values tend to remain informal and implicit. Most operations are in one place and the CEO tends to be directly involved in many activities. As there is regular face to face interaction with the employees, elaborate mechanisms are not necessary to convey the company’s core values and to make employees internalise these values. As the company’s operations become dispersed, the channels of communication are more difficult to maintain and the top management has to work harder to make employees aware of its values. In addition, ways of doing business vary from country to country as the company spreads its wings across the world.  According to Kenichi Ohmae*, as companies become global, the time and effort required to learn and maintain the organisation’s culture increase phenomenally. Also, the local aspects of the shared values that once held things together, now work to drive them apart. To ensure that these values stay meaningful, they must be made explicit and cleansed of their provincialism. Ohmae advocates “a coherent nationality less mission statement in which the values can take root.” According to =================================================================
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Collins and Porras*, “A global visionary company separates operating practices and business strategies from core values and purpose.  A visionary company exports its core values and purpose to all of its operations in every country, but tailors its practices and strategies to local cultural norms and market conditions.”

Levi Strauss: A strong emphasis on values

Levi Strauss, the famous apparel company, has established a strong reputation over the years as a company that attaches tremendous importance to ethics and values.  The company has prescribed detailed sourcing and operating guidelines for its global system.  The workplace standards and business practices of partners are expected to be consistent with the company's core values.  Trained inspectors regularly monitor compliance.  Levi has prepared two comprehensive documents:  The Business Partner Terms of Engagement and the Country Assessment Guidelines.  Levi's management has clearly communicated to all its employees and partners that compliance with guidelines is as important as meeting quality standards and delivery schedules.

Levi has prescribed the following terms of engagement:

1. All business partners should adhere to high ethical standards.

2. All business partners should comply with legal requirements.

3. Operations must be consistent with Levi's environmental philosophy.

4. Business partners who show a commitment to improving community conditions will be favoured.

5. Business partners should follow prescribed employment standards in terms of wages and benefits, working hours, use of child labour, health and safety and discrimination. 


Levi's country assessment guidelines address larger, external issues beyond the control of individual business partners - health and safety issues, political, economic and social conditions.  These help Levi assess the risk of doing business in a particular country. Based on regular monitoring, Levi identifies cases of non compliance.  In such situations, the contractor is expected to implement a corrective  action plan within a prescribed period of time. Otherwise, Levi can terminate the business relationship.  


In Bangladesh, when it found that contractors were employing underage girls, Levi stepped in immediately.  The contractors not only agreed to stop employing these girls but also to continue to pay a salary to them, provided they attended school.  Levi paid for tution, books and school uniforms, while the contractors pledged jobs for the girls after they had completed their schooling.  



Source: www. levistrauss. com
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Sending the right signals

A truly global culture transcends the nationality of not only the headquarters, but other countries as well. Having multiple national identities is a step forward, but cannot be equated with a global identity. Companies can promote a global identity in various ways.  They can discourage nationalistic displays by holding crucial meetings in different countries to make subsidiaries feel equally important. Bringing senior executives from the subsidiaries on to the parent company’s board can also be a useful step. Unilever, for example, follows the practice of taking CEOs of its Indian operations, after completion of their stint, (provided they have not reached the retirement age) on to the Unilever Board in London. One such executive, Keki Dadiseth, who headed Unilever’s Indian subsidiary, is now tipped to become the next Unilever CEO.


TNCs can also convey in clear terms that a global orientation will be rewarded by designing their performance appraisal system in an appropriate way. The way managers are evaluated has a significant impact on how they view their roles. Rewards and bonuses need to be designed in a way that reinforces the company’s global objectives. A country manager whose compensation is linked only to the performance of his or her territory is unlikely to develop a global outlook. Companies need to find a way to reward managers for performance in geographic areas beyond their immediate control. Ideally, country managers need to be evaluated by global business managers, managers of other regions and by top management with regard to the achievement of global objectives.

How companies are promoting the global perspective

We will now briefly examine how companies like Gillette and Unilever are taking proactive measures to develop a global mindset among their employees. Detailed case studies on both these companies are presented  separately in this book. A case on Colgate Palmolive has been included at the end of the chapter.

Gillette

Gillette is a company which has shown a strong commitment to the development of a global mindset among its employees. In 1998, Gillette had 75 profit centres where only half the managers were local staff. Of the remaining managers, 15% of them had worked for Gillette in at least three countries. Gillette believes that sending headquarters executives to do stints in country subsidiaries is not adequate. It is convinced about the need to have a diverse executive team which can bring ideas from different parts of the world and pool them to help the organisation strengthen and renew itself. Under CEO Michael. C.  Hawley1, who took over from Alfred M. Zein, Gillette’s global mindset will probably strengthen further. Hawley has worked in all five continents.

Unilever

A company which invests heavily in spreading a global culture across its worldwide system is Unilever. Right from its early years, this transnational had been a pioneer in the use of local managers to manage country operations in a fairly decentralised manner. Later, Unilever realised that excessive localisation was coming in the way of generating global synergies. Unilever has now put in place various mechanisms to deal with this issue. It has actively encouraged the practice of cross border assignments. Unilever has also built a world class training centre called ‘Four Acres’ near London. By bringing managers from all over the world to this centre, Unilever not only imparts classroom training but also facilitates the process of socialisation among its employees. This has led to the development of what some well informed observers call the ‘Unilever club’.

Pitfalls to be avoided

The first pitfall which companies have to avoid as they globalise is the headquarters2 mentality. The idea that headquarters knows what is best and subsidiaries should concentrate on policy implementation, can be a major stumbling block in the spread of a global culture. While it helps to standardise some value chain activities, it is unrealistic to think that different markets with varying consumer tastes and competitive pressures can be managed from a distance. Shifting power from the corporate headquarters to subsidiaries is a must if the company is serious about globalisation.


Another pitfall to be avoided is spreading one’s resources too thin. Moving managers around the world is an expensive process. Substantial expenses are incurred by MNCs in helping managers and their families to cope with new business environments. These managers take time to settle down and become productive in their new job. While it is desirable to give as many managers as possible cross country experience, time, effort and money are the constraining factors. So, global organisations need to define their priorities clearly. For a company like Ford, it may make sense to select ====================================================================
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managers from strategically important countries such as Germany or Brazil for cross-country stints. For Unilever, India is an extremely important market. Thus, many Indian managers are sent overseas to work in different environments and broaden their outlook.


Attempts to spread a global culture in an organisation also need to be realistic and kept within limits. Obviously, all the employees in a TNC need not have a global orientation. Many employees must have a local orientation to discharge day-to-day business functions. Both ABB and Nestle have made their views clear in this regard. According to Barnevik of ABB1, “I have no interest in making managers more global than they have to be. We can’t have people abdicating their nationalities saying ‘I am no longer German. I am international.’ The world doesn’t work like that. If you are selling products and services in Germany, you better be German.”  According to Letmathe, of Nestle2, “Unlike US Companies which try to transform local hires into American businessmen, we are not trying to export a lifestyle.” At the same time, Nestle has not found the need to pretend to be a local company in many markets. Letmathe explains3: “It would be foolish to pretend to be a Chilean company or a Chinese company, just because we have a very strong local presence in those markets.”


Some analysts like Kenichi Ohmae add that if a common thread has to run through globally dispersed operations of a diversified MNC, the way businesses are grouped needs to be changed. Traditionally, businesses have been grouped on the basis of customers and markets. The different needs of individual businesses are often ignored. Ohmae4 argues the case for  combining different businesses into “coherent culture units that provide a common soil in which each business can flourish.”  He illustrates his point with an example:  “The accounting system and organizational structures best suited to aircraft or ship production provide infertile ground for managers trying to build an airconditioner or personal computer business.  It is not possible to grow both of them successfully in the same soil.  They belong to different culture units.”


The relationship between culture and management needs to be carefully understood.  At one extreme are people who believe that human behaviour is the same all over the world.  At the other end are people who attribute all problems to cultural factors. It is important to be sensitive to cultural differences and their potential impact on business. At the same time, it is equally important to avoid making sweeping generalisations or to assume ====================================================================
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that cross cultural differences will automatically lead to difficulties.  

A point which TNCs1 need  to appreciate is that there may be no such thing as a universal global manager.  It is more realistic to develop three broad categories of specialists – business or product managers, country managers and functional mangers.  The challenge for the top management is to manage the interactions among these three categories of executives to achieve simultaneously global efficiencies, local responsiveness and effective knowledge sharing.

Conclusion

Bartlett and Ghoshal2 have given an excellent account of the new capabilities required in managers who run global operations today. They argue that organisations need to move beyond the paradigm of strategy, structure & systems to purpose3, process and people. Essentially, what they mean is that strategy formulation can no longer be left to the top management as knowledge resides in different layers of the organisation. Instead, top management should define the corporate purpose and leave strategy formulation to the lower layers. A structure alone cannot guarantee effective implementation of strategies if behavioural processes are not aligned with corporate goals. Lastly, well-designed management systems are no match for highly motivated, and well-trained, self-driven people who can take into account the interests of the global network as a whole.


According to Bartlett and Ghoshal, organizations that are most successful in developing multidimensional capabilities set themselves three key tasks.  They attempt to shape the organizational psychology, which consists of the beliefs and values of employees.  They aim to reorient the organizational physiology by excellent communication and decision making processes.  When these objectives have been largely met, they attempt to realign organizational anatomy through changes in the formal structure.
====================================================================


1
Read Christopher A  Bartlett and Sumantra Ghoshal’s article, “What is a 

Global Manager?” Harvard Business Review, September – October, 1992

2    In their book, “The Individualised Corporation.” Read also Bartlett and Ghoshal’s article, “Rebuilding Behavioural context: A Blue print for Corporate Renewal”, Sloan Management Review, Winter 1996.


3    Collins and Porras have offered an excellent definition of purpose in their best selling book, “Built to Last”: “An effective purpose reflects the importance people attach to the company’s work – it taps their idealistic motivations – rather than just describing the organization’s output or target customers.  It captures the soul of the organisation.  Purpose gets at the deeper reasons for an organization’s existence beyond just making money.. .. purpose should not be confused with specific goals  or business strategies... Yet while purpose itself does not change, it does inspire change.”

Table II

Today’s Global Manager: Key attributes required
· Geocentric mindset.

· Sensitivity to different cultures.

· Mental toughness to adjust to new working environment.

· Thorough understanding of the company's corporate purpose.

· Interpersonal and communication skills.

· Willingness to travel frequently. 

World class global companies need three broad categories of people. At the lowest level, they should have people who can create and pursue opportunities and work diligently to ensure continuous improvement.  At the next level, there is a need for a cadre of managers who can reconcile the differences between short and long term objectives and who can play an active role in grooming junior managers. At the top, leaders will have to provide an overarching sense of corporate purpose, set stretch targets and foster an environment of cooperation and trust between headquarters and subsidiaries and across subsidiaries.  The lesson for TNCs is that they need to invest heavily in attracting, nurturing and retaining people with the desired skills. In the final analysis, it is the quality and depth of management talent which will make the difference between success and failure in the global marketplace. 

Case 9.1 : Colgate Palmolive - Developing global coordination mechanisms

Introduction

Colgate Palmolive (CP) is one of the most well known Fast Moving Consumer Goods (FMCG) companies in the world. In 1999, CP generated sales of $9.12 billion and a net income of $ 937 million.  CP generates roughly 70% of its sales outside the US.  The company's business lines include Oral care, Personal care, Household Surface care, Fabric Care and Pet Nutrition. Colgate employs some 37,000 people all over the world. Its important brands are Colgate Palmolive, Ajax, Fab and Mennen. 

Table I

Colgate Palmolive 1999 Sales by category (%)

Oral care
32

Personal Care
24

Household Care
16

Fabric Care
14

Pet Nutrition
12

Miscellaneous 
2


100

Background Note

CP's country managers had traditionally enjoyed considerable autonomy.  In the company’s early phase of global expansion in the 1920s and 1930s, communication between subsidiaries and headquarters had been difficult to maintain. Consequently, country managers began to enjoy substantial decision making powers with respect to local product customisation and marketing strategies. Even after communication technology improved and faster  methods of travel emerged, following  World War II, CP persisted with its decentralised style of management.  Later, as its worldwide system expanded, CP found it necessary to modify its organisational structure and human resources strategies to improve global coordination and strengthen the global perspective among employees.  


CP's organisation structure evolved over time. To start with, it was organised around countries, with each subsidiary reporting to corporate headquarters. Later, another layer was created in the form of regional presidents.  The geographic division approach failed to achieve the desired global coordination, prompting CP to make changes in the 1970s and 1980s.  In 1981, it set up a global business development unit, which became responsible for collecting market information, assessing opportunities around the world, formulating global strategy and sharing knowledge across the system. The unit also coordinated global product development and launch in the case of some products.   


Even after the establishment of the global business development unit, many products were customised across different markets in terms of pricing, packaging and positioning.  In the mid 1990s, four major regions, North America, Europe, Latin America and the Asia Pacific, reported to the chief operating officer.  Africa, Eastern Europe and the Middle East reported to the international business development unit.  Other units such as the global business development unit coordinated specific activities around the world.  


In early 1997, Colgate categorized its worldwide operations as high growth and developed markets. David Metzler, who was named head of the high growth markets, was made responsible for the operations in Latin America, the Asia Pacific, Africa and Eastern Europe.  He had earlier been in charge of the Latin American operations and subsequently, the European operations.  Metzler had also worked in Africa and India.  Louis Juliber, who was named head of the developed markets, began to look after operations in North America and Europe. She had earlier been president of Colgate, North America.  The two executives reported to William Shanahan, President and Chief Operating Officer.  In March 2000, CP created a new post, chief growth officer. The company announced that the chief growth officer would handle global business development, research & development, manufacturing technology, information technology and strategic planning.  


CP has made good use of expatriate managers. Cross country transfers are common.  Typically, CP sends experienced expatriates to set up operations in new markets.  These managers move to another country after the operations have stabilised.  By the 1950s, many CP managers from America, Australia, the UK and the Netherlands had been posted overseas.  Keith Crane, who became CP's CEO in the late 1970s, was a New Zealander, who had completed stints in South Africa and Australia, before being posted in New York. Ruben Mark, who became CEO in1984, had worked in Europe, Canada, Venezuela and the Asia Pacific.  


CP had traditionally used an informal approach towards international assignments. In the early 1980s, this approach which had worked well in the past, began to create problems, in areas such as compensation.  In 1983, CP framed a new policy to standardize procedures and fix entitlements for expatriate managers.  Before accepting an overseas posting, managers could take a five-day familiarisation trip to the assigned location.  They and their spouses, were given language training before the assignment. Family members were provided medical treatment during their stay abroad.  Other benefits included free education for children and paid annual leave. Consequently, CP incurred heavy expenditures on international assignments. According to rough estimates, in the early 1980s, the average cost of sending a manager for a five-year overseas assignment was 150 - 400% of that incurred in the case of a US based manager. 


CP selected only competent executives, with a proven track record for overseas assignments.  Typically, managers were transferred after spending 
3 - 5 years in a country.  In the early 1990s, there were around 170 expatriates, of whom 40% were Americans.  CP employees generally viewed international assignments as a fast track career path. 


As its international human resource policies evolved, CP had to address some major concerns.  Employees felt the need for a cultural orientation before taking up an overseas posting.  Some expatriates were unhappy that their spouses were finding it difficult to get suitable jobs after shifting to an overseas location. CP responded by putting in place training programmes and taking special steps to help spouses adjust to overseas environments. It also began to look for ways to compensate its executives whenever an overseas posting resulted in financial setbacks.  
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