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Chapter 11
Developing Global Managers
"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 

Transnational corporations, as explained in earlier chapters, are complex entities with diverse roles and responsibilities and a highly sophisticated configuration of resources and assets. Without suitable mechanisms for integration and unification of various activities, such organizations will become too unwieldy to manage. Top management commitment and suitable systems and processes can help. But what is clearly needed to make such an organization work to its full potential is the personal commitment of individual managers, who can take a sufficiently broad perspective while solving problems.  To sum up, a major challenge for global companies 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, these companies have to create  a cadre of people who are comfortable with 'global' careers. 

This chapter will deal with some of the special challenges, which  global companies 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 global companies in the coordination of their activities across the globe. 

Understanding global mindset

As Vijay Govindarajan and Anil K Gupta mention
, mindset refers to the cognitive filters through which people observe and make sense of the world. People tend to be selective in what they observe and biased in how they interpret, what they see. As they learn from experience, they develop cognitive filters. A firm’s mindset shapes perceptions about the nature and size of risks and opportunities, customer needs, competitors, technologies, etc. The point to note is that a firm’s mindset is shaped by the mindsets of individual employees. Govindarajan and Gupta mention that openness and inclusion form the basis for a global mindset: “An organization with a global mindset operates on the premise that cultures can be different without being better or worse than one another. Such an organization dedicates itself to becoming well informed about different value systems, different norms of behaviour and different assumptions regarding reality. It accepts diversity and heterogeneity as natural and as a source of opportunities and strengths, rather than as a necessary evil. This acceptance of diversity does not imply that the organization with a global mindset becomes a prisoner of diversity and closes itself to the possibility of working across cultures or transferring innovations and superior practices from one culture to another… on the contrary, the openness inherent in a global mindset implies an openness to change over time - in one’s own culture as well as in that of others.” 
Jacques Nasser, former CEO of Ford, once explained
: "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." 
A global perspective implies a willingness to make the best use of customers, capital, technology and human resources throughout the world. Traditionally MNCs have pursued the  ethnocentric or polycentric  approaches. In the ethnocentric approach, expatriates are 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 global companies are realising the need for a  geocentric
 approach. Each country’s business needs are managed by a group of people with varied national backgrounds, and the right credentials. 

Without a trained cadre of managers, companies would find it extremely difficult to manage the complicated process of globalisation. So transnational companies must take a systematic and proactive approach to developing a global perspective among  employees. We will now examine some of the mechanisms global companies can put in  place to inculcate a truly global mindset in its people. 

Selection 

After a company decides to enter an overseas market, staffing becomes a  key issue. 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. 
Exhibit 11.1
Selection of country managers: Characteristics of managers 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 the ability to get along well with people of different cultures. They must be able to look at problems from different angles and solve them using different frameworks. They must also have 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.  Several challenges, both personal and professional, are involved in any overseas assignment. So some degree of mental toughness is important.
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  orientation with respect for diverse viewpoints, and usually have a  collaborative negotiation style, that makes it easy to get along with foreigners and avoid conflicts. 

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 global companies such as IBM and Procter & Gamble. 

Cross cultural adjustment
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 strong correlation between cultures and nations. 

Cultural differences across countries can be significant and should not be underestimated. Let us briefly examine the implication of cultural differences for global companies. Edward Hall makes a distinction between high context and low context cultures. In high context cultures, the interpretation of messages depends on contextual cues. What is left unsaid is often as important as what is said. Examples of contextual cues include the nature of the relationship between the sender and the receiver, the time and place of communication, etc. Examples of high context cultures are China, Korea, Japan and Latin America. Low context cultures tend to lay emphasis on the written word. What is meant is what is said. The context tends to be relatively unimportant.

Hall also makes a distinction between monochronic and polychronic cultures. Monochronic people tend to be more structured in their approach, doing one thing at a time as per an organized agenda. They also tend to be punctual and do not like to waste time. In contrast, polychronic people tend to do several things at once, are less organized and less punctual. Monochronic time cultures tend to be low context cultures while polychronic time cultures tend to be high context cultures.
In homophilous cultures, people share the same beliefs, speak the same language and practice the same religion. Examples are Korea, Japan and Sweden. In heterephilous cultures, there is more diversity. For example in countries, like India and China, culture tends to vary across regions. 

Sundaram and Black
 mention that 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. This takes us to the next section. How can global companies orient managers before embarking on an overseas assignment? 
Training & Orientation

Training plays an important role in creating the right orientation among  managers. Most executives assume 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 be used to sensitize them about the pitfalls of this approach. Training can make  managers more sensitive to the customs and values of the foreign country. 
Many global companies are increasingly using cultural integrators, people who can resolve the differences between home and host country cultures. They can be chosen from either the home or the host country. Such executives should have good interpersonal skills to carry both the  headquarters and country subsidiaries with them.
Hodgets and Luthans
 have explained the use of cultural assimilators, which we briefly mentioned earlier in the chapter. These 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). 
Real learning takes place not in the classrooms but while handling live problems. Cross-country experience plays a vital role in shaping a manager’s global  outlook. Many global companies move people regularly between headquarters and  subsidiaries and across subsidiaries and design multi country careers for their  star executives.  As Ghoshal & Bartlett mention
, by moving selected managers across functions, between businesses, and among geographic units, a company not only creates an organizational environment in which cross-fertilization of ideas can occur but also develops individuals with the breadth of experience and perspectives necessary to manage in a flexible manner.  
One company which has attached a lot of importance to international exposure is Nestle. Most top management positions in this company are occupied by people with 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.  
Unilever is another good example. The race for the post of the next CEO at Unilever has become very interesting with two Indians, Manvinder Singh Banga and Harish Manwani in the fray. Both have been rotated through different functions across the globe. Banga currently heads the global home and personal care and food businesses. Manwani, the chairman of Unilever’s Indian operations is also in charge of Asia, Africa, Central and Eastern Europe. Banga, though currently in a global role, was earlier the country manager in India. Unlike other Indians  who have become CEOs of global companies, Manwani and Banga have spent most of their careers in India.  There is no doubt that it is because of Unilever’s ability to identify and nurture talent that Manwani and Banga have come thus far in their career. 

Companies such as IBM 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, these 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. 

Samsung, the Korean conglomerate started an overseas Area Specialist course in 1991. Every year, some 200 carefully screened trainees, select a country of interest and are given three months of training in language and cross cultural awareness. They then spend a year in the foreign country, followed by debriefing in Seoul. 

While allocating overseas assignments, companies must strike a balance between transferring managers who already have the required skills for the job and assigning managers who would benefit from the job experience.  In short, the need to fill up vacancies and develop employees must both be considered while taking staffing decisions. 
Exhibit 11.2

A framework for understanding cultural differences: Edward Hall's Silent  Languages of Culture

1. Time: Cultures can vary in the way they view time. People in some cultures are very  particular about maintaining time and take deadlines and appointments very  seriously. Other cultures are not so 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 the distribution of perquisites and privileges. 

4. Friendship: Some cultures place greater emphasis on personal relationships  than others. They attach more importance to the social network of people than their 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. 

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. A good example is the former CEO of Sony, Akio Morita. While setting up Sony's German subsidiary, Morita deliberately chose Cologne as the location. Knowing well 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 recalled
: "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.... 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." 

A truly global culture transcends the nationality of not only the headquarters, but other countries as well. Companies can consciously promote  a global identity in various ways. They can hold crucial meetings in different countries to make subsidiaries feel equally important. IBM as mentioned earlier, recently held an important analysts’ meeting in Bangalore. Bringing senior executives from the subsidiaries on to the  parent company’s board of directors 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. Ashok Ganguly, Keki Dadiseth, Vindi Banga and Harish Manwani (mentioned earlier) are some of the people who have moved out of India to take on global assignments. By all accounts, they have done very creditably in these assignments. 
Global companies 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 must be designed so as to reinforce the company’s global objectives. Country managers whose compensation is linked only to the performance of their territory are 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. 
Exhibit 11.3

Geert Hofstede's framework for understanding key behavioral dimensions in the work place

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 to their bosses. 
3. Uncertainty avoidance: In high uncertainty avoidance cultures, people are risk averse when it comes to starting new companies, doing new jobs or  accepting 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 

Expatriates play a key  role in the globalization of many companies. The parent company often depends on expatriates to transmit the core values to employees in the overseas location besides of course putting in place systems and processes. In short, expatriates assume a significant responsibility for culture building. Black and Gregersen
, have given an excellent account of the issues involved in the management of expatriates. Most companies struggle with their expatriate programmes. Some expatriates return early because of job dissatisfaction; others fail to live upto expectations  and a few leave after completing an overseas assignment to join competitors. Successful companies seem to 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. 

The Japanese automobile company, Honda has demonstrated great skills in managing expatriates. Honda defines clearly the objectives of the assignment, before it starts. These can range from  the development of a new product to improvement in vendor relations. The selected executives prepare themselves for the assignment by analysing their own personal strengths and weaknesses. Well before the assignment is  complete and the expatriate is ready to return, Honda identifies a suitable assignment  for the expat. Honda also makes arrangements for a debriefing session to capture the important lessons from the assignment. 

          Exhibit 11.4
                    Forms of Expatriate Allegiance
	Allegiance to parent firm
	Low
	Free agents


	Natives

	
	High
	Hearts at home


	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 work on suitable assignments for returning expatriates well in advance. The company not only arranges for debriefing on their return, but also identifies suitable jobs  based on the expatriate's skills and organizational needs. 

To sum up, the challenge for global companies 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 Mechanisms

People can be effective only when the organizational climate is right. A true transnational mindset implies a tremendous understanding and knowledge sharing across the global system - between the parent and the subsidiaries and among subsidiaries. This cannot be left to individuals.  Highly sophisticated coordination mechanisms are needed across the worldwide system to make managers effective in the workplace. 
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 keep headquarters informed about local issues and concerns.  Japanese companies like Kao, Matsushita and NEC used this approach extensively in their early phase of global expansion. The Japanese style of management is highly contextual and difficult to transfer abroad by laying down guidelines and preparing manuals. Which is why the direct involvement of managers from the headquarters has made a  lot of sense.  Another company which has made good use of this mechanism is the Korean car maker, Hyundai.  The company has posted a number of coordinators within the US.  These coordinators selected from top performers in Seoul, get involved closely in decision making and monitoring results. The coordinators are expected to bring the corporate vision from Seoul to America and relay the needs of the local market back to headquarters. The coordinators also serve as translators. 

Needless to say, this approach becomes unsustainable when the organization grows beyond a  point in spread and scale, 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 of headquarters to local needs also reduces, making  centralisation inappropriate.  

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, with decision making based less on discretion and more on rules and procedures. The Americans tended to use this approach heavily as they were used to handling a divisional structure. Companies like Procter and Gamble developed sophisticated systems that allowed the headquarters to control operations and hold other managers accountable for designated tasks. These companies were quite comfortable with using formal systems, policies and standards. By making rules to guide decisions, efficiency increases. But the problem with this method is that establishing and implementing systems, consumes plenty of resources.  Moreover, in a dynamic environment, decision making based on rules can be highly inappropriate and stifle the creativity and entrepreneurial instincts of frontline managers. But where there is a strong Information Technology (IT) infrastructure and the work can be systematically monitored by metrics and service level agreements (SLAs), this approach makes sense. The leading Indian IT services companies, despite their large scale of operations fall in this category. 
A third coordination mechanism employed by many European companies depends heavily on the careful recruitment, development and  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. Historical factors prompted European companies to use this approach. European companies were among the earliest to move abroad. Their overseas expansion started at a time when global communication was slow and expensive, making centrally directed coordination almost impossible. The Europeans were also not as comfortable with systems and processes, as the Americans. They often left the management of subsidiaries to family members or close friends. The management process, to a large extent, depended on these individuals’ understanding of corporate objectives and on their close personal relationships. The emphasis clearly was on the recruitment and development of key decision makers and their immersion in the company’s culture and values. There are problems with socialization. The  decision making process in socialization is slower, more ambiguous and complex. Heavy expenditures are also involved in the indoctrination and training of managers. 

These three coordination mechanisms need not be viewed as exclusive. Indeed, many global companies use a combination of these mechanisms. Expatriates take charge of critical tasks whereas various predictable and repetitive activities are coordinated through formalization. At the same time, for sensitizing people especially at middle and senior levels to the company’s core values, socialization is used extensively. In many training programs, which are typically held at strategic locations, more than learning, the key agenda is often networking. 
One company which invests heavily in spreading a global culture across its worldwide system is Unilever. In its early years, this transnational  pioneered the use of local managers to handle country operations  in a fairly decentralised manner. Later, Unilever realised that excessive  localisation was preventing the realization of global synergies. Over the years, Unilever has 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’. 

Vision and values
Vision and values are what hold a company together. This is particularly so for global companies who must convey their vision and long term objectives with simplicity and clarity. Human beings look for meaning in what they do. They want to know how their work benefits the company and society. A clearly articulated corporate vision provides context and meaning to the roles and responsibilities of individual managers. The vision must be shared across the organization. Communicating the vision should not be equated to a slogan or a  speech made at the annual strategy meet. Senior managers must utilise whatever opportunities they get to communicate and clarify the vision to people across the organization. Induction programs, town halls and training programs are some of the forums where there are opportunities to convey the vision. 
While efficient reporting systems, training programmes and a global matrix structure can be useful, for facilitating global coordination, 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. Sometimes, the local environment may pose special challenges that make it difficult to practice the firm’s core values. 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. 

In its early stages, when a company is relatively small, the core values  tend to remain informal and implicit. Most operations are in one location 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 grows larger and 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. 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 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.” 
Pitfalls to be avoided 

While developing a global mindset is important, companies should keep this within limits and not spread resources too thin.  Moving managers around the world is an expensive process. Substantial expenses are incurred 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 overseas experience, the constraining factors are time, effort and money. So, global organisations need to define their priorities clearly. For a company like Ford, it may make sense to select managers from strategically important countries such as Germany or Brazil or India 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.  For IBM too, India is becoming an increasingly, important location. By giving more exposure to talented employees in India, IBM can strengthen its management pool.
Attempts to spread a global culture in an organisation also need to be  realistic and kept within limits. Obviously, all the employees need not have a global orientation. Indeed, many employees must have a local orientation  to discharge day-to-day business functions. As Percy Barnevik, former CEO of ABB once remarked
, “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.”  All problems should not be attributed 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 that cross cultural differences will automatically lead to difficulties.  Indeed, in many cases, human thinking and approach to problem solving tends to be remarkably similar across countries. 
The term ‘global manager’ is widely used but not so well understood. But the fact
 is a universal global manager is a rare commodity. It is more realistic to develop three broad categories of specialists – business or product managers, country managers  and functional managers. 
Business managers focus on global scale efficiencies. They must be good at identifying opportunities and risks across national and functional boundaries and must also have the skills to coordinate activities across national subsidiaries. Business managers try to reap the benefit of integrated worldwide operations. They focus on rationalization of existing facilities and location of new facilities. While doing so, these managers take into account the skills and capabilities that exist in different business units and geographic regions.
Country managers must be good at collecting and interpreting information and communicating the distilled intelligence to senior level managers at headquarters. Business and market trends in one subsidiary may spread to other subsidiaries. The capabilities developed locally may be applicable in a global context.  Country managers are being increasingly co-opted on new product development committees, product marketing task forces and global strategy conferences. 
Functional managers act as the repositories of a company’s knowledge in a particular function. They take the lead in cross pollinating resources and best practices developed in different subsidiaries across the worldwide system. They effectively act as champions for their function. They advocate the development and diffusion of the resources, capabilities and expertise which fall within their purview. 
Developing global managers in  Latin America

Unlike Asia which can boast of Infosys, TCS, Wipro, Ranbaxy, Samsung, LG, Hyundai, Lenovo and Haier, relatively few Latin American companies have achieved global leadership. In the 1980s and 1990s, Latin America struggled to cope with inflation, political instability and social unrest. Focused on survival and having operated for many years in protected domestic markets, managers in these companies had little incentive to develop a global mindset. Neither did the region’s underdeveloped capital markets help global expansion. But the gradual opening of product markets and improved access to capital are creating new opportunities. Globalisation is also becoming a necessity to combat relatively small home markets and the region’s volatile economic conditions which have affected domestic demand from time to time.

Globalization is not completely new to Latin America. Indeed, a few  Latin American companies have already established global leadership positions in their respective industries. These include  Embraer, the Brazilian aircraft manufacturer; Companhia Vale do Rio Doce, the Brazilian minerals giant; and Tenaris, the Argentine maker of specialty steel pipes. Their growing global prowess is exemplified by CVRD’s acquisition of Canada’s Inco, the world’s leading nickel producer. 

For many decades, governments in Latin America tried to promote domestic industry by closing markets to foreign competitors and by providing privileged treatment  and tax incentives. Closed markets gave Latin American companies little reason to pursue global opportunities. But they created a great opportunity  to develop a strong competitive position in their home market. Some companies successfully built on that platform. The Brazilian energy company Petróleo Brasileiro (Petrobras), for example, has used the significant profits generated from local oil and gas fields to acquire other companies in the region. Petrobras has also built unique exploration skills by using its own R&D and contracting partnerships with other companies. Because of  its expertise in deep-water wells , it has become an industry leader, especially in other parts of Latin America and in Africa. Siderca started by producing seamless steel tubes for Argentina’s oil and gas market but, over the years, has invested heavily in the development of high-end products and services that enable oil and gas companies to drill in difficult conditions. During the past 15 years, Siderca has executed many mergers and acquisitions around the world, thus giving birth to Tenaris, the world’s largest producer of seamless steel tubes. 

In the late 1990s, privatization, deregulation and liberalization of investment rules put pressure on local companies to prepare for global expansion. In the case of basic materials, globalization was also a matter of survival, given the worldwide consolidation of the sector. A few companies like the Mexican cement maker Cemex who were more proactive were early globalisers. But companies in most other sectors in Latin America did not have  the aspiration to expand globally. They also did not enjoy the favorable conditions needed to generate strong cash flows and develop distinctive capabilities. As a result, they were less prepared for globalization. 

Meanwhile, one of the key challenges hindering the overseas growth of many Latin American businesses is a shortage of managers who can take up global assignments. In a recent McKinsey study, executives of large Latin American companies seeking growth abroad admitted that leadership development was an important area for improvement. 

Various reasons have contributed to this state of affairs. Many Latin American executives, despite having technical skills and expertise, are indifferent  to overseas assignments. In countries such as Chile, and to a lesser extent Brazil, family and friends are placed ahead of successful global careers. Many Latin American companies are family-owned businesses, where informal networks are more valued than formal processes. So direct hires from other companies find it difficult to succeed. Top managers are often appointed, based on a long history of loyalty to the owning family. 

A few Latin American companies, are taking a more structured approach towards building a leadership pipeline:  

1. Systematically identifying global talent sources. Latin American companies have started recruiting talent at foreign universities in the United States.  

2. Developing global training programs and managing careers carefully. A good example is the Tenaris University which trains the company’s employees around the world and introduces new hires to Tenaris. 

3. Implementing appropriate compensation and mobility policies. The region’s business executives have begun to understand that the main benefit of global mobility is a successful career. 

Latin American companies are encouraging people to travel from headquarters to work at subsidiaries a few days a month.  This is a hands-on way of showing them how things are done on the ground. Companies are also creating multifunctional, multinational teams to address the top operational and strategic challenges and, in this way, to build relationships and spread corporate values.

Formal processes are being used to address cultural issues. Executives of acquired companies and subsidiaries spend some time in Latin America to understand the parent’s culture and values. Formal executive assessments have grown in importance, since such tools make it possible to compare executives across different countries and to develop global career plans. In such processes, a global committee evaluates top managers and discusses promotions, bonuses, and career paths.

Communication plays a crucial role in shaping a unified corporate culture. Global events and socializing among executives are two ways of doing this. Technology, such as videoconferencing and intranets, also encourages internal communication and facilitates corporate integration even at remote locations. The growing use of English is also helping to get key messages across the worldwide system.

Systems and processes play a big role in promoting a global mindset. Many large global companies use operating systems to create and sustain competitive advantage. A technical system—a set of operating procedures, problem-solving techniques, and tools to develop and disseminate knowledge—allows a company to improve and standardize its operations constantly. A management system provides tools—not only financial and operational indicators but also incentives for individuals—to manage a company’s performance. Finally, the mind-set and behavioral element of an operating system aim to develop a common culture and values through four levers: role modeling, capability building, formal processes, and communication. It also includes knowledge-sharing systems. 

Many Latin American companies have developed strong performance-management systems, others have standardized procedures and implemented continuous-improvement efforts. A few have started cultural-transformation programs. But Latin American companies will have to master all three to emerge as true trail blazers in globalization.

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.  As Ghoshal and Bartlett mention
, “Creating the context that allows those with the knowledge to lead the decision is… a key task for a company that hopes to develop individuals with multiple global roles, legitimize their diversity and integrate them into a coherent team. More than anything, such an ability is the clearest indicator that the corporate leader is a true global manager and that the company is a true transnational.”

Conclusion 

Developing a global mindset is the key challenge for companies rapidly expanding  across the globe. There is no ready recipe available to spread a global mindset. For example, take the matrix structure which is popular in many global companies.  A matrix structure is an attempt to balance local and global perspectives. But many people equate a global mindset with a matrix structure. Indeed, in a transnational corporation, there is the danger that too much attention may be paid to building a formal matrix structure. Structure alone does not result in individual commitment and a global mindset. It is individuals who hold the key to making judgments and trade-offs that fit the overall needs of a transnational corporation. As Bartlett & Ghoshal
 mention, “It is not so much to change the structure into a matrix as it is to create a matrix in the minds of our managers.” 
Similarly systems alone cannot promote a global mindset. Bartlett and Ghoshal
 argue that  organisations need to move beyond the paradigm of strategy, structure and  systems to purpose
, process and people. 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. 

Organizations that are most  successful in developing multidimensional capabilities, that are so vital for managing globally dispersed operations, 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. 
Applying the framework of Bartlett and Ghoshal, it becomes clear that 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 global companies 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. 
Exhibit 11.5
Key attributes of global managers
	 

	· 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
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