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Glohalisation’s Double Edged

What makes aglobalised
aomparny? Is it a global
market presemoe or supply
chain? A global capital hase? |
Or i it a global mind-ser? Ar
a rime when Indian
companies are going global,
we present a series by globali-
satfon guru Anil K Gupta.
An alumnus of IT Kanpur
 anad 1EM Alemedabad, Gupa
 worked with HLL before mov-{
| ingontoHarvard fodoa |

PhD. He's currenily the
| RalphJ. Tyser Professor of
Strateqy and Orgamisation at
the Smith Business School,
University of Maryland, and
the co-avithor of “The Quiest
Jor Global Dominamce” amd
‘Smart Globalisarion’

Anil K. Gupta

Y VIRTUALLY every

measure - growth in

international  trade,

lorelgn direct invest-
ment. and cross-border Hows
ol technology - globalisation is
becoming increasingly perva-
sive. Many of the barricrs that
kept  the industries and
coonomies of different coun-
tries relatively solated from
one another are either dedin-
ing or l.'.un-.lung.

Witness, for example, the
world-wide ideological shift
from the state to the market
(look at Russia, China, and In-
dia); the Cmergence of fegion-
al free-trade fones such as the
EU, ASEAN, NAFTA, and Mer
cosufr: the creation ol the
World Trade Organisation and
its acceptance by vinually
every major country; the glob-
alisation of currencies (for ex-

ample, the emergence of the
euroand the nascent dollariza-
mon  movement in South
America); the globalisation of
media such as CNN, BRC, Ya-
hoo, Time, Newsweek, Finan-
clal Times; and revolutionary
changes in the cost and elfec-
tiveness of international com-
munications and transporia-
tion technologies.

Given these wends, it is not
surprising that globalisation is
no longer confined to enter-
prises in a few industries such
as electronics, pharmaceuti-
cals, automobiles, or branded
consumer goods. In the last
decade, a global footprimt has
become a reality even for com-
panies that own and manage,
lor example, local supermir-
kets (Netherlands-based Royal
Ahold) or even the neighbour-
hood calé (US-based  Star-
bucks). For most midsize 10
large companies in almost any
industry, globalisation is be-
ginning to appear a strategic
imperative rather than a dis-
cretionary option.

Nevertheless, it can be per-
ikius Tor managers 1o overlook
the fact thar globalisation is a
double-cdged  sword.  Al-
though a global or globalising
enierprise can reap many ben-

aging ol vechnological, cost, or
other strengths from the home
base 1o foreign markets. Do-
mestic strength gives the
company  these re-
sonrces and enables it
o rde ow the
rough leamning
curve that it is
likely 10 en-
counier dur-
ing the carly
years in lor-

eign  mar-
kets. How-
ever,  do-
mesiic

weakness
not only de-
prives  the
company of
any financial
managerial
and  organisa-
tional slack. it also
adds unneeded
complexity and dis-
traction & a time when
the focus should be on lxing
the home market problems
The outcome is that escapism
olten ends up looking like
jumping from the frving pan
into the fire

Gateway, the US-based
computer company, provides a
good example of such a mis-

efits from the take. Similar
vast potential 1o Dell Com-
of alarger mar- guru speak puter, the
ket arena, misl success-

scale and location-based cost
efficiencies, and exposure 1o
new product and process
ideas, globalisation also ex-
poses the firm (0 numerous
strategic and organisational
challenges emanating from a
dramatic increase in diversity,
complexity, uncertainty, and
the flixed cost base ol doing
business. How managers ad-
dress these challenges deter-
mines whether globalisation
yields competitive advantage
or disadvantage.

In this. the lirsi of a series of
articles for The Economic
Times, | summarise the most
common mistakes that com-
panies make in the quest for
spreading their wings over the
global landscape.

Mistake 1: Viewing Global-
isation as an Escape from Do
mestic Weakness

Global expansion almost al-
ways requires up-front invest-
ment of capital and the lever-

ful PC company in the world,
Gateway also follows a direct
sales and distribution model
whereby customers configure
and order their machines over
the telephone or the web,
However, a persistent problem
for Gateway has been that
they are smaller and opera-
tionally less savvy than Dell.
Given this competitive sce-
nario, Gateway has never been
more than an also-ran anid has
run into financial dilficulties
on a periodic basis, Global ex-
pansion proved to be an utier
failure for Gateway and, by
2001, the company had an-
nounced a complete shut-
down of virtually all opera-
tions ouiside the US

Mistake 2: Overlooking -
or Becoming a Prisoner of -
Cross-Border Diversity

Notwithstanding the ho-
mogenising influences of glob-
al media, narrowing income
faps acroes mMany countries,

From the widget maker to the
local cafe, everyone’s going
global these days. And that's the
way it should be. But there are a
few pitfalls along the way that
need to be cautiously navigated...

and widespread fluency in the
English language. diversity
along multiple dimensions -
consumer behaviour and buy-
ing power. distribution sys-
tems, national cultures, lan-
guisge, regulatory regimes, cost
struciures, and resource avail-
ability — is likeély to remain an
enduring featre of humanity
foravery long time. Ignoring it
or assuming that it does not
matter can be ruinous to cor-
porate health.

The US-based Lincoln Elec-
tric Company, the clear leader
in the welding equipment and
supplies market, learmed this
lesson the hard way. Lincoln is
weell known lor jits piece rate
baséd incentive system, which
provides almost nocushion on
the down side but also no
bounds on the up side. This
system has worked extremely

wellin the US where individu-
alism and linancial incentives
are some of the core elements
of the national culture, Lin-
caln tried to apply the same
system to several of its acquisi-
tions in Europe and almost
came to the brink of corporaze-
wide financdial collapse.

It is important 0 remember
that, while sensltivity to cross-
border diversity is crucial, it can
be equally hazardous 1o become
a prisoncr of Hiversity, Sman
globalisation requires that man-
agers undenake a fine-grained
analysis of diversity in order to
make more discriminating ded-
sions: Which elements of diver-
sity are market or operational
imperatives and thus necessi-
tate adapting whar the compa-
ny sells and how it operatesina
country? Which elements of di-
versity can be leveraged global-
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ly? Which must be treated as
fundamental barriers 10 con-
ducting business within the
particular country? And, which
are llkely 1o be short-lived?
Mistake 3 Getting
Caught Up with Simplistic
Notions  Such As
Multinational VS,
Transnational
Some of the pop-
ular fiterature on |
global strategy sug-
gests that globalis-
ing companies
should pick aclear
strategy o define
whao they are and
what they want (o
become: multina-
tional ws, interna-
tional ws. transna-
tonal and so on.
Based on my research
and consulting  work
with companies, | find this
advice at best simplistic and at
waorst misleading. Every com-
pany=be it Intel, Coca-Cola, or
Ranbaxy — consists of muliiple
activithes in the value chain, in-
cluding research, produc de-
velopment. sourding. produc-
tion, distribution and alter
sales service, No matier what
the industry or company, some
activities need to be contralised
globally. some need 1o be glob-
ally co-ordinated but opera-
tonally decentralised, while
others need 1o be deceniralised
and best left uncoordinated.
Consider Yahoo. It is clear that
technology development and
brand management are exam-
ples of activities that Yahoo
must manage ona centralised
basis. Yet. people go 1o Yahoo
for mavigation and content.
most of which s very local in
nature. Thus, decisions regard-
ing content acquisition need a |
high degree of decentralised
management. In essence, some
activities within Yahoo are best
managed on a globally cen-
tralised basis, others oma co-or-
dinated transnational basis,
and yer others on a decen-
iralised muliinational basis. Ya-
b 5 not any one of these: itls
all of these, To sum up, simplis-
lic classifications may be good
for cockiail conversations
however, they can be very
costly when used for decision-
making in the boardroom.
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