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I1i@ B Globalization

Quotation 1:

“It has been said that arguing against globalization is like arguing against the laws of

gravity.”

—XKofi Annan
Quotation 2:
“Globalization has changed us into a company that searches the world, not just to sell

or to source, but to find intellectual capital—the world's best talents and greatest ideas.”

—Jack Welch

1. Quiz
One way to grasp the nature of the global environment is to consider the country of ownership

origin for some particular products and companies. Take the following quiz.

1) The company that markets Lipton tea is based in .

A. China B. the United Kingdom

C. Japan D. the United States
2) Haagen-Dazs ice cream is a product of a company based in ;

A. Germany B. France C. the United States D. Japan
3) Nestlé coffee is a product of a company based in )

A. Japan B. the Republic of Korea

C. the United States D. Switzerland
4) H&M is a brand name of garments originating from ;

A. Sweden B. France C. the United States D. Italy
5) Olympus digital cameras are produced by a company based in .

A. Japan B. China C. the United States D. Greece

UNIT 1 Globalization 1



2. A Mini Case

Zara
Zara, the European clothing retailer, has been at various times described as having more
style than Gap, faster growth than Target, and logistical expertise that rivals Wal-Mart’s.
Although the company isn’t well-known in North America, Zara’s managers have positioned
the company for continued global success. That success is based on a simple principle—in

fashion, nothing is as important as time to market.

Zara’s store managers offer suggestions every day on cuts, fabrics and even new lines.
After reviewing the ideas, a team at headquarters in La Coruna, Spain, decides what to make.
Designers draw up the ideas on their computers and send them over the company’s intranet to
nearby factories. Within days, the cutting, dyeing, sewing and assembling commence. In three
weeks, the clothes will be in stores from Barcelona to Berlin to Beirut. That isn’t just a bit
faster than rivals. It’s 12 times faster. Zara has a twice-a-week delivery schedule that restocks
old styles and brings in new designs. Rivals tend to get new designs once or twice a season. An
important piece of this incredible operation is a warehouse run by Lorena Alba, Zara’s director
of logistics.

Lorena runs the four-story, five million-square-foot building (about the size of 90 football
fields) with clockwork efficiency. To her, the warehouse isn’t a place to store clothes, but a
place to move them. The warehouse is connected to 14 Zara factories through a maze of tunnels
with rails. Along the rails, cables carry merchandise bundles that are “addressed” with a metal
bar so they end up exactly where they’re supposed to be. In the warehouse, each Zara store has
its own “staging” area where its specific merchandise is packed. From there, the merchandise is
sent to a loading dock and packed on a truck with other shipments for delivery.

As Zara continues to open new stores worldwide, Lorena will have to work closely with

suppliers and in-store personnel from different cultures.
Put yourself in her shoes and think about the following issues:
1) What cross-cultural problems might she face?

2) How might cultural awareness help her deal with those problems?
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Text A

The Empire Strikes Back

Why rich-world multinationals think they can stay ahead of the newcomers—a survey of globalization

“You get very different thinking if you sit in Shanghai or Sdo Paulo
or Dubai than if you sit in New York,” says Michael Cannon-
Brookes, just off the plane from Bangalore' to Shanghai. “When
you want to create a climate and culture of hyper-growth, you
really need to live and breathe emerging markets’.” Mr. Cannon-
Brookes is the head of strategy in IBM’s newly created “growth
markets” organization, which brings together all of Big Blue’s’
operations outside North America and Western Europe. “This is the
first line business in 97 years of our history to be run outside the
U.S.,” he says excitedly, noting that “Latin America now reports to
Shanghai.”

IBM’s thinking about emerging markets, and indeed about what
it means to be a truly global company, has changed radically in
the past few years. In 2006 Sam Palmisano, the company’s chief
executive, gave a speech at INSEAD, a business school in France, |
describing his vision for the “globally integrated enterprise”.
The modern multinational company, he said, had passed through
three phases. First came the 19th-century “international model”,
with firms based in their home country and selling goods |
through overseas sales offices. This was followed by the classic ;
multinational firm in which the parent company created smaller
versions of itself in countries around the world. IBM worked like
that when he joined it in 1973. The IBM he is now building aims |
to replace that model with a single integrated global entity in ‘
which the firm will move people and jobs anywhere in the world,
“based on the right cost, the right skills and the right business
environment. And it integrates those operations horizontally and
globally.” This way, “work flows to the places where it will be
done best.” The forces behind this had become irresistible, said Mr.

Palmisano.

Notes:

1. Bangalore: a
populous city in India
and also home to many
well-recognized colleges
and research institutes

PEIB /R

2. emerging market:
a nation with social or
business activity in the
process of rapid growth
and industrialization

Bk

3. Big Blue: the

| nickname of IBM,

International Business
Machines Corporation
I B i AL 28 22 )
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4. commoditized:

(a good or service)
rendered widely
available and
interchangeable
with one provided by
another company

mamtt, Stk

5. outsourcing: using
workers from outside the
company to do a job

k55

6. upstart: a person who
has suddenly risen to a
higher economic status
but has not gained social
acceptance of others

in that class. Here it
means a newly founded
company.

i

This ambitious strategy was a response to fierce competition from
the emerging markets. In the end, selling the personal-computer
business to Lenovo was relatively painless: The business had
become commoditized®. But the assault on its services business
led by a trio of Indian outsourcing” upstarts’, Tata Consultancy
Services, Infosys and Wipro, threatened to do serious damage to
what Mr. Palmisano expected to be one of his main sources of
growth. So in 2004 IBM bought Daksh, an Indian firm that was
a smaller version of the big three, and has built it into a large
business able to compete on cost and quality with its Indian rivals.
Indeed, IBM believes that all in all it now has a significant edge

over its Indian competitors.

Being willing to match India’s low-cost model was essential, but
Mr. Cannon-Brookes insists that IBM’s enthusiasm for emerging
markets is no longer mainly about cheap labor. Perhaps a bigger
attraction now, according to IBM, is the highly skilled people it can
find in emerging markets. “Ten years, even five years ago, we saw
emerging markets as pools of low-priced, low-value labor. Now
we see them as high-skills, high-value,” says Mr. Cannon-Brookes.
As for every big multinational, winning the “war for talent” is
one of the most pressing issues, especially as hot labor markets in
emerging markets are causing extremely high turnover rates. In
Bangalore, for example, even the biggest firms may lose 25 percent
of their staff each year. IBM reckons that its global reach gives it

an edge in recruitment and retention over local rivals.

IBM also says it can manage the risk of intellectual-property
theft—a perennial worry for multinationals in emerging markets—
well enough to have cutting-edge research labs in India and China.
And it is starting to “localize” its senior management, including
moving its chief procurement officer and the head of its emerging-
market business to China. But as yet it has no plan to move its

headquarters from Armonk, New York.

In many emerging markets the most attractive potential customer
is the government, thanks to an infrastructure boom that promises
to span everything from mobile telephone networks to roads,
airports and ports, energy and water supply. IBM is not alone

in pitching directly to governments for this business, relying on



