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Unit One

Text 1

Competence and Competitive Advantage

By Terence Brake '’

Key Terms:.

PN DM A D e

cultural barriers
cross-cultural studies
P&G

Burger King
comparative advantage
bottom line

political correctness
added value

Questions -

1:

What is culture? What is your understanding of the importance of cross-cultural
exchanges and communications?

. What do you think is the relationship between understanding cultures and doing

business across cultures?

What are your primary cultural orientations? How do you account for the
differences between different cultural orientations?

In what ways do you think your mainstream culture is changing? Please name
some of the primary factors that have caused these changes?

Thomas Jefferson'®' once said, “The merchant has no country. ” Jefferson,
like many others of his and our times, made the erroneous assumption that
business is business wherever it is conducted. Commerce in this view is perceived
to be a universal superstructure into which men and women can step at will without
carrying the very heavy cultural baggage of their own society. This assumption
rests on three dubious premises: (1) The culture of money and profit transcends
national or regional boundaries. (2) The language of bottom-line profitability is

1
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recognized across the globe. (3) A good deal is a good deal from New York to
Beijing to Bogota'®’.

On a superficial level, all three premises have some credence. But as we
expand trade across new borders, form strategic alliances and joint ventures with
foreign partners, and develop new relationships with overseas suppliers and
distributors, we are learning—although still very
slowly—that culture matters, that business is not
an activity that cut across cultural boundaries
easily. If Jefferson resided in the White House'*'
today and made the same remark, he would
undoubtedly receive telephone calls, faxes, E- §¥ :
mails and cables from CEOs, executives, and -
managers from around the globe saying, “Think %
again, Dear President.”

Many international companies are learning to
integrate cultural competence into their competitive
strategies. Take, for example, Procter & Gamble

London’s Chinatown, near Leicester Square

(P&G). They first entered the Japanese market

in 1973 and had lost $200 million by 1987. Entering the market with their
American goods and American-style advertising just didn’ t work. P&G then
turned Japan into its second biggest market after Germany with over $1 billion in
sales for the year ending June 30, 2000. The company now sells over twenty
products in Japan, including the number one brand in seven categories:
disposable diapers, liquid laundry detergent, fine fabric detergent, acne
treatment, adult incontinence diapers, feminine hygiene products, and laxatives.
While many Western companies have shied away from entering the Japanese
market, P&G decided to unlearn'®’ their primarily American and European
business practices and to explore doing business from a different viewpoint. P&G
came to understand that advertising that knocks the competition is offensive to the
Japanese, who value harmonyAand avoid direct conflict. They found that product
performance is a top priority for the Japanese customers, who place a lower
premium on price than do customers in the United States. They also discovered
how to adapt their products to the space constraints of Japanese homes'®’. And
they quickly realized that the Japanese are also very company conscious and are
quick to relate a product to the image and reputation of the company. Paying close
attention to the Japanese culture and market transformed P&G’ s performance.
The company currently is continuing to focus on learning how to do business
internationally. Its 2003 restructuring announcement was not only aimed at
reducing the levels of management and simplifying the business, but was also
directed at increasing the company’ s ability to further tap into overseas markets



50

55

65

70

75

80

85

such as China and Eastern Europe. In fact, the restructuring plan was titled
“Strengthening Global Effectiveness”.

As we have seen, focusing attention on culture can dramatically improve
effectiveness by means of enhancing creativity and innovation, productivity,
problem solving, communication, customer responsiveness, planning,
organizing, and so on.

If ignored, culture may have the opposite effect and inhibit competitiveness by
alienating customers, destroying workforce cohesiveness, and degrading
efficiency and effectiveness. For example, an insurance company from the United
Kingdom took ownership of a 50 percent stake in three Italian companies in 1999.
The policies of these three companies were altered to create standardization
throughout the enterprise. The venture suffered a pretax loss of approximately
$90 million in just over a year.

No company can afford to neglect the cultural context of doing business, and
no manager has the luxury of ignoring cultural differences. The challenge is to
build synergy from what sets us apart. As Edward T. Hall'”! said about the human
race in general, but which can also be applied to business specifically, “The
future of the human race lies in maintaining its diversity and turning that diversity to
its advantage. ”

In response to the increasing internationalization of business activity, and the
growing awareness of the power of the cultural factors, many companies are
developing initiatives to train managers in intercultural competence and global
management.

Many business schools in the United States and Europe are increasingly
focusing MBA programs on the international marketplace. Schools like the Institut
Europeen d’ Administration des Affaires ( INSEAD ) near Paris, the London
Business School ( LBS), and the International Institute for Management
Development ( IMD) in Lausanne, Switzerland, are among the elite business
schools attracting students with eyes on the global economy. One recent project at
LBS involved a team of students assigned to Burger King’ s London headquarters.
Burger King wanted to expand its European operations, and the students were
assigned to develop a business plan to “spread the Whopper from Piccadilly to
Prague®”. Harvard is just finishing a review of its MBA curriculum. “The whole
internationalization thrust is becoming a very dominant theme in our review,” says
Harvard professor Christopher A. Bartlett. The University of Pennsylvania’s
Wharton School and Columbia Business School have already reworked their
programs to reflect the challenges faced by managers in the global market.

As companies seek to recruit and develop professionals who can transfer their
skills across cultural boundaries and relate to customers, suppliers, and
distributors with different conceptions of how the world works, we need 1o bring the

3
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issue of cross-cultural competence to the top of the competitive agenda. Cultural
competence is no longer a nice skill to have; it is an economic necessity. We
have been successful in developing the hardware of increased globalization; for
example, computer and communication technologies, transportation methods, and
flexible manufacturing systems. Our weakness has been in developing individuals
with the flexibility and knowledge needed to maximize the value of the cultural
capital available to the organization.

Open, receptive attitudes built on curiosity and a willingness to undertake
continuous learning are the foundation for developing cultural competence. In turn,
these attitudes facilitate the development of self and other awareness. To become
useful, however, awareness needs to be grounded in knowledge of culture
(general and specific) , and that knowledge needs to be translated into skills for

100 working across cultures. By developing on all these four levels, a manager builds

the confidence and ability to integrate cultural differences into new and more
rewarding ways of doing business.

As we do business across the globe, we are beginning to understand the
impact of culture on the formation and maintenance of comparative advantage.

105 Companies that are paying attention to culture are seeing the results on their

bottom lines. Meanwhile, it is also important for us to understand that while we
need to adapt to other cultures, we do not need to adopt other cultures. We all
have boundaries we cannot cross, values we cannot violate. Our primary goal in
coming to understand other cultures is not the achievement of some vague notion

110  of political correctness, but the generation of added value.

( Adapted and abridged in 1173 words)

. Terence Brake is President of Transnational Management Associates-USA, a leading

executive development consultancy focused on managing the human challenges of
globalization. His books include Doing Business Internationally. The Guide to Cross-
Cultural Success and DK’ s Successful Manager’ s Handbook.

. Thomas Jefferson (1743-1826) was the third US President, and one of the major

authors of the Declaration of Independence and the founder of American Republican
Party.

Bogotd is the capital of Colombia, as well as the largest and most populous city in the
country.

. White House is the executive mansion of the President of the United States, and the

site of the executive branch of the U. S. government.

. unlearn (unlearned or unlearnt) means aiming to discard ( something learned) from



one’s memory. Its use in the sentence implies that the company has to forget or
throw away its normal American or European practices in doing business in Japan.

. adapt their products to the space constraints of Japanese homes: In terms of
living quarters, the concept of space is strikingly different between the Americans and
the Japanese. The Japanese enjoy close relationships between family members so
that their living space is generally more compact and thinly partitioned while American
houses are spacious and tend to be individually-oriented.

. Edward T. Hall (1914-) is a well-known American cultural anthropologist. Among his
many studies, he takes a special interest in learning the differences between cultures.
Some of his best ideas about cultural differences can be found in Hidden Differences.
Studies in International Communication, Hidden Differences. Doing Business with the
Japanese, and Understanding Cultural Differences, Germans, French and
Americans.

. spread the Whopper from Piccadilly to Prague: The Whopper, literally “a thing that
is extremely large”, is the name of sandwich in jumbo size and elaborate
configurations prepared by Burger King, just like the Big Mac from MacDonald.
Piccadilly is a famous square in London with many trendy shops and clubs. Prague is
the capital and the largest city of Czech Republic. The phrase implies that Burger King
has outlets in many countries.

erroneous adj. wrong; incorrect

perceive V. get to know by perceptive senses

dubious adj. fraught with uncertainty or doubt; questionable

transcend V. be or go beyond the range or limits of

credence belief in or acceptance of something as true

alliance n. a union or association between countries or organizations

disposable adj. designed to be disposed of after use: disposable towels

diaper n. a folded piece of absorbent material, such as paper or
cloth, that is placed between a baby’ s legs and fastened
at the waist to contain excretions

detergent n. a soluble cleansing agent which combines with impurities
and dirt to make them more soluble

acne n. a skin condition marked by red pimples on the face

hygiene n. conditions or practices that help to maintain health and
prevent disease, especially cleanliness

laxative n. a laxative drug or medicine that helps to stimulate or
facilitate evacuation of the bowels

offensive adj. causing anger or displeasure: an offensive smell



value
constraint
simplify
inhibit
alienate
inhibit
cohesiveness
degrade
stake

venture

synergy

initiative
elite
curriculum

thrust
recruit

transfer

agenda
flexible

facilitate
adapt

adopt

vague
generation
shy away from
at will

place a premium on

tap into

3 3<3s<=<s<=x3-=x

adj.

adj.

cherish; treat something as valuable

a limitation or restriction

render something more simple

hinder or restrain (an action or process)

lose the support or sympathy of

prevent or forbade; ban

the state of being together; unity

reduce the value or level of

a share or interest in a business or situation

a business enterprise involving some risk in expectation of
gains: a joint venture

interaction or cooperation of two or more agents to
produce a combined effect greater than the sum of their
separate effects

a beginning step or move, initial measures or policies
selected as the best: an elite school _

the subjects comprising a course of study in a school or
college; (plurals) curricula or curriculums

the essence; the point

enroll ( someone) as a member or worker in an
organization

convey or cause to pass from one person or place to
another

a list of matters to be addressed

able to change or be changed to respond to different
situations or circumstances

make easy or easier

become adjusted to new conditions

choose to take up or follow

misty; hazy; ambiguous

the act of generating or producing; production

avoid having to deal with some unpleasant task

as one chooses or pleases; freely without being
constrained

regard as particularly valuable

have access to; make use of

1. Even today there are people who still believe that commerce is a universal enterprise
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which can transcend cultural and national barriers.

2. Procter & Gamble made a loss when it first entered the Japanese market because it
did not advertise effectively and continuously.

3. P&G’s final success in the Japanese market is a case in point for the argument that
culture matters in international business.

4. Standardization in the policies of its three Italian companies helped a British insurance
company to avoid a loss of $90 million in taxes.

5. Edward Hall advised business leaders to look into the human nature and instincts for
principles guiding cross-cultural business practices.

6. Many business schools in the United States have reviewed and adapted their curricula
with an eye on the challenges faced by managers in the global market.

7. The cultural capital can be best harvested by developing individuals with flexibility and
knowledge rather than the hardware of increased globalization.

8. To be successful, a company has to adopt the culture or at least the mainstream
culture of the country it expects to work in.

9. In order to develop cultural competence, it is imperative for us to adopt an open,
receptive attitude based on a willingness to learn and quest.

10. Managers must be aware of cultural differences and be able to put that awareness

into specific skills for working across cultures so as to be beneficial to their
businesses.

i

receptive transfer vague transcend credence
constraint adapt offensive tap degrade

1. For a company to do business aboard, failure to realize the importance of cultural
contact will its efficiency and effectiveness, to say the least.

2. In the eyes of these money-minded top managers, the culture of money and profit
always national or regional boundaries, whether physical or psychological.

3. It is true that cut-throat competition is to everyone, but that is the way with
business life in this highly competitive world.

4. These Western fast food chains have learned to their products to the taste
constraints of the local residents.

5. Taken out of its context, the statement would lose much of its and even
became totally irrational.

6. Before setting up the joint venture in this African country, the leaders of the company
took into serious consideration the cultural and geographic which might
affect the operations of the undertaking.



7. Multinational corporations are eager to recruit capable professionals who are able to
their skills across cultural boundaries.
8. We must make it clear to our recruiters that we need people with open,
attitudes built on a willingness to undertake continuous learning.

9. The notion of political correctness has little to do with the generation of
added value for a global business enterprise.
10. The corporation is now busy with restructuring with a view to __into the

emerging markets in the developing world.



