Getting at

Strategic

each headed by avice-president who
reported to the senior vice-president of
marketing at headquarters. Those divi-
sions were
» Europe, Africa, and the Middle East;
* Central and South America;
» Japan, the Far East, and Australia.
Reporting to each divisional vice-
president were as many as 20 country/
subsidiary managers, as well as divi-
sional functional staff responsible for
sales and marketing, finance and ad-
ministration, and customer service.
One of the company's chief goals

In the mid 1980s, those markets were

was to increase its market share over-
seas, particularly in the personal-
computer and office-automation areas.

A U.S-based multinational corporation needed
to achieve real strategic change, but wasn't sur
how to get a handle on it. An international con-
ference of all the major players resulted infive
key strategic decisions. That approach may
workfor your company, too.

Going global may be the solution to
a company's competitive woes, but it
also creates problems of its own. Mul-
tinational corporations face several
problems resulting from the diverse
environment in which they function,
their complex organizational struc-
tures and communication patterns,
and the constant challenges of devel-
oping strategies in order to compete in
a world market.

One company solved its interna-
tional strategic planning and subsidiary
management problems by increasing
the involvement of the chief playersin
those processes. Its innovative ap-
proach is presented here as a case
study of the process of diagnosing and
then addressing the problems of man-
aging multinational subsidiaries and
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planning worldwide strategy. It may
serve as a model to other multina-
tionals faced with similar management
problems.

The multinational in question is a
20-year-old manufacturer of electron-
ics equipment, with headquarters in
the northeastern United States and for-
eign subsidiaries around the world. It
has 25,000 employees worldwide and
annual revenues of $3.5 billion, of
which 45 percent comes from its
North American operations. The case
study is based on my work there be-
tween 1984 and 1986.

The company is fast-growing,
though financially conservative, and
has highly centralized management
control. The international business is
made up of sales and customer-sup-
port operations, with all manufactur-
ing and R&D done in the United States.
The international business has been
growing 20 percent faster than the
domestic core business.

At the time of my involvement, the
international operations fell into three
geographically dispersed divisions,

fairly saturated domestically. Moreover,
it needed to combat abroad the steady
and fierce competition from giantslike
IBM, Mitsubishi, Siemens, and Olivetti.
Turnover in the salesforcewas high,
more than 60 percent annually. Drastic
fluctuationsin currency exchange rates
created transfer pricing problems.
éarger foreign subsidiaries were prof-
itable, while smaller ones were regu-
larly in the red. Hardware and software
products, designed and developed in
the United States primarily for Amer-
ican markets, had to be shipped over-
seas. Since its inception in the early
1960s, the company had been surviv-
ing a high-growth market and rapidly
changing technology. It was now at a
crucial stage in its international
development.

Getting at the problems

The size and growing importance of
the overseas subsidiaries were chang-
ing the nature of management tasks
and responsibilities. The pressures of
global competition and demands of
host-country environments pointed to
an urgent need for new strategic re-
sponses and improved organizational
configurations. As in other multina-
tional corporations at this stage of their
development, previously clear corpo-
rate objectives and organizational rela-
tionships had become clouded.

The corporation commissioned me
to interview more than 100 middle-
and upper-level managers at various
levels of the international operations to
determine the chief problems affecting
the international business. The man-
agers, from several countries and with
various lengths of service, were open
in discussing problems of their own
organizations as well as of the com-
pany as a whole. All agreed that the
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problems needed to be addressed at a
company-wide level.

| collected the results of the survey,
reduced them to alist of critical issues
facing the company, and presented it to
the president and senior executives of
the corporation. They asked me to
develop a plan to address the issues.

Methodology: three steps

In my consultative role, | was faced
with the challenge of developing a
strategy that would ensure asystematic
approach to dealing with al of the is-
sues at once. The involvement of the
relevant playerswithin the corporation
was critical.

Step 1 Identification of Chief Prob-
lems. | conducted extensive inde-
pendent interviews of country man-
agement teams, sales managers, and
international marketing managers to
identify the critical strategic and orga-
nizational issues that faced the com-
pany The managers saw the needs to
 delineate the roles and responsibil-
ities of country/subsidiary manage-
ment, and of corporate marketing and
planning groups;

» develop an effective organizational
structure to meet the demands of the
company's growing international
market;

» provide adequate support to the
country/subsidiary management teams,
while at the same time ensuring them
a degree of autonomy.

Management at al levels of the inter-
national operations, as well as at cor-
porate headquarters, recognized those
issues as critical, but respondents felt
that there was no focus of respon-
sibility or adequate mechanism for
dealing with them.

Step 2: Corporate Verification and
Buy-In. Corporate managers reviewed
that list of issuesto verify and reaffirm
it. We had to secure their "buy-in"—
their commitment to and ownership of
the process of finding solutionsto the
problems. In anumber of brainstorm-
ing sessions, they decided to develop
amajor company-wide intervention, a
global forum by which to address the
issues.

Step 3: Design. The intervention
would take the form of a company-
sponsored, worldwide conference, fo-
cusing on the theme of international
subsidiary management and strategic
planning. Participants would be the
president and senior vice-presidents of
the corporation, international market-
ing managers, international division

functional managers, international re-
gional and country managers, and key
members of their management teams.

Implementation

Asprincipal architect for the confer-
ence, | was keenly aware of two critical
points:
» the conference was to be a major
strategic intervention for the company
and could not be seen aseither an elab-
orate management-training session or
a worldwide social gathering;
* it was an opportunity to shape the
company's strategic direction, clarify
organizational processes, affect man-
agement behavior, and provide a
forum for the exchange of ideas.

| was also aware that such an enor-
mous event was unprecedented in the
company's history. Various practical and
logistical problems became apparent in
the planning and implementation:

They decided to develop
a major company-wide
intervention, a global
forum by which to address
the issues

* We had to find atime to get al the
key players together, without interfer-
ing with salesor budget cycles, or con-
ventions or stockholders' meetings.
Many country managers would feel
nervous about time spent away from
their jobs.

* Weneeded alocation that would of-
fer the necessary remoteness for ser-
ious concentration, aswell asadequate
security, while providing easy accessi-
bility for international travel, adequate
communications, comfortable sur-
roundings, and well-equipped facili-
ties. The company wanted an attractive
setting, but did not want the confer-
ence to seem likeabonus trip for high-
performing sales personnel.

* We had to get the involvement of
respected outside specialists who
could serve asfacilitatorsand subject-
area experts.

* We had to orchestrate the entire
project within areasonable time frame
and budget.

It was going to be aserious meeting
where people would work together to
solve common problems, but we
needed arelaxed and informal atmo-
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sphere. And the conference could not
degenerate into afree-for-all gripe ses-
sion, devoid of any clear accomplish-
ments. At al levels of the company,
managers wanted a democratic forum
that used the techniques of partici-
pative management. It would be acon-
ference where, in the words of two
senior executives, there would be
"decisive action-planning” and those
present would be "actively involved
in strategizing and making company
policy."

The conferenceneeded to be highly
structured, yet allow for a free and
open exchange of ideas. We also
needed clear examples of problemsin
order to spark debate.

To get examples and to ensure that
participants would be prepared for the
meeting, we organized them into work
teams according to geographic and
functional divisions. During the four
months before the conference, each
team met as often as necessary to pre-
pare akind of case study—a detailed,
well-documented, and in-depth analy-
sis of actual, specific problems and
business results. The teams would
work on the solutions to their prob-
lems at the conference, and present
their analyses to senior management.

Meeting the objectives

The principal objectives of the con-
ference were to
» provide participants with the con-
ceptual knowledge and comparative
information necessary to address the
issues of international strategy and sub-
sidiary management in the company;
» apply that information to concrete
issues faced by the company in its
worldwide growth;
e assist participants in developing
recommendations to the company's
top management on issues of interna-
tional organization and strategy;
» develop specific action plans to ad-
dress each of the critical issues
delineated.

In order to meet those goals, we or-
ganized the eight-day conferencepro-
gram into three phases.

Phase I: Symposium on Key Strategic
I ssues

The objective of the opening phase
of the conference was to provide an
overview of concrete issuesin interna-
tional management with an emphasis
on strategy, organization, and hu-
man-resource management. In design-
ing and implementing the phase, we



collaborated with six professors—
experts in those fields—from three
major international business schools:
INSEAD in France, IMEDE in Switzer-
land, and the Harvard Business School
in the United States. We arranged for
them to meet with selected corporate
and subsidiary managers in the com-
pany, who briefed them on key issues
affecting the company's international
business. Those issues would be core
topics for lectures, cases, and seminars.

We also sought the participation of
two strategic-planning specialists from
respected international-management-
consulting firms, and two senior exec-
utives of other multinational compa-
nies (one who was on our company's
board of directors, and the other who
was CEO of a smaller international
company and the president of an inter-
national trade organization of which
our company was a member).

The external advisors became a
corps of specialists whose chief role
was to provide expertise in setting the
stage for the conference and leading
seminars. They also served as objective
observers to stimulate problem-solving

in Phase II.
Phase | included lectures, small-

group discussions of relevant case
studies, and specialized seminars. It
opened with an address by the com-
pany's CEO, who emphasized the im-
portance of the conference. Attendees
got an overview of the program and an
outline of the week, heard alecture on
"The Concept of Strategy,” and partici-
pated in aquestion-and-answer period.
Each of the next three days opened
with aplenary-session lecture followed
by individual seminars presented by
the specialists. Attendance was limited,
because the seminars were intensive
and required outside preparation and
small-group breakouts for case work.
The strategic themes addressed in
the seminars included the following:
 strategies for emerging high-tech
businesses;
e competitive and cooperative devel-
opments in the information-technol ogy
industry;
e global industries and national mar-
kets—national responsiveness versus
global integration;
* new-product marketing directions—
product development, introduction,
and pricing;
 the impact of environmental variables
on area or country management;
* managing headquarters/subsidiary
relations;

* managing data, managing people,
and managing conflicts;

+ skills needed for the international
manager;

e human-resource management in a
multinational company;

e managing organizational change;
 futurechallenges and directionsin in-
ternational business.

Phase II: Problem-Solving in Work
Teams

In this phase, teams from each inter-
national division worked with the case
studies they had prepared before the
conference. They used the specialists'
expertise to discuss solutions to some
of those problems, address common
problems, develop solutionsin collab-
oration with other international sub-
sidiaries, and raise global issues to the
attention of corporate executives.

Everyone had been enthusiastic
about preparing the case studies before
the conference, but the process led to
unrealistic expectations.

Line managers with heavy responsi-
bilities could not devote a lot of
preparation time, even though they
were aware that in the long run it
would lead to solving some of their
biggest problems and simplifyingtheir
work. Indeed, one of the biggest prob-
lems in multinational subsidiaries is
that the planning tends to be short-
range—the bulk of the work is devoted
to "firefighting." Furthermore, country
management teams were reluctant to
share financial and salesfiguresin pub-
lic, or admit significant problems to
their peers and superiors.

The success of the conference, how-
ever, was dependent on having real
issues on the table—sharing and solv-
ing problems together was critical.

During the intensive workshops of
Phase |1, each work team could call on
any specialist as a resource. That en-
couraged in each group a sense of
ownership of the debate and its con-
clusions, and did not let specialists
stifleinitiative and ideas. Asthe discus-
sions developed and problems were
delineated, the specialists helped
groups with similar high-priority prob-
lems to achieve common sol utions to-
gether, reducing the number of groups.
The specialists also hel ped the groups
formulate recommendations and de-
velop effective presentations.

The work teams sought solutions to
the following problems.

How should the company respond
to broad environmental changes af-

fecting its businesses? Specific issues
were

* political, demographic, and econom-
ic trends;

» changing environmental and market
demands;

» the economic rise of Japan and
East Asia;

 the evolution of Europe and the role
of the EEC;

 policies of various countries toward
the information-technology industry
and toward U.S.-based multinationals.

What are the current changesin the
competitive environment, and how
should the company respond to
them? Specific issues were
« evolution of customers, their dif-
ferences and similarities around the
world, and whether they rent or
purchase;

e pricing policies;
e competitive developments;
» the role of host governments.

What are the current problems and
futuredirection of financing and mer-
chandising? Specific issues were
 local bureaucracy;
 discretionary budget constraints;
 currency considerations, fluctuation
of the dollar, and economic risk;
 local investment strategy.

What isthe role of headquartersin
supporting the international opera-
tions? Specific issues were
 corporate versus subsidiary respon-
sibility for product specification, intro-
duction, and pricing;

« autonomy of the subsidiary in set-
ting up and implementing marketing
strategy;

» the need to do more long-range
planning, and the involvement of the
subsidiaries in it.

What is the role of the subsidiary
manager? Specific issues were
» achieving a balance between the
need for support from corporate mar-
keting and the need for greater
autonomy in running the subsidiary
business;

» developing an effective organiza-
tional structure (that is, managing the
country, area, divisional, and corporate
headquarters matrix, and developing
formal and informal communication
networks);

» the skills required by subsidiary
managers;

» key human-resource-management
issues (for example, recruitment, train-
ing and development, and managing
motivational problems and the high
turnover of the salesforce).
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Phase IlI: Strategy Session—Action-
Planning and Decision-M aking

The analysisand solutionsto subsid-
iary problemswere now ready for pre-
sentation. Phase Ill had two parts. First,
conference participants reconvened
and each team presented its case and
solutions beforeapanel of senior com-
pany executives (including the CEO,
senior vice-presidents, and interna-
tional division managers).

In most teams, the chairperson took
the responsibility for presenting the
group's conclusionsin abrief summary
illustrated by handouts and view-
graphs. That was followed by a
guestion-and-answer period and adis-
cussion among team members, special-
ists, senior executives, and other con-
ference participants.

Time management was an important
element during those discussions—
each group needed adequate time to
bring its key issues to the table. To en-
sure that the presentations would be
open and candid, no criticism, de-
fense, or brainstorming was allowed
during the presentations themselves.
The goal was for top management to
hear and understand the problems,
priorities, and recommendations of
their international subsidiaries, and for
country-management teamsto listen to
and learn from each other.

Someone recorded each group's con-
clusions and prepared a general sum-
mary for the second part of Phase Ill.
The summary was distributed, and
everyone had time to digest and discuss
the problems and recommendations.

One of the specialists presented a
synthesis of the top priorities for the
company's international operations
based on the work teams' conclusions.
The discussion focused on developing
specific action plans to address the
top-priority issues, and on the fea-
sibility of implementing recom-
mended solutions. People with re-
sponsibility in specific areas came up
with plans to implement the recom-
mended changes. In some cases, sub-
committees with representatives from
various line, staff, and geographical di-
visions helped devel op the strategy. Ac-
tion items were recorded, dates and
deadlines set, and the CEO agreed to
follow through on each item and re-
port back to participants at alater date.

Phase Il was intensive and demand-
ing, but everyone felt positive about
the steps that were taken, and left the
conference feeling exhilarated and
exhausted.

Results

The conference took place in Jan-
uary 1986, during atime of consider-
able change for the company and for
the information-technology industry
in general. Asadirect result of the con-
ferencethe company was able to make
five key strategic decisions regarding its
international business.

There would be anew structure
in the international organiza-
tion, with the following changes:
* The head of the international divi-
sion would be asenior vice-president
reporting directly to the CEO, rather
than to the vice-president of salesand
marketing, as before. He or she would
also be amember of the strategic cor-
porate operations committee.
* Each of the three international
regional divisionswould be headed by
avice-president reporting to the inter-
national vice-president.
* The company would introduce the
area-management concept, in which
an area manager heads operationsin a

Everyone had been
enthusiastic about preparing
the case studies before
the conference, but the
process led to unrealistic
expectations

group of countries, instead of separate
countries reporting independently to
headquarters.

That approach has many advantages.
Oneisthe reduced "intermediary” role
of the regional headquarters. The area
manager would facilitate communica-
tion between country or area staff and
corporate headquarters. He or she
would also take over some responsibil -
ities previously handled only at the
corporate level—for example, work-
forceplanning and forecasting, setting
recruitment strategy, salary planning,
training and development, financial re-
porting and control, currency transla-
tion, and pricing strategy.

Area managers would have the re-
sponsibility to meet area profit objec-
tives, determined in conjunction with
corporate headquarters. That would
increase autonomy and develop solid
general managers in a geographical
business area.

Countries that typically had gener-
ated smaller business resultswould no
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longer be overlooked in the organiza-
tion. An area of two, three, or four
countries with geographical, cultural,
and market similarities would be able
to contribute to a larger piece of the
company's business and play a more
important role in decision making.

The role of the country manage-
ment team was expanded. Instead of
several subordinates looking to one
chief for direction, there would be a
true team approach, with resulting sim-
plification of effort and maximization
of skills, aswell as greater efficiencyin
delegation of duties.

The stress and pressure on area sales
and marketing personnel would be re-
duced. The country management team
would no longer be simply "out there"
without adequate recognition and sup-
port. The area-management concept
would expand the market base and
present opportunities to share respon-
sibilities, avoid duplication of effort,
and allow job rotation and career
development.

The role of the corporate
. marketing department would
change significantly. It had always
taken a generic and standardized ap-
proach in setting marketing strategy for
the international divisions. Asaresult,
individual countries’ needs were not
met. Under the new system, the mis-
sion of the group would remain
generic—it would provide guidelines,
support, research, and information
geared specifically to the needs of each
subsidiary. The subsidiaries themselves
would be responsible for strategies for
meeting local needs, and thus would
be more involved in global strategy.
The new configuration would re-
semble afan, with the corporate inter-
national marketing department, lo-
cated a the narrow point, sending a
generic strategic mission and objec-
tives to each subsidiary. Corporate
headquarters would not generate those
objectives—they would come from
the international subsidiaries them-
selves, be "globalized" at the corporate
level, and then be returned to the sub-
sidiaries as worldwide standards. The
corporate group would provide direc-
tion and badly needed support ser-
vices. In this system, corporate head-
guarters and overseas subsidiaries op-
timize their strengths.

Marketswould expand through

. international disbursement of

the R&D and manufacturing functions.
In the past, subsidiaries merchandised



products developed primarily for the
U.S. market. Now, they could develop
new products or modifications of
existing products and market them
locally. That would set the stagefor the
creation of new-product development,
R&D, and manufacturing centers
around the world. It would also allow
for amore favorable business climate,
as consumers and users came to per-
ceive the product and the company as
their own rather than as a foreign
entity.

4 The company moved from a
 selling approach in the sub-
sidiaries to a true marketing strategy.
Subsidiaries could respond to feed-
back from customers, aswell assupply
products to accommodate their needs.
That would provide greater autonomy
and flexibility in product specification,
development, and pricing at the sub-
sidiary level.

The formation of focus groups
3- among the country-manage-
ment teams created a built-in mech-
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anism to review and address future
issues that affected the subsidiaries.

Conclusion

Because the conference was success-
ful in creating strategic and organiza-
tional change, the company's senior
management now plans to hold similar
international strategy meetings annu-
aly. The conference is away for the
company to address the challenges of
competing in aworld market, ensure
long-range strategic planning, and facil-
itate its own adjustment to change.

Such a conference can be a power-
ful tool in the ongoing process of
devcloping any comparny's stiaiegic
direction. But a few elements are
crucial to success.

Above all, there must be overall rec-
ognition of the need for change. It is
also important to make sufficient infor-
mation available to all the key players
so that they fully understand the issues.
Through the process of analyzing the
issues, debating solutions, and recom-
mending actions, participants will
develop a shared vision of the required
response. Management must not only
agree on actions, but must also rein-
force and follow up on them.

Preparation and follow-up are at
least as important as the conference
itself. During the preparation stage, the
entire management community needs
to be involved in the conference
agenda. Likewise, a careful follow-up
process ensures that managers do not
slip back into a business-as-usual mode.
At the follow-up stage, an internal or
external consultant could act as an
auditor of agreed-upon action, an
agent of senior management to momni-
tor and ensure enforcement of action
plans, and a catalyst for maintaining
focus and momentum.

Mini-conferences at the divisional
and subsidiary level address local
issues. They can contribute to the qual-
ity of an annual worldwide confer-
ence—by saving time, streamlining the
process, focusing on the global issues,
and developing proposals for appro-
priate response at the corporate level.

International companies large and
small have come to recognize that in
times of strategic and organizational
transition, it isuseful and necessary for
managers to get together to plan and
communicate the changes, develop
new skills, and most important,
harness their collective energy to diag-
nose and respond to the challenges
before them. fl
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