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st few

months, on an al-

most weekly basis.

the American press
has reported the dedsion of yet
another major company toshift
at least a few hundred whige-
wollar jobs 1o India, It is cear
that India enjoys a huge com-
parative advantage in many
knowledge-intensive  services
that can be delivered remotely.
This is obviously good for the
Indian econx and for help-
ing build a more upscale brand
image for India.

However, does the ongoing
shift of jobs from the US w India
imply that Indian companies
are poised 1o emerge as global
leaders in their respeative in-
dustries? Not necessarily. Just
like the case of the discarded old
proverbabout “‘What's good for
General Motors is good for the
US’, gone are the days when
what's good for Indian compa-
nies will also be auomarically
good for India

Companies thrive when they
are able o create sustainable
comperitive advantage against
other players who
are out 1o steal their
breakfast. lunch,
possibly also
dinner. In a global
CCONOMY, countries
such as India are
opening their bor-
ders 1o rade and in-
vestment by MNCs
from almaost any part
of the world. In such
a welcoming environment. the
comparative advantage of India
asa location is available as much
1w an IBM or a Merck as it s o
an Infosys or a Ranbaxy.

As a recent Business Week cov-
er story on “The Rise of India®
noted, the number of employ-
ees at GE India is approaching
20,000, at IBM India 10,000,
and a Oracle India 6,000,
There is no reason why smart
voung Indians should preferto
work for a domestic Indian
company rather than the India-
hased operations of a multina-
tional. If India has high-calibre
talent available in large o
bers and ai a reasonable cost,
this asset can be capitalised on
just as well by foreign multina-
tionals-as by Indian ones. In an
open economy, global competi-
tive advamiage depends far
more on how the company is
organised and managed than it
does on whether it happens 1o
be Indian, American, Japanese
or Chinese,

For any multinational firm,
there are three primary sources
of global competitive advan-
tage, which are discussed below:
A major weakness inany one of

India’s Global Wars

them can sin

he company

OFTIMALITY OF VALUE
CHAN ARCHITECTURE
The operations of every compa-
ny can be disaggregated into a
number of value chain activi-
ties such as basic research
product development, compo-
nent manufacturing, final as-
s ) and service, For
cach activity, value chain archi-
tecture refers to the number of
locations globally where the ac-
tivity is performed, the identity
of these locations, and the
strateglc mission assigned fo
each location
There is no u
mil global archit
concentration in one location or
dispersion 10 many locations).
What is globally optimal varies
across companies, as well as
across value chain activities
within the same company; fur-
ther, what is optimal
romormow may differ
from what is optimal
y. For a compa-
ny such as Caterpil-
lar, the optimal ar-
chiteciure for R&D is
concentration in a
very small number
of locations; in con-
trast. the optimal ar-
chitecture for sales
and service is decentralisation 1o
almost every couniry where
Caterpillar does business.
Microsoft's decision 1o set
a corporate research lab in Bei-
jing, China and assign (0 it
worldwide responsibility for re-
search on speech recognition, is
an example of an architecrural
decision. So is the decision by
Infosys to locate the headquar-
ters of its worldwide marketing
function in California rather
than in Bangalore. So also isthe
dedsion by GE to shift a sub-
stantial chunk of its core RED
ies from the US and other
ions 1o the John F Welch
Technology Center in India.

Archilectural decisions are
important because they funda-
mentally affect the cost. quality
and speed with which the com-
pany can accomplish a particu-
lar task. It is impossible to imag-
ine how Nike or Reebok could
survive [or even one yearifthey
were o be mamuifacturing shoes
in the US or Europe rather than
in Asia — or if in the ecarly

actly

nineties. they had not shifted
the production base from an
creasingly expensive South Ko
rea to cheaper locations in Chi-
na and Vietnam.

COMPETENCE BASE AND SCALE OF
OPERATIONS AT EACH LOCATION
Picking the right k T
cial. However, the effeciveness
of the company’s operations at
cach location is ofien even mone
crucial. Effectiveness at the loca-
tion depends on the compe-
tence base embedded in the
people and the organisation, 0%
well as on the scale of opera-
tions, South Alrican Breweries
(SAB) provides a good example
of how the competence base of
different companies can vary
widely, even within the same in-
dustry and country.
SAB is one of the few multi-
nationals from ourside China 1o

have succeeded with domestic
operations within China, Be-
fore entering China, SAB had
considerably greater experience
at managing operations in de-
veloping economies than s
competitors from Europe or the
US. Asa consequence, in China,
SAB proved to be much more
skilful at acquiring and restruc-
wring a number of formerly
state-owned breweries, thereby
creating a huge early mover ad-
vantage for itsell,

The third driver of global com-
petitive advantage is the el
1iv s and speed with which
the multinational firm is able 1o
coordinate its activities at vari-
ous locations. The payoll from
effective coardination is gener-
ally muhi-pronged. If your sup-

ply chain is globally dispersed,
the salicnee of effeciive global
coordination is obvious.

This is a lesson that Nokia
learned after a crisis in the
mid-199%0s. Nokia ¢ gers
believe that they have at most
a few weeks' technology ad-
vanlage over competitors. In
order o capitalise on this ad-
vantage, it is crucial that
Nokia's global supply chain co-
ordination be absolutely first-
rate, There is littheto be gained
from a few weeks' advantage
in the corporate labs if all of
this advantage gets dissipated
the time products get dis-
tributed in the mark

The benefits from elfective
global coordination go beyond
supply chain  management
Consider the benefits  from
sharing of know-how across the
global network, As Unil has

discovered, lessons regarding
successful rural marketing can
be profitably translerred from
India to Brazil. Similarl
discovered thatsending some of
its key managers from Brazil 1o
Russia during the 1998 financial
crisis was one of the smanest
5 it did during that period.
The Brazilian managers knew,
deep in their bones, how 1o
manage in a hyperinflationary
environment, and could stan
implementing these lessons
right away in Russia

Yet another benefit from ef-
fective global coordination
manifests itseli in the form ol
SIArLET COmmj ve strategics
against other global players.
Take Coca-Cola and Pepsi.
which compete in  virually
every counmry on earth. This
global war is analogous 10 a
game of chess where its no
vour pawn against the oppo-
nent’s pawn; rather it's your
entire portiolio against the op-
ponent’s entire portiolio. So
there's an advantage in looking
a siTalegies across countriesina
coordinated rather than  dis-
jointed fashion.

In another decade. major
competitors in most industries
in most countries will all be
multinational players. Some of
these might be headquarnered
im the US, others in Europe, yet
others in Japan. China and In-
dia. Axthat point, as is already
true in the case of General M
tors vs Toyota, it would be
pointless 10 focus on which
company has greater global
presence than its competitors.
The imponant question would
be which company is smarter
at converting global presence
imto global competitive advan-
tage.

General Motors is bigger
than Toyota and has been
present in more markets for
longer periods than Toyota
Yet Toyota's current market
capitalisation exceeds that of
GM. Ford, and Daimler-
Chrysler combined, Moreover,
looking at current trends, Toy-
ota appears highly likely 1o
take over the number one
global marketshare position
from GM and Ford.

The race is won not by those
who are merely bigger but by
those who are smarier.
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