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Preface

With a decade of experience working for two India-based global services providers,
as Head Enterprise Application Services Europe at Wipro Technologies and as
Country Manager Germany at Mahindra Satyam (today Tech Mahindra), comple-
mented by a couple of years with the Germany-based IT business software company
SAP responsible for their global university liaison program with more than 450
academic institutions around the globe, I experienced the issues of working with
emerging economies from Bangalore to Cochin, from Hyderabad to Chennai domi-
nated by cross-cultural challenges from Abu Dhabi to Helsinki, from Stanford to
Beijing, from Zurich to Sydney concluding that perception and prejudice are domi-
nating when we start forming global teams.

At the India Week Hamburg (Germany) 2011 was an event organized by the
Hamburg German Indian Society and the German Indian Round Table (GIRT) with
the title “Dance with the Tiger — The Indian Tiger has awakened. Whoever wants to
compete with him needs to sharpen his claws”. When I showed it to my Indian col-
leagues, the immediate reaction was: “Tigers don’t dance! — Why don’t they take the
peacock? It is the symbol of grace, joy, beauty and love and it is the national bird of
India”. There is obviously a significant difference how we perceive people from
other cultures and how they perceive themselves and how they believe the rest of the
world perceives them. India’s Ministry of Tourism has been running a campaign
“Incredible India” over the years. One of their advertisements shows the close-up of
a tiger’s face with the headline “Not all Indians are polite, hospitable and vegetar-
ian”, assuming, that the rest of the world shares their sense of humor. At least the
Germans might take this serious.

At the same event, there was a session with the title “Renewable Energies in
Hamburg and India” organized by the Hamburg Chamber of Commerce. They
invited CEOs from regional solar energy companies, mostly SMEs and start-ups
and representatives from the Federation of India Chamber of Commerce & Industry
(FICCI). The Indian delegation offered “huge opportunities for German SMEs
doing business in Rural India”, implicitly assuming, that the Germans knew about
Rural India. The Germans were very interested, implicitly assuming that the Indians
knew about Rural Germany, so it could not be that different. The result of the event
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was that both sides did not understand each other because they still perceived what
they wanted to perceive.

Cross-cultural sensitivity has turned out to be the most demanding area when
leading global teams, especially in times of polarization when tolerance is decreas-
ing. It starts with respect, learning about each other’s cultural sensitivity and it is
bidirectional. During my time as Country Manager Germany for Mahindra Satyam
one of my team members was arrested by the police one day, because he had deco-
rated his apartment with swastikas. The swastika was used by the Nazis and its use
is prohibited in Germany and there is still a significant emotional potential in
Western Europe for an EU-wide ban of the symbol. European Hindus are opposing
these attempts. The swastika is an ancient Hindu symbol representing luck and
prosperity and is one of the most popular ways of decorating rooms during Diwali,
India’s festival of light. What happened? My Indian colleague had been living in
Germany with his family for three years already and was socially well integrated
into the German neighborhood. With the door to his apartment left open, a neighbor
saw the swastikas and called the police. A cross-culturally mature reaction would
have been that the German neighbor explained the sensitivity of the swastika in
German society while respecting religious practices without calling the police and
my Indian friend being more discreet respecting local sentiments. I worked in teams
with Christians, Muslims, Hindus, Buddhists, Sikhs and Jews. We were celebrating
Christmas and Diwali and respected Ramadan. There is additional conflict potential
when people from culturally more tolerant societies are working in teams with peo-
ple from less tolerant societies. While people from less tolerant societies are expect-
ing “integration”, people from more tolerant societies are expecting “tolerance”.

Culturally induced different work styles have direct impact on the team perfor-
mance. European customers had problems to accept Indians as project or program
managers. Prejudices like “Indians are too soft, they cannot say NO *, were com-
mon. I even had the same complaints from a German customer about one of my top
French program managers. One of the generic cultural differentiators is time man-
agement, a critical factor for successful project execution. I experienced German
project teams as time oriented with fixed milestones while the Indians appear more
target oriented with variable milestones. Both methods can result in successful proj-
ect executions (on time, on target, on budget) when managed properly. Germany,
Switzerland, U.S. are monochronic time (M-time) cultures. That is one-thing-at-a-
time, following a linear form. Monochronic cultures stress a high degree of schedul-
ing and an elaborate code of behavior built around promptness in meeting obligations
and appointments. India, the Arab part of Middle East, Latin America belong to
polychronic time (P-time) cultures. Many things may occur at once since many
people are involved in everything, and interruptions are frequent. Human relation-
ships and interactions are valued over “arbitrary” schedules and appointments.
Imagine what happens when Germans (M-time) and Indians (P-time) are working
in a joint project team with an Indian program manager without cross-culture train-
ing. Well, it happened to me and it was the trigger for this book.

After returning to academia I started sharing my experiences teaching “The
Issues and Challenges of Operating within the Context of an Emerging Economy”
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at the University of Strathclyde in Glasgow, United Kingdom, followed by a more
formal, scientific didactical approach developing the course “Global Communication
and Collaboration” at the University of Applied Sciences and Arts Northwestern
Switzerland in Windisch for computer science students.

Six phases to develop the necessary competencies for successfully managing
global virtual teams have been derived from interacting with more than 180 students
in an evolutionary process: selecting the best global sourcing strategy and partner,
risk assessment of working with emerging economies, developing best practices for
intercultural competencies, applying professional international project management
methods, optimize virtual teams, and develop international conflict management
strategies.

Parallel to this course I developed a new combined learning concept in business
informatics with a holistic view of the linked business process chain ERP-SCM-
CRM-BI-Big Data as combined roleplay, online business simulation/serious gam-
ing, and a text book “Integrated Business Information Systems” in German (http://
www.springer.com/de/book/9783662437193) and English (http://www.springer.
com/us/book/9783662532904) funded by Lucerne University of Applied Sciences
and Arts, Lucerne, Switzerland. Enterprise Resource Planning (ERP), Supply Chain
Management (SCM), Customer Relationship Management (CRM), Business
Intelligence (BI) and Big Data Analytics (BDA) are business related tasks and pro-
cesses, which are supported by standardized software solutions. This requires busi-
ness oriented thinking and acting from IT specialists and data scientists. It is a good
idea to let students experience this directly from the business perspective, for exam-
ple as executives of a virtual company in a serious gaming environment. The course
simulates the stepwise integration of the linked business process chain ERP-SCM-
CRM-BI-Big Data of four competing groups of companies. The course participants
become board members with full P&L responsibility for business units of one of
four beer brewery groups each from production to retailer.

The story is a combination of facts and fiction. Global and local beer markets are
occupied by beer giants. Four investor groups have acquired the independent brew-
eries including their entire supply chains (Alpha Beer, Green Beer, Royal Beer,
Wild Horse Beer). Each group has four retail chains distributed all over the country.
There is a typical post merger situation right after the foundation of the four groups
with business units having different business processes, product portfolios, rules,
tools and IT infrastructures.

With the strategic goals of an ERP implementation (standardizing business pro-
cesses, standardization of master data, optimization of the IT infrastructure) the post
merger situation will be cleared. The next step is to optimize the supply chains
introducing Supply Chain Management (SCM) techniques. With a focus on sales
and marketing Customer Relationship Management (CRM) is implemented initiat-
ing the direct competition of the four groups. Real time Big Data Analytics is the
final step for the successful implementation of Integrated Business Information
Systems. Roleplay and gaming phases alternate gradually, starting with the forma-
tion of the business units and the analysis of the initial business situation. That fin-
ishes the course.


http://www.springer.com/de/book/9783662437193
http://www.springer.com/de/book/9783662437193
http://www.springer.com/us/book/9783662532904
http://www.springer.com/us/book/9783662532904
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The virtual gaming environment www.kdibis.com is the web based business
simulation system created specifically for these courses. It is complementary to the
book with templates for decisions and presentations including simulation result.

Global Communication and Collaboration represents phase five of the imple-
mentation of the process chain ERP-SCM-CRM-BI-BIG DATA: outsourcing of IT
and Business Services. The story continues: the four beer groups Alpha Beer, Green
Beer, Royal Beer, Wild Horse Beer have grown into global beer giants with a global
presence on almost all continents. They are the avatars for Anheuser-Busch InBeyv,
Carlsberg, Heineken, SABMiller. All of them have outsourced their IT and Business
Services to captive centers. Alpha Global IT & Business Services, Green Global IT
& Business Services, Royal Global IT & Business Services, and Wild Horse Global
IT & Business Services have become profit centers in our simulation. Additional
they have decided to offshore parts of their services to one or two India-based global
service providers (gdigservices and idktech).

Students will become the leadership teams with roles as service cluster heads for
ERP, SCM, CRM, Big Data Analytics (BDA) headed by a Program Manager. IT &
Business Service Centers are profit centers contributing directly to the profitability
of the business. After developing the necessary competencies, teams will make stra-
tegic decisions for each of the six phases in the kdibis business simulation to gain
competitive advantage and increase the market share for their respective company.
The instructor is included into the roleplay as chairperson discussing the perfor-
mance of each team in formal board review meetings.

Team sizes can vary from ten persons with at least two competitors up to forty
persons with four companies and two students per role. The ideal size is twenty, four
teams with one person per role. The ideal class room would be a room with four
separate round or squared tables for eight to ten people. Those “learning islands”,
one for each company, have turned out to be extremely important for an immediate
identification of the groups with their company, developing their own group dynam-
ics from day one, while sensing the other groups in the room. It is a noisy experi-
ence with a lot of emotions, laughter and fun.

I have the same experience with my MBA classes at City University of Seattle in
Lucerne, teaching Essentials of Business Management and Business Strategy using
the Capsim Business Simulation (www.capsim.com) with up to 30 students from
around the globe, a real multi cultural experience. And it works right from the
beginning. It is the first course they are taking just a couple of days after they arrived
in Switzerland without knowing each other. That changes immediately after the first
day of working together. And it is proof that with the right leadership and coaching
you can build successful teams without sending them into boring team building
programs, just focusing on the tasks at hand.

In the end, we all have more in common than some people want to make us
believe. And what differentiates us makes the world just more colorful and
interesting.

Thank you to all my students at University of Applied Sciences and Arts
Northwestern Switzerland, who helped me finding the right way, and I apologize to
all of you, who suffered from some of my experiments gone wrong.


http://www.kdibis.com/
http://www.capsim.com/
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Chapter 1
Introduction

Abstract Global sourcing is about working in virtual teams in a global, multicul-
tural environment. It requires a significant amount of organizational and behavioral
change of people and organizations. Understanding cultural differences in working
styles is key for successful global project management. Theories of international
management, company internationalization, cultural dimensions and distances are
helping to develop cross-cultural competencies and conflict management styles for
international project managers. This course simulates the stepwise outsourcing of
global IT and business services to shared services centers as profit centers of four
global beer groups.

1.1 Introduction

Global sourcing is about working in virtual teams in a global, multicultural envir-
onment. It requires a significant amount of organizational and behavioral change
of people and organizations. Organizational change management is the method to
eliminate resistance against change and improve organizational readiness. Organi-
zational readiness is the measure for the changeability of an organization.

There are four key factors which have significant impact on global collaboration:

e Speed

* Social change

e Historical inheritance
e Cultural gaps

Understanding cultural differences in working styles is key for successful global
project management. Theories of international management, company internation-
alization, cultural dimensions and distances are helping to develop cross-cultural
competencies and conflict management styles for international project managers.
They will understand modern theories and methods of international management
and will be able to apply these to practical project management problems. They
understand the benefits and challenges of international cooperation and know how
to identify modes of cooperation that are relevant to the needs of international
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teams. High attrition in the IT services industry in emerging economies requires a
focus on knowledge retention rather than people retention. Attrition and rotation of
highly skilled and experienced talents add to the challenges to build and work in
virtual teams.

This course simulates the stepwise outsourcing of global IT and business ser-
vices to shared services centers as profit centers of four global beer groups Alpha
Beer, Green Beer, Royal Beer, Wild Horse Beer. They are the avatars for Anheuser-
Busch InBev, Carlsberg, Heineken, SABMiller. All of them have outsourced their
IT and Business Services to captive centers. Alpha Global IT & Business Services,
Green Global IT & Business Services, Royal Global IT & Business Services, and
Wild Horse Global IT & Business Services have become profit centers in our simu-
lation. Additional they have started the process to offshore parts of their services to
India. The course begins in a phase when two India-based global service providers
(gdigservices and idktech) have already been selected and the integration of the
offshore providers has started.

Students will become the leadership teams with roles as service cluster heads for
ERP, SCM, CRM, Big Data Analytics (BDA) headed by a Program Manager.

IT & Business Service Centers are profit centers contributing directly to the prof-
itability of the business. After developing the necessary competencies, teams will
make strategic decisions for six phases in the kdibis business simulation (www.
kdibis.com) to gain competitive advantage and increase the market share for their
respective company.

Phase 1: Select the best global sourcing strategy and partner.

Phase 2: Risk assessment of working with emerging economies.

Phase 3: Develop best practices for intercultural competencies.

Phase 4: Implement professional international project management standards.
Phase 5: Optimize virtual teams.

Phase 6: Develop international conflict management strategies.

Each phase finishes with a set of decisions to be made by each team in the online
business simulation system kdibis. Those decisions are based on real studies and
surveys, but are not included in the book. They will be disclosed only after the teams
made their respective decisions online to compare their results with the reality. The
closer students’ match the real surveys, the bigger becomes their market and profit-
ability gain. Since the beer market is saturated and actually shrinking year by year,
growth can only be achieved by stealing market shares from the competition.

This makes the book and the online simulation mandatory components for the
course.

The instructor is included into the roleplay as chairperson discussing the perfor-
mance of each team in formal board review meetings.

The book is separated into three parts.

Part I: Role based business simulation. Introduction of the role based simulation
environment kdibis, the story, methods and background information for the
online simulation including the registration process and game initiation.
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Part II: Course content for the six phases for building competency. The online deci-
sions complete each phase.

Part I11: Complementary course material including case studies and company pro-
files of the virtual kdibis world.

All other course material like templates for presentations and review meetings are
available as downloads from kdibis.



Part I
Role Based Business Simulation

Abstract

Introduction of the role based virtual simulation environment kdibis, the story,
methods and background information for the online simulation including the regis-
tration process and game initiation.



Chapter 2
Preparation and Initiation

Abstract Introduction of the role based virtual simulation environment kdibis, the
story, methods and background information for the online simulation including the
registration process and game initiation.

2.1 Preparation

In order to log in to the Global Sourcing Game as integrated part of this text book
you must be registered either as a supervisor or a student. The supervisor registra-
tion is not required for participation in a course. The student authorization will be
carried out by the supervisor.

In order to register as a supervisor this book is mandatory. Vice versa the full
utilization of this book requires the game, since the decisions as exercises at the end
of each chapter will be mapped against industries’ best practices which will only be
disclosed after students performed these exercises online.

The complete registration process is described in a separate online manual as
download:

1. Go to http://www.kdibis.com and click Login.

2. Select Global Sourcing Game English.

3. Login as guest and enter the IT and Business Service Center in the brewery
building.

4. In the lobby click the kdibis logo right of the elevator door to get into the visitor
center.

5. Go to the check-in and then select downloads and download the supervisor man-
ual. There you will find detailed instructions for the registration, for building
your own course environment and how to run the Games.

2.2 Game Structure and Organization

Games are organized in classes. Each supervisor account can create a virtually
unlimited number of classes.

© Springer-Verlag GmbH Germany 2017 7
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Each class can create a virtually unlimited number of games, but only one game
can be active at any time. Games can be archived and reloaded if needed.

Each class has a number of registered students. Students are organized in teams
(Alpha, Green, Royal, Wild Horse). Each team member has a specific role (Head IT
Services, Cluster Head ERP, Cluster Head SCM, Cluster Head CRM, Cluster Head
BDA). The ideal team size is five. There can be more than one member per role, ide-
ally not more than two. All roles have the same privileges except the Head IT Services.

Supervisor are identified by their email address. There can be one supervisor
registration per email address only. The same email address can be used as user
name to be registered in a virtually unlimited number of classes as student, but only
in one role per class.

There are four steps to initiate a course and game.

2.3 Step 1: Supervisor Registration

The detailed registration process is described in the supervisor manual (see
Sect. 2.1):

Go to http://www.kdibis.com and click Login.

Select Global Sourcing Game English.

Click register, complete the registration form and Submit.

A confirmation mail will be sent to the registration email address which will
serve as user name and an automatically generated passcode. This passcode can-
not be changed.

With clicking the activation link the supervisor registration is completed.

6. Since the free unlimited use of the kdibis gaming site is linked to this text book,
an eligibility check is required the first time a supervisor is logging in (Fig. 2.1).
A random set of four images from the book will have to be identified with their
correct figure number in the right sequence. If one of the answers is not correct,
a new set of four images will be generated.

el o e

9]

2.4 Step 2: Creating Classes

The detailed registration process is described in the supervisor manual (see
Sect. 2.1):

1. Go to http://www.kdibis.com and click Login.

2. Select Global Sourcing Game English.

3. Login as supervisor and enter the /T and Business Service Center in the brewery
building.

4. In the lobby click the Alpha Beer logo on the left side of the elevator. Click
Access Control. When your login was successful you should be identified as


http://www.kdibis.com/
http://www.kdibis.com/

2

.5 Step 3: Creating Games 9
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Fig. 2.1 Supervisor eligibility check

Chairperson and the palm scanner left should be green. Click the green button,
go to the offices, and click the kdibis icon on the screen.

. In the supervisor menu click administrator and select class admin, then create

class.

Enter a Class Title and Submit. When successful, a registration mail was sent to
the supervisor with an activation link.

Once done, go back to the supervisor menu and select the just generated class as
active class. If there are more than one classes., the actual active class will be
active during the entire session.

See the supervisor manual for more class admin options.

2.5 Step 3: Creating Games

The detailed game creation process is described in the supervisor manual (see
Sect. 2.1):

1.

In the supervisor menu click administrator and select game admin, then new
game.

For each of the four teams Alpha, Green, Royal, Wild select the active class.
The game type is CULT — Cross Culture, enter institution and a game title and
Create Game for all four teams.

See the supervisor manual for more game admin options.
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2.6 Step 4: Register Students

The detailed registration process is described in the supervisor manual (see
Sect. 2.1):

1. In the supervisor menu click administrator and select student admin, then regis-
ter student.

2. Enter the student email.

3. Once the students have completed the activation with entering first name and
name, the supervisor will have to assign them to a game and a role.

4. In the student admin menu select student role.

. Select the team (Alpha Beer, Green Beer, Royal Beer, Wild Horse Beer).

6. Select arole (Program Manager, Cluster Head ERP, Cluster Head SCM, Cluster
Head CRM, Cluster Head BDA and Submir).

91

2.7 Student Login

Once students have registered for an active game and assigned to a team and role,
they can login with their credentials:

http://www.kdibis.com => login => Global Sourcing Game English.

Login with email address and password.

Enter the IT and Business Service Center in the brewery building.

In the lobby click the logo of your company (Alpha, Green, Royal, Wild Horse)

on the left side of the elevator. Click Access Control.

5. When your login was successful you should be identified with your role and the
palm scanner left should be green.

6. Click the green button, go to the office, and click the kdibis icon on the screen.

Sl o

The student cockpit (Fig. 2.3) will be used for the decisions in Chaps. 3 to 7 (Global
Sourcing Initiative, Emerging Economies, Intercultural Competence, International
Project Management, Conflict Management in International Projects).

2.8 The Story

2.8.1 History

A couple of years ago 4 investors had acquired four breweries including their entire
supply chains with 4 retail groups, distributor, wholesaler, and factory each (Alpha
Beer, Green Beer, Royal Beer, Wild Horse Beer) (Fig. 2.2). In a four phases process
they implemented the linked business process chain ERP-SCM-CRM- BI-BIG
DATA. ERP for the standardization and consolidation of business processes, mas-
ter data, and IT infrastructures. SCM for the optimization of the supply chains with
the goal of minimizing inventory while guaranteeing delivery. CRM as marketing


http://www.kdibis.com
http://dx.doi.org/10.1007/978-3-662-53150-1_3
http://dx.doi.org/10.1007/978-3-662-53150-1_7
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Fig. 2.2 Company logos

instrument for demand generation, and finally BI-BIG DATA for the realtime anal-
ysis of markets and competitors. This is part of the text book Integrated Business
Information Systems in German (Gronwald 2015) and English (Gronwald 2017),
and the kdibis business game (www.kdibis.com).

2.8.2 The Presence

Global Communication and Collaboration represents phase five of the implementa-
tion of the process chain ERP-SCM-CRM-BI-BIG DATA: outsourcing of IT and
Business Services. The story continues: the four beer groups Alpha Beer, Green
Beer, Royal Beer, Wild Horse Beer have grown into global beer giants with a global
presence on almost all continents. They are the avatars for Anheuser-Busch InBeyv,
Carlsberg, Heineken, SABMiller. All of them have outsourced their IT and Business
Services to captive centers. Alpha Global IT & Business Services, Green Global IT
& Business Services, Royal Global IT & Business Services, and Wild Horse Global
IT & Business Services have become profit centers in our simulation. Additional
they have decided to offshore parts of their services to one or two India-based global
service providers (gdigservices and idktech).

Students will become the leadership teams with roles as service cluster heads for
ERP, SCM, CRM, Big Data Analytics (BDA) headed by a Program Manager.

The instructor is included into the roleplay as chairperson discussing the perfor-
mance of each team in formal board review meetings.

2.9 The Game

IT & Business Service Centers are profit centers contributing directly to the profit-
ability of the business. After developing the necessary competencies, teams will
make strategic decisions for six phases in the kdibis business simulation to gain
competitive advantage and increase the market share for their respective company.
At the end of each phase the supervisor will grant access to the corresponding exer-
cise in the student cockpit (Fig. 2.3).


http://www.kdibis.com/
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Each phase finishes with a set of decisions to be made by each team in the online
business simulation system kdibis. Those decisions are based on real studies and sur-
veys, but are not included in the book. They will be disclosed only after the teams made
their respective decisions online to compare their results with the reality. The closer
students’ match the real surveys, the bigger becomes their market and profitability gain.

2.9.1 Phase 1: Global Sourcing Initiative

Select the best global sourcing strategy and partner. This phase has two decisions:

1. Paired comparison method and scoring model (Sects. 3.17 and 3.7). The result
will be the decision for a single or a multi vendor model and in case of a single
vendor which one.

2. Global sourcing priorities (Sect. 3.18). Students will rank twelve criteria and
mark the impact of each decision as high or low. The results will be mapped
against industry best practices and will have impact on the market shares of the
four competitors.

2.9.2 Phase 2: Emerging Economies

Decisions are to be made about the priorities of emerging economy risks (Sect. 4.4).
The results will be mapped against industry best practices and will have impact on
the market shares of the four competitors. Students will rank fourteen criteria and
mark the impact of each decision as high or low.

2.9.3 Phase 3: Intercultural Competence

Students will rank six job preferences and mark the impact of each decision as high
or low (Sect. 5.6). The results will be mapped against the results of international
studies and will have impact on the market shares of the four competitors.

2.9.4 Phases 4, 5: International Project Management, Virtual
Teams

Decisions are to be made about the priorities of virtual team priorities (Sect. 6.4).
Students will rank eighteen criteria and mark the impact of each decision as high or
low. The results will be mapped against industry best practices and will have impact
on the market shares of the four competitors.


http://dx.doi.org/10.1007/978-3-662-53150-1_3#Sec31
http://dx.doi.org/10.1007/978-3-662-53150-1_3#Sec16
http://dx.doi.org/10.1007/978-3-662-53150-1_3
http://dx.doi.org/10.1007/978-3-662-53150-1_4#Sec4
http://dx.doi.org/10.1007/978-3-662-53150-1_5#Sec10
http://dx.doi.org/10.1007/978-3-662-53150-1_6#Sec9
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2.9.5 Phase 6: Conflict Management in International Projects

Students will rank five conflict management styles for fifteen countries (Sect. 7.5).
The decisions will be compared with the results of a survey and will have impact on
the market shares of the four competitors.

2.10 Roleplay

For each Chaps. 2-7 templates team review meetings and presentations are avail-
able online.

http://www.kdibis.com => login => Global Sourcing Game English.

Login with email address and password.

Enter the IT and Business Service Center in the brewery building.

In the lobby click the kdibis logo right from the elevator door and enter the visi-
tor center.

5. Go to the check-in and then select the appropriate templates from downloads.

b S
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Part I1
Course Content and Theory

Abstract

Global sourcing initiative, the challenges of working with emerging economies,
intercultural competencies, international project management, working in virtual
teams, conflict management in international projects are the six phases for develop-
ing competencies for the success of global virtual teams as combination of theory,
role play and serious gaming.



Chapter 3
Global Sourcing Initiative

Abstract The global sourcing initiative introduces global sourcing principles,
global sourcing strategies, delivery models and client vendor partnerships. The final
vendor selection process includes discussions of engagement roadmaps, organiza-
tional readiness and process models, completed by decisions for a vendor and for
global sourcing priorities.

3.1 Global Sourcing Principles

Although there has been quite a common understanding among various authors
about the distinction between offshoring and outsourcing, in daily business they are
often used “almost as synonyms” (Agerfalk and Fitzgerald 2008) (Fig. 3.1).

In order to be more precise, offshoring is linked to location, while outsourcing is about
governance (see Davis et al. 2004) or ownership (see Miroudot et al. 2009). In other words,
offshoring does not require an external service provider, while outsourcing can be done
anywhere.

In-house offshoring, without the involvement of an external service provider,
captive centers, is dominating shared services still. According to these definitions,
there is no difference between offshore and nearshore, both are the same: delivering
services from a foreign country.

The selection criteria for the location of an offshore center are linked to costs,
logistics, availability of resources, taxes, legal restrictions, political stability, etc.,
but they do not have impact on the governance or delivery model needed for running
an offshore center; the same rules apply to any location.

Outsourcing, on the other hand, does have significant impact on the governance,
delivery system and the firm’s organization (onsite or captive). Thus, the basic ques-
tion when it comes to sourcing models is not so much where, but what, why and how.

There are some observations which are misleading the discussion about the right
sourcing model inside a firm and between a firm as a customer and an outsourcing
vendor.

Many sourcing discussions still are about nearshore versus offshore, although
there is no difference between them. Both represent one and the same sourcing
model: a location outside the firm’s premises in a foreign country (but not necessar-
ily outside the firm’s boundaries) (see Miroudot et al. 2009).

© Springer-Verlag GmbH Germany 2017 17
K. Gronwald, Global Communication and Collaboration,
DOI 10.1007/978-3-662-53150-1_3
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Fig. 3.1 Sourcing models, Gronwald (2012)

Many research and statistics do not make any difference between what to off-
shore or outsource, “service functions” like IT and administration (cost factors) or
“product functions” like R&D, engineering services, innovation or product develop-
ment. But, this distinction has a significant impact on the right decision when it
comes to outsourcing.

According to Peeters et al. (2010), cost savings have been the main arguments for
offshoring and outsourcing decisions on vendor and on customer’s side with off-
shoring into low-cost countries and out-sourcing discussions about labor arbitrage
and rate cards. This implicitly suggests that service functions would be the major
offshoring/outsourcing components traditionally and product functions have come
into the discussion only recently. It is just the opposite.

Although less than 10 % of the companies were going offshore until 1998-1999,
two functions have been dominating since the beginning: IT as cost factor, and inno-
vation services (R&D, engineering, product design) as production factors (see
Manning et al. 2008; Peeters et al. 2010). Innovation services were the leading off-
shored services between around 1993 and 1996. Between 1998 and 2000, when the
offshoring wave started on a larger scale, IT became the dominating offshored ser-
vice, but still followed by innovation services.

3.2 Global Sourcing Strategies

3.2.1 Delivery Model

Global sourcing of talent as procurement centric task, a company not a service pro-
vider driven activity, has evolved into global sourcing as integrated part of vendor’s
delivery model, based upon the traditional global delivery model, expanded into an
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advanced shared competency delivery model which integrates support, maintenance
and project execution, providing services using virtualized delivery centers across
the globe with a standard platform of tools and processes (Gronwald 2012).

The model serves the major market demands of global sourcing:

e Cost savings,
» Flexible capacity,
* Gaining access to new technology

with a

* Dedicated customer facing team,
e Virtually zero bench

and is based on the principles of knowledge retention versus people retention accept-
ing attrition as part of the process.

Teams can share knowledge, locate the best resources, and manage projects in real-
time from anywhere in the service provider’s global network. Those company’s DNA is
task based, not geographically based. The best resources for a specific project may be
anywhere on the global delivery network; for example, Microsoft.Net and Java experts
in Shanghai; ERP resources in Buenos Aires; finance and accounting expertise in
Bangalore; and shared services for testing in Budapest and Chennai (Cognizant 2012).

3.2.2 Client-Vendor Partnership

Many relationships between customers and vendors are built on mutual mistrust:

* Bringing in a second vendor as competitor, because the current one has become lazy,
* Playing vendors against each other in order to gain the best price,

* Reward-penalty driven performance system,

* The most negotiated clauses in outsourcing contracts: warranty and liability.

3.3 Supplier Consolidation: Status

The vendor selection process has been finished with two of three phases.
Phase 1 reduced the number of suppliers, defined key suppliers and the
delivery concept.

* 12 key suppliers group by Infrastructure, Application Management Services, and
IT Governance Consulting.

Phase 2 identified the key suppliers having best fit.

* Request for Information (RFI) round early last year

* From 12 key suppliers down to 2 strategic supplier candidates

* Defined cross-organizational service packages for Application Management
Services (ERP, SCM, CRM, BI, Big Data)
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* Each service package assigned to selected candidate strategic supplier for
competition
e Two finalist have been identified: Gdigservices and Idktech

3.4 Gdigservices

3.4.1 Gdigservices Profile and Delivery Model

First finalist — India-based global service provider Gdigservices (Fig. 3.2). For the
complete profile see Sect. 10.1.

e Delivery centers in 54 countries with 50 global delivery centers and 25 near-
shore centers (Fig. 3.3).

e More than 90,000 associates in 54 countries (Fig. 3.4).

e The service portfolio includes application development, business process out-
sourcing, testing services, package implementation, consulting, and technology
infrastructure services (Fig. 3.5).

3.4.2 Gdigservices Capabilities Evaluation

Gdigservices capabilities evaluation scores (Table 3.1).

3.5 Idktech

3.5.1 Idktech Profile and Delivery Model

Second finalist — India-based global service provider Idktech (Fig. 3.6). For the
complete profile see Sect. 10.2.

Fig. 3.2 Gdigservices
logo

@

gdigservices
Globalsolutions

Flexible application outsourcing for maximum business value
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Fig. 3.3 Gdigservices global footprint

Our Proven Ability for Talent Procurement and Management

One of the top recruiters in India

Recruit from 240 campuses in

India covering all the tier
linstitutions and 60% of tier-2
institutions

92000
11300

3441 5400
Ak Global campus programs and
internships
1996 - 97 today
A strong leadership team Best-in-class training and development
= Most culturally diverse workforce = 15days/employee/year of mandatory training

= Top management - average of 15 - 20 years 150 full time faculty

Ability to conduct training for 6000 persons at one
time

= Technology experts - average of 5 - 10 years

= Over 800 PMI certified consultants, one of the
highest in India

Pioneers of Web based learning

Program Management Courses in Association with
global universities

gdig Academy of Software Excellence

Fig. 3.4 Gdigservices talents and competencies

» Idktech presence in 34 countries with global development and solution centers in
75 locations (Fig. 3.7).

* Globally 29,000 employees, more than 60 nationalities, 80 % with more than
three years experience (Fig. 3.8).

 Idktech portfolio includes outsourcing, consulting, and IT services (Fig. 3.9).
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Fig. 3.5 Gdigservices portfolio

Table 3.1 Gdigservices capabilities evaluation scores

Gdigservices Criteria

Score

Improve efficiency to invest in innovation

Increase productivity for application maintenance services

Leverage the expertise and economy of scale of the supplier

Increase service and cost flexibility

Reduce overall IT operating costs and deliver savings from day 1 onwards

Payment conditions to support cash flow

Balance risk and reward sharing between company and the supplier

N=REeCRNo N ENoRIENRIENRRY)|

Contract period guideline 3-5 years

Commit to deliver effectively across a multi-supplier environment

Engage the highest quality supplier personnel

Support a robust and flexible governance organization

Strategic suppliers help to drive IT transformation

[ceRIEN RRe NV

dktech

Global IT Services

Flexible application outsourcing for maximum business value

Fig. 3.6 Idktech logo
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Overall industry experience
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organization
>~ with 3+ years
6-10 Years overall industry
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3-6 Years 60+ Nationalities
) Emphasis on learning &
1-3 Years leadership development
<1 Year

Innovation at grass root level

Experience Fun @ work culture

Fig. 3.8 Idktech associates

Consulting

idktech turns vision into action, creating and sustaining stakeholder value. We
deliver insights and help our customers achieve strategic and operational
excellence, using our in-depth industry knowledge and expertise.

IT Services

idktech helps companies leverage IT to realize their business strategies,
explore new opportunities, create virtual enterprises, grow competencies, and
forge closer ties with their customers. We help clients architect change and
implement solutions across multiple platforms.

Outsourcing

idktech offers a wide range of outsourcing services that enable companies to
focus on core competencies, free up resources, enhance productivity, and
improve profitability. The idktech BPO provides access to unmatched
infrastructure, world-class resources, and highly talented, committed
professionals.

Fig. 3.9 Idktech portfolio



3.6 Sourcing Objectives 25
3.5.2 Idktech Capabilities Evaluation

Idktech capabilities evaluation scores (Table 3.2).

3.6 Sourcing Objectives

A set of objectives for outsourcing of IT services has been identified in three catego-
ries (sourcing, performance, and finance) but were not yet prioritized (Sects. 3.4.1,
3.4.2,3.4.3). In the vendor selection process these objectives were used to identify
those with the best fit. On a scale of one to ten two vendors were selected which
scored at least five in all criteria.

The final vendor selection process includes the decision for a single or multi ven-
dor model and in case of a single vendor the selection of the outsourcing partner.

A combination of two methods will be used: paired comparison method and
scoring model.

3.6.1 Performance Objectives

» Improve efficiency to invest in innovation
* Increase productivity for applications maintenance services
* Leverage the expertise and economies of scale of the supplier

Table 3.2 Idktech capabilities evaluation scores

Idktech Criteria Score
Improve efficiency to invest in innovation 8
Increase productivity for application maintenance services 7
Leverage the expertise and economy of scale of the supplier | 6
Increase service and cost flexibility 5
Reduce overall IT operating costs and deliver savings from 10

day 1 onwards

Payment conditions to support cash flow

Balance risk and reward sharing between company and the 8
supplier

Contract period guideline 3-5 years 6
Commit to deliver effectively across a multi-supplier 9
environment

Engage the highest quality supplier personnel 7
Support a robust and flexible governance organization 7

Strategic suppliers help to drive IT transformation 5
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3.6.2 Financial Objectives

* Increased service and cost flexibility

e Reduce overall IT operating costs and deliver savings from Day 1 onwards
e Payment conditions to support cash flow

e Balance risk and reward sharing between company and the supplier

e Contract period guideline 3-5 years

3.6.3 Relationship Objectives

* Commit to deliver effectively across a multi-supplier environment
* Engage the highest quality supplier personnel

* Support a robust and flexible governance organization

e Strategic suppliers help to drive IT transformation

3.7 Final Vendor Selection Process

3.7.1 Phase 1: Paired Comparison Method

Paired comparison involves pairwise comparison of entities in pairs to judge which
is preferable or has a certain level of some property (Fig. 3.10).

Step 1: Compare row criteria (A) with column criteria (B) and judge their impor-
tance. If ACI is less important than BC2, rate the corresponding field 0. That
makes AC2 more important than BC1. The field is marked with 2. If a row and
a column are seen as equally important, both corresponding fields will be
marked 1.

Step 2: Column C Value is the sum of fields C1-C12 of each row. It totals at the
bottom line (E). Column D Weight is calculated as percentage of the total (E).

3.7.2 Phase 2: Scoring Model

The evaluation scores (Figs. 3.6 and 3.11) of the two finalists, Gdigservices and
Idktech, will be multiplied with the weights (Fig. 3.11D) of the paired compari-
son method. The results are the weighted scores (Fig. 3.11G, I). They will be
summarized (Fig. 3.11K, L) and the results are the final scores. The vendor with
the highest final score is the preferred partner.
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Fig. 3.10 Paired Comparison Model

3.8 Engagement Roadmap: Maturity in Engagement
Governance

The engagement roadmap starts with the transition phase, an investment from both
client and vendor (Fig. 3.12). Wave 1 focuses on cost savings and process standard-
ization. As the maturity of the engagement grows, wave 2 adds to the customer
value with process optimization followed by wave 3 with active process re-
engineering. This is closely linked to the sourcing roadmap (Fig. 3.13) and the
engagement maturity evolution (Fig. 3.14).

The sourcing roadmap is an evolutionary process, starting with a simple staff
augmentation and evolving into a risk share partnership (Fig. 3.13).

3.9 Organizational Readiness

Working in virtual global teams requires a significant amount of organizational and
behavioral change of people and organizations. That requires that organizations and
people are changeable. Organizational readiness is the measure for the changeability
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Fig. 3.12 Engagement roadmap
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Fig. 3.13 Sourcing roadmap

of an organization. Organizational change management is the method to eliminate
resistance against change and improve organizational readiness. The degree of orga-
nizational readiness can be measured and controlled by a set of established quality
and process models (Fig. 3.15).
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Fig. 3.14 Engagement maturity evolution

Fig. 3.15 Process models

3.10 BS7799 and I1SO20000

The basis is the standard for information security management BS7799 (ISO
17799, 1S0O27001) (http://iso-17799.safemode.org/index.php?page=BS7799-2).
The ISO9000 quality standard was for years the standard for quality management.


http://iso-17799.safemode.org/index.php?page=BS7799-2
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It has been superseded by ISO20000, used today by many global IT service provid-
ers. It has become the standard for IT service management and is close to ITIL
(ISO/IEC20000 2012).

3.11 ITIL: Information Technology Infrastructure Library

ITIL provides a framework of Best Practice guidance for IT Service Management
and since its creation, ITIL has grown to become the most widely accepted approach
to IT Service Management in the world.

Core publications within ITIL (Figs. 3.16 and 3.17):

e Service Strategy

e Service Design

* Service Transition

e Service Operation

e Continual Service Improvement.

With the increasing integration of business and IT ITIL has become the basis for the
transformation of an IT organization from providing technology and infrastructure
to a customer-oriented service provider.

The term service provider can refer to internal or external organizations. There
are three different types of services providers (Bucksteeg 2012):

Continual | s
Service
Improvement

Service
Transition

,,, Continual

s Service

A Improvement
Yy

“\
Continual

The service lifecycle Service
Improvement

Fig. 3.16 The Service lifecycle, Source: www.itil.org
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Fig. 3.17 ITIL service lifecycle stages, source: www.itil.org

Internal Service Provider is an IT service provider, who belongs to the same busi-
ness unit as the client.

Shared Services Provider is an internal service provider, who provides services to
more than one business unit of the same company.

External Service Provider is an IT service provider, who belongs to another com-
pany than the client.

Alpha, Green, Royal and Wild Horse IT & Business Services are shared services
provider. They are planning to outsource part of their services to two external ser-
vice providers.

ITIL is structured in 5 phases, each with a set of processes and sub-processes
(ITIL Glossary 2011):

Service Strategy Service strategy defines the perspective, position, plans and
patterns that a service provider needs to execute to meet an organization’s
business outcomes. Service strategy includes the following processes: strat-
egy management for IT services, service portfolio management, financial
management for IT services, demand management, and business relationship
management.

Service Design includes the design of the services, governing practices, processes
and policies required to realize the service provider’s strategy and to facilitate the
introduction of services into supported environments. Service design includes
the following processes: design coordination, service catalogue management,
service level management, availability management, capacity management, IT
service continuity management, information security management, and supplier
management.


http://www.itil.org/
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Service Transition ensures that new, modified or retired services meet the expecta-
tions of the business as documented in the service strategy and service design
stages of the lifecycle. Service transition includes the following processes: tran-
sition planning and support, change management, service asset and configuration
management, release and deployment management, service validation and test-
ing, change evaluation, and knowledge management.

Service Operation coordinates and carries out the activities and processes required
to deliver and manage services at agreed levels to business users and customers.
Service operation also manages the technology that is used to deliver and support
services. Service operation includes the following processes: event management,
incident management, request fulfilment, problem management, and access
management. Service operation also includes the following functions: service
desk, technical management, IT operations management, and application man-
agement (Figs. 3.18 and 3.19).

Continual Service Improvement ensures that services are aligned with changing
business needs by identifying and implementing improvements to IT services
that support business processes. The performance of the IT service provider is
continually measured and improvements are made to processes, IT services and
IT infrastructure in order to increase efficiency, effectiveness and cost effective-
ness. Continual service improvement includes the seven-step improvement
process.

Two ITIL processes overlap with CMMI:
* Service Level Management (phase Service Design)

* Improvement Process (phase Continual Service Improvement)
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Fig. 3.18 ITIL service operation, www.itil.org
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Fig. 3.19 Service level definition

3.12 Capability Maturity Model Integration

CMMI (Capability Maturity Model Integration) models are collections of best prac-
tices that help organizations to improve their processes. These models are devel-
oped by product teams with members from industry, government, and the Software
Engineering Institute (SEI). A Capability Maturity Model (CMM), including
CMML, is a simplified representation of the world. CMMs contain the essential ele-
ments of effective processes (CMMI, 2010).

This model, called CMMI for Services (CMMI-SVC), provides a comprehensive
integrated set of guidelines for providing superior services. The CMMI-SVC model
provides guidance for applying CMMI best practices in a service provider organiza-
tion. Best practices in the model focus on activities for providing quality services to
customers and end users. CMMI-SVC integrates bodies of knowledge that are
essential for a service provider (Table 3.3).

3.12.1 CMMI: Capability Level

Capability Level 0: Incomplete

An incomplete process is a process that either is not performed or is partially per-
formed. One or more of the specific goals of the process area are not satisfied and
no generic goals exist for this level since there is no reason to institutionalize a
partially performed process.

Capability Level 1: Performed

A capability level 1 process is characterized as a performed process. A performed
process is a process that accomplishes the needed work to produce work products;
the specific goals of the process area are satisfied.
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Table 3.3 CMMI - Capability
Comparison of Capability Level levels Maturity Levels
and Maturity Levels, CMMI Level0 | Incomplete
(2010) .
Level 1 Performed Initial
Level 2 | Managed Managed
Level 3 | Defined Defined
Level 4 Quantitatively Managed
Level 5 Optimizing

Capability Level 2: Managed

A capability level 2 process is characterized as a managed process. A managed
process is a performed process that is planned and executed in accordance with
policy; employs skilled people having adequate resources to produce controlled
outputs; involves relevant stakeholders; is monitored, controlled, and reviewed; and
is evaluated for adherence to its process description.

Capability Level 3: Defined

A capability level 3 process is characterized as a defined process. A defined process
is a managed process that is tailored from the organization’s set of standard processes
according to the organization’s tailoring guidelines; has a maintained process descrip-
tion; and contributes process related assets to the organizational process assets.

3.12.2 CMMI: Maturity Level

A maturity level consists of related specific and generic practices for a predefined
set of process areas that improve the organization’s overall performance. The matu-
rity level of an organization provides a way to characterize its performance. A matu-
rity level is a defined evolutionary plateau for organizational process improvement.
Each maturity level matures an important subset of the organization’s processes,
preparing it to move to the next maturity level.

Maturity Level 1: Initial

At maturity level 1, processes are usually ad hoc and chaotic. The organization usu-
ally does not provide a stable environment to support processes. Success in these
organizations depends on the competence and heroics of the people in the organiza-
tion and not on the use of proven processes. In spite of this chaos, maturity level 1
organizations provide services that often work, but they frequently exceed the bud-
get and schedule documented in their plans.

Maturity Level 2: Managed

At maturity level 2, work groups establish the foundation for an organization to
become an effective service provider by institutionalizing selected Project and Work
Management, Support, and Service Establishment and Delivery processes. Work
groups define a service strategy, create work plans, and monitor and control the
work to ensure the service is delivered as planned. The service provider establishes
agreements with customers and develops and manages customer and contractual
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requirements. Configuration management and process and product quality assur-
ance are institutionalized, and the service provider also develops the capability to
measure and analyze process performance.

Maturity Level 3: Defined

At maturity level 3, service providers use defined processes for managing work. They
embed tenets of project and work management and services best practices, such as
service continuity and incident resolution and prevention, into the standard process
set. The service provider verifies that selected work products meet their requirements
and validates services to ensure they meet the needs of the customer and end user.
These processes are well characterized and understood and are described in standards,
procedures, tools, and methods.

Maturity Level 4: Quantitatively Managed

At maturity level 4, service providers establish quantitative objectives for quality
and process performance and use them as criteria in managing processes.
Quantitative objectives are based on the needs of the customer, end users, organiza-
tion, and process implementers. Quality and process performance is understood in
statistical terms and is managed throughout the life of processes.

Maturity Level S5: Optimizing

At maturity level 5, an organization continually improves its processes based on a
quantitative understanding of its business objectives and performance needs. The
organization uses a quantitative approach to understand the variation inherent in the
process and the causes of process outcomes.

Maturity level 5 focuses on continually improving process performance through
incremental and innovative process and technological improvements. The organiza-
tion’s quality and process performance objectives are established, continually
revised to reflect changing business objectives and organizational performance, and
used as criteria in managing process improvement.

A critical distinction between maturity levels 4 and 5 is the focus on managing
and improving organizational performance. At maturity level 4, the organization
and work groups focus on understanding and controlling performance at the sub
process level and using the results to manage projects. At maturity level 5, the
organization is concerned with overall organizational performance using data col-
lected from multiple work groups. Analysis of the data identifies shortfalls or gaps
in performance. These gaps are used to drive organizational process improvement
that generates measurable improvement in performance.

3.12.3 CMMI: Services

Service Agreement
A service agreement is the foundation of the joint understanding between a service
provider and customer of what to expect from their mutual relationship. The glossary
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defines a “service agreement” as a binding, written record of a promised exchange of
value between a service provider and a customer.

Service Request

Even given a service agreement, customers and end users must be able to notify the
service provider of their needs for specific instances of service delivery. In the
CMMI-SVC model, these notifications are called “service requests,” and they can
be communicated in every conceivable way, including face-to-face encounters,
phone calls, all varieties of written media, and even non-verbal signals.

Service Incident

Even with the best planning, monitoring, and delivery of services, unintended events
can occur that are unwanted. Some instances of service delivery can have lower than
expected or lower than acceptable degrees of performance or quality, or can be
completely unsuccessful. The CMMI-SVC model refers to these difficulties as “ser-
vice incidents.” The glossary defines a “service incident” as an indication of an
actual or potential interference with a service. The single word “incident” is used in
place of “service incident” when the context makes the meaning clear.

3.13 Six Sigma

Six Sigma is a systematic approach for process improvements using analytical and
statistical methods. It is assumed that each (business) process can be described as a
mathematical function. Six Sigma is a statistical method based on the Normal
Distribution (Gauss curve, bell curve). It is a probability distribution of the mean
value p in a large set of measures with the standard deviation ¢ (tqm 2014) (Fig. 3.20).

[10\

3o

/ 4a \
I 5o |
60
8.268949213708 % of all values are within the curve

6

95.449973610364 % used in demographical statistics
= 99.730020393674 %

9

9

9

9.993665751633 %
9.999942669685 %
9.999999802682 % 3.4 defects in 1 million parts

Fig. 3.20 Six Sigma
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Six Sigma is a management philosophy to transform organizations to become
more effective and efficient. It is a method to develop the future business leaders of
an organization and uses two disciplined approaches:

DMAIC - Defining the problem, measuring important aspects, Analyzing the informa-
tion flow, Improving and Controlling. It is used to develop/improve existing practice.

DMADYV - Defining goals, Measuring Critical to Quality CTQs characteristics,
Analyzing, designing details, Verifying. It is used to devise/design a defect-free
procedure.

Six Sigma uses varied numerical and problem solving techniques and tools. It is
being run by a trained and certified professional (Black Belt) and guided by a Master
Black Belt.

3.14 LeanlIT

Lean IT is the extension of lean manufacturing and lean services principles to
the development and management of information technology (IT) products and
services. Its central concern, applied in the context of IT, is the elimination of
waste, where waste is work that adds no value to a product or service (Wikipedia
2014).

There are five key Lean IT principles (http://techexcel.com):

Identify Customer and Specify Value

Only a small fraction of the total time and effort in any organization actually
adds value for the end customer. By clearly defining the values for specific prod-
ucts and/or services from the customer’s perspective, all the waste can be
eliminated.

Identify and Map the Value Stream

A value stream is the activities across all areas of an organization involved in deliv-
ering a product or service. This represents the end-to-end process that delivers the
value to the customer. Once you have set out the customer requirement, the next step
is to identify how you are delivering it to them.

Create Flow by Eliminating Waste

When you are mapping the value stream you will find that only 5-50 % of activities
actually add value. Eliminating this waste ensures that your product or service
“flows” to the customer without any interruptions, detours or delays.

Respond to Customer Pull

Pull is about understanding customer demand on your services and then tailoring
your process to respond to this. Essentially this means you produce only what the
customer wants, when the customer wants it.


http://techexcel.com/
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Innovations-

A Information and Analytics
B: Business Process Change
C: Agile Solution Engineering

Source: Lean IT nach McDonald M 2010, A Model for the Lean IT Organization, Gartner[1]

Fig. 3.21 Lean IT, source: McDonald M 2010, A Model for the Lean IT Organization, Gartner

Pursue Perfection

By creating flow and pull that link together, you will find more and more layers of
waste become visible. This process continues towards perfection, where every asset
and every action adds value for the end customer (Fig. 3.21).

3.15 Decisions: Paired Comparison Method and Scoring
Model

Login to kdibis as described in Sect. 2.7. In the cockpit click Global Sourcing
Initiative.

Paired comparison method and scoring model (Fig. 3.22). The result will be the
decision for a single or a multi vendor model and in case of a single vendor which one.

3.16 Decisions: Global Sourcing Priorities

Login to kdibis as described in Sect. 2.7. In the cockpit click Global Sourcing
Initiative.

Global sourcing priorities (Fig. 3.23). Students will rank twelve criteria and
mark the impact of each decision as high or low. The results will be mapped against
industry best practices and will have impact on the market shares of the four
competitors.

3.17 Assigned Reading

Chapter 8.4 Global Sourcing: Shifting the Focus from Cost Saving to a Strategic
Setup


http://dx.doi.org/10.1007/978-3-662-53150-1_2#Sec7
http://dx.doi.org/10.1007/978-3-662-53150-1_2#Sec7
http://dx.doi.org/10.1007/978-3-662-53150-1_8#Sec4
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Global Sourcing Priorities: 1 = very important, 12 = not important - Impact high/low
Improve efficiency to invest in innovation Select
Increase productivity for applications maintenance services Select

Impact: high low
Impact: high low
Leverage the expertise and economies of scale of the supplier Select

Increased service and cost flexibility Select

Reduce overall IT operating costs and deliver savings from day 1 onwards Select
Payment conditions to support cash flow Select

Impact: high low
Impact: high Clow
Impact: Chigh Clow
Impact: high low
Balance risk and reward sharing between company and the supplier Select
Contract period guideline 3-5 years Select

Commit to deliver effectively across a multi-supplier environment Select
Engage the highest quality supplier personnel Select

Support a robust and flexible governance organization Select

Strategic suppliers help to drive IT transformation Select

Impact: high " low
Impact: high low
Impact: high low
Impact: high Clow
Impact: “high Clow
Impact: high low

Fig. 3.23 Decisions — global sourcing priorities
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Chapter 4
The Challenges of Working with Emerging
Economies

Abstract The discussion about emerging economies focuses on the identification
of risk assessment parameters including the educational challenge and case studies
about global sourcing risks.

4.1 How to Identify Emerging Economies

The term emerging economy was first used by economists at the International
Finance Corporation (IFC) in 1981, when the group was promoting the first fund
investments in developing countries (Khanna and Palepu 2010).

There are a variety of opinions about what characterizes an emerging economy
depending on the focus of the respective persons or groups. The most common is the
GDP growth rate which outpaced those of more developed economies in the last
decade due to the opening of these large economies to global capital, technology,
and talent (Khanna and Palepu 2010). Headline of the Financial Times from March
31, 2016: Faster growing India confirmed as most dynamic emerging market
(Mallet, 2016). Absolute GDP comparison ranked Germany 4th in the world with
$3.36 trillion and India 8th largest economy in the world with $2.07 trillion in 2013
(FindTheData 2016). Does that imply that India has become an emerged economy?
Obviously not.

The main goal of this course is a thorough risk assessment for outsourcing IT and
business services to India-based service providers. There are four key factors which
have significant impact on global collaboration:

e Speed

e Social Change

e Historical inheritance
e Cultural gaps

© Springer-Verlag GmbH Germany 2017 43
K. Gronwald, Global Communication and Collaboration,
DOI 10.1007/978-3-662-53150-1_4
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Additional risk factors have been identified as follows:

* GDP

* Educated labor pool

* Emerging markets as competitors

* Financial stability

* Unsecure intellectual property rights
» Corruption

* Gap between rich and poor

e Educational system

e Bureaucratic issues

We need to identify and separate those parameters which differ emerging econo-
mies from developed ones and more generic cultural distances (see Sect. 5.4).

4.2 The Gini Index

The Gini Index measures the extent of income distribution within a country. A value
of 0 implies perfect equality, conversely, a value of 100 implies perfect inequality
(Fig. 4.1). The income inequality cannot directly be correlated with emerging econ-
omies. Comparing the United States, Switzerland, Germany, and India, the United
States has the highest inequality since 1985. Even Switzerland had a higher inequal-
ity until 2000 than India. While the income pattern in most countries is a pyramid,
income distribution in India has changed to a diamond (Fig. 4.2).

GINI

Index® il <=

United States Germany ndia Switzerland
GINI Index
20 United States United States
40 =8 -
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Fig. 4.1 The Gini Index, Source: FindTheData (2016)


http://dx.doi.org/10.1007/978-3-662-53150-1_5#Sec6

4.3 The Educational Challenge 45

2004 2009 2015
196 mn households 219 mn households 251 mn households

Rich Class
Affluent > $ 5000 p.a
|

Aspiring Class
Aspirers $ 1000 -5000p.a.

Striving Class
Strivers < $ 1000 p.a.

Bottom of Pyramid will remain large

Source: Hindustan Unilever Limited, CL5A Investors’ Forum, HongKong, Spetember 2012

Fig. 4.2 Income distribution India, Source: Hindustan Unilever Limited, CLSA Investors’ Forum,
Hong Kong, September 2012

4.3 The Educational Challenge

The World Bank has described India as an “underperformer” in secondary educa-
tion. I consider this a polite statement, because “secondary education” as we know
e.g. from Switzerland and Germany does not really exist. The World Bank will
invest $ 500 mn into India’s secondary education system addressing issues of access,
equity and quality efficiency (Deccan Herald 2009).

The quality of India’s public education system characterizes one of the major
challenges of an emerging economy (Azim Premji Foundation 2012):

* 35% of children in grade 1 cannot recognize numbers 1-9.

e Almost 50 % children in grade 5 cannot read a grade 2 level text.

e A central issue is that no real learning happens; classes are “rote driven” with undue
focus on memorization rather than conceptual understanding and application.

Another typical problem of India as an emerging economy is equity:

* Girls and socially disadvantaged backgrounds are 20 % lower in literacy — and
similarly disadvantaged on all parameters.

Quote from Azim Premji Foundation: “The gap between poverty and wealth is
closely related to education and tradition” (Azim Premji Foundation 2012).

The focus is on “tradition”. Normally interpreted as “tradition which prevents
progress”. In the case of the dual vocational professional system, it is about “tradi-
tion which is worth to be revived”. I will take India as an example, but it might be
comparable to other societies, not only in emerging economies. More and more
parents consider the highest goal of an educational model that their children go the
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baccalaureate path right from the beginning and ending with their PHD or MBA
before 25, more fulfilling the parent’s personal ambitions rather the best ones for
their children, especially at an age where parents believe they need to make the
choices for their kids.

India, like many other countries, is facing the situation that there is a huge gap
between their urban high educated and mostly wealthy society and their rural areas
which is mostly poorer and diverse in culture. Additional, there is a huge tribal com-
munity scattered across different states, some of them 12 million plus strong in
remote areas and conflict zones. Educating their children has never been priority to
them (Mahindra 2012).

Quote from a farm laborer of one of India’s indigenous tribes about his daughter
who goes to elementary school: the girl can become a doctor, an engineer, a presi-
dent or prime minister, or even a scientist. (Mahindra 2012).

Why not become a nurse, a carpenter, a potter, ... and after grooming to a master
in her discipline become a doctor, an engineer, a president or prime minister — or
even a scientist?

Quote from a leading Indian diplomat during a discussion about how to export
the German dual vocational education system to India: A master craftsmanship is an
art, like writing your name on a rice corn, so plumbing cannot be a master crafts-
manship (Gronwald 2015).

These quotes unite India’s mind set through all social ranks from a farm laborer
to a highly educated diplomat and creates one severe cultural gap when talking
about collaboration between developed economies and India, because the main goal
of a dual vocational professional education is exactly about making plumbing a
master craftsmanship, based on the master-apprentice relationship organized in
craft guilds (Gronwald 2015).

The biggest challenge for these societies is to create a powerful educated labor
force in non industrial crafts (in rural areas) based on the pillars of a dual vocational
professional system, the master-apprentice relationship organized in craft guilds.

While Germany has declared the master craftsman certificate equal to a bachelor
degree (Rundbrief 2012), a craft like carpenter, potter or plumber does not have any
value in India’s society — anymore.

We normally consider the historical inheritance of emerging economies as a
burden. In this case, India has lost a historical inheritance just a little more than a
century ago which would be essential to level with developed countries.

Coomaraswamy (1909) wrote in his book: “... and so we get a beautiful and
affectionate relation between the apprentice and the master, which is impossible in
the case of the busy professor who attends a class at a Technical School for a few
hours a week, and at other times, when engaged on real work, and dealing with real
problems, has no connection with the pupils at all ... that supposing the aim be to
train up a generation of skilled and capable craftsmen, it were better to appoint liv-
ing master craftsmen as the permanent servants of the community, endowed with an
inalienable salary, or better, a house, ...and that they themselves should keep
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apprentices ... such a system would do more to produce skilled craftsmen, and to
produce good work, than would twice the money spent on Technical Schools.”
Today India only knows engineers and entrepreneurs.

4.4 Global Sourcing Risk Assessment

4.4.1 The Infosys Case (GadgetsNow 2010)

Over the years Deutsche Bank India had outsourced a significant amount of back
office processes in various areas to the India-based IT service provider Infosys.
More than 650 Business Process Outsourcing (BPO) executives worked at Infosys
for Deutsche Bank.

In 2010 Deutsche Bank recognized that they had outsourced significant key com-
petencies to Infosys and decided to back source about 150 people which were work-
ing in critical processes related to clients’ trade and derivatives to its own captive
center in Bangalore.

Following the bank’s decision, Infosys sent an official communique to the 150
employees giving them the option to leave the company to be with Deutsche
Network Services for much higher salaries (up to 50 %).

4.4.2 The Satyam Case

Satyam Computer was 1987 by Ramalinga Raju and his brother in Hyderabad. End
of 2008 Satyam was the fourth largest India-based outsourcing company with
55,000 employees and a revenue of more than $ 2 billion (Balachandran 2015).

In January 2009 the head of Indian outsourcing company Satyam Computer
Services (Ramalinga Raju) resigned, disclosing that profits had been falsely inflated
for years and sending its shares plunging nearly 80 % (Reuters 2009).

Raju faked 13,000 employees and invested their virtual salaries into real estate.

Reuters called this India’s biggest corporate scandal that threatens future for-
eign investment flows into Asia’s third-largest economy and casts a cloud over
growth in its once-booming outsourcing sector (Reuters 2009).

Raju committed that about $1 billion or 94 % of cash on Satyam’s book was
fictious. Just one month earlier Bernard Madoff, the former NASDAQ Chairman
and founder of the Wall Street firm Bernard L. Madoff Investment Securities
LLC was arrested over charges he swindled clients out of billions of dollars
(Reuters 2009).

While Raju’s fraud caused a national crisis with India’s government stepping in
directly and there was fear that this could have impact on the entire IT industry in
India, Madoff’s much bigger fraud did not cause a national crisis in the U.S.
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Obviously emerging countries like India and developed countries are measured
with different scales.

Just a couple of days after the disclosure of the Satyam fraud, the competition
started chasing Satyam customers. While the non-Indian competition used argu-
ments like you cannot trust the Indians, Indian competitors concentrated on discred-
iting Satyam as a company. That did not work as expected. Most customers pledged
their support, as long as people met delivery commitments, as long as the operational
effectiveness was in place, as long as people continued to deliver, as long as people
continued to meet their expectations (NDTV 2009).

Satyam had an excellent reputation for delivery quality. That did not change. The
Indian quality of target oriented mindset and delivery excellence and a good per-
sonal relationship to their counterparts across the globe, saved Satyam, even when
they were not paid for months.

Tech Mahindra, owned by the Mahindra Group, and Satyam merged to form
India’s fifth largest IT exports company. The merged entity was called Mahindra
Satyam and renamed to Tech Mahindra in 2012.

4.5 Emerging Economies and Innovation

Multiple corporate success stories have meanwhile proven that innovation in emerg-
ing markets is possible if the science and technology capabilities are utilized in the
right way (Neumann 2012). Prahalad (2004) and Mashelkar (2011) highlighted spe-
cifically the opportunities arising in emerging markets from innovation. Others like
Govindarajan et al. (2009) went even a step ahead and argued that innovation from
emerging markets can reversely change the mature markets as well.

4.6 Decisions — Emerging Economy Risks

Login to kdibis as described in Sect. 2.7. In the cockpit click Emerging Economies.

Decisions are to be made about the priorities of emerging economy risks
(Fig. 4.3). The results will be mapped against industry best practices and will have
impact on the market shares of the four competitors. Students will rank fourteen
criteria and mark the impact of each decision as high or low.

4.7 Assigned Reading

Section 8.6 Advancing Intercultural Competencies for Global Collaboration.
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Emerging Economy Risks: 01 = very important, 14 = not important - Impact high/low

Relevance of still using the term Emerging Economy | Select v Impact: O high O low
Speed of economic growth|[Select ] Impact: O high O low

GDP|Select  ~| Impact: Ohigh O low

Large, low-cost and educated labor pools|select | Impact: Ohigh O low
Emerging markets as competitors|select | Impact: Chigh © low

Speed of social change[m Impact: © high O low

Historical inheritance|select | Impact: Chigh O low

Cultural gaps|Select Impact: O high O low

Financial stability[select  ~| Impact: Ohigh O low

Unsecure intellectual property righuslm Impact: Chigh O low
Corruption|Select Impact: Ohigh O low

Gap between rich and poor|[Select -] Impact: O high O low

Educational system| Select v Impact: O high O low

Bureaucratic issues|Select | Impact: O high O low

Fig. 4.3 Emerging economy risks
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Chapter 5
Intercultural Competencies

Abstract The development of intercultural competencies begins with theories of
international cooperation, international business, and globalization. It finalizes with
an in-depth discussion about how to manage cultural differences and implement
those concepts in global teams.

5.1 Environment of International Cooperation

Globalization is not a rite of passage, and culture appears to be the most neglected
and underestimated source of challenge in global professional services. Academic
research on national culture and cultural differences has identified dimensions with
an effect on the functioning not only of societies and individuals, but also of organi-
zations and project teams. Once cultural differences are recognized and understood,
there is a better chance of building bridges across cultural gaps instead of seeking to
achieve feigned homogeneity (Messner and Schaefer 2012).

5.1.1 The Traditional Approach: International Trade, Foreign
Direct Investment and Firm Internationalization
(Morgan and Katsikeas 1997)

International Trade

The importance of international trade to a nation’s economic welfare and develop-
ment has been heavily documented in the economics literature since Adam Smith’s
(1776) pioneering inquiry into the nature and causes of the wealth of nations.

The rationale underlying this relationship suggests that economies need to export
goods and services in order to generate revenue to finance imported goods and ser-
vices which cannot be produced indigenously (Coutts and Godley 1992; McCombie
and Thirlwall 1992).

Probably one of the broadest indicators of a nation’s economic strength can be
gauged from its gross domestic product (GDP), as this measure is an estimate of the
value of goods and services produced by an economy in a given period (Tayeb 1992).
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Fig. 5.1 Demographic GDP, source: The CIA Factbook, http://www.cia.gov/library/publications/
the-world-factbook

The export-led growth thesis predicts export growth will cause economy-wide
productivity gains in the form of enhanced levels of GDP (Fig. 5.1).

Foreign Direct Investments
The market imperfections theory states that firms constantly seek market opportuni-
ties and their decision to invest overseas is explained as a strategy to capitalize on
certain capabilities not shared by competitors in foreign countries (Hymer 1970).
The capabilities or advantages of firms are explained by market imperfections for
products and factors of production. That is, the theory of perfect competition dictates
that firms produce homogeneous products and enjoy the same level of access to fac-
tors of production. However, the reality of imperfect competition, which is reflected
in industrial organization theory (Porter 1985), determines that firms gain different
types of competitive advantages and each to varying degrees.

Firm Internationalization
Piercy (1981) and Turnbull (1985) describe internationalization as the outward
movement of a firm’s operations. However, this expression could be embellished on
to describe internationalization as “...the process of increasing involvement in inter-
national operations” (Welch and Luostarinen 1988, p. 36). Welch and Luostarinen
(1988) have comprehensively reviewed this literature and concluded that “...there is
a wide range of potential paths any firm might take in internationalization” (p. 43).
It has been contended that the literature concerned with internationalization, from
an export development perspective, is probably one of the most advanced and mature
areas of knowledge in international business (Haar and Ortiz-Buonafina 1995).

Firm Internationalization: Uppsala internationalization Model

Much of the extant literature on internationalization has been inspired by the work
of Scandinavian researchers who are collectively referred to as the Uppsala School
(e.g. Johanson and Vahlne 1977; Johanson and Wiedersheim-Paul 1975).
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This literature generally suggests that the process of internationalization is founded
on an evolutionary and sequential build-up of foreign commitments over time.

They identified four steps within this process which were distinguished by those
firms with: no regular export activities; export activities via independent representa-
tives or agents; the establishment of an overseas subsidiary; and overseas produc-
tion/manufacturing units.

The contention implicit within this model is that the firm proceeds along the
internationalization path in the form of logical steps, based on its gradual acquisi-
tion and use of intelligence from foreign markets and operations, which determine
successively greater levels of commitment to those overseas destinations.

Firm Internationalization: Innovation-Related Internationalization

An extensive volume of research has examined the way in which firms progress
along the internationalization continuum and suggests that a sequence of discrete
stages exists which proxy the “stop and go” (Dalli 1994, p. 92), stepwise process
exemplifying the evolution of international involvement.

Implicit between each set of stages is the notion that fairly stable periods exist in
which firms consolidate and generate an appropriate resource base to respond to
fortuitous environmental conditions which allow them to proceed to the next inter-
nationalization stage.

5.1.2 Global, Transnational, International and Multinational
Companies (Hines 2007)

In the world of eCommerce and virtual business, it becomes more helpful to catego-
rize a company by its intention or strategic focus, rather than kits actual operations
(Fig. 5.2).
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International Companies

have no foreign direct investments (FDI) and make their product or service only in
their home country. In other words, they’re exporters and importers. They have no
staff, warehouses, or sales offices in foreign countries. The best examples of inter-
national companies, in the strict sense, are exotic retail shops that sell imported
products, or small local manufacturers that export to neighboring countries.

Multinational Companies

cross the FDI threshold. They invest directly in foreign assets, whether it’s a lease
contract on a building to house service operations, a plant on foreign soil, or a for-
eign marketing campaign. Generally, though. Multinational companies, however,
have FDI only in a limited number of countries, and they do not attempt to homog-
enize their product offering throughout the countries they operate in -- they focus
much more on being responsive to local preferences than a global company would.

Global Companies

have investments in dozens of countries but maintain a strong headquarters in one,
usually their home country. Their mantra is economies of scale, and they’ll homog-
enize products as much as the market will allow in order to keep costs low. Their
marketing campaigns often span the globe with one message (albeit in different
languages) in an attempt to smooth out differences in local tastes and preferences.

Transnational Companies

are often very complex and extremely difficult to manage. They invest directly in
dozens of countries and experience strong pressures both for cost reduction and
local responsiveness. These companies may have a global headquarters, but they
also distribute decision-making power to various national headquarters, and they
have dedicated R&D activities for different national markets.

International Contractor INC
is an extension of the Transnational Firm to not only owner related associations
(Brosse and Behrmann 1992).

5.2 Theory in International Business (Grosse and Behrman
1992)

International business is the study of business activities that cross national borders
and, therefore, is fundamentally concerned with the firms that undertake that busi-
ness and the national Governments that regulate them.

Empirical studies have distinguished international from domestic business strat-
egies and operations, but they have not resulted in an international theory of cross-
national business behavior.

Any theory of international business must be a theory of policies and activities of
business and Governments, in conflict and cooperation.

A framework for constructing such a theory can be built on existing bargaining
theory.
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Primarily in political economy (Gilpin 1975), but also in business fields (Moran
1974; Gladwin and Walter 1980; Behrmann and Grosse 1990), the theory of inter-
organization bargaining has been used to characterize and analyze business and
government negotiation, policy-making and behavior.

In addition to the matters presented above which comprise the subject of IB
negotiations, the activities of IB include the transfer of people and information
within or between firms across national borders and also a variety of government
policies that are stimulated by pressures from labor unions, local businesses or other
interest groups.

The rules of the game for business operations are established by Governments
(or by state or local units with tacit approval of the central Government). This
means that firms whose operations cross national boundaries must necessarily
assess and manage differences in legal, regulatory and institutional environments
in each country.

The firms face some need to negotiate under and comply with actual or potential
rules that differ in the two or more countries.

Country Risk
is the probability distribution that country-specific, governmental acts will adversely
alter the value of the international firm.

A Government may limit financial activities of affiliates operating locally that
wish to undertake transactions with foreign entities (for example, profit remittance,
foreign borrowing or foreign investing, payment of royalties to the parent firm).

That risk is an unavoidable feature of the environment for a non-international
firm in its own country.

The International Contractor, on the other hand, has the ability both to diversify
country-specific risk by operating in more than one country and also to manage it
via intrafirm, international activities or through negotiations with the Government.

5.3 Generation “D” as Synonym for the Future International
Manager (Gooderham et al. 2013)

Unlike generation x and generation y, generation d(igital) is not determined by age.
It’s the group of people who are completely at ease with the digital revolution and
consume online information regularly, whether they’re 8 or 80 (netlingo 2016).

There is a preference shift for working in organizations that offer opportunities
for autonomy, creativity and socially stimulating atmosphere. Bonuses and status
have become of less importance.

Traditionally, HRM has involved systematic efforts to acquire, nurture and retain
the carriers of knowledge resource which are crucial to company’s goals. This was
accomplished largely through rewards, salaries, benefits and bonuses.

Generation D work style and needs for creative activities has changed them more
into ‘artists’ than ‘corporate men’.
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Parallel to the emerge of Generation D is the decline in the opportunity for verti-
cal mobility to managerial positions due to flatter organizational forms. For compa-
nies in general the challenge is to create meaningful lateral career opportunities.

MNCs have a comparative advantage due to their large and geographically dis-
persed organizations that yield a wide range of lateral job moves for their employees.
As such, MNCs can potentially offer much greater scope for career development than
their domestic counterparts. For Employees it requires a higher degree of mobility.

Shift from command-and-control structures and working modes to modes that
involve motivating highly competent employees to actively engage in knowledge
creation and knowledge sharing. No longer financial capital, technology or other
physical capital are the primary determinants of organizational success and failure.
The concept of social capital, i.e. networks, common mind-sets and mutual trust is
increasingly important to create synergies across their operations. The competitive-
ness of MNCs is dependent on creating knowledge synergies through cross-border
knowledge sharing. Learning to develop, utilize and promote social capital will be
key future tasks for international managers (Bogsnes 2009).

Social networking technologies have transformed the potential for achieving
connectivity and therefore for developing social capital within complex global orga-
nizations. IBM’s internal Beehive Web site helps employees to connect and brain-
storm with peers they meet on interdepartmental projects or meetings. However,
international managers must develop the ability to nurture virtual teams in a strate-
gically selective way. Yet less than one-third of the more than 300 global executives
surveyed and interviewed by McKinsey believed that their companies were getting
the most out of information and communication technology (Gibbs et al. 2012).

The relationships with customers are undergoing radical change. Making things
or producing services in small batches tailored to a customer is becoming routine.

Delivering customized goods and services requires a pronounced degree of agility.

MNC:s need to be able to handle fluid networks, temporary projects, evolving and
geographically distant centers of excellence and virtual organizations. The agility
required of employees means the abandonment of rigid, hierarchical work struc-
tures in favor of more fluid, organic structures (Marsh 2012).

5.4 The Cage Distance Framework (Ghemawat 2001)

Cultural distance is a function of differences in values and communication styles
that are rooted in culture (demographic or organizational). Distance is created when
individuals or groups perceive that their values and communication styles differ
from others (Igi Global 2016).

Ghemawat (2001) identified four dimensions of Distances:

e Cultural Distance

¢ Administrative and Political Distance
e Geographic Distance

¢ Economic Distance
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Cultural Distance

Administrative Distance

Geographic Distance
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Economic Distance
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Fig. 5.3 CAGE Distance framework, source: http://www.slideshare.net/dxbugs/the-cage-framework

For each dimension a set of parameters have impact on Distance between coun-

tries and affect industries or products (Fig. 5.3).

5.5 About Globalization: People’s Voice (Jim 1999)

5.5.1 Globalization: Positive Aspects

International trade keeps prices low and quality high. Anytime a country in the
past has tried to be self sufficient and not partake in the global markets, they find
that their businesses become inefficient due to a lack of competition, prices rise,
their products lack innovation, and they end up with hyperinflation.
Globalization can bring wealth to some of the world’s poor. For example, much
of southeast Asia was terribly poor a few decades ago; thanks to globalization
and international trade many of these countries have experienced annual growth
in the double digits and many of those people are now much better off than their
parents were a generation ago.

Globalization can help bring world peace. As every country on the planet becomes
more interconnected with every other country, there is a serious incentive for all
of the involved to keep the peace. Thomas Friedman, in his book “The Lexus and
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the Olive Tree”, goes so far as to discuss the “Golden Arches” theory of world
peace--he says that no countries that have McDonald’s have ever or will ever
attack each other.

* Globalization could help protect the environment. Some people have pointed out
that in the past a nation like China could have produced as much pollution as they
would have like to, but today if China wants to engage in the global marketplace
the rest of their trading partners could potentially put pressure on them to clean
up their act.

5.5.2 Globalization: Negative Aspects

* Globalization has led to greater disparity in wealth within many countries. Back
to southeast Asia, the people of those countries did experience a tremendous
amount of growth over the past couple of decades, but it wasn’t experienced
equally by all of their people. The poor have seen a moderate rise in incomes
while the wealthy have seen incredible rises in their incomes.

e The creation of what is essentially a single large global market entails certain
dangers. Previously, if a nation made financial mistakes and their markets col-
lapsed, it had little affect on the rest of the world. Now, if Mexico, Korea, Brazil,
Thailand, or any other emerging nation finds itself in financial collapse they have
the potential to bring down most of the world with them. Consider the widespread
economic downturns experienced across the globe today due to the American
banking crisis.

* Globalization does hurt some workers in each country. For example, the US used
to make most of the TVs sold in our stores. Now, the US buys all of its TVs from
abroad. When NAFTA opened trade with Mexico, our TV factories closed their
US plants and moved to Mexico, where they could find cheaper labor. On the flip
side, Mexican farmers have been hurt by imports of American food. With all of
our large farming machinery, local Mexican farmers can’t compete with large
American farmers, and they are being put out of business.

* Diseases can spread more easily now due to the vast numbers of people crossing
international borders. Think of the Avian Flu scare from the last few years-
-someone could contract a disease in Asia and be in the US within a few hours
and spreading a disease that previously would have killed them before they could
reach another country in which to spread it.

* Globalization is also leading to a homogenization of the world’s cultures. As
nations open up their borders to free trade, they also have to accept many for-
eign companies coming into their country and doing business there. The most
noticeable companies are McDonald’s, KFC, Starbucks, Walmart, and other
American cultural icons. Some people fear that in time there will cease to be
exciting foreign cultures every nation will be filled with McDonald’s, Starbucks,
and Walmart.
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No amount of stealth advertising or brilliant promotions could have done the trick
alone. The fast-food industry did not create a market where none existed; it responded
to an opportunity presented by the collapse of an outdated Confucian family system.
The deeper one digs into the personal lives of consumers anywhere, the more com-
plex matters become. People are not the automatons many theorists make them out
to be. Consumers have most assuredly not been stripped of their cultural heritage, nor
have they become the uncomprehending dupes of transnational corporations.

In 2000, McDonald’s had more than 25,000 outlets in 119 countries. Most of the
corporation’s revenues now come from operations outside the United States, and a
new restaurant opens somewhere in the world every 17 hours.

McDonald’s makes heroic efforts to ensure that its food looks, feels, and tastes the
same everywhere. A Big Mac in Beijing tastes virtually identical to a Big Mac in
Boston. Menus vary only when the local market is deemed mature enough to expand
beyond burgers and fries. Consumers can enjoy Spicy Wings (red-pepper-laced
chicken) in Beijing, kosher Big Macs (minus the cheese) in Jerusalem, vegetable
McNuggets in New Delhi, or a McHuevo (a burger with fried egg) in Montevideo.

Nonetheless, wherever McDonald’s takes root, the core product -- at least during
the initial phase of operation -- is not really the food but the experience of eating in
a cheerful, air-conditioned, child-friendly restaurant that offers the revolutionary
innovation of clean toilets. Critics claim that the rapid spread of McDonald’s and its
fast-food rivals undermines indigenous cuisines and helps create a homogeneous,
global culture. Beijing and Hong Kong thus make excellent test cases since they are
the dual epicenters of China’s haute cuisine (with apologies to Hunan, Sichuan, and
Shanghai loyalists). If McDonald’s can make inroads in these two markets, it must
surely be an unstoppable force that levels cultures. But the truth of this parable of
globalization is subtler than that.

How did McDonald’s do it? How did a hamburger chain become so prominent in
a cultural zone dominated by rice, noodles, fish, and pork? In China, adult consum-
ers often report that they find the taste of fried beef patties strange and unappealing.
Why, then, do they come back to McDonald’s? And more to the point, why do they
encourage their children to eat there?

When Daniel Ng, an American-trained engineer, opened Hong Kong’s first
McDonald’s in 1975, his local food-industry competitors dismissed the venture as a
nonstarter: Selling hamburgers to Cantonese? You must be joking! Ng credits his
boldness to the fact that he did not have an M.B.A. and had never taken a course in
business theory. During the early years of his franchise, Ng promoted McDonald’s
as an outpost of American culture, offering authentic hamburgers to young people
eager to forget that they lived in a tiny colony on the rim of Maoist China. The signs
outside his first restaurants were in English; the Chinese characters for McDonald’s
(Cantonese Mak-dong-lou, Mandarin Mai-dang-lao) did not appear until the busi-
ness was safely established. Over a period of 20 years, McDonald’s gradually
became a mainstay of Hong Kong’s middle-class culture.
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Today the restaurants are packed wall-to-wall with busy commuters, students,
and retirees who treat them as homes away from home. A 1997 survey I conducted
among Hong Kong university students revealed that few were even aware of the
company’s American origins. For Hong Kong youth, McDonald’s is a familiar insti-
tution that offers comfort foods that they have eaten since early childhood.

Most Chinese newlyweds are choosing to create their own homes, thereby sepa-
rating themselves from parents and in-laws. The traditional system of living with
the groom’s parents is dying out fast, even in the Chinese countryside. Recent
research in Shanghai and Dalian (and Taipei) shows that professional couples prefer
to live near the wife’s mother, often in the same apartment complex. The crucial
consideration is household labor, child care, cooking, shopping, washing, and clean-
ing. With both husband and wife working full time, someone has to do it, and the
wife’s mother is considered more reliable (and less trouble) than the husband’s
mother, who would expect her daughter-in-law to be subservient.

McDonald’s opened in Beijing in 1992, a time when changes in family values
were matched by a sustained economic boom. The startup date also coincided with
a public “fever” for all things American sports, clothing, films, food, and so on.

American-style birthday parties became key to the company’s expansion strat-
egy. Prior to the arrival of McDonald’s, festivities marking youngsters’ specific
birth dates were unknown in most of East Asia. In Hong Kong, for instance, lunar-
calendar dates of birth were recorded for use in later life to help match prospective
marriage partners’ horoscopes or choose an auspicious burial date. Until the late
1970s and early 1980s, most people paid little attention to their calendar birth date
if they remembered it at all. McDonald’s and its rivals now promote the birthday
party complete with cake, candles, and silly hats in television advertising aimed
directly at kids. Given that most people in these cities live in tiny, overcrowded flats,
the local Kentucky Fried Chicken or McDonald’s is a convenient and welcoming
place for family celebrations.

For the first time in Chinese history, children matter not simply as future provid-
ers but as full-scale consumers who command respect in today’s economy. Until the
1980s, kids rarely ate outside the home. When they did, they were expected to eat
what was put in front of them. The idea that children might actually order their own
food would have shocked most adults.

McDonald’s could not have succeeded in East Asia without appealing to new
generations of consumer’s children from 3 to 13 and their harried, stressed-out par-
ents. Between 3:00 and 5:30 p.m. on Hong Kong weekdays, McDonald’s restau-
rants are invaded by armies of young people in school uniforms. They buy a few
fries, pour them out on a tray for communal snacking, and sit for at least an hour
gossiping, studying, and flirting.

During the midmorning hours, the restaurants are packed with white-haired retir-
ees who stay even longer, drinking tea or coffee (free refills for senior citizens) and
lingering over pancake breakfasts. Many sit alone, reading newspapers provided by
the management. Both retirees and students are attracted by the roomy tables, good
light, and air-conditioning, a combination not easily found in Hong Kong, Beijing,
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or Shanghai. In effect, local citizens have appropriated private property and con-
verted it into public space.

Meanwhile, China faces yet another family revolution, this one caused by the
graying of the population. In 1998, 10 % of China’s people were over 60; by 2020,
the figure is expected to rise to approximately 16 %. In 2025, there will be 274 mil-
lion people over 60 in China, more than the entire 1998 U.S. population. Tens of
thousands of retirees roam Hong Kong’s air-conditioned shopping malls, congre-
gate in the handful of overcrowded parks, and turn their local McDonald’s during
the midmorning hours into a substitute for the public gardens, opera theaters, and
ancestral halls that sheltered their parents. What stands out at McDonald’s is the
isolation among Hong Kong elders as they try to entertain themselves.

5.7 Manage Generic Cultural Differences

5.7.1 The Process of Management (Littrell 2008)

It is impossible for culture not to impact domestic business operations since every
country has its own culture and every company is situated within a country. Because
we are so immersed in our own cultures as individuals, it is easy to forget that how
we conduct business and make plans is just as culturally bound as how others con-
duct business in their own countries. Our domestic culture dictates how our domes-
tic companies operate, so it is nearly universally concluded by academics and
practitioners that it is impossible to separate culture from business.

The question should therefore ask, “How does domestic culture impact domestic
business operations”, and “how is the domestic culture in another country different
than mine?”

5.7.2 The Problem of Planning (Littrell 2008)

Planning is the process of setting goals, developing strategies, and outlining tasks
and schedules to accomplish the goals. Project planning is a discipline for stating
how to complete a project within a certain timeframe, usually with defined stages,
and with designated resources:

e Setting measurable objectives
* Identifying deliverables

* Planning the schedule

* Making supporting plans

As the global and local societal and business environments change, strategy and
planning must change, but culture remains the same, or changes much more slowly
than other environmental influences.
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Members of a culture respond to the values dictated by their culture.

When using culture as an analytic or predictive variable, the practitioner must
remember that the major theories of cultural dimensions are compilations of mea-
sures of individual values, usually expressed by the mean, the average score, of a
dimension.

In order to see why particular behaviors, prevail in a given culture, we need to
better understand how generalized values are linked to specific actions.

5.7.3 Monochronic and Polychronic Time (Hall E and Hall M
1990)

Monochronic Time (M-time)

is one-thing-at-a-time, following a linear form. Time flows from past to present to
future. Monochronic cultures stress a high degree of scheduling, and an elaborate
code of behavior built around promptness in meeting obligations and appointments.
Germany, Switzerland, U.S.

Polychronic (P-time)

cultures are opposite, human relationships and interactions are valued over “arbi-
trary” schedules and appointments. Many things may occur at once since many
people are involved in everything, and interruptions are frequent. P-time, many-
things-at-a-time, is common in Mediterranean and European Colonial-Iberian-
Indian cultures.

5.7.4 Time Orientation (Hall E and Hall M 1990)

The USA, New Zealand, and Germany

The pace of life is fast, emphasis on clock time, traditionally monochronic but mov-
ing toward polychronic due to pace and complexity of business demands; emphasis
is on time; sensitive to time; schedule revolves around the clock (Table 5.1).

Japan, China, Hong Kong

The pace of life is fast. Traditionally Asian countries have operated on event time;
however, economic development and interactions with North American and
Northern European Cultures have led to a clock time orientation, generally, mono-
chronic in business operations.

Brazil and Argentina

The pace of life is slower. Emphasis is on people; time insensitive; schedule evolves
from events; not overly keen to specify definite schedules; business and social activ-
ities often mix.
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Table 5.1 Patterns between cultures with different time use systems (Hall E and Hall M 1990)

Patterns Between Cultures With Different Time Use Systems (Hall E and Hall M 1990)

Members of monochronic cultures tend
to be low context and:

Members of polychronic cultures tend to be high
context and:

do one thing at a time

do many things at once

concentrate on the job

are highly distractible and subject to attend to
interruptions before the issue at hand

take time commitments (deadline,
schedules) seriously

focus on an objective to be achieved, but may not be
concerned about creating plans to achieve it

are low-context and need information

are highly-context and already have information

are committed to the job

are committed to people and human relationships

adhere to plans

change plans often and easily

are concerned about not disturbing others;
follow rules of privacy and consideration

are more concerned with those who are closely
related (family, friends, close business associates)
then with privacy

show great respect for private property;
seldom borrow or lend

borrow and lend things often and easily

emphasize promptness

base promptness on the relationship

are accustomed to short-term relationships

have a strong tendency to build lifetime relationships

5.7.5 High and Low-Context Cultures (Hall E and Hall M 1990)

High and low context culture refers to the fact that when people communicate,
they make assumptions as to how much the listener knows about the subject under
discussion.

In low-context communication, the assumption is that the listener knows very
little and must be told practically everything.

In high-context communication the listener is already “in context” and does not
need to be given much background information. Chinese, Japanese, Arabs, and
Mediterranean peoples, who develop extensive information networks among fam-
ily, friends, colleagues and clients and who are involved in close personal relation-
ships, tend to be high-context.

Low-context people include Americans, Germans, Swiss, Scandinavians, and
other northern Europeans. Low-context people compartmentalize their personal
relationships, their work, and many aspects of day-to-day life. Consequently, each
time they interact with others they need detailed background information (Table 5.2).

5.8 Decisions: Intercultural Competencies

Login to kdibis as described in Sect. 2.7. In the cockpit click Intercultural Competence.

Students will rank six job preferences and mark the impact of each decision as
high or low (Fig. 5.4). The results will be mapped against the results of international
studies and will have impact on the market shares of the four competitors.
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Table 5.2

5 Intercultural Competencies

Patterns Between Cultures With Different Combinations of Values (Hall E and Hall M 1990)

Low-Context, Monochronic,
Individualistic

High-Context, Polychronic,
Collective

What is said is more important than how or
where it is said

What is said and how or where it is said are
significant in interpreting what is meant

Mastery over nature

Harmony with nature

Personal control over the environment

Fate controls

Doing

Being

Future orientation

Past or present orientation

Change is improvement

Tradition is valued

Time dominates

Focus on relationship

Human equality

Hierarchy/rank/status important

Youth is valued

Elders respected and valued

Self-help valued

Birthright inheritance

Individualism, privacy valued

Group welfare important

Competition important

Cooperation important

Informal

Formal

Directness/openness/honesty valued

Indirectness/ritual/face valued

Practicality/efficiency valued

Idealism/theory important

Materialist

Spiritualist/detachment from world

Job Preferences: 1 = very important,

6 = not important - Impact high/low

Bonus and company benefits
Good social atmosphere
Autonomy and creativity

Clear goals and feedback|5elect v]

High status
Career progress

Select v Impact: O high Olow
Select v Impact: O high Olow
Select v Impact: Ohigh Olow

Impact: O high Olow
Select v Impact: O high Olow
Select v Impact: Ohigh Olow

Fig. 5.4 Intercultural competencies

5.9 Assigned Reading

Section 8.1 Lionel Messi’s shoes: ‘The greatest insult in Egyptian history?’

Section 8.2 Airbus Industries

Section 8.3 CRM Contributes to a Scary Halloween for Hershey
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Chapter 6
International Project Management

Abstract International project management includes the discussion of stakeholder
management, why projects fail, about project success and stakeholder engagement
approaches. Virtual team challenges, management and successes. Innovation in
global delivery and virtual team and the assessment of virtual team best practices
completes this chapter.

6.1 Stakeholder Management

A stakeholder is any group or individual who can affect or is affected by the achieve-
ment of the organization’s objectives. Stakeholder theory is about a business, its
about strategy and it says if a group can affect you then you need to deal with it.
What's important is understanding how the value creation process works in a busi-
ness. And in business A in the automobile industry in India, the value creation pro-
cess may be different than in business B a web-based start-up in Silicon Valley
(Freeman 1984).

6.1.1 Why Projects Fail

The Chaos Reports by the Standish Group have been published every year since
1994 and are a snapshot of the state of the software development industry (The
Standish Group 2015).

Results 2015:

* 29% of all projects succeeded (delivered on time, on budget, with required fea-
tures and functions).

* 52 % were challenged (late, over budget, and/or with less than the required fea-
tures and functions).

* 19 % failed (cancelled prior to completion or delivered and never used)”.

These results do not vary considerably with type of project or industry sector.
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It is also of significance to note that the results do not appear to have changed
significantly over the past 25 years despite a complete industry having emerged and
£millions being spent on the subject of project management (Oliver 2014).

The key factors enabling project success or contributing to project failure are

Stakeholder management factors

Executive Sponsorship factors

Clarity of mission, objective and benefit

Accuracy of definition and planning including understanding of risk
Skills and experience factors

Communication factors

Team factors

Leadership

Resource factors

Change factors

SO RE WD =
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6.1.2 Project Success

Project success is

e Meeting the project technical specification and/or project mission to be
performed.

e Attaining high levels of satisfaction from the project stakeholders.

e Technical performance is integrally associated with perceived success of a proj-
ect, whereas cost and schedule performance are somewhat less intimately associ-
ated with perceived success.

* In the long run what really matters is whether the stakeholders are satisfied.

e Positive schedule and cost performance mean little in the face of a poorly per-
forming end product.

6.2 Stakeholder Engagement Approaches (stakeholdermap.
com 2016)

Stakeholder engagement is the process used by an organization to engage relevant
stakeholders for a purpose to achieve accepted outcomes (AccountAbility 2008).

Partnership
Shared accountability and responsibility. Two-way engagement joint learning, deci-
sion making and actions.

Participation
Part of the team, engaged in delivering tasks or with responsibility for a particular
area/activity. Two-way engagement within limits of responsibility.
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Consultation

Involved, but not responsible and not necessarily able to influence outside of con-
sultation boundaries. Limited two-way engagement: organization asks questions,
stakeholders answer.

Push Communications

One-way engagement. Organisation may broadcast information to all stakeholders
or target particular stakeholder groups using various channels e.g. email, letter,
webcasts, podcasts, videos, leaflets.

Pull Communications
One-way engagement. Information is made available, and stakeholders choose
whether to engage with it e.g. web-pages, or construction hoardings.

6.3 Virtual Teams

As companies continue to expand globally, the number of people working in teams
with colleagues and managers separated from them by many miles (and often dif-
ferent time zones), is growing. This virtual team strategy has many advantages, but
it presents its own set of managerial challenges; working online is less formalized,
and companies frequently lack clear policies on how to manage virtually (Reiche
2013).

Advances in communications and information technology create new opportuni-
ties for organizations to build and manage virtual teams. Such teams are composed
of employees with unique skills, located at a distance from each other, who must
collaborate to accomplish important organizational tasks (Kirkman et al. 2002).

While work teams were used in the U.S. as early as the 1960s, the widespread
use of teams and quality circles began in the Total Quality Management movement
of the 1980s. In the late 1980s and early 1990s, many companies implemented self-
managing or empowered work teams. To cut bureaucracy, reduce cycle time, and
improve service, line-level employees took on decision-making and problem-
solving responsibilities traditionally reserved for management. By the mid-1990s,
increasing numbers of companies such as Goodyear, Motorola, Texas Instruments,
and General Electric had begun exporting the team concept to their foreign affiliates
in Asia, Europe, and Latin America to integrate global human resource practices
(Kirkman et al. 2001). Now, due to communication technology improvements and
continued globalization, virtual teams have increased rapidly worldwide (Fig. 6.1).

Virtual teams are groups of people who work interdependently with shared pur-
pose across space, time, and organization boundaries using technology to commu-
nicate and collaborate (Lipnack and Stamps 2000) Virtual team members may be
located across a country or across the world, rarely meet face-to-face, and include
members from different cultures (Maznevski and Chudoba 2000). Many virtual
teams are cross-functional and emphasize solving customer problems or generating
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Challenges of working in virtual teams

0%
never met
colleagues

Oy

87%
do a part
virtually

Different
leadership

style

Less time for

relationships
Low speed for @ Different

leadership
style

y ExperteerWorld @ f

decision
making participation

Fig. 6.1 Challenges of working in virtual teams, Source: experteer Magazine (2014)

new work processes (Chase 1999). Virtual work allows organizations to combine
the best expertise regardless of geographic location (Gibson and Cohen 2003)
(Fig. 6.2).

6.3.1 Five Challenges to Virtual Team Success (Kirkman et al.
2002)

Challenge 1: Building trust within virtual teams
Building trust requires rapid responses to electronic communications from team
members, reliable performance, and consistent follow-through.

Unlike face-to-face teams, where trust develops based on social bonds formed by
informal chats around the water cooler, impromptu meetings, or after-work gather-
ings, virtual team members establish trust based on predictable performance.
Challenge 2: Maximizing process gains and minimizing process losses on vir-
tual teams
A critical priority for virtual team leaders is helping their virtual teams maximize
process gains and minimize process losses.

Training begins with teambuilding and continues with efforts to help virtual teams
create charters and mission statements, clarify goals, and develop operating norms.
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Virtual Team Success Pyramid

Here are some of the critical questions teams can explore to assess their effectiveness

expect of us? What do we hold ourselves
accountable for?

Who has responsibility for what on our
team? How do we relate to other

| teams/groups? Clear Roles

How do we manage conflict? How much

do we trust each other? How much Relationship Skills
feedback do we give and receive?

4

How do we manage our meetings and
decision making? What technology do we
need? How will we recognize success?

©2012 Carole Lyles Shaw.All rights reserved. WWW.ColumbiaRG.com

Fig. 6.2 Virtual team success pyramid, source: Shaw (2012)

Sustaining virtual team effectiveness requires an ongoing virtual training pro-
gram to build new skills in meetings management, problem solving, decision-
making, and other team processes.

Comprehensive training efforts allow virtual teams to create synergy by bridging
barriers of time and space and collaborating effectively.

Moreover, stereotyping, gossip, politics, and conflict are often minimized in vir-
tual teams.

Challenge 3: Overcoming feelings of isolation and detachment associated with
virtual teamwork

General managers admitted that it took some time to recognize how to deal with
virtual team member isolation.

Initially, these managers interpreted minimal communication as a signal that all
was well.

Over time, however, managers recognized that some virtual team members
needed more frequent and some almost daily communication.

Experience with isolated virtual team members is that feelings of detachment
and alienation, while possible, can be overcome with careful attention to social
needs.

Psychological testing identifies members with strong social needs, realistic job
previews shape expectations of prospective employees, increased client contact and
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teambuilding meet social needs, and virtual team leaders proactively reach out to
far-flung team members.

Challenge 4: Balancing technical and interpersonal skills among virtual team
members

The selection of virtual team members involves assessments of both task and inter-
personal skills.

Contrary to conventional wisdom, just because team members seldom interact
face-to-face does not mean interpersonal skills will be less important than task-
relevant skills. Indeed, interpersonal skills may be more important as team members
attempt to communicate effectively without relying on traditional non-verbal cues.
Challenge 5: Assessment and recognition of virtual team performance
Individual contributions to team effectiveness can be assessed by monitoring elec-
tronic communications and systematically collecting data from peers and direct
reports using 360-degree assessments.

Performance data provide a solid foundation for recognizing and rewarding team
and individual performance, developing new training programs to assist virtual
teams, and identifying individual team members who can benefit from off-line men-
toring and coaching.

Managers have developed effective techniques to deliver feedback. As one man-
ager stated, “Most everyone's work is measured in the results they produce and
through statistics, and it can all be pulled out systematically for each individual.”

In the virtual workplace, team members can be judged more on what they actu-
ally do rather than on what they appear to be doing.

6.3.2 Managing Virtual Teams (Reiche 2013)

Be Available

It can be isolating working virtually. Don’t make team members feel you are absent;
be in regular contact to talk not just about their day-to-day duties, but beyond that to
general queries about their day, mood and social life.

Organize Regular meetings with Both Individuals and the Whole Team
This should be done both online — through IT technology such as videoconferenc-
ing, social media or Skype — and face-to-face, at least once or twice a year. Even if
companies are cutting costs, it’s a cost well spent on building relationships.

Encourage Informal Conversations

Humans are social animals, and people tend to assume the worst if they don’t know
what others are up to. To help build relationships and trust between members,
encourage your team to share their feelings and chat informally whenever they can.

Rotate
To further break down barriers between team members, try to ensure at least one
team member spends a short period of time in another location.
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Be Creative with Team Bonding

For example, after your team achieves a particular goal, organize a virtual reward
ceremony. Send a small present to all team members and get everyone to open it at
the same time during a video call (Fig. 6.3).

Treat Time Zones Fairly

With teams spread around the world, you may have a very short window to meet
some members or the whole team. Rotate every week the times for meetings to
make sure one member is not always waking up early for meetings and that another
is not going home too late.

Prioritize Cultural Sensitivity

Being culturally aware in a virtual environment, where people are based around the
world, is even more important than in face to face settings. It’s crucial you have an
awareness of the cultural differences in your team and promote cultural training for
all members. For example — Susan sends short and “very direct” emails to other
team members. If they don’t know that’s part of her culture, others may feel uncom-
fortable and feel she’s treating them poorly.

Invest in Socializing Pre-existing Teams

If you inherit a strong pre-existing sub team (everyone knows each other and works
excellently together) — bear in mind that these teams may create even more barriers
if they begin working virtually with other, unfamiliar, team members. People in
strong pre-existing teams are more reluctant to share information as they have a
method that “works”. Invest in building relationships between the whole team or,
recruit someone new in every location and start from scratch.

Look for Shared Understanding When Recruiting

If recruiting, look for people that have worked internationally and who share previous
experiences and similarities. Not necessarily in terms of culture, but in terms of shared
training activities, having worked on similar projects, education background etc.

Fig. 6.3 Team Bonding, source: Wipro Technologies (2004)
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The aim is to have some diversity but to make it easy to build trust with some point of
contact.

Manage Expectations

Team members might be expecting certain global opportunities (like moving to
headquarters at some stage). How do you motivate your team? What happens if the
team goes well? You need to deal with this along with HR — so you should know
from the beginning what you can offer them.

6.3.3 Making Virtual Teams Work (Watkins 2013)

Get the Team Together Physically Early-on

It may seem paradoxical to say in a post on virtual teams, but face-to-face commu-
nication is still better than virtual when it comes to building relationships and foster-
ing trust, an essential foundation for effective team work.

If you can’t do it, it’s not the end of the world (focus on doing some virtual team
building).

But if you can get the team together, use the time to help team members get to
know each other better, personally and professionally, as well to create a shared
vision and a set of guiding principles for how the team will work.

Schedule the in-person meeting early on, and reconnect regularly (semi-annually
or annually) if possible.

Clarify Tasks and Processes, Not Just Goals and Roles
All new leaders need to align their team on goals, roles and responsibilities in the
first 90 days.

With virtual teams, however, coordination is inherently more of a challenge
because people are not co-located.

So it’s important to focus more attention on the details of task design and the
processes that will be used to complete them.

Simplify the work to the greatest extent possible, ideally so tasks are assigned to
sub-groups of two or three team members.

And make sure that there is clarity about work process, with specifics about who
does what and when.

Then periodically do “after-action reviews” to evaluate how things are going and
identify process adjustments and training needs.

Commit to a Communication Charter
Communication on virtual teams is often less frequent, and always is less rich than
face-to-face interaction, which provides more contextual cues and information
about emotional states — such as engagement or lack thereof.

The only way to avoid the pitfalls is to be extremely clear and disciplined about
how the team will communicate.
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Create a charter that establishes norms of behavior when participating in virtual
meetings, such as limiting background noise and side conversations, talking clearly
and at a reasonable pace, listening attentively and not dominating the conversation,
and so on.

The charter also should include guidelines on which communication modes to
use in which circumstances, for example when to reply via email versus picking up
the phone versus taking the time to create and share a document.

Leverage the Best Communication Technologies
Developments in collaborative technologies — ranging from shared workspaces to
multi-point video conferencing — unquestionably are making virtual teaming
easier.

However, selecting the “best” technologies does not necessarily mean going with
the newest or most feature-laden.

It’s essential not to sacrifice reliability in a quest to be on the cutting edge.

If the team has to struggle to get connected or wastes time making elements of
the collaboration suite work, it undermines the whole endeavor.

So err on the side of robustness.

Also be willing to sacrifice some features in the name of having everyone on the
same systems.

Otherwise, you risk creating second-class team members and undermining
effectiveness.

Build a Team with Rhythm
When some or all the members of a team are working separately, it’s all-too-easy to
get disconnected from the normal rhythms of work life.

One antidote is to be disciplined in creating and enforcing rhythms in virtual
team work.

This means, for example, having regular meetings, ideally same day and time
each week.

It also means establishing and sharing meeting agenda in advance, having clear
agreements on communication protocols, and starting and finishing on time.

If you have team members working in different time zones, don’t place all the
time-zone burden on some team members; rather, establish a regular rotation of
meeting times to spread the load equitably.

Agree on a Shared Language
Virtual teams often also are cross-cultural teams, and this magnifies the communi-
cation challenges — especially when members think they are speaking the same
language, but actually are not.

The playwright George Bernard Shaw famously described Americans and the
British as “two nations divided by a common language.”

His quip captures the challenge of sustaining shared understanding across cultures.

When the domain of team work is technical, then the languages of science and
engineering often provide a solid foundation for effective communication.
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However, when teams work on tasks involving more ambiguity, for example gen-
erating ideas or solving problems, the potential for divergent interpretations is a real
danger (see for example this Anglo-Dutch translation guide).

Take the time to explicitly negotiate agreement on shared interpretations of
important words and phrases, for example, when we say “yes,” we mean... and
when we say “no” we mean...and post this in the shared workspace.

Create a “Virtual Water Cooler”
The image of co-workers gathering around a water cooler is a metaphor for informal
interactions that share information and reinforce social bonds.

Absent explicit efforts to create a “virtual water cooler,” team meetings tend to
become very task-focused; this means important information may not be shared and
team cohesion may weaken.

One simple way to avoid this: start each meeting with a check-in, having each
member take a couple of minutes to discuss what they are doing, what’s going well
and what’s challenging.

Regular virtual team-building exercises are another way to inject a bit more fun
into the proceedings.

Also enterprise collaboration platforms increasingly are combining shared work-
spaces with social networking features that can help team members to feel more
connected.

Clarify and Track Commitments
In a classic HBR article “Management Time, Who’s got the Monkey?” William
Oncken and Donald L. Wass use the who-has-the-monkey-on-their-back metaphor
to exhort leaders to push accountability down to their teams.

When teams work remotely, however, it’s inherently more difficult to do this,
because there is no easy way to observe engagement and productivity.

As above, this can be partly addressed by carefully designing tasks and having
regular status meetings.

Beyond that, it helps to be explicit in getting team members to commit to define
intermediate milestones and track their progress.

One useful tool: a “deliverables dashboard” that is visible to all team members
on whatever collaborative hub they are using.

If you create this, though, take care not to end up practicing virtual micro-
management.

There is a fine line between appropriate tracking of commitments and overbear-
ing (and demotivating) oversight.

Foster Shared Leadership
Defining deliverables and tracking commitments provides “push” to keep team
members focused and productive; shared leadership provides crucial “pull.”

Find ways to involve others in leading the team.

Examples include: assigning responsibility for special projects, such as identify-
ing and sharing best practices; or getting members to coach others in their areas of
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expertise; or assigning them as mentors to help on-board new team members; or
asking them to run a virtual team-building exercise.

By sharing leadership, you will not only increase engagement, but will also take
some of the burden off your shoulders.

Don’t Forget the 1:1 s
Leaders’ one-to-one performance management and coaching interactions with their
team members are a fundamental part of making any team work.

Make these interactions a regular part of the virtual team rhythm, using them not
only to check status and provide feedback, but to keep members connected to the
vision and to highlight their part of “the story” of what you are doing together.

6.4 Innovation in Global Delivery and Virtual Teams
(Neumann 2012)

No Content

6.5 Decisions: Virtual Team Best Practices

Login to kdibis as described in Sect. 2.7. In the cockpit click International Project
Management.

Decisions are to be made about the priorities of virtual team priorities (Fig. 6.4).
Students will rank eighteen criteria and mark the impact of each decision as high or
low. The results will be mapped against industry best practices and will have impact
on the market shares of the four competitors.

Virtual Team Best Practices: 1 = very important, 18 = not important - Impact high/low

Building Trust Within Virtual Teams|Select  ~| Impact: ©high O low

Balancing Technical and Interpersonal Skills Among Virtual Team Members | Select  ~ tmpact: O high O low
Assessment and Recognition of Virtual Team Performance|Select  ~| Impact: ©high O low

Be available|Select -] Impact: O high O low

Organize regular meetings with both individuals and the whole team W Impact: © high O low
Encourage informal conversations| Select | Impact: O high Olow

Rotate[Select  ~| Impact: ©high O low

Be creative with team bonding |Select | Impact: O high O low

Treat time zones fairly|Select  ~| Impact: O high Olow

Prioritize cultural sensitivity | Select v: Impact: O high Olow

Invest in socializing pre-existing teams | Select  ~| Impact: O high Olow

Look for shared understanding when recruiting W Impact: O high Olow

Manage expectations|Select  ~| impact: Ohigh Olow

Get the team together physically early-on|Select  ~| Impact: © high O low

Clarify tasks and processes, not just goals and roles|Select | Impact: ©high O low

Leverage the best communication technologies [select | Impact: ©high O low

Clarify and track commi select | Impact: O high O low

Foster shared leadership|Select  ~| Impact: © high O low

Fig. 6.4 Virtual team best practices
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Chapter 7
Conflict Management in International Projects

Abstract The management of culture has become increasingly important to many
organizations and business disciplines, particularly multicultural and international
project management. Cultural differences often result in varying degrees of conflict
and require careful consideration.

7.1 Hofstede’s Dimensions of National Culture (Hofstede 2001)

Through the publication of his scholarly book Culture’s Consequences (1980, new
edition 2001), Geert Hofstede (1928) became the founder of comparative intercul-
tural research.

He is recognized internationally for having developed the first empirical
model of dimensions of national culture, thus establishing a new paradigm for
taking account of cultural elements in international economics, communication
and cooperation.

Later, he also developed a model for organizational cultures.

Culture is the collective programming of the mind distinguishing the members of
one group or category of people from others.

Management is getting things done through other people. Or more specifically:
coordinating the efforts of people towards common goals.

The other people involved may be subordinates, clients, customers, suppliers,
authorities, or the public in general (Stakeholder).

Important is that management is always about people.

The values that distinguished country cultures from each other could be statisti-
cally categorized into four to six groups.

¢ Power Distance (PDI)

e Masculinity versus Femininity (MAS)

e Uncertainty Avoidance (UAI)

e Long-Term Orientation (LTO) vs. short term orientation
e Indulgence versus restraint (IVR)

© Springer-Verlag GmbH Germany 2017 79
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Power Distance (PDI)
Power distance is the extent to which the less powerful members of organizations and
institutions (like the family) accept and expect that power is distributed unequally.

Individualism Versus Collectivism (IDV)
The degree to which individuals are integrated into groups.

In individualistic societies, the stress is put on personal achievements and indi-
vidual rights.

People are expected to stand up for themselves and their immediate family, and
to choose their own affiliations.

In contrast, in collectivist societies, individuals act predominantly as members of
a lifelong and cohesive group or organization (note: “The word collectivism in this
sense has no political meaning: it refers to the group, not to the state”).

People have large extended families, which are used as a protection in exchange
for unquestioning loyalty.

Masculinity Versus Femininity (MAS)
The distribution of emotional roles between the genders.

Masculine cultures’ values are competitiveness, assertiveness, materialism,
ambition and power, whereas feminine cultures place more value on relationships
and quality of life.

In masculine cultures, the differences between gender roles are more dramatic
and less fluid than in feminine cultures where men and women have the same values
emphasizing modesty and caring.

As a result of the taboo on sexuality in many cultures, particularly masculine
ones, and because of the obvious gender generalizations implied by Hofstede’s ter-
minology, this dimension is often renamed by users of Hofstede’s work, e.g. to
Quantity of Life vs. Quality of Life.

Uncertainty Avoidance (UAI)
A society’s tolerance for uncertainty and ambiguity.

It reflects the extent to which members of a society attempt to cope with anxiety
by minimizing uncertainty.

People in cultures with high uncertainty avoidance tend to be more emotional.
They try to minimize the occurrence of unknown and unusual circumstances and to
proceed with careful changes step by step planning and by implementing rules, laws
and regulations.

In contrast, low uncertainty avoidance cultures accept and feel comfortable in
unstructured situations or changeable environments and try to have as few rules as
possible.

People in these cultures tend to be more pragmatic, they are more tolerant of
change.

Long-Term Orientation (LTO) Versus Short Term Orientation
First called “Confucian dynamism”, it describes societies’ time horizon.
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Long term oriented societies attach more importance to the future.

They foster pragmatic values oriented towards rewards, including persistence,
saving and capacity for adaptation.

In short term oriented societies, values promoted are related to the past and the
present, including steadiness, respect for tradition, preservation of one’s face, recip-
rocation and fulfilling social obligations.

Indulgence Versus Restraint (IVR)

The extent to which member in society try to control their desires and impulses.
Whereas indulgent societies have a tendency to allow relatively free gratification

of basic and natural human desires related to enjoying life and having fun, restrained

societies have a conviction that such gratification needs to be curbed and regulated

by strict norms.

7.2 Differences Between Cultures on the Value Dimensions
(Hofstede 2016)

Power Distance Index

shows very high scores for Latin and Asian countries, African areas and the Arab
world. On the other hand, Anglo and Germanic countries have a lower power dis-
tance (only 11 for Austria and 18 for Denmark). For example, the United States has
a 40 on the cultural scale of Hofstede’s analysis. Compared to Guatemala where the
power distance is very high (95) and Israel where it is very low (13), the United
States is in the middle. In Europe, power distance tends to be lower in northern
countries and higher in southern and east-ern parts: for example, 68 in Poland and
57 for Spain vs. 31 for Sweden and 35 for the United Kingdom.

Regarding the individualism index, there is a clear gap between developed and
Western countries on one hand, and less developed and eastern countries on the
other. North America and Europe can be considered as individualistic with rela-
tively high scores: for ex-ample, 80 for Canada and Hungary. In contrast, Asia,
Africa and Latin America have strong collectivistic values: Colombia scores only
13 points on the IDV scale, and Indonesia 14. The greatest contrast can be drawn
comparing two extreme countries on this dimension: 6 points for Guatemala vs. 91
points score for the United States. Japan and the Arab world have middle values on
this dimension.

Uncertainty Avoidance

scores are the highest in Latin American countries, Southern and Eastern Europe
countries including German speaking countries, and Japan. They are lower for
Anglo, Nordic, and Chinese culture countries. However, few countries have
very low UAI For example, Germany has a high UAI (65) and Belgium even
more (94) compared to Sweden (29) or Denmark (23) despite their geographical
proximity.



82 7 Conflict Management in International Projects

Masculinity

is extremely low in Nordic countries: Norway scores 8 and Sweden only 5. In contrast,
Masculinity is very high in Japan (95), and in European countries like Hungary, Austria
and Switzerland influenced by German culture. In the Anglo world, masculinity scores
are relatively high with 66 for the United Kingdom for example. Latin countries pres-
ent contrasting scores: for example, Venezuela has a 73-point score whereas Chile’s is
only 28. In the USA as well as in other masculine cultures such as Britain and Ireland,
there is a feeling that conflicts should be resolved by a good fight.

High long term orientation scores are typically found in East Asia, with China
having 118, Hong Kong 96 and Japan 88. They are moderate in Eastern and Western
Europe, and low in the Anglo countries, the Muslim world, Africa and in Latin
America.

Indulgence Scores
are highest in Latin America, parts of Africa, the Anglo world and Nordic Europe;
restraint is mostly found in East Asia, Eastern Europe and the Muslim world.

7.3 Thomas & Kilman’s Conflict Management Styles
(Thomas and Kilmann 2015)

Because no two individuals have exactly the same expectations and desires, conflict
is a natural part of our interactions with others. Two basic dimensions (assertive-
ness, cooperativeness) of behavior define five different modes for responding to
conflict situations (Fig. 7.1):
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Competing

is assertive and uncooperative — an individual pursues his own concerns at the other
person’s expense. This is a power-oriented mode in which you use whatever power
seems appropriate to win your own position — your ability to argue, your rank, or
economic sanctions. Competing means “standing up for your rights,” defending a
position which you believe is correct, or simply trying to win.

Accommodating

is unassertive and cooperative — the complete opposite of competing. When accom-
modating, the individual neglects his own concerns to satisfy the concerns of the
other person; there is an element of self-sacrifice in this mode. Accommodating
might take the form of selfless generosity or charity, obeying another person’s order
when you would prefer not to, or yielding to another’s point of view.

Avoiding

is unassertive and uncooperative — the person neither pursues his own concerns nor
those of the other individual. Thus he does not deal with the conflict. Avoiding
might take the form of diplomatically sidestepping an issue, postponing an issue
until a better time, or simply withdrawing from a threatening situation.

Collaborating

is both assertive and cooperative — the complete opposite of avoiding. Collaborating
involves an attempt to work with others to find some solution that fully satisfies their
concerns. It means digging into an issue to pinpoint the underlying needs and wants
of the two individuals. Collaborating between two persons might take the form of
exploring a disagreement to learn from each other’s insights or trying to find a cre-
ative solution to an interpersonal problem.

Compromising

is moderate in both assertiveness and cooperativeness. The objective is to find
some expedient, mutually acceptable solution that partially satisfies both parties. It
falls intermediate between competing and accommodating. Compromising gives
up more than competing but less than accommodating. Likewise, it addresses an
issue more directly than avoiding, but does not explore it in as much depth as col-
laborating. In some situations, compromising might mean splitting the difference
between the two positions, exchanging concessions, or seeking a quick middle-
ground solution.

Each of us is capable of using all five conflict-handling modes. None of us can
be characterized as having a single style of dealing with conflict. But certain people
use some modes better than others and, therefore, tend to rely on those modes more
heavily than others — whether because of temperament or practice. Your conflict
behavior in the workplace is therefore a result of both your personal predispositions
and the requirements of the situation in which you find yourself.
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7.4 Culture and Conflict Management (Mohammed et al.
2008)

The management of culture has become increasingly important to many organiza-
tions and business disciplines, particularly multicultural and international project
management. Cultural differences often result in varying degrees of conflict and
require careful consideration.

The term business culture has become increasingly used since its introduction in
the 1980’s and its importance and effect upon all manner of organizations has
achieved considerable significance especially as those organizations have engaged in
more international exploits (Pheng and Yuquan, 2000). While internationalization of
business provides opportunity in terms of economies of scale and growth for exam-
ple, it also presents special managerial difficulties. Failing to handle the diversity and
complexity of host cultures and their integration with existing or intended organiza-
tional culture can be catastrophic. Poor employee motivation, low staff retention,
marketing ineffectiveness and loss of competitive advantage are the potential results.
On the other hand, successful cultural management can foster innovative practices,
organizational knowledge creation and become a potential source of competitive
advantage (Hoecklin 1996; Evans et al. 1991; Hofstede 1985).

A study surveyed 116 Project Managers in a multinational telecom organization in
15 countries around the globe using the Thomas-Kilmann Conflict Mode Method
(Thomas and Kilmann 2015) to determine their approach toward managing conflict.

Indian, French and UK Project Managers’ conflict management style are corre-
lated with Hofstede’s description of their cultural characteristics. There are significant
links between the cultural dimensions of Individualism and Masculinity with the pro-
pensity for Project Managers to adopt a Competitive style of conflict management.
Uncertainty Avoidance correlates with a tendency for Project Managers to adopt an
Avoiding approach to conflict management. Other relationships are found between
Hofstede’s cultural dimensions and conflict management styles in Project Managers.

7.4.1 Competitor

Individuals pursue their own goals at the expense of others (Fig. 7.2).

7.4.2 Accommodator

Individuals support others in the pursuit of their goals (Fig. 7.3).

7.4.3 Avoider

Individuals neglect their own goals and those of others (Fig. 7.4).
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Fig. 7.2 Conflict management style ranking — Competitor
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Fig. 7.3 Conflict management style ranking — Accommodator

7.4.4 Collaborator

Individuals attempt to find ways for themselves and others to achieve their goals
(Fig. 7.5).

7.4.5 Compromiser

Individuals attempt to partially fulfil their own goals and those of others (Fig. 7.6).
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Fig. 7.5 Conflict management style ranking — Collaborator

7.4.6 Conflict Management Style Ranking Total Average

Conflict management style ranking total average (Fig. 7.7)

7.5 Decisions: Conflict management style ranking

Login to kdibis as described in Sect. 2.7. In the cockpit click Conflict Management
in International Projects.


http://dx.doi.org/10.1007/978-3-662-53150-1_2
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Fig. 7.7 Conflict management style ranking total average

Students will rank five conflict management styles for fifteen countries (Fig. 7.8).
The decisions will be compared with the results of a survey and will have impact on
the market shares of the four competitors.

7.6 Assigned Reading

Section 8.6 Advancing Intercultural Competencies for Global Collaboration


http://dx.doi.org/10.1007/978-3-662-53150-1_8
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Fig. 7.8 Conflict management style ranking
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Part 111
Course Material

Abstract

Part III contains complementary course material like case studies, game company
profiles, and papers.



Chapter 8
Papers and Cases

Abstract This chapter includes complementary reading material as detailed back-
ground information to specific topics which can be used for an in-depth analysis by
instructors and students. Reference to these articles is given at the end of each cor-
responding chapter.

8.1 Lionel Messi’s shoes: ‘The greatest insult in Egyptian
history?’ (CNN 2016)

Lionel Messi’s shoes: ‘The greatest insult in Egyptian history?’

It started out innocently enough. The beloved Argentinian football player Lionel
Messi offered a pair of his used football boots as a donation during an Egyptian
television program on the private network MBC Masr — a private network.

“One of the things he does is give charity all over the world and these will be
among the donations he gives,” Egyptian presenter Mona El-Sharkawy says as she
sits across from the celebrity with the red and white boots held up to the camera.

“And he gave these to our program because we will start an auction for them.
Messi, Thank you very very much.”

But quickly the goodwill gesture turned into a great offense against the Egyptian
people.

“We (Egyptians) have never been so humiliated during our seven thousand years
of civilization,” Said Hasasin, a controversial parliament member and TV presenter
responded during his program Sunday, “I will hit you with the shoes, Messi,” he
said, as he held up his own shoes, and mockingly said he would donate his leather
lace-ups to Argentina.

CNN’s attempts to contact Messi through his club team Barcelona have so far
proved unsuccessful.

The controversy centers on the significance of shoes in Arab culture. Considered
one of the lowliest of items, because it literally touches the ground, many Egyptians
find it a dirty and inappropriate object.

To call someone a “gazma,”’ the Arabic word for shoe, is a great insult. And if a
family elder catches sight of your soles, say if you have your feet up, you are sure
to pay the price.
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Even Egypt’s Football Association spokesman Azmy Megahed chimed in on the
issue, saying: “Our poor don’t need him. Shoes work for him...I am confused, if he
intends to humiliate us, then I say he better put these shoes on his head and on the
heads of the people supporting him. Give your shoes to your country, Argentina is
full of poverty.”

In Egyptian culture, if your shoe is left overturned at someone’s doorway, it’s a
great snub. If you walk into someone’s home with your shoes, it’s a disgrace. If, as
happens in nearly every Egyptian soap opera, someone lifts their shoe as if to hit
you, they intend to add insult to injury.

The two common articles on everyone’s feet are simply one of the strongest
offenses in the Middle East.

The affront was so great that El-Sharkawy had to defend her program publicly on
Monday by arguing that donations were not necessarily intended for Egypt’s poor.

“Messi did not even mention Egypt and I did not say the proceeds would go to
Egypt,” the anchor said in what appeared to be an attempt to recall the scandal, “I
am so surprised that people are accusing us of things that weren’t even said.”

But not all were so quick to make a villain of the 28-year old Messi. A fellow
footballer rushed to his defense on social media.

“The most precious thing the writer owns is his pen and the most precious thing
the footballer owns is his shoes,” famed Egyptian striker Ahmed “Mido” Hossam
wrote on Twitter, “I hope we stop the false accusations.”

8.2 Airbus Industries (Airbus 2015)

Airbus Industries
Airbus has developed its own transportation system to airlift the large, pre-assembled
sections of its jetliners from their production locations to final assembly lines in
Toulouse and Hamburg. This service is performed by a fleet of five A300-600ST
Super Transporters.

These modified A300-600 s, nicknamed the ‘Beluga’, have a bulbous main-deck
cargo cabin which enables the loading of complete fuselage sections and wings of
single-aisle, long-range and future A350 XWB aircraft (47 metric tons, 900 nautical
miles).

The A380’s size means its fuselage and wing sections are shipped via a surface
transportation network that includes specially-commissioned roll-on roll-off ships
to carry these sections from production sites in France, Germany, Spain and the
United Kingdom to the French city of Bordeaux. From there, sections are trans-
ported by barge along the Garonne River to the Toulouse final assembly line.

As for other Airbus aircraft programs, production of the A380 takes place in dif-
ferent sites across Europe. Each site produces completely equipped sections, which
are transported to final assembly.
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Most A380 sections are transported to Toulouse by sea, river and road. A number
of smaller components, such as the vertical fin produced in Stade or the nose section
produced in Meaulte, France, carried in Airbus’ Beluga fleet.

Airbus Industries: A Worldwide Network of Design Offices and Engineering
Centers

The design office at Airbus’ headquarters in Toulouse, France gathers such top-level
competencies as architecture integration, general design, structural design and com-
putation, integration tests and systems, and propulsion.

Five additional Airbus design offices and engineering centers are located through-
out Europe, with sites operating in Spain, the UK, Russia and Germany — the
latter of which includes two facilities in Hamburg and Bremen.

Airbus’ Filton, UK location focuses on design, engineering and support for
Airbus wings, fuel systems and landing gear integration, with additional teams
working on systems, structures and aerodynamics projects.

In Spain, the company’s Getafe facility handles composites design, develop-
ment and manufacture, as well as the design and manufacturing of tooling.

The Engineering Centre Airbus Russia (ECAR) is a joint venture facility
with the Russian industrial group Kaskol. ECAR design teams support Airbus
engineers in Hamburg and Toulouse, focusing primarily on fuselage structure,
stress and systems installation, as well as the design of cabin interiors and freight
compartments.

As part of its pledge to support the development of India’s aviation sector,
Airbus in 2007 opened its Bangalore engineering center, which cooperates closely
with the company’s other engineering sites around the world, as well as with the
country’s growing aerospace industry.

As a 100 % Airbus-owned subsidiary, the Airbus Engineering Centre India
Pvt. Ltd. (AECI) focuses on the development of advanced capabilities in the areas of
modelling and simulation, covering such areas as flight management systems, compu-
tational fluid dynamics (CFD), as well as digital simulation and visualization.

The Bangalore facility’s cooperation with other Airbus sites include the devel-
opment of a simulated A380 flight management system that allows system engi-
neers to provide mature specifications for suppliers of flight management systems,
which are key elements in such modern jetliners as Airbus’ twenty-first century
flagship.

Inauguration of the Airbus (Beijing) Engineering Centre (ABEC) in 2005
marked a new phase in the decades-long industrial partnership between China and
Airbus, with the goal of making China a full risk-sharing partner of up to a 5%
airframe work share on a new-generation Airbus aircraft. This strategy has since
been applied to the A350 XWB.

The Beijing-based facility is a joint venture between Airbus and China’s two
largest aviation companies — China Aviation Industry Corporation I (AVICI) and
China Aviation Industry Corporation II (AVICII), and its core activities center on
specific design packages for new aircraft programs.
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Airbus’ first North American design and engineering facility was opened in
Wichita, Kansas during 2002. Beginning with an initial staff of 40 people, this loca-
tion — which is involved in wing design for the A380 and other long-range Airbus
aircraft — employed more than 300 highly-skilled engineers as of October 2011,
with additional growth anticipated during the following years.

In 2010, the location was expanded with a second engineering center to focus on
wing work for Airbus aircraft, as well as to house a team of in-service repair engi-
neers specializing in critical support for customers around the world.

Southeast of Wichita in the U.S. is the Airbus Americas Engineering facility in
Mobile, Alabama, which is responsible for various interior elements of the next-
generation widebody A350 XWB jetliner — including design and engineering work
for its cabin, crew rest areas, lavatories and galleys.

Airbus Industries: Production Sites

France: Toulouse’s responsibilities include engineering (general design, systems
and integration tests, definition of the structure and more), structure testing and a
materials processes development center, systems organization, A400M design and
development, flight tests, the Beluga hangar and one of Airbus’ three delivery cen-
ters. It also hosts final assembly lines for the A320, A350 XWB and A330 — includ-
ing the cabin furnishing and painting — as well as the A380’s final assembly and
preparation for flight.

The Saint-Nazaire plant specializes in structural assembly, equipping and test-
ing of front and central fuselage sections for the entire Airbus family. It receives
sub-assemblies to be fitted for the forward fuselage for the A320 Family, the for-
ward and central fuselage for the A330 and A380 families, and the nose fuselage for
the A400M and A350 XWB. Saint-Nazaire is also in charge of equipping and test-
ing these sections before delivering them to Airbus final assembly lines.

Nantes specializes in the manufacturing and assembly of the center wing boxes
for all Airbus aircraft, and is a leader in the manufacture of Carbon Fibre Reinforced
Plastic structural parts, such as the A350 XWB keel beam. Nantes also is responsi-
ble for manufacturing the radomes for the entire Airbus family, the ailerons for the
A330 and A380 families and air inlets for the A350 XWB, A380 families and
A320neo.

UK: Located in North Wales, Airbus’ Broughton site assembles wings for the
entire family of aircraft commercial aircraft, producing over 1,000 wings per year.
Its activities include wing skin milling, stringer manufacture, full wing equipping
and wing box assembly.

Filton is the other UK-based site for Airbus, with its engineering and research &
technology groups responsible for wing design, landing gear and fuel systems
design and testing; manufacturing of components and the assembly of the A400M
wings.

Getafe, located in central Spain, specializes in aeronautical component engi-
neering, design, production and assembly. The plant is the delivery center for final
assembly lines in Toulouse and Hamburg for all the programs with the exception of
the A380 — a role it shares with the Puerto Real plant in Cadiz.
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Located in the south of Spain, Puerto Real specializes in automated assembly
of movable surfaces (rudders and spars) for all Airbus jetliner programs. It also is
responsible for final equipment and delivery to the final assembly line of large,
complex structural components — such as the horizontal tail plane and belly fairing
of the A380 fuselage and produce the horizontal tail plane boxes of the A350 XWB.

8.3 CRM Contributes to a Scary Halloween for Hershey
(techtarget 2004)

CRM Contributes to a Scary Halloween for Hershey

Candy producers record 40 % of their annual sales between October and December.
Halloween, the biggest candy-consuming holiday, accounts for about $2 billion in
sales.7 For a candy producer, missing Halloween is like a toy company missing
Christmas. Unfortunately, in 1999, that’s just what happened to Hershey, the nation’s
largest candy maker.8 Just before the big candy season, shelves at warehouses and
retailers lay empty of treats such as Hershey bars, Reese’s Peanut Butter Cups,
Kisses, Kit-Kats, and Rolos. Though inventory was plentiful, orders had not arrived
and distributors could not fully supply their retailers.

Hershey announced in September that it would miss its third quarter earnings fore-
casts due to problems with new customer order and delivery systems that had been
recently rolled out. The new enterprise resource planning (ERP) and CRM processes
and technology implemented earlier in the year had affected Hershey’s ability to take
orders and deliver product. The $112 million system aimed to modernize business
practices and provide front-to-back automation from order-taking to truck-loading,
but Hershey lost market share as problems allowed rivals to benefit during the season.
Mars and Nestlé both reported unusual spurts of late orders as the Halloween season
grew nearer. The most frustrating aspect of the situation is that Hershey had plenty of
candy on hand to fill all its orders. It just couldn’t deliver the orders to customers.

By December 1999, the company announced it would miss already lowered
earnings targets. It stated that lower demand in the last few months of the year was
in part a consequence of the earlier fulfillment and service issues. Hershey had
embarked on the project in 1996 to better coordinate deliveries with its retailers,
allowing it to keep its inventory costs under control. The company also needed to
address Y2K problems with its legacy systems. CRM, ERP, and supply chain man-
agement systems were implemented, along with 5,000 personal computers and a
complex network of servers. The intention was to integrate these software and hard-
ware components in order to let the 1,200-person sales force shepherd orders step-
by-step through the distribution process. Sales could also better coordinate with
other departments to handle every issue from order placement to final delivery. The
system was also designed to help Hershey measure promotional campaigns and set
prices, plus help run the company’s accounting operations, track ingredients, and
schedule production and truck loading.
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Hershey realized that the business process changes involved with such a transfor-
mation were highly intricate. However, despite the size and complexity of the
undertaking, the firm decided on an aggressive implementation plan that entailed a
large piece of the new infrastructure going live at the same time. Unfortunately, the
project ran behind schedule and wasn’t ready until July 1999 when the Halloween
orders had already begun to come in. Problems in getting customer orders into the
system and transmitting the correct details of those orders to warehouses for ship-
ping began immediately. By August, the company was 15 days behind in filling
orders, and in September, order turnaround time was twice as long as usual.

In recent years, Hershey sales growth had exceeded its rivals, and the company
was expecting 4-6 % growth that year. However, sales instead slipped and the com-
pany admitted that problems with the new system alone had reduced sales by $100
million during the period.

8.4 Global Sourcing: Shifting the Focus from Cost Saving
to a Strategic Set-up (Gronwald 2012)

Global Sourcing: Shifting the Focus from Cost Saving to a Strategic Set-up
Abstract The common understanding of global sourcing as a procurement centric
task of companies to resolve shortage of talents in the context of established off-
shoring and outsourcing models will be reviewed for product sourcing and service
sourcing separately. Understanding offshoring as a location-specific delivery model
and outsourcing, on the other hand, having significant impact on the governance,
delivery system and the companies’ organization (onsite or offshore), global sourc-
ing is seen as a combination of both. Discussing various offshoring and outsourcing
failures at the beginning of the twenty-first century has impact on future global
sourcing strategies. As a result, we will introduce the concept of “outsourcing of
global sourcing” as part of a service provider’s delivery model. Indian service pro-
viders have developed a unique system of education, processes and tool-based
delivery systems which are mostly standardized across the industry. High attrition
in the industry requires a focus on knowledge retention rather than people retention.
This attrition and rotation of highly skilled and experienced talents enables small
start-ups now to inherit the principles and processes of the big ones and implement
global sourcing as business model for SMEs worldwide. This gives once again India
a competitive advantage in the professional services market.

1. Introduction

There have been various definitions in the literature of offshoring, outsourcing
and global sourcing, changing over the period of time. We will therefore restrict the
discussion on papers published 2008 or later. Only in the recent years, India-based
service providers have matured as global service providers while companies have
become more outsourcing ready. Global sourcing as a procurement model has been
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discussed in various ways during the last couple of years with a clear focus on
impact on the companies’ organization. This article introduces a new concept of
outsourcing of global sourcing passing it to the service provider as part of their
delivery model focused on India-based service providers who are best suited for this
concept as a result of their cultural, organizational and business model.

2. Offshoring and Outsourcing

Although there has been quite a common understanding among various authors
about the distinction between offshoring and outsourcing, in daily business they are
often used “almost as synonyms” (Agerfalk and Fitzgerald 2008). In order to be
more precise, offshoring is linked to location, while outsourcing is about gover-
nance (see Davis et al. 2004) or ownership (see Miroudot et al. 2009). In other
words, offshoring does not require an external service provider, while outsourcing
can be done anywhere. In-house offshoring, without the involvement of an external
service provider, captive centers, is dominating shared services still. According to
these definitions, there is no difference between offshore and nearshore, both are the
same: delivering services from a foreign country. The selection criteria for the loca-
tion of an offshore center are linked to costs, logistics, availability of resources,
taxes, legal restrictions, political stability, etc., but they do not have impact on the
governance or delivery model needed for running an offshore center; the same rules
apply to any location.

Outsourcing, on the other hand, does have significant impact on the governance,
delivery system and the firm’s organization (onsite or captive). Thus, the basic ques-
tion when it comes to sourcing models is not so much where, but what, why and
how.

There are some observations which are misleading the discussion about the right
souring model in-side a firm and between a firm as a customer and an outsourcing
vendor.

* Many sourcing discussions still are about nearshore versus offshore, although
there is no difference between them. Both represent one and the same sourcing
model: a location outside the firm’s premises in a foreign country (but not neces-
sarily outside the firm’s boundaries) (see Miroudot et al. 2009).

* Many research and statistics do not make any difference between what to off-
shore or out-source, “service functions” like IT and administration (cost factors)
or “product functions” like R&D, engineering services, innovation or product
development. But, this distinction has a significant impact on the right decision
when it comes to outsourcing.

* According to Peeters et al. (2010), cost savings have been the main arguments for
offshoring and outsourcing decisions on vendor and on customer’s side with off-
shoring into low-cost countries and outsourcing discussions about labor arbi-
trage and rate cards. This implicitly suggests that service functions would be the
major offshoring/outsourcing components tradition-ally and product functions
have come into the discussion only recently. It is just the opposite. Although less
than 10 % of the companies were going offshore until 1998—-1999, two functions
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have been dominating since the beginning: IT as cost factor, and innovation ser-
vices (R&D, engineering, product design) as production factors (see Manning
et al. 2008; Peeters et al. 2010). Innovation services were the leading offshored
services between around 1993 and 1996. Between 1998 and 2000, when the
offshoring wave started on a larger scale, IT became the dominating offshored
service, but still followed by innovation services. I will focus on those two prin-
cipal services, one a service function and other a product function for further
discussions.

3. The Offshoring Learning Curve and Outsourcing Readiness

Between 2000 and 2009, IT was the fastest growing offshored service, expand-
ing from 10 % to more than 45 % of companies with 40 % outsourced in 2000 and
70 % in 2009. While 50 % of the companies in UK and the USA already outsourced
their services in 2000, less than 10 % did it in Germany. In 2009, almost 70 % of the
companies in the UK, the USA, Germany, and Scandinavia were outsourcing their
services (see Peeters et al. 2010).

Many companies went through an expensive outsourcing learning curve until
around 2005 when most offshored captive or outsourced services were run as staff
augmentation in a factory model with rate cards and where moving to cheap coun-
tries was dominating. Landis et al. (2005) observed significant differences between
the matured product outsourcing and the outsourcing of service functions, like
IT. This study is based on 25 large enterprises representing an outsourcing contract
value of £26bn: “62 per cent realized that their outsourced IT required more man-
agement effort than expected, 57 per cent said they could not release internal
resources for other projects, leading to larger than anticipated management over-
heads, 52 per cent ranked cost-related issues as the main risks, 81 per cent had
limited or no transparency to a supplier’s pricing and cost structure, resulting in
increased chances of paying additional costs, 48 per cent did not have a standard-
ized methodology to evaluate the business case for outsourcing.” Savvas (2005),
referring to Landis et al. (2005).

My personal experiences during these years suggest that many of those compa-
nies were neither outsourcing nor offshoring ready and especially the large Indian
services providers were not really ready for the global services market.

Even today there are some general cultural flaws where Indian vendors do not
meet the expectations of their meanwhile matured customers and prospects: the lack
of strong program managers, the tendency of being reactive and not proactive as
demanded these days and a lack of predictability based on a different work style (a
significant challenge in countries such as Germany); and many “managed services”
projects are still staff augmentation based, “people centric” not “team centric’.

The key message from the study that managing outsourcing partners (or offshore
centers) can in-crease internal costs more than that will be compensated by cost sav-
ings through outsourcing and offshoring can be extrapolated to multivendor envi-
ronments and global sourcing strategies. The move from global sourcing as a
procurement task to a vendor-specific delivery model will be discussed below in
Sect. 5.
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4. Talent Development: The India Differentiator

Indian outsourcing service providers (meanwhile large and small ones) have
some significant cultural advantages for incorporating global sourcing as a delivery
model with respect to other countries. Here where and to whom to outsource play
an important role. India has become the global hub for R&D and innovation in engi-
neering and IT services, not because it has better, cheaper or got more resources
than the rest of the world, but because Indian enterprises develop their talents in a
different manner and so perform better. When it comes to the discussion about the
number of engineering graduates in India compared to the rest of the world, there is
often the argument from outside India that “only 25 % of graduates are ready for
work” (McKinsey). Indian companies, on the other hand, realized long ago that 0 %
of the graduates are ready, especially in the IT industry. The large Indian enterprises
have virtually become universities, employing hundreds of faculty (see Wadhwa
2008) and up to 15,000 students per year, which is 1% of applicants as average
industry standard. Since 2010, more and more top US graduates are applying at top
Indian vendors due to the quality of postgraduate education. Most Indian vendors
are members of the “American Society for Training & Development” (ASTD), the
world’s largest professional association dedicated to industry training and develop-
ment. Mahindra Satyam won the 2007 Global Best Awards for their education from
ASTD as first non-US company. All top Indian companies have been among the top
20 each year. Attrition is high during the first 2-3 years in this field, but this has
turned out to have more advantages than disadvantages for India’s services industry,
including the small ones. Since the education standard is generally high and stan-
dardized between the companies, they end up training not just for themselves, but
for the entire industry. With a team-oriented working culture, the focus of the sys-
tem has to be more on “knowledge retention” than “people retention”, one impor-
tant factor to establish global sourcing delivery models. Global enterprises outside
India have started to adopt this model and apply it for other emerging countries like
Mexico and Romania (see Manning et al. 2008).

5. Outsourcing of Global Sourcing: A Delivery Model

The shortage of science and engineering talents in most industry nations has
become main motivator for companies chasing these resources on a global scale.
Germany alone has a shortage of around 35,000 engineers (Erdmann and Koppel
2009).

Today there are three main drivers for outsourcing and offshoring to countries
such as India: cost savings, flexible capacity and gaining access to new technology
(innovation) for both product and service sourcing. This defined “global sourcing of
talent” (Manning et al. 2008) as procurement task which led to the current common
understanding of being a company and not service provider driven activity. This
model has an even greater impact on internal company organizations with the dan-
ger of failure (in service sourcing) than the previously offshoring adventures from
2003. Quoting Contractor et al. (2010): “...global strategy amounts to...the optimal
disaggregation or slicing of the firm’s value chain into as many constituent pieces as
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organizationally and economically feasible, followed by...decisions as how each
slice should be allocated geographically (‘offshoring’) and organizationally (‘out-
sourcing’)”. Miroudot et al. (2009) call this the process of “creative destruction”
and associate it with outsourcing. They refer to the book “Capitalism, Socialism and
Democracy” by Joseph Schumpeter, who introduced this term in 1942. It describes
the process of transformation of an economy that accomplishes radical innovation.

While this concept has been established successfully as product sourcing in the
automotive and aerospace industry which has integrated tierl and tier2 suppliers
into their value chain over a couple of decades, adopting this simply to services
functions, like IT, will not work as proven already. There are examples of automo-
tive companies which have done exactly that: replicate their product sourcing con-
cept and outsource their IT services to many (50 plus) small- and mediumsized
de-pendent-independent local service providers, many of them working on premise
or very close to the company over the last decades. Offshoring these is impossible.
Therefore, vendor consolidation programs have been initiated and some began
using Indian service providers as tierl suppliers (frontend) with the intention to
have the local providers working as tier2 through the Indian front end, passing the
sourcing tasks to the Indian vendor on a global scale.

We therefore introduce global sourcing as part of the service providers’ delivery
model (outsource global sourcing). Due to their homogenous training system across
the services industry, resulting in similar centralized competency and delivery orga-
nizations with the same underlying quality and process systems (CMMS5, Six Sigma,
Lean, etc.), and similar tool support, Indian service providers are best prepared for
this model.

Backbone is what has been evolved over the last 10-15 years as “global delivery
model”, used by all of the major Indian providers, and expanded into an “advanced
shared competency delivery mod-el” as a competency-based delivery model which
integrates support, maintenance and project execution. The fundamental concept is
to provide services using virtualized delivery centers across the globe with a stan-
dard platform of tools and processes leveraging industry best practices. The model
is capable of handling dynamics in work volume, and provides committed year-on-
year productivity gains. It serves the major market demands of global sourcing: cost
savings, flexible capacity and gaining access to new technology with a dedicated
customer facing team and virtually zero bench, and is based on the principle of
“knowledge retention” accepting attrition as part of the process.

Global sourcing is an organizational concept, not a technical problem. It is a
delivery organization based on centralized competency towers as pillars: industry,
processes, and technology, with standardized governance, service delivery, knowl-
edge management/retention and issue resolution processes. A strong tool support
for service level management, productivity management, demand management
(demand planning, demand execution), capacity management, etc., is mandatory.

Landis et al. (2005) recommended that companies should replicate the service
provider’s principles, models, and organization and insource again. That did not
happen obviously. Establishing these concepts needs significant investments over a
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long period of time. Offshoring into a captive center would require similar invest-
ments. Since service factors (IT) are cost factors, this would just in-crease the costs,
unless the captive centers are converted to profit centers, which turns them into
(half-) outsourcing provider. Most of those attempts failed, and that include opening
the captive services to the market and turning it into a full service provider. Many of
them have offshored and outsourced significant parts to Indian service providers in
order to stay competitive.

For a professional service provider, these services are their core business, and
that enables them to make these investments with a clear ROI: another good reason
to pass global sourcing and delivery to a professional (Indian) service provider.

6. Global Sourcing as Delivery Business Model for a Small Indian Start-Up
Company

The well-established Indian system of company training and education with a
high attrition rate enables start-ups to build on systems and experienced resources
from global service providers and in-corporate those high standards into their deliv-
ery models and focus successfully on the global SME market (25-1,000 employees)
which is difficult to access for the large global players. Suyati Technologies is based
in Kochi in the state of Kerala at the far south corner of India. They have created a
global sourcing delivery model they call “Dedicated Global Team” (Mukund 2010)
offering global sourcing as a delivery service. They will hire dedicated teams in
India or anywhere else in the world based on customer requirements as Suyati’s full
employees for product sourcing, services or consulting. The key is to hire and retain
talent by supporting the team with excellent processes, infra-structure, technical,
HR and administrative services like any other large service provider.

7. Conclusion

With a clear understanding of offshoring and outsourcing and its historical devel-
opment in the industry, global sourcing strategies as a procurement sourcing model
have no significant differences to common staff augmentation models, only focus-
ing more on talent than cheap resources. Implementing these as part of advanced
delivery models of global service providers will take the risks from and pass advan-
tages to the company. We could show that the India-based system is best suited due
to educational, cultural and organizational principles. Even the high attrition could
be used as advantage in a homogeneous environment for helping even small start-
ups enabling them to develop high-quality standard delivery models which give
them access to the global SME market. The reality looks a little different. Although
the discussed advanced delivery models and infrastructures are in place, they have
not been fully understood and executed. Many procurement managers, on the one
side, and delivery managers, on the other side, have staff augmentation mindsets
and many managed services project still are hidden staff augmentation projects.
Discussing the next step of outsourcing global sourcing and incorporating it into the
delivery models of service providers might help them to achieve finally globaliza-
tion of professional services.
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8.5 Successful People Strategies for Innovation in Global
Delivery and Virtual Teams (Neumann 2012)

Successful People Strategies for Innovation in Global Delivery and Virtual
Teams

Abstract While we often do not see great product innovation from countries that
have traditionally a strong presence as global delivery destinations (China, India or
Eastern Europe), a lot of innovation exists in the underlying processes, management
models or as “hidden” innovation inside products we perceive coming from devel-
oped markets. At the same time, innovation will not happen without highly engaged
people, glued together by a strong sense of urgency and common mission. Way too
often, companies believe that through a set of global processes and policies they can
create a functioning global delivery organization or a distributed R&D landscape
and that local talent will unquestioningly follow them, as long as the pay cheque
displays a high figure. Though the global firm needs global processes and a set of
standardized policies and common values, it is by far not sufficient. A global people
strategy including local values and true participation will open many avenues for the
globally distributed centers to have a diverse set of policies. It does not only provide
a better local fit, but also increases the employee engagement significantly. As a
result, employees will be encouraged to actively work towards a better working
environment, better products, and better services — and ultimately solve many of the
challenges in their everyday work, through innovative solutions. This article
describes proven people strategies to create a highly innovative global workforce.

1. Introduction

Recent studies suggest that there is not only a strong linkage between engaged
employees of a company and the companies output and profitability, but also a sig-
nificant increase in innovation, when employees of the firm are highly engaged see
(Gallup 2010). As the evidence seems to be established, the next questions to ask
specifically in a global delivery or R&D network are about the type of innovation
we can expect and how to create highly engaged teams, who not only drive excel-
lence in their delivery, but also think beyond the scope of their project and try to
constantly find new solutions to daily challenges.

This article will use SAP as an example since it has succeeded in distributing its
software development and global service offerings around the world since 1994.
The journey started with an R&D center (SAP Labs) in Palo Alto, and this initial
research & product development hub was soon followed by SAP Labs in ten more
countries. Today, there is a network of 15 SAP labs in 12 countries. From those labs,
SAP offers professional services to its customers, internal services for global lines
of business, and creates software products in distributed teams. The creation of soft-
ware products happens usually in one to three locations per product. Today every
location is able to handle the full development life cycle of the created products. In
other words, SAP has not followed the traditional route of splitting requirement
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analysis, blueprint, design, coding, quality assurance, and testing — but believes in
doing all these steps within small teams in all locations.

In many ways, SAP’s strategy with respect to the distribution of its services and
product development is different from that of many other multinational companies,
as it started very early with a relatively large number of hubs, which allowed certain
“near-shoring” of talents and services, as well as attracting a much higher diversity
of talent around the globe.

On the other hand, with the high number of centers (which in average have about
1,000 engineers), there are various challenges to solve:

* One has to have absolutely proven and scalable processes in place.

* One needs to constantly reduce the complexity of too many locations for one
specific product.

* One needs quality leadership locally as well as globally, that is ready and willing
to work un such a multicultural/multidimensional environment.

* One, most importantly, needs to constantly engage with all employees in all loca-
tions — from believing in the strategy to the excellence in their daily work.

Regardless of whether SAP created the Labs by herself as a real new setup from
scratch (like in Palo Alto, Ireland, Hungary, and in all four BRIC countries) or inte-
grated them as part of acquisitions (like in France, Canada, Bulgaria, Germany, or
Israel), there are always four key dimensions that play a role when creating a new
SAP Lab:

» Risks and cost scenarios (the typical hard factors of locations)
e Market potential

e Talent

e Innovation

Whereas the first three dimensions led many global IT companies to open service
delivery centers or research hubs in the BRIC countries over the last 20 years,
breakthrough innovation were often not expected from those locations.

On the other hand, multiple corporate success stories have meanwhile proven
that innovation in emerging markets is possible if the science and technology capa-
bilities are utilized in the right way. Leading researchers like Prahalad (2004) and
Mashelkar (2011) highlighted specifically the opportunities arising in emerging
markets from innovation. Others like Govindarajan et al. (2009) went even a step
ahead and argued that innovation from emerging markets can reversely change the
mature markets as well. In Fig. 8.1, Mashelkar (2011) tried to put all countries in
one single diagram in a simple way.

The real success factor for SAP has been the empowerment of the employees in
those centers far away from the decision makers in the headquarter, and their
engagement level. We realized that the engagement level, which in the end defines
the output and innovation, has to be constantly stimulated in order to remain high.
Depending on the size of the organization and its life cycle, the approach has to be
varied.
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SAP managed to have consistently high levels of employee engagement in its
offshore centers. China and India, for example, in 2011, had employee engagement
values above global average, and also topped local benchmarks in local best
employer studies.

At the same time, in many of the SAP Labs, the innovation index (which is a
summary of different KPIs like patent applications, invention disclosures, and par-
ticipation and success rates in innovation campaigns) is often higher than that in its
headquarter in Walldorf, Germany.

So what is the secret behind the success in keeping such high levels of motivation
and innovation?

e Global innovation programs which are available across the globe.

* Global people strategy which encourages local participation and inclusion.

e Integration and trust between local teams, local management, global manage-
ment, and leadership.

2. Global Innovation Programs and Local Participation

The other important point is the type of innovation to look for: It may be unreal-
istic to expect the next breakthrough product innovation, which redefines the world
market for those products, from an offshore R&D center or a global delivery hub.
This is unlikely, as the mission of the teams in these multinational company settings
is often narrowly defined, the exposure to the customer demand beyond the domes-
tic market is low, and the expertise on methods and models to create intellectual
property is often nonexistent.

Nevertheless, a lot of innovation happens either built-in as product components
or as a completely new innovation in the area of processes or models. Kumar and
Puranam (2012) argue that innovation from countries like India can be often “invis-
ible,” but nevertheless very relevant. There are four levels of invisible innovation in
a pyramid model (see Fig. 8.2):
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Fig. 8.2 Invisible innovation

1. Globally segmented innovation, by major multinational corporations (like GE,
CISCO, and SAP). This describes horizontal segmentation of product develop-
ment, e.g., complete product components or solutions coming from one country,
whereas the final assembled product is still perceived by the consumer as an
innovative product from another country (usually the multinational company’s
headquarters).

2. Outsourcing innovation. Whereas specifications of expected results are given by
a client, the complete R&D to get to those results is outsourced. So whereas the
intellectual property may still be owned by the client, the innovation to get there
was done by the outsourcing firm.

3. Process innovation through injection of talent. This describes the phenomenon of
overqualified personnel often working in large offshore or call centers which
results in breakthrough process innovation, as the employees do not just fulfil a
duty but want to utilize their skills and make the process more efficient.

4. Management innovation in the global delivery model, by large outsourcing firms,
e.g., in India. This describes the highly efficient, scalable delivery systems,
invented and fine-tuned by those firms, which make specifically IT projects pos-
sible on large scale with a very high success rate.

How to get people to actively participate in the innovation process? First and fore-
most, it is important to make all innovation systems in a company available at all its
global centers, irrespective of whether those are core research hubs or captive prod-
uct development centers of global delivery units. No one is less or more innovative
than someone else as per a job description or location!

Irrespective of whether these are process-driven systems, intellectual property
driven systems, market-driven systems, or event-driven systems (Fig. 8.3), most, if
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not all of them, should be made available in all locations. Participation should be
encouraged through local incentives and adjustments of these systems.

3. Global People Strategy and Local Inclusion

There are two important aspects for the global delivery firm or a global R&D
network when it comes to the people strategy:

e The availability of people-related policies, benefits, and programs across the
globe.

* The opportunity for the local teams not only to adjust global programs to make
them a better fit, but also specifically being able to participate on a grassroot level
creating complementary elements of such programs and policies, which globally
no one would have thought about.

3.1. Availability of Global Policies and Programs

Most multinational companies have a global strategy when it comes to their peo-
ple programs, but the main question is how much of that is reflected at the grassroot
level. So having a great people development program in your headquarter which
colleagues in Shanghai have never heard about, or having a global stock option
program which is unavailable to colleagues in Bangalore, leads to a “them versus
us” thinking and deep de-motivation; top management loses credibility very fast if
injustice is even perceived in its slightest form.

In the context of a globally successful distributed service or R&D, there are some
areas where a company has to ensure that as a matter of fairness and transparency,
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they should be similarly structured and the key elements made available for all
employees globally. These are as follows:

e Compensation and benefits
* Career models

* Organizational design

* Pay for performance culture

But beyond those, a multinational company that relies on a global workforce which
works as a team (like a professional services company) needs to put special empha-
sis on simplification of the programs, to allow local flavors and enrichment of the
framework.

3.2. The Localization Challenge

It is obvious that not every global program can run everywhere in the same shape
or fashion — this would neither be desirable nor wise. Often, companies speak of
“global programs” in this respect. Examples of localization are as follows:

e Compensation structure: The compensation matrix should always follow the
local market conditions and requirements.

* Benefit basket: Again, local elements must be taken care of, e.g., pension funds,
health insurances (in India perhaps parents can be included), and transport to the
company (a must in China, Brazil, and India).

e Career model: Though the principles should be the same globally (and certain
career levels should match on a global scale), there could be the need locally for
additional career levels (driven by the demand for more frequent promotions).

e Talent management: It is important to have a global standard regarding employ-
ees considered to be a part of a special talent pool. But the program itself can be
quite different, as colleagues would have different expectations: Whereas in
some cultures, no one would like to be publicly announced as “Top Talent” or
“High Potential,” in other cultures this is a matter of pride. The same is true for
corporate awards, which could have a large impact in Asian countries, but a
lesser impact in central Europe.

* People development: Again, in Europe, a development culture of “on the job”
and “training as per job need” might be preferred, whereas in India colleagues
are more interested to do formal courses (even with grades and certificates) and
learn things beyond their current job responsibilities to increase their job market
value. This has to be taken into consideration when people development pro-
grams are structured.

Even more important than creating this “global framework™ is to present colleagues
with the opportunities to actively participate in the creation of policies that may be
relevant to them. This kind of participative role is usually taken care of in large
European companies by the selected workers council. But in a typical offshore loca-
tion, such systems do not exist, or they are often not effective.

Therefore, the management should create working teams of employees who take
the ownership, on a continuous basis, for certain policies or day-to-day concerns. At
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SAP Labs India, for example, this was started with three employee committees for
food, transport, and social activities and later expanded to the so-called Ignite team,
who work on most of the existing employee-impacting policies and programs.
Obviously within a framework of “nonnegotiable” items (like pay hike), the senior
management retains the right to veto.

Such engagement immediately creates an atmosphere of trust and inclusion.
Besides, it makes the programs and policies usually much stronger, since neither the
local management nor the global management would know about all the little diffi-
culties the team members face every day. Areas that matter to colleagues and where
policy proposals could be worked out by cross-level/cross-line teams are travel,
family benefits, working time flexibility, vacation models, and the like.

4. Integration and Trust

A very important area, which is often forgotten in the daily focus on execution,
is to create over time an atmosphere of mutual trust between globally distributed
centers. Locations, managers, and employees alike must feel integrated into the
global corporation and need to become a real part of the commonly shared culture.

“Integration” consists of three main elements:

* Direction (a shared strategy and vision)

e The right people in the right places (people who have autonomy, responsibility,
and accountability)

» Relationship (negotiating differences, building strong teams and partnerships,
understanding others, and leadership skills)

» Relationship is at the core of integration because without strong relationships
amongst managers and employees, any attempt to reach a shared vision will fail
as hierarchies and global lines have their limitations.

4.1. Direction and Leadership

A high-performing, innovative culture can only be created if the leadership in all
locations is equipped with the right tools and skills, and displays the required level
of passion. Besides, leaders are expected to provide direction to their employees.
Beyond the well-known features of a good leader, in the multi-locational context,
one needs culture-sensitive, globally savvy, and experienced leaders. Only then
their direction will be understood and accepted. To build these skills, the following
measures can be implemented:

e Make global competence mandatory for Global Leadership Positions (Rule: 2
years of experience in a location other than one’s own nationality or a proven
track record of different roles within a career).

* Create Global Leadership Associate Program (GLAP): Many leading global
companies already have such programs (with long traditions of success) that
keep track of promising leaders and assess their different roles and locations (out
of their comfort zones); resolving today’s repatriation issues by providing plans
for all mobile managers that utilized their newly acquired global competence
(Return on investment for SAP).
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e Create awareness on the do’s and don’ts of leading virtual teams by systemati-
cally introducing best practices on virtual management (e.g., trainings should be
“must attend” for leaders of virtual teams).

* Develop constantly the next generation of leaders from across the globe.

Similar to leadership, innovation can hardly be fostered by brilliant individuals
keeping their knowledge with them. Instead, a “high touch” development program
focuses on elements like cultural sensitivity, virtual teamwork, and LEAN across
borders. Beyond this it is important to invest in talents, for example, by presenting
young talent with the opportunity to learn from seniors, specifically on interna-
tional events. Another successful approach is to rotate the best: The best people
should not only voluntarily rotate with other locations, but it should also become a
mandatory exercise.

4.2. The Right People at the Right Places

The selection and continuous development of the right people at the right
places are very important elements of a successful people strategy in a global
context. Important decisions have to be taken for the senior positions on the fol-
lowing criteria:

* Local fit (understanding of local culture, language, and business rules?)

* Global network (how well is the person connected globally, e.g., with the
headquarter?)

e Core skills resp. value-add (can the new manager bring new and additional skills
to the new team or organization?)

Beyond the personal fit, if the environment does not suit the job expectations, there
is a high probability of failure. Elements should include the following:

e Collaborative culture

* Decentralized decision making (e.g., giving competence and decision authority
to LEAN teams in the different locations)

e Focusing on high performance by teams rather than by individuals (LEAN
Principle)

4.3. Relationship

No technology can substitute the “human-touch” impact of a face-to-face meet-
ing: Face-to-face meetings facilitate shared understanding which is beyond other
means. Such relationships are especially important in high-context cultures (e.g.,
Brazil, China, India, and Korea), and a company needs to supply resources and time
for these kind of interactions.

This could be done through:

* Creation of horizontal project groups for some of the projects that are highly
visible in the company; such groups should span board areas (LoBs) and loca-
tions, and work on challenges which are perceived as a common threat or an
opportunity.
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* Creation of a program for the top 100 leaders of the firm, which gives selected
managers the opportunity to socialize, learn, and work together on multiple occa-
sions with a special focus on the customer and business.

e Creation of a “Young Volunteer Program.” It is an opportunity for promising
interns/students/young colleagues to spend a couple of weeks in a different loca-
tion on a volunteer program (using low-cost options such as shared accommoda-
tions, self-funded flights, etc.). The people they meet and the common experiences
that are shared leave them with an open-minded approach and at times create
lifelong friendships and contacts.

e Offer similar access to technology and infrastructure wherever there is a signifi-
cant employee presence. For instance, LEAN facilities (at SAP they are called
“APP-Houses”) offer a flexible environment for easy collaboration on-site. In
addition, access to global communication systems should be there, like telepres-
ence, use of webcams or virtual team software.

* Broadening the horizon of current and future Leaders. Single-location/single line
careers lead to micromanagement (“I know it best,” “Not invented here”) and a
lack of cultural understanding. The physical mobility of employees and leaders
is key in helping to “get to know what you don’t know” and in building strong
personal relationships within global companies.

5. Conclusion

Technology advances, availability of talent on global scale, comparative cost
advantages, and strong processes have certainly helped, over the last two decades,
in making the global service delivery and globally distributed R&D a success.
Nevertheless, most processes and the organizational design of multinational compa-
nies have been created to maximize efficiency and output. Cost, scale, quality, and
speed are no longer differentiators between global service delivery firms and (within
a multinational company) different captive centers.

The differentiator today is the additional value that a specific unit can deliver,
which is determined by the innovative ideas and solutions people can apply to the
problem of the client, irrespective of whether the customer is internal or external.
For this to happen, those who deliver the service on a day-to-day basis must be
highly motivated, engaged, and willing to work beyond the call of duty — individu-
ally as well as within the team.

The measures described above can help in making this happen, though these can
only serve as an orientation and not as the ultimate recipe for success, which will
vary depending on companies, cultural and strategic fit of measures, within its peo-
ple strategy, which have to be ensured.

8.6 Advancing Intercultural Competencies for Global
Collaboration (Messner and Schaefer 2012)

Advancing Intercultural Competencies for Global Collaboration
Abstract Globalization is not a rite of passage, and culture appears to be the most
neglected and underestimated source of challenge in global professional services.
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Academic research on national culture and cultural differences has identified dimen-
sions with an effect on the functioning not only of societies and individuals, but also
of organizations and project teams. Once cultural differences are recognized and
understood, there is a better chance of building bridges across cultural gaps instead
of seeking to achieve feigned homogeneity. Global managers need to develop a set
of twelve affective, behavioral, and cognitive competencies for successful intercul-
tural interaction. A targeted development of these key competencies requires a
sound appraisal to identify individual strengths and limitations. They can be assessed
and developed using ICCA™ (Intercultural Communication and Collaboration
Appraisal) as a diagnosis framework. At its core, ICCA™ looks at the areas in
which one’s environment is “different” from the culture one is going to work with.
And using the Q methodology as a psychometric measurement tool, it charts a path
towards advancing intercultural competencies by studying the manager’s subjective
viewpoints.

1. Introduction

In the twenty-first century, successful professional services firms are organized
across countries, continents, and cultures. Teams are set up and work is performed
in places where employees with the right skills are available at the best price. It is a
logic that dictates companies to focus on the best value and quality of their products
or services (Fig. 8.4).

William J. Amelio, CEO of Lenovo, called it Worldsourcing. As per Amelio
(2007), the label on the outside simply identifies the last stop on a complex global
delivery journey; a minor glitch or sub-par standards can nearly destroy a brand.

Still, globalization is not a rite of passage. There are horror stories about failed
endeavors to globalize service delivery, lack of quality, cultural clashes, data thefts,
and companies moving things back home for these very reasons. Getting the pro-
cesses and governance structures right for delivering consistent products or services
from various parts on the globe (see Messner 2010) is really only one part of the
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game. And just as we are imagining that teams in different countries and cultures are
all following the same standards towards a common goal, we notice many deep-
seated misconceptions about the other culture in day-to-day interactions. Some get
articulated; some don’t and stay tucked away beneath the conscious mind.

It is beyond argument that in every cross-cultural alliance there is scope and
potential for misunderstanding. While working across borders, culture seems to be
the most neglected and underestimated source of challenge in selling in each other’s
country, in acquisitions, and in producing products or delivering professional
services.

Cultural differences are real and felt. What people from one culture think about
themselves and about members of another culture is often in stark contrast to how
they are being seen from the other culture. Figure 8.1 shows common perceptions
between Westerners and Asians. For example, while Westerners say that Asians are
polite, indirect, dependent on others, and in a perceived way unreliable, Asians call
Westerners cold, aggressive, direct and think that with all the perfectionism and
punctuality they exhibit, they have forgotten about personal relationships.

Superficial aspects of culture, like English as a business language, office dress
code, American-style fast food, and standardized processes and governance struc-
tures, can lead to believe that potential cultural differences can easily be navigated.
But values and attitudes, which really drive differences between nations and cul-
tures, are invisible at first glance, but impact the way how work is delivered the
most.

There are two ways in which we react to differentness. One, we try to deny or
wish differences away. Second, we worry about them as an obstacle to progress and
success. In order to overcome this state of ethnocentricity, we need to be fully aware
of our cultural differences and about our own competencies in dealing with them.
But the truth is that, according to Bhawuk and Brislin (1992) becoming intercultur-
ally fluent in another culture can take three or more years of full-time exposure in
the other culture. The other truth is that in today’s fast moving age of worldsourcing,
global business does not give anyone this much time. We need an instrument to help
set us on the right path; alone we will never achieve our full potential.

Every great sports person has a coach, politicians have advisors, and top business
people have coaches to help bring out their best. Similarly, intercultural coaching
helps to relate an individual’s cultural perspective with the worldview of the people
around her or him. But the field of intercultural coaching is still evolving and many
fundamental issues are yet to be fully understood and resolved, including what abil-
ities are needed for successful intercultural interaction? The answer to this question
is of course key to an intercultural training and coaching process. Any lack of clarity
on this point of course means that the focus of training and coaching is likewise
unclear, leaving the globally dispersed and culturally multi-faceted team in as bad a
shape as before.

This chapter discusses the key intercultural differences and their relevance for
global delivery, highlights key intercultural competencies, and it also suggests a
diagnosis framework for assessing and developing intercultural competence.
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2. Culturally Driven Differences and Similarities

Academic research on national culture and cultural differences started in the
1950s. Issues qualifying as common problems worldwide were identified and some
first criteria for the identification of cultural differences proposed. Edward T. Hall
highlighted that “Culture is man’s medium; there is not one aspect of human life
that is not touched and altered by culture. This means personality, how people
express themselves [...], the way they think [...], how problems are solved [...]".
And he further warned that “denying culture and obscuring the effects that it can
have on human talents can be as destructive and potentially dangerous as denying
evil” (Hall 1976).

But only in the 1980s, the first worldwide survey about values of people in dif-
ferent countries was conducted by the Dutch professor Geert Hofstede; he stresses
that “culture is more often a source of conflict than of synergy. Cultural differences
are a nuisance at best and often a disaster” (Hofstede 1967-2007). Between 1994
and 2004, the pioneering work of Hofstede was followed by House et al. (2004),
Chhokar et al. (2007) and their GLOBE study of leadership and organizational
behavior effectiveness. It identified cultural dimensions which have an effect on the
functioning of societies, groups, businesses, and individuals.

* Power distance is the degree to which people expect and agree that power should
be shared unequally.

 Institutional collectivism describes the degree to which the society encourages
and rewards collective action, group loyalty is emphasized at the expense of
individual goals, and whether being accepted by other people is important.

e In-group collectivism depicts the degree to which people express pride, loyalty,
and interdependence in their families.

* Assertiveness is the reflection of beliefs as to whether people should be asser-
tive, aggressive, confrontational, and tough in social relationships.

* Future orientation describes the orientation towards planning and sacrificing
instant individual or collective gratification for long-term future rewards.

* Uncertainty avoidance is the extent to which ambiguous situations are threaten-
ing to individuals, to which rules and order are preferred, and to which uncer-
tainty is tolerated in society.

* Performance orientation represents the degree to which an organization or a
society encourages and rewards its members for performance improvement and
excellence.

* Gender egalitarianism gives a picture of the extent to which an organization or
a society minimizes gender role differences while promoting gender equality.

* Humane orientation describes if individuals in organizations or societies are
encouraged or rewarded for being fair, altruistic, friendly, generous, caring, and
in general kind to others.

The GLOBE study provides indices for these dimensions on a scale of 1-7 to com-
pare current perceptions (as-is practices) with ideal perceptions (should-be values).
In addition, these constructs are compared at a societal and organizational level.
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Other models, such as proposed by Trompenaars and Hampden-Turner (1997) or
Walker et al. (2004), share a large degree of practical commonality. But all these
models show that people from different cultures think and act differently while
being tasked with the same job. Once a global manager recognizes and understands
these cultural differences, there is a better chance of “building bridges across the
cultural gaps, and not seeking to achieve ‘one size fits all” homogeneity in the team”.
Instead, “The global manager has to collaborate with the team in establishing ‘cul-
tural ground rules’ for day-to-day work that focus on the common tasks and goals,
rather than try to eliminate the individual cultural differences” (Raghavan 2008).

3. Competencies for Effective Intercultural Collaboration

The importance of communication to build bridges between cultures is well
acknowledged. According to Spitzberg (1993), such intercultural communication
will be competent when it accomplishes the objectives in a manner that is appropri-
ate to the context and relationship.

Unfortunately, most existing models of intercultural competence are fairly frag-
mented with only a list of skills, abilities, and attitudes. While such lists appear to
be useful on the surface, there is no sense of integration or coherence across lists.

In order to tell which competencies are most important for intercultural collabo-
ration, we have derived intercultural skills from various academic publications (e.g.,
Bhawuk and Brislin (1992), Graf and Mertesacker (2010), Spitzberg (1993) to name
but a few) and connected them with our own experience in the field. The resulting
twelve essential intercultural competencies are shown in Fig. 8.5.

Self-awareness Empathy
Is conscious about one’s self Shows interest in others and
(the way one locks) and about shares emotions
one's reputation elsewhera

Affective

i Open-mindedness
competencies

Is open towards new ideas
and experiences; functions
effectively with people of
other world views

Appropriateness
Has knowledge of the socially
appropriate communicative
behaviour

Self-confidence
Heolds a realistic and positive
confidence in own
judgements, abilities and
powers

Effectiveness
Is able to bring about an
effect

Communication ability
Fully appreciates what others
are saying and thinks
consequentially prior to
answering

Tolerance

Is free from bigotry and
prejudice, accepts and
advocates diversity

Behavioural
competencies

Cognitive
competencies
Motivation for success
Has a strong orientation

towards pragmatism and
useful action

Sensitivity
|s sensitive to the importance
of differences and to the point
of view of other people
Changing perspective Flexibility
Tries to understand actions Having a type of mental
tah”q rea_ct;or;s .Of others from elasticity allowing to be part of
eir point of view and yet apart from another
milieu

Fig. 8.5 Key intercultural competencies
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By means of an international survey, we have then asked a group of 137 intercultural-
ists and international managers to pinpoint the six most important competencies:

* Open-mindedness

* Changing perspectives
e Communication Ability
* Flexibility

* Tolerance

e Sensitivity

While the obvious approach was to count how often each competence was classified
as important, a more comprehensive picture emerged when we also took the actual
ranking into account. Some competencies were only selected by few of the survey
participants, but when selected, they were ranked most prominently.

Therefore, we introduced a sounder weighting of the competency rank (the
first most, the second most, the third most important competence, etc.) by using
the mean of the rankings as the criteria of importance. In a subsequent step all
competencies that were not considered for rank one to six by a survey participant
were labelled with position seven. While this approach avoids the problem of a
few, but prominent responses, it shrinks and under-rates the real difference
between the competencies. Figure 8.3 shows the summary of the results of the
survey in more detail.

4. ICCA™: Intercultural Communication and Collaboration Appraisal

Despite these varied constructs of intercultural competence, a study by Deardorff
(2006) concludes that intercultural competence can indeed be measured. However,
its multi-dimensional and multi-perspective nature needs to be taken into account.
Numerous such external instruments now exist that claim to assess intercultural
competencies. Notwithstanding, various surveys — such as Fantini (2009) and Graf
and Mertesacker (2010) — conclude that most existing single instruments are usually
inadequate for measuring all aspects of intercultural competence; some are predic-
tive, others formative, normative, and/or summative.

In our research work, we have brought together applied skills with requisite psy-
chological expert knowledge and developed ICCA™ (Intercultural Communication
and Collaboration Appraisal) as a practical, reliable, and cross-culturally valid diag-
nostic instrument (Messner and Schaefer 2012). Using ICCA™, one can identify
the areas in which one and one’s environment is “different” from the culture one is
going to work with. ICCA™ also provides concrete advice on how to develop which
skills to become more appropriate and effective in intercultural collaboration.
ICCA™ can be used for a wide variety of purposes, including:

e Individual assessment in intercultural coaching and counselling situations
* Group analysis in intercultural teambuilding efforts

e Selection of expatriates

» Needs assessment in an organization for training design

* Further academic research
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The instrument is available as an online version and a paper and pencil version, for
one-time individual self-appraisal and as a licensable version for trainers, coaches,
and corporates. It is easy to complete and it generates an in-depth graphic profile. At
its core, ICCA™ consists of four parts:

e Part 1: Cultural predisposition

e Part 2: Time personality

e Part 3: Competencies in intercultural collaboration
e Part 4: Organizational commitment

See Figs. 8.6 and 8.7.
4.1. Part 1: Cultural Predisposition

The increasing globalization of the professional services firm and connection of
its project teams in its delivery centers across the globe does not mean that cultural
differences are disappearing or diminishing. On the contrary, when cultures come
into contact, they may converge on some aspects, but their idiosyncrasies will likely
amplify. One of the challenges is acknowledging and appreciating cultural subtle-
ties in different parts of the world. In order to work effectively with globally distrib-
uted teams, managers need to respond positively to practices and values that may be
drastically different from what they are accustomed to.

By holding up a mirror, this part of [CCA™ permits the participant to embark on
a journey of self-discovery and see the remarkable grip of unconscious culture. It
builds upon the questionnaire items for the GLOBE dimensions as proposed in

Survey: Ranking the intercultural competencies by importance

Competency Rank m':::ﬁﬂc 3::?;?;:
Open-mindedness 1 3,28 1,992
Changing perspectives 2 4,59 2,013
Communication ability 3 4,60 2,115
Flexibility 4 4,79 2,098
Tolerance 5 4,80 2,235
Sensitivity 6 5,04 2,070
Empathy 7 5,20 2,050
Self-awareness 8 5,45 2,278
Appropriateness ] 6,13 1,537
Motivation for success 10 6,15 1777
Self-confidence 11 6,30 1,516
Effectiveness 12 6,72 0,999

Fig. 8.6 Demographic information
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Survey: Demographic information
Country of residence Survey sample N = 137

Argentina _ Australia Canada 41%+ interculturalists
2% 2% 5% (trainers & academicians)
25%+ employees of global
C:tsr:,?r service providers
(=]

79%  with a Master's degree,
M.B.A. or Ph.D.

71% have lived in at least
another country for longer
than a year

United

Kingdom
6% Conducted in 2011 as an online
Switzerland surve
Y
2%/
Russia Nethforllands
4% @

Fig. 8.7 Relative importance of intercultural competencies

House et al. (2004) and respondents rate the items on a 7-point Likert-type scale.
With the help of diagrams shown in Fig. 8.8 and a verbatim description of how
individuals on the different sides of the spectrum tend to behave, participants can
make comparisons to determine similarities and differences among themselves and
initiate ways to improve intercultural relationships.

4.2. Part 2: Time Personality

The concept of time personality has recently become increasingly relevant with
discussions around work vs. personal time and home office concepts. But there is
also an underlying cultural dimension of time personality, such as preferences and
feelings towards combining activities or not.

Hall (1959) discovered that whole cultures, such as those encountered in the
Middle East, Latin America, and Asia are polychronic. Polychronic time, as the
term implies, is non-linear and cyclical, several things are happening at once.
Completion of all transactions is more important than adherence to pre-set schedules.
High context communication is the accepted and expected norm. On the other hand,
monochronic time emphasizes schedules, segmentation, and promptness. It pro-
motes linear thinking and low context communication styles. According to Hall
(1976), a strong correlation between approaches to time and communication style
exists. Individualistic and monochronic-oriented cultures follow a low context com-
munication style, i.e., the mass of information is explicitly vested in the message.
More collectivistic and polychronic-oriented cultures are high context, and they
operate based on information which is already internalized with the other person;
very little explicit information is transmitted as part of the actual communication.

While polychronicity depends on the boss to handle contingencies and stay on
top of thing, monochronicity suffers from blindness to humanness of its members,
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Fig. 8.8 Intercultural dimensions

making it look like inhumane to polychronic people. However, typical monochronic
Westerners are also psychologically stressed in many ways when confronted with
polychronic business partners.

Scientific attempts to measure aspects of time orientation started in the late 1970s
and in the early 1990s; Kaufmann et al. (1991) introduced the PAI Scale resulting in
a myriad of derived instruments. The concept of time personality was hypothesized
by Francis-Smythe and Robertson (1999) and included behaviors, cognitions, and
affect. Lindquist and Kaufman-Scarborough (2007) developed a more exacting
reflective model independent of specific disciplines with PMTS (polychronic—
monochronic tendency scale) as the resulting measurement scale. Besides behav-
ioral measures, it includes measures for the preference, the liking, and the feeling of
being comfortable with a type of behavior.

During the research leading to ICCA™ and based on feedback especially from
non-native English speaking participants, the wording of the five items proposed by
Lindquist and Kaufman-Scarborough (2007) was adapted to increase their intelligi-
bility and general applicability. Two reverse-scored items were added and while
they are not included in the calculation of the ICCA™ time personality value, they
serve as a disruptive element for the participants in an otherwise unidirectional
questionnaire.

The focus of this part of ICCA™ is to show the individual’s tendency towards
either monochronic or polychronic behavior and the degree of positive feeling about
this position on the continuum. It is a reflective (latent) construct and hence the
position on the scale is driven by a person’s actual polychronic—monochronic
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tendency position. The time personality value calculated by ICCA™ thus enables to
determine whether an individual matches the predominant time and communication
style in another culture and it thereby allows forecasting the efficiency when work-
ing together within a specific cultural group.

4.3. Part 3: Competencies in Intercultural Collaboration

A targeted development of key competencies in intercultural collaboration
requires a thorough appraisal to identify individual strengths and weaknesses. Such
an expert appraisal is a questionnaire-based instrument to identify deficiencies in
relevant competencies consisting of three parts: the questionnaire, the report, and
suggestions for development.

All three parts can be found in ICCA™ as well. However, instead of using a
standard Likert-type scale questionnaire, a prescribed symmetrical, unimodal distri-
bution as shown in Fig. 8.9 is imposed on the participants to force them to carefully
think about their relative intercultural communication strengths and limitations.

Items placed in the middle categories are psychologically less salient than
extremely placed items in portraying a person’s competencies. This so-called Q
methodology was originally developed by Stephenson (1935, 1953), is now an
established psychometric research method to study people’s subjective viewpoints,
and applied by Schaefer (2011) for the assessment and development of management
key qualifications.

The critical incident methodology was chosen to derive items which aptly
describe the intercultural competencies. The Q methodology has many advantages
over the standard Likert-type questionnaires; it motivates participants better and
already through the process of comparing and sorting items they are able to reach a
deep introspection of their own behavior and competencies. Reviewing the layout
with a coach can be the beginning of a high-quality intercultural coaching
dialogue.

4.4. Part 4: Organizational Commitment

The last part of ICCA™ Jooks at the commitment to the organization. At a gen-
eral level, it describes a psychological state that characterizes the relationship of an
employee with the organization for which they work; and this psychological state
has implications for an employee’s decision to remain in the organization or to quit
and find another job elsewhere. While human resource management has been
researched plentiful in the Western hemisphere, only recently Jha (2011) has ana-
lyzed organizational commitment in the context of India’s IT services industry as
well.

Three factors of organizational commitment have been identified by Meyer and
Allen (1991).

* The affective factor describes an individual’s emotional attachment, identifica-
tion with, and involvement in the organization and its goals. It results from and
is induced by individual and organizational value congruency. Certain character-
istics of the job, good performance, the feeling that the organization “cares” for
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its employees when making decisions, and the degree to which employees are
involved in the goal setting and decision-making process are elements which
help creating intrinsically rewarding situations.

The normative factor reflects the sense of moral obligation to remain in an orga-
nization, an old-style value of loyalty and duty. This is measured by the extent to
which an employee feels obliged to make personal sacrifices and not criticize the
organization.

The continuity factor exhibits the individual’s awareness of the costs of leaving
an organization. Non-transferable personal investment, such as close working
relationships with other employees, community involvement, acquired job skills
being unique to the organization, and monetary investments, such as contribu-
tions to pension funds or stock options, can make it look too costly for an
employee to leave and seek employment somewhere else.

The analysis of organizational commitment as part of the ICCA™ is useful on two

lev

els. First, a professional services company can study organizational commitment

to understand the strengths of its employee base and overall the health of its organi-

zat

ion. It should also know that it can actively influence the affective and normative
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factors by providing challenging jobs. Second, positive organizational commitment
also supports an individual employee in passing quickly and unharmed through the
phase of disillusionment which appears to be almost a given in intercultural encoun-
ters. Looking at the degree of affective, normative, and continuity commitment as
pre-warning indicators, a skilled coach can enter into a high-quality coaching dia-
logue and thus help the employee not to fall too deep into the state of culture shock,
but regain productivity as quickly as possible.

5. Conclusion

Cultural incidents are a legitimate cause for concern in globally distributed pro-
fessional services delivery. But at the same time, they can become a motivation for
learning about the other culture instead of turning against it. And in this process, one
learns a great deal about one’s own culture as well. At home, one is rarely ever
prompted to reflect on the cultural self and own views. But once encountering
another frame of reference, unusual behavior of colleagues is noticed just as one
becomes aware of one’s own behavior. Unusual behavior is observed as a difference
to one’s usual behavior, to what has so far been seen as the norm.

Developing the ability to see situations and behavior from multiple perspectives
is a great benefit even if working in a mono-cultural environment. It allows identify-
ing alternatives to the standard way of doing things. Thinking outside the box, rein-
venting the organizational setup, changing the paradigm — in professional services
delivery one does it all the time.

With ICCA™ we have introduced a practical, reliable, and cross-culturally valid
diagnosis framework for intercultural communication and collaboration appraisal,
which is grounded in business reality and charts a path to progress intercultural
competencies in a quality coaching dialogue. A sound assessment is an integral part
of the intercultural coaching and education process; it provides an objective indica-
tor to balance subjective views. When properly executed, ICCA™ not only provides
solid information about the individual that can guide the coaching process, but can
also enrich and transform the global collaboration experience. Nevertheless, none of
the findings should be considered to be absolute; in the daily interplay of lives,
things can often be completely different. The key is that the ICCA™ participant as
benefactor will find some significant meaning in the process of becoming more
effective and appropriate in global collaboration.
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Chapter 9
Company Profiles

Abstract Chapter 9 includes the company profiles of Alpha Group, Green Group,
Royal Group, Wild Horse Group.

9.1 Global Results

Global results of all four groups (Fig. 9.1).

9.2 Global and Regional Revenue Market Share

9.2.1 Global Revenue Market Share

Global market share by revenue (Fig. 9.2): Alpha Beer 27 %, Green Beer 17 %,
Royal Beer 28 %, Wild Horse Beer 28 %.

9.2.2 Market Share Americas by Revenue

Market share Americas by revenue (Fig. 9.3): Alpha Beer 42 %, Green Beer 13 %,
Royal Beer 16 %, Wild Horse Beer 29 %.

9.2.3 Market Share Europe by Revenue

Market share by revenue Europe (Fig. 9.4): Alpha Beer 13 %, Green Beer 24 %,
Royal Beer 49 %, Wild Horse Beer 14 %.

9.2.4 Market Share Africa by Revenue

Market share Africa by revenue (Fig. 9.5): Alpha Beer 0 %, Green Beer 13 %, Royal
Beer 24 %, Wild Horse Beer 63 %.
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Market Share Revenue Global

m Alpha B Green M Royal mWild

Fig. 9.2 Global revenue market share

Market Share Revenue Americas

m Alpha ™ Green M Royal mWild

Fig. 9.3 Revenue market share Americas
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Market Share Revenue Europe

Alpha ™ Green M Royal mWild

Fig. 9.4 Revenue market share Europe

Market Share Revenue Africa

Alpha Green
0% 13%

Alpha ™ Green M Royal mWild

Fig. 9.5 Revenue market share Africa
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9.2.5 Market Share Asia Pacific by Revenue
Market share Asia Pacific by revenue (Fig. 9.6): Alpha Beer 38 %, Green Beer 16 %,

Royal Beer 19 %, Wild Horse Beer 27 %.

9.3 Global Volume Market Share

9.3.1 Global Market Share by Volume

Global market share by volume (Fig. 9.7): Alpha Beer 29 %, Green Beer 23 %,
Royal Beer 23 %, Wild Horse Beer 25 %.

9.3.2 Market Share Americas by Volume

Market share Americas by volume (Fig. 9.8): Alpha Beer 45 %, Green Beer 14 %,
Royal Beer 17 %, Wild Horse Beer 24 %.

Market Share Revenue APAC

W Alpha ®Green ®Royal mWild

Fig. 9.6 Revenue market share APAC
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Market Share Volume Global

W Alpha ®Green ERoyal ®Wild

Fig. 9.7 Global volume market share

Market Share Volume Americas

W Alpha ™ Green ERoyal mWild

Fig. 9.8 Volume market share Americas
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9.3.3 Market Share Europe by Volume

Market share Europe by volume (Fig. 9.9): Alpha Beer 14 %, Green Beer 33 %,
Royal Beer 38 %, Wild Horse Beer 15 %.

9.3.4 Market Share Africa by Volume

Market share Africa by volume (Fig. 9.10): Alpha Beer 0%, Green Beer 29 %,
Royal Beer 26 %, Wild horse Beer 45 %.

9.3.5 Market Share Asia Pacific by Volume

Market share Asia Pacific by volume (Fig. 9.11): Alpha Beer 40 %, Green Beer
19 %, Royal Beer 9 %, Wild horse Beer 32 %.

Market Share Volume Europe

Alpha ®Green HMRoyal mWild

Fig. 9.9 Volume market share Europe
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Market Share Volume Africa

Alpha
0% Green
29%

M Alpha ®Green mRoyal mWild

Fig. 9.10 Volume market share Africa

Fig. 9.11 Volume market Market Share Volume APAC
share APAC i

m Alpha ®Green HRoyal mWild
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9.4 Global EBITDA Market Share

9.4.1 Global Market Share by EBITDA

Global market share by EBITDA (Fig. 9.12): Alpha Beer 30 %, Green Beer 29 %,
Royal Beer 19 %, Wild Horse Beer 22 %.

9.4.2 Market Share Americas by EBITDA

Market share Americas by EBITDA (Fig. 9.13): Alpha Beer 27 %, Green Beer 26 %,
Royal Beer 26 %, Wild Horse Beer 21 %.

9.4.3 Market Share Europe by EBITDA

Market share Europe by EBITDA (Fig. 9.14): Alpha Beer 26 %, Green Beer 32 %,
Royal Beer 18 %, Wild Horse Beer 24 %.

Market Share EBITDA Global

M Alpha ®Green ®Royal mWild

Fig. 9.12 Global EBITDA market share
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Market Share EBITDA Americas

M Alpha ®Green ®Royal mWild

Fig. 9.13 EBITDA market share Americas

Market Share EBITDA Europe

® Alpha ®Green ®Royal mWild

Fig. 9.14 EBITDA market share Europe
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9.4.4 Market Share Africa by EBITDA

Market share Africa by EBITDA (Fig. 9.15): Alpha Beer 0%, Green Beer 56 %,
Royal Beer 27 %, Wild Horse Beer 17 %.

9.4.5 Market Share Asia Pacific by EBITDA

Market share Asia Pacific by EBITDA (Fig. 9.16): Alpha Beer 27 %, Green Beer
30 %, Royal Beer 12 %, Wild Horse Beer 31 %.

9.5 Alpha Beer

At Alpha Beer, our ambition is to build a great, enduring company. In the last year,
we delivered a year of solid growth and progress against our commercial priorities.
Together with our colleagues, customers and commercial partners, and thanks to
our consumers’ passion for our great portfolio of brands, we delivered strong
organic growth in both top-line and EBITDA.

Market Share EBITDA Africa

Alpha ™ Green M Royal mWild

Fig. 9.15
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Market Share EBITDA APAC

| Alpha ® Green M Royal mWild

Fig. 9.16 EBITDA market share APAC
9.5.1 Alpha Beer Results

Alpha Beer results (Fig. 9.17):

e Strong top-line growth of 6.3 % led to revenue of 24.7 billion USD.

e Revenues of our 3 top brands grew by 12.6 %.

e Normalized EBITDA grew 7.8 % organically to 7.4 billion USD, and normalized
EBITDA margin rose by 55 basis points to 30 %.

e Normalized profit attributable to equity holders was 4.2 billion USD, and nor-
malized earnings per share (EPS) was 5.20 USD.

9.5.2 Global Presence Alpha Beer

Alpha Beer is the leading global brewer and one of the world’s top five consumer
products companies. We are a company of more than 150,000 people across 26
countries, who come together — with passion, commitment and pride — to brew
many of the world’s favorite beers (Fig. 9.18).

9.5.3 Alpha Beer Market Share

Market share by revenue: Americas 61 %, Asia Pacific 23 %, Europe 16 % (Fig. 9.19).
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Region Alpha Beer
Volume | Revenue | EBITDA
1000hl | Million$ %
Americas 151125 15200 40%
[Europe 42900 4012 27%
Africa 0 0 0%
Asia Pacific 88218 5555 24%
Total 282243 24767 309

Fig. 9.17 Alpha Beer results

Fig. 9.18 Alpha Beer Global presence

Market share by volume: Americas 54 %, Asia Pacific 31 %, Europe 15%
(Fig. 9.20).

Market share by EBITDA: Americas 44 %, Asia Pacific 26 %, Europe 30 %
(Fig. 9.21).

9.5.4 Alpha Beer Portfolio

Portfolio Alpha Beer (Fig. 9.22):

Premium bottle
Premium flip-top bottle
Non-alcoholic bottle
Premium can
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Market Share Revenue Alpha Beer

Asia Pacific

Americas
61%

[ Americas M Europe M Africa ™ Asia Pacific

Fig. 9.19 Revenue market share Alpha Beer

Market Share Volume Alpha Beer

Asia Pacific
31%
Americas
Africa 54%

0%
Europe
15%

[ Americas M Europe M Africa M Asia Pacific

Fig. 9.20 Volume market share Alpha Beer

e Premium 6 pack

e Premium 12 pack
e Premium party

* Premium case

* Flip-top case

e Non-alcoholic case
* Keg
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Market Share EBITDA Alpha Beer

Asia Pacific
26%

" Americas M Europe M Africa M Asia Pacific

Fig. 9.21 EBITDA market share Alpha Beer

Fig. 9.22 Portfolio Alpha Beer

9.5.5 Alpha Group Organization Chart

Alpha Group Holding has two independent group companies, Alpha Beer with four
divisions and Alpha Global Business and IT Services (Fig. 9.23) with two
divisions.
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Chair
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CEOQ
— Global
P Services
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Head Head Head Head Head IT aead.
Retailer Distributor Wholesaler Factory Services Servioas
I
1
Retailer 1 Retailer 2 Retailer 3 Retailer 4

Fig. 9.23 Group organization chart Alpha Beer

9.5.6 Alpha Global IT & Business Servicers

Alpha Global Business & IT Services is located in Prague and was established in
2006 to ensure that the company provides the best possible transactional and sup-
port services to its sales activities and breweries across Europe (Fig. 9.24). The
center performs selected activities within its IT, Logistics, Finance, Planning and
Performance Management, Procurement and Sales Support functions globally in a
multinational, multicultural environment with about 1,200 people from 32 different
countries which include:

e Standardization of systems and processes

e Business services and good practice sharing

» Consistent policies, processes and rules among different countries
¢ Facilitating the integration of different processes per region

e More focus on products and customers

9.6 Green Beer

The Green Beer Group is committed to making decisions that have a positive impact
on our business and the communities in which we operate. We want to grow our
business responsibly while enhancing the quality of life for our consumers, employ-
ees and other stakeholders. The strength of the Green Beer Group is our full-range
portfolio of international premium and strong local beer brands.

9.6.1 Green Beer Results

Green Beer results (Fig. 9.25):
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Global
IT & Business
Services Head IT
Services
Cluster Head Cluster Head Cluster Head Cluster Head
ERP SCM CRM BDA
Fig. 9.24 Global IT services organization chart Alpha Beer
Region Green Beer
Volume | Revenue | EBITDA
1000h! | Million$ %
IAmericas 47615 4850 39%
Europe 100400 7420 34%)
Africa 31250 1500 20%)
Asia Pacific 41400 2270 28%)
Total 220665 16040 309

Fig. 9.25 Green Beer results

* Net revenue grew by 2 % organically to $16.0 billion as a result of strong Asian
performance and price/mix in Eastern Europe.
e Operating profit was down 7 % organically. Strong Asian growth was offset by
results in Eastern and Western Europe.
e Adjusted net profit was impacted by lower operating profit and higher other

financial items.

9.6.2 Global Presence Green Beer

We hold strong number one or two positions in 80 % of our markets in more than 45

countries (Fig. 9.26).
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Fig. 9.26 Global presence Green Beer

9.6.3 Green Beer Market Share

Market share by revenue (Fig. 9.27): Americas 30 %, Asia Pacific 14 %, Africa
10 %, Europe 46 %.

Market share by volume (Fig. 9.28): Americas 22 %, Asia Pacific 19 %, Africa
14 %, Europe 45 %.

Market share by EBITDA (Fig. 9.29): Americas 33 %, Asia Pacific 23 %, Africa
16 %, Europe 28 %.

9.6.4 Green Beer Portfolio

Portfolio Green Beer (Fig. 9.30):

e Premium bottle

e Premium flip-top bottle
¢ Non-alcoholic bottle
e Premium can

e Premium 6 pack

e Premium 12 pack

e Premium party

e Premium case

* Flip-top case

¢ Non-alcoholic case
* Keg
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Market Share Revenue Green Beer

Asia Pacific

Africa 14% Americas

10% 30%

" Americas HEurope M Africa M Asia Pacific

Fig. 9.27 Revenue market share Green Beer
Market Share Volume Green Beer

Asia Pacific = Americas
19% 22%

Europe
45%

" Americas M Europe M Africa M Asia Pacific

Fig. 9.28 Volume market share Green Beer

9.6.5 Green Group Organization Chart

143

Green Group Holding has two independent group companies, Green Beer with four
divisions and Green Global Business and IT Services (Fig. 9.31) with two

divisions.
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Market Share EBITDA Green Beer

Asia Pacific
23%

Africa
16%

M Americas M Europe M Africa M Asia Pacific

Fig. 9.29 EBITDA market share Green Beer

Fig. 9.30 Portfolio Green Beer

9.6.6 Green Global IT Organization Chart

Green Global Business & IT Services is located in Copenhagen and was established
in 2003 and is structured to support business outcomes, partnering deeply with
Green Beer leadership and functions to shape demand for business and information
services and improvements (Fig. 9.32). Improving the speed and quality of execu-
tive decisions is the main objective. We are developing business intelligence and
analytics solutions that will provide our executives with the accurate and timely
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Fig. 9.31 Group organization chart Green Beer
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Fig. 9.32 Global IT services organization chart Green Beer

information they need to make better decisions with about 1,500 people from 42
different countries which include:

e Standardization of systems and processes

* Business services and good practice sharing

* Consistent policies, processes and rules among different countries
» Facilitating the integration of different processes per region

e More focus on products and customers

9.7 Royal Beer

Royal Beer is the world’s most international brewer with brands available in 179
countries around the world. We are a proud independent global brewer committed
to bringing enjoyment to consumers around the world. We value a passion for qual-
ity, brands that people love, enjoyment of life, respect for people and for our planet.
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9.7.1 Royal Beer Results

* Revenue grew by 9.2 % to $26.2 billion.
e EBITDA was highest in the Americas and grew to 39 % and was 20 % globally
(Fig. 9.33).

9.7.2 Global Presence Royal Beer

With a global presence in 150 countries, the most profitable market is the Americas
with a focus on southern half of the continent (Fig. 9.34).

9.7.3 Royal Beer Market Share

Market share by revenue (Fig. 9.35): Americas 22 %, Asia Pacific 10%, Africa
11 %, Europe 57 %.

Market share by volume (Fig. 9.36): Americas 26 %, Asia Pacific 9 %, Africa
13 %, Europe 52 %.

Market share by EBITDA (Fig. 9.37): Americas 50 %, Asia Pacific 14 %, Africa
12 %, Europe 24 %.

9.7.4 Royal Beer Portfolio

Portfolio Royal Beer (Fig. 9.38):

e Premium bottle
e Premium flip-top bottle
¢ Non-alcoholic bottle

Region Royal Beer
Volume | Revenue | EBITDA
1000h! | Million$ %
Americas 56000 5704 39%)
Europe 112500 14915 19%
Africa 28863 2900 10%)
Asia Pacific 19800 2695 11%
Total 217163 26214 20%|

Fig. 9.33 Royal Beer results
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Fig. 9.34 Global presence Royal Beer

Market Share Revenue Royal Beer
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11%
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Fig. 9.35 Revenue market share Royal Beer

e Premium can

e Premium 6 pack

e Premium 12 pack
e Premium party

* Premium case

* Flip-top case

* Non-alcoholic case
* Keg
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Market Share Volume Royal Beer

Asia Pacifi€
Africa 9% Americas
13% 26%

M Americas M Europe M Africa M Asia Pacific

Fig. 9.36  Volume market share Royal Beer

Market Share EBITDA Royal Beer

Asia Pacifi¢

0,
Africa L)

12% Americas
50%

Europe
24%

M Americas M Europe M Africa M Asia Pacific

Fig. 9.37 EBITDA market share Royal Beer
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Fig. 9.38 Portfolio Royal Beer

9.7.5 Royal Group Organization Chart

Royal Group Holding has two independent group companies, Royal Beer with four
divisions and Royal Global Business and IT Services (Fig. 9.39) with two divisions.

9.7.6 Royal Global IT Organization Chart

Royal Global Business & IT Services is located in Budapest and was established in
2005. Our goal is to be the Global Centre of Excellence within Royal Group, that
attracts and develops great people. We will deliver this through world class results
with our business partners as one team (Fig. 9.40) 1300 people from 45 countries
which include:

e Standardization of systems and processes

* Business services and good practice sharing

» Consistent policies, processes and rules among different countries
e Facilitating the integration of different processes per region

e More focus on products and customers
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Fig. 9.40 Global IT services organization chart Royal Beer

9.8 Wild Horse Beer

We are in the beer and soft drinks business. We bring refreshment and sociability to
millions of people all over the world who enjoy our drinks. We do business in a way
that improves livelihoods and helps build communities. We are passionate about
brewing and have a long tradition of craftsmanship, making superb beer from high
quality natural ingredients. We are local beer experts from which we have carefully
selected and nurtured a range of special regional and global brands.

9.8.1 Wild Horse Beer Results

Wild Horse Beer results (Fig. 9.41):

e Revenue grew by 6 % to $26.2 billion.
e EBITDA grew by 6 % to globally 23 % and the Americas leading with 32 %.
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Region Wild Horse Beer
Volume | Revenue | EBITDA
1000h! | Million$ %

Americas 82700 10450 32%
|[Europe 43600 4398 25%
Africa 48400 7462 6%
Asia Pacific 71200 3867 28%
Total 245900 26177 239

Fig. 9.41 Wild Horse Beer results

Fig. 9.42 Global presence Wild Horse Beer

9.8.2 Global Presence Wild Horse Beer

Wild Horse Beer has 69,000 employees in more than 80 countries (Fig. 9.42).

9.8.3 Wild Horse Beer Market Share

Market share by revenue (Fig. 9.43): Americas 40 %, Asia Pacific 15 %, Africa
28 %, Europe 17 %.

Market share by volume (Fig. 9.44): Americas 33 %, Asia Pacific 29 %, Africa
20 %, Europe 18 %.

Market share by EBITDA (Fig. 9.45): Americas 35 %, Asia Pacific 31 %, Africa
7%, Europe 27 %.
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Market Share Revenue Wild Horse Beer

Asia Pacific
15%

Americas
40%

M Americas M Europe M Africa M Asia Pacific

Fig. 9.43 Revenue market share Wild Horse Beer

Market Share Volume Wild Horse Beer

Asia Pacific Americas
29% 33%

M Americas M Europe M Africa M Asia Pacific

Fig. 9.44 Volume market share Wild Horse Beer
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Market Share EBITA Wild Horse Beer

Asia Pacific
31%

" Americas M Europe M Africa M Asia Pacific

Fig. 9.45 EBITDA market share Wild Horse Beer

Fig. 9.46 Portfolio Wild Horse Beer
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9.8.4 Wild Horse Beer Portfolio

Portfolio Wild Horse Beer (Fig. 9.46):

¢ Premium bottle

e Premium flip-top bottle
¢ Non-alcoholic bottle
e Premium can

e Premium 6 pack

e Premium 12 pack

e Premium party

e Premium case
 Flip-top case

¢ Non-alcoholic case
* Keg

9.8.5 Wild Horse Group Organization Chart

Wild Horse Group Holding has two independent group companies, Wild Horse Beer
with four divisions and Wild Horse Global Business and IT Services (Fig. 9.47)
with two divisions.

9.8.6 Wild Horse Global IT Organization Chart

Wild Horse Global Business & IT Services is located in Brussels and was estab-
lished in 2004. Global IT Services is also transforming its own underlying capabili-
ties. By driving improvements in its internal technical skills, vendor performance,

Chair

Holding
[ : m 1
CEOQ
o Global
P Services
I J X %
[ - . I - | L 1 | — ~ |
Head Head Head Head Head IT piiead.
Retailer Distributor Wholesaler Factory Services S erviiee
[ s e 1 = 1 : - 1

Retailer 1 Retailer 2 Retailer 3 Retailer 4

Fig. 9.47 Group organization chart Wild Horse Beer
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Fig. 9.48 Global IT services organization chart Wild Horse Beer

systems controls and people abilities, Global IT Services is striving to be best in
class against a number of measures, including cost, efficiency and quality (Fig. 9.48).
Our Global IT Services operation offers careers in these areas: Service Delivery,
Solution Delivery, Strategy and Architecture, Vendor Management, and Business
Partnering in a multicultural team of 1,000 people from 34 countries.



Chapter 10
Global Service Provider Profiles

Abstract Chapter 10 includes the company profiles of two India-based global ser-
vice providers: Gdigservices and Idktech.

10.1 Gdigservices: Profile and Delivery Model

Gdigservices (Fig. 10.1) is a global leader in consulting, technology, and outsourc-
ing and next-generation services. We enable clients in more than 54 countries to
outperform the competition and stay ahead of the innovation curve. 197,000 experts
are helping enterprises renew themselves while also creating new avenues to gener-
ate value. We provide enterprises with strategic insights on what lies ahead. We help
enterprises transform and thrive in a changing world through strategic consulting,
operational leadership, and the co-creation of breakthrough solutions, including
those in mobility, sustainability, big data, and cloud computing.

10.1.1 History

In 1981, eight engineers started gdigservices. From the beginning, the company was
founded on the principle of building and implementing great ideas that drive prog-
ress for clients and enhance lives through enterprise solutions. For over three
decades, we have been a company focused on bringing to life great ideas and enter-
prise solutions that drive progress for our clients.

10.1.2 Global Footprint

Delivery centers in 54 countries with 50 global delivery centers and 25 near-shore
centers (Fig. 10.2).

© Springer-Verlag GmbH Germany 2017 157
K. Gronwald, Global Communication and Collaboration,
DOI 10.1007/978-3-662-53150-1_10
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Fig. 10.1 Gdigservices
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Fig. 10.2 Gdigservices global footprint

10.1.3 Building Right Capability and Leadership

More than 90,000 associates in 54 countries (Fig. 10.3).

10.1.4 Globally diversified service portfolio

The service portfolio includes application development, business process outsourc-
ing, testing services, package implementation, consulting, and technology infra-
structure services (Fig. 10.4).
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Our Proven Ability for Talent Procurement and Management

3441 5400
3176

11300

1996 - 97

One of the top recruiters in India

Recruit from 240 campuses in

India covering all the tier
linstitutions and 60% of tier-2
institutions

Global campus programs and
internships

today

A strong leadership team

= Most culturally diverse workforce

= Top management - average of 15 - 20 years
= Technology experts - average of 5 - 10 years

= Over 800 PMI certified consultants, one of the
highest in India

Best-in-class training and development

15days/employee /year of mandatory training
150 full time faculty

Ability to conduct training for 6000 persons at one
time

Pioneers of Web based learning

Program Management Courses in Association with
global universities

gdig Academy of Software Excellence

Fig. 10.3 Gdigservices building right capability and leadership

Testing Package
80 Services Implementation Europe
Rest of
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Consulting fen the Worle
Technalogy R&D services
Infrastructure

Services

Global IT Service line composition

# One of the largest independent R&D services provider in

the world with over 18,500 employees in R&D

» Leading India based Remote Infrastructure Management

service providers One of the largest offshore testing

services provider

us Japan

Geographical distribution

* 54 countries, 50 development
centers across the globe

* 25 near - shore development
centers globally, top Indian tech
service provider in Europe and
Japan

Fig. 10.4 Gdigservices globally diversified service portfolio

10.1.5 Engagement Roadmap

The engagement roadmap is an evolutionary process, starting with a simple staff
augmentation and evolving into a risk share partnership (Fig. 10.5).
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Fig. 10.5 Gdigservices engagement roadmap
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Fig. 10.6 Gdigservices investing in optimized global delivery model

10.1.6 Investing in Optimized Global Delivery Model

Best practices process models matching the organizational maturity of the customer
(Fig. 10.6).
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10.1.7 Gdigdelivery: Applied Innovation to Application
Support

* An innovative delivery model to maintain and support enterprise applications.
* Designed to handle variability in work volume typical to application support.
e Virtualized delivery across 4 delivery centers around the globe.

e Standardized gdigDelivery platform of tools and processes.

e Leverage industry best practices.

* Improve productivity.

e Support SAP, Oracle Applications, PeopleSoft and JD Edwards.

10.1.8 Outsourcing Challenges and Traditional Delivery
Models

Comparing outsourcing models (Fig. 10.7).

Outsourcing challenges

Defining service to outsource and metrics to measure outcomes
Predicting work volume over contract period accurately

Service provider ability to handle spikes for critical business events
Managing heavily customized and integrated enterprise applications
Access to value added services like regression testing/performance tuning

Wb W R —

Dedicated Global Delivery Centers Shared Service Centers

v v

1. Lower risk 1. Lower cost

2. Client specific tools and processes

i x
1. Higher cost due to extra capacity 1. Higher risk for complex ERP environments
2. Productivity gains affected by attrition 2. Rigidity in tools and processes
3. Do not provide room for best practices 3. Unviable in complex client environments

Fig. 10.7 Gdigservices outsourcing challenges
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Fig. 10.8 gdigDelivery versus traditional outsourcing challenges

10.1.9 gdigDelivery Versus Traditional Qutsourcing Challenges

Gdigservices delivery model as combination of dedicated delivery centers and cen-

tralized shared services (Fig. 10.8).

10.1.10 Organizations suited for gdigDelivery

Organizations Best Suited

* Non-regulated industries

* Firms looking for complete ownership and SLA based delivery for application
management and infrastructure hosting
e Firms that would like to take advantage of increasing their variable costs via

transaction-based pricing

e Global, multi-lingual support is required
e Application administration is included in scope (SAP Basis or Oracle DBA)

e 24/7 physical support requirement
Organization Not Suited

e Regulated business environment

» Firms that are not clear on the service being outsourced and benchmark costs for

the service

 Firms that typically only want staff augmentation or co-sourcing type engagement

models
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10.1.11 gdigDelivery Service Offerings

Service Desk
e Providing first line of support for end users of ERP applications

— 24/7 multilingual support

— ERP specific help desk to improve user experience

— Standard service management process and tool to improve productivity by
5% to 10%

Business Support

e Working on more specific business issues related to application configuration,
data and other complex issues

— Enhanced support for specific business windows like period close, peak sales
periods

— Proactive end user training and self-service enablement

— Business process specific SLAs

Application Corrective Support

e Correcting any bugs that might have been introduced while customizing the ERP
application

— Universal known error database to reduce mean time to resolve
— Dedicated problem management team to reduce incidents

Preventive Maintenance

e Focused on proactive monitoring of the application, batch and interface jobs,
improving system performance and uptime

— Proactive benchmarking and monitoring of system performance and uptime
— Best practices to simplify architecture and stabilize systems
— Specialist teams for performance tuning and niche products

Application Enhancements

e Providing minor enhancements to ERP application based on priority set by
business

— On time delivery of enhancements in spite of spikes in ticket volumes
— Variable per enhancement pricing

Regression Testing
e Automation and testing of new releases prior to deployment in production

— Flexible ramp up and ramp downs to support major releases
— Independent validation and verification for all new releases
— Automated test script library
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Application Administration

* Monitoring application landscape and system performance and availability. This
service includes application patch management, database administration, instance
management, user and security management

— Proactive performance monitoring and tuning to improve the overall health of
the application
— Web based integration single view dashboard for tracking application health

Infrastructure Services

* Providing integrated hosting of the ERP applications and the related network and
operating system related services

— Optimizing TCO by providing support of infrastructure, database and applications
— Integrated SLAS to the business
10.1.12 Gdigservices Execution model

Execution model as combined dedicated and shared team supported by tools and
processes (Fig. 10.9).

Proactive
monitoring gdig Team

S Application Management Teams e
u Bl o Aligned by skills D s
2 om 1L e | Problem Management |
< E LN 2 requests

=
2 [ Regression Testing |

- Procure to pay
g B E: n
o — 8 High priority | Enhancement | Functional Unit
z B o & complex requests specs for tested

5 g tickets enhancements | code

]

= , Training center

Core Client Team
Dedlicated to individual client

il (=] A & ctivity
i e Critical tickets (Bl T iy
- E
< Service management

=

Dedicated team + shared “gdig team”
supported by standard platform of tools and processes

Fig. 10.9 Gdigservices execution model
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10.1.13 Gdigservices Tools

Merged processes and tools between provider and client as part of a shared reward
partnership (Fig. 10.10).

10.1.14 Pricing Models

Variable pricing models linked to the maturity of the engagement (Fig. 10.11)

10.1.15 Operational Model: Security and Ticket Allocation

Security

e All shared resources to be on named basis and accounts created for client appli-
cation access

e gdigDelivery centers in the process of being BS7799 certified

e Can provide SAS 70 audit as per customer requirements

Customer

Extranet

Governance
= Portal for client
= Performance tracking and reporting
= Risk tracker

Service

Management

Service management tool
= Incident, problem and change
management

Knowledge
= Capacity utilization and time JC
Management tracking integrated
Knowledge management portal Commen known error database to
N = reduce “mean time to resolve”
= Common solutions to issues - FAQ incidents.

= Business process procedures and Induction /
recorded transactions Certification tool

= Document repository

Ensure quality training and
certification for all new team
members supporting a client

Typically these tools are integrated with client specific tools

Fig. 10.10 Gdigservices tools
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pricing based pricing
Usage and support volume Mature systems & ticket Typically for application
Suitability not easily predictable volumes predictable administration and
infrastructure services
* Predictable budget outlay | = Can leverage savings = Predictable costs for
« Vendor owns support and related to ticket managing an application
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Advantages work volume = Transparent pricing - = Transparent pricing and
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business units
* Could pay premium for = No incentive to vendor to = Certain constraints in
D . \ren_do_r _lakl_ng on reduce tickets terms of variable services
< variability risk = Higher management

overhead for client

All pricing models can be offered as fixed monthly price with an assumed baseline scope for variable
parameters (user, transaction, etc.)

Fig. 10.11 Gdigservices pricing models

Ticket Allocation & Prioritization Process

* Severity 1 issues assigned/paged to identified core team members/leads

e All other severity issues assigned by shift lead to the team members directly in
the service management system

e Service management tool automatically monitors SLA slippage and alerts shift
leads

e Direct link from service management tool to knowledge base and known error
database for quick resolution of tickets

10.1.16 Value Proposition

e Improved service level and end user experience:

— Improve user satisfaction and system performance by 10-15 %.
— Reduce incidents by 5-10 % on a year over year basis.
— On-time delivery of enhancements improved to over 95 %.

e Better productivity and reduced costs:

— Standardized service management tools and processes increase productivity
by 5-10 %.
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— Common known error database helps reduce mean time to resolve increasing
productivity and reducing incident occurrence by 5—10 %.

— Using flexible teams helps addressing spikes instead of maintaining addi-
tional fixed capacity.

* Flexible pricing options:

— Fixed price based on a fixed scope of services.
— Flexible pricing based on users, tickets or application instances. Addresses
situations where volume of work across services cannot be predicted.

10.1.17 Governance Structure

Three tier governance structure (Fig. 10.12).

10.1.18 Governance Organization

Governance organization reflecting the tree tier governance structure (Fig. 10.13).

Program Level

+ Demand Management
* Relationship Management
* Portfolio Management
* Strategic Direction

# Financial Management

Project Status
Reviews

Project Level

* Project Management
* Communication Management

* Issue Management

* Risk Management

* Quality Management

* Infrastructure Management

» Third party/Product vendor management

Managing
Delivery
Commitments

Team Member
Level

* Ticket resolution / Task

e completion

* Report preparation

Fig. 10.12 Gdigservices governance structure
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Fig. 10.13 Gdigservice governance organization

10.2 Idktech: Profile and Delivery Model

In today’s world, organizations will have to rapidly reengineer themselves and be
more responsive to changing customer needs. Idktech (Fig. 10.14) is well posi-
tioned to be a partner and co-innovator to businesses in their transformation jour-
ney, identify new growth opportunities and facilitate their foray into new sectors
and markets.

10.2.1 History

Idktech is globally recognized for its innovative approach towards delivering busi-
ness value and its commitment to sustainability. We optimized utilization of natural
resources, capital and talent. Today we are a trusted partner of choice for global
businesses looking to differentiate at the front and standardize at the core through
technology interventions.

Idktech helps customers do business better by leveraging our industry-wide expe-
rience, deep technology expertise, comprehensive portfolio of services and vertically
aligned business model. Our 170,000 workforce in 75+ dedicated technologies
Centers of Excellence in 175+ cities across 6 continents enable us to harness the lat-
est technology for delivering business capability to our clients.
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dktech

Global IT Services

Flexible application outsourcing for maximum business value

75+ locations across 34 countries
We chase the sun

Fig. 10.14 Idktech logo
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* Global Development Centers
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Fig. 10.15 Idktech global presence

10.2.2 Global Presence

Idktech presence in 34 countries with global development and solution centers in 75
locations (Fig. 10.15).

10.2.3 Associates

Globally 29,000 employees, more than 60 nationalities, 80 % with more than three
years experience (Fig. 10.16).
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Overall industry experience

Percent
29,000+
10+ Years 21% 80% of
organization
~  with 3+ years
6-10 Years overall industry
experience
3-6 Years 60+ Nationalities
J Emphasis on learning &
1-3 Years leadership development
<1 Year

Innovation at grass root level

Experience Fun @ work culture

Fig. 10.16 Idktech associates

10.2.4 Process Models

e Quality:

— First ISO 9001:20000 certified organization.
— Pioneered eSCM with global university.
— ISO 27001 Global certification.

e Information security:

— Security discipline embedded in the organizations culture.
— Security process integrated into quality management system.
— Compliance verified periodically through external and internal audits.

e Business continuity:

BS 25999 certification on business continuity.

— BCM processes integrated into the quality management system.
Multi-layered crisis management teams.

Integration of customer and location business continuity plans.

10.2.5 Full Life Cycle Offering

Full life cycle offerings: Enterprise business solutions, application development and
management services, infrastructure management services, integrated engineering
solutions, business process outsourcing (Fig. 10.17).



10.2  Idktech: Profile and Delivery Model 171

Industry Focused Solutions

o AN >ARE VYR

Enterprise Business Solutions

Application Development and
Management Services

Infrastructure Management

Services Consulting & Enterprise Solutions

Integrated Engineering
Solutions

Business Process
Qutsourcing

Fig. 10.17 Idktech full life cycle offering

10.2.6 Lines of Business

Consulting

Idktech turns vision into action, creating and sustaining stakeholder value. We deliver
insights and help our customers achieve strategic and operational excellence, using
our in-depth industry knowledge and expertise.

IT Services

Idktech helps companies leverage IT to realize their business strategies, explore new
opportunities, create virtual enterprises, grow competencies, and forge closer ties with
their customers. We help clients architect change and implement solutions across mul-
tiple platforms.

Outsourcing

Idktech offers a wide range of outsourcing services that enable companies to focus
on core competencies, free up resources, enhance productivity, and improve profit-
ability. The Idktech BPO provides access to unmatched infrastructure, world-class
resource, and highly talented, committed professionals.

10.2.7 Advanced Shared Competency Delivery Model: ASCDM

Advanced Shared Competency Delivery

is a competency based delivery model with focus on support and maintenance
extended to project execution. The fundamental concept is to provide application
management services and projects using virtualized delivery centers across the globe
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with a standard platform of tools and processes leveraging industry best practices.
The model is capable of handling variability in work volume; and provides commit-
ted year on year productivity gains.

Core Customer Team

In this model, there is a core team from Idktech that is dedicated to the customer. The
size and structure of this team will be determined based on the maturity and stability
of client’s organization, level of process standardization possible, ability to integrate
with Idktech tools and other parameters. Idktech will recommend the size, structure
and location for the core team after an initial assessment. The core customer teams
can be either located at the customer sites or at Idktech global delivery locations.

Shared Competency Team

The shared competency team is split into two main teams, the application manage-
ment team and the specialist team. The application management team is organized by
technology and skills. There are shift leads that manage teams that address applica-
tion support activities while the enhancements leads address enhancement and devel-
opment work. The specialist teas are very critical to the value proposition of the
shared competency center. These teams can provide high-end value added services
on an on-demand model. So access to these specialists is available at short notice and
at lower cost.

10.2.8 ASCDM: Utilization with Maximized Profitability
and Zero Bench

All billable resources are part of a shared competency pool and can be utilized in
projects as needed. Once their project assignment has finished, they return to the
pool and will be utilized virtually for various customers (Fig. 10.18).

10.2.9 Advanced Shared Competency Delivery
Versus Dedicated Support

Idktech delivery model as combination of dedicated delivery centers and centralized
shared services (Fig. 10.19).

10.2.10 Advanced Shared Competency Delivery Model
Comparison

Comparing delivery models (Fig. 10.20)
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v All billable resources globally are part of the Shared Competency Pool and can be utilized in
projects as needed.

v Once their project assignment has finished, they return to the pool and will be utilized virtually
for various customers.

Customer | Customer Customer
Lati on al ' Location 4
er |

Customer Service Management Tool

o - - '
Dedicated Teams

Onsite India
-Leads
- Key client facing skills

Shared Competency Pool r )
upport Team ry Team

Incident handling Menitoring
Team Team

- Leads
- Key client facing skills

Project Delivery
Team

Fig. 10.18 Idktech utilization
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2. Special skills  \J,  Limited v Available o Available
3. Risk \y Lower P Higher = Mitigated
4. Tools & Client specific Centralized Industry best practices
processes Nen-standardized In-flexible Customized & flexible
5. Pricing = Fixed 7 Usage-based i Usage-based

Fig. 10.19 Idktech ASCDM versus dedicated support

10.2.11 Competency Tower based Service Delivery

Global competency tower based service delivery uses shared integrated processes
(Fig. 10.21)
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Fig. 10.20 Idktech shared competency delivery model comparison

v Competency centers can be used in any part of the world at any given time...

v Advanced Shared Competency Delivery uses integrated Governance, Service Delivery,
Knowledge Management, and Issue Resolution processes...

Fig. 10.21 Idktech competency tower based service delivery

10.2.12 Advanced Shared Competency Delivery Benchmark

Compares a typical Offshore Development Centre (ODC) model with the idkTech
Advanced Shared Competency Delivery (ASCD) model (Table 10.1).
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Table 10.1 Idktech ASCDM benchmark

175

Typical ODC Typical ASCD % ASCD
Parameters Model Model Gain
Productivity Parameters
Enhancements/FTE per month 4 4.2 5.0%
Tickets/FTE per month 24.0 30.5 27.3%
Active Users Supported/FTE Year 1 60 70 16.7%
Operational Parameters
Onsite Percentage Year 1 30-35% 20-25% 8%
Bulge Avg. Exp. in years 55 4.5 18.2%
Dollar Metrics
Price/Ticket 350 270 22.9%

10.2.13 ASCDM Tool Support

Service Level Management

Service level management is the primary management of IT services, ensuring that
agreed services are delivered when and where they are supposed to be delivered.

The service level manager is dependent upon all the other areas of service deliv-
ery providing the necessary support that ensures the agreed services are provided

in a secure, efficient and cost effective manner.

The following activities can be performed using tool support to ensure service

level management:

— Transparent automated process to track service delivery at each incident level
— Auto escalations at potential failure points driven by a workflow and thresh-

old levels

— Alerts to the consultant for follow-up and closure of open tickets

— Inbuilt capacity planning features for effective shift/day/week planning
— Reduction in mean time to resolve
— Features to track & eliminate respective tickets
— Integration with communication devices for notifications & escalations

Productivity Management

Productivity management systematically explores complex service issues and
suggests the most appropriate methods to improve service productivity, quality,
and customer satisfaction. Tool support can be used to improve productivity of

the engagement.

The activities are as follows:

— Defining productivity benchmarks based on incident category
— Weekly performance (team & individuals) reporting against set benchmarks
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— Frequent updating to benchmarks to raise the bar on performance

— Granular level details to support new estimations for new projects

— Automated daily timesheet for each consultant on each task based on inbuilt
automated time tracking

Demand Management

The demand management framework will be used to manage the demand and the
customer’s incident/development/project pipeline.

This framework is capable to address sudden change/requirements of demand at
the customer’s environment.

The demand management framework consists of two major areas: demand plan-
ning, demand execution

Demand planning consists of demand prioritization and demand aggregation.
The demand planning will be driven by the business process managers, customer’s
IT managers, AD (application development) and AM (application management)
teams

The demand forecast along with the prioritization will be used for planning.
Demand planning will cover both long range planning for a time horizon of 3-6
months ahead and short range plans for next 4-12 weeks time.

Demand planning includes the following activities:

— Capture, catalogue, evaluate, and approve product or technology ideas, proj-
ect requests, and early-stage initiatives.

— Manage unplanned work by capturing incidents and service requests from the
help desk and qualify them for impact, urgency, and priority.

— Output from the demand planning process will work as the input for demand
execution and capacity management.

— The planning process will also generate a demand dashboard providing the
status of demand generated from each source.

Demand execution consists of actual staffing of the project, possibly in different
offshore/low cost/near shore locations.

This is managed by the respective project delivery team working closely with the
customer and the customer’s other suppliers.

Capacity Management

The objective of capacity management is to ensure that the organization has, at
all times, sufficient capacity to meet the current and future agreed demands of the
customer at agreed performance level.

The tool support helps in capacity planning in the following ways:

— Resource management — match people to AD/AM work requirements based
on role, availability, and skill.
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— Assess employees’ alignment with customer initiatives by reviewing and
tracking the resources’ skills, experience, and certifications.

— Communicate resource requirements efficiently to internal resource managers.

— Focus on critical areas by highlighting capacity and demand overloads by
organization units, project, or roles.

— Gain insight into customer portfolio by showing how work (demand) com-
pares with resources available (capacity).

— Perform what-if analyses on projects to simulate different scenarios, such as
when demand is shifted, to prevent overcapacity.

— Demand dashboard — Connect service and project functions from a single
view through which all demand is evaluated and managed, while offering
total visibility to resource utilization.

— Prioritize work and allocate resources to the highest value opportunities.

— Conduct periodic reviews with the customer and planning teams to arrive at
an updated capacity management plan.

10.2.14 Sourcing Model

Pioneers in remote offshore development and global delivery model. Strengthening
idkSourcing model and delivering services from our offshore delivery campuses
(Fig. 10.22).

Onsite Client

Offshore
Development
- -—

Fig. 10.22 Idktech sourcing model
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10.2.15 Governance Model

Three tier governance structure (Fig. 10.23).

10.2.16 Governance Participants

Governance organization reflecting the tree tier governance structure (Fig. 10.24).
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Fig. 10.23 Idktech governance model
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Fig. 10.24 idktech governance participants
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