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The fact and inevitability of globdization isnot a metter of contention; its pace
and content are, in particular the perception on the degree of inclusveness or exdusvity
that characterizesit. This gpplies not only to economic globdization, which has been the
ubject of extensive — even emoative — debate and discusson, but aso to cultura
globdization, which isincreasingly, dbeit only now, being viewed as criticd to the
success of economic globdization. Thisis particularly because culturd protectioniam can
result in the denia of market accessin the same way astariff barriers’. Cultura
sendtivity is, asaresult, emerging as an important dement in the entry srategy of any
transnationdl corporatiort’. In aworld characterized by cultura diversity, cultura
sengtivity and inter-cultural corporate behaviour has come to be accepted asa
management techni cLue that holds the key to successful global strategies and market
expanson objectives’.

Culture emerged as a sendtive issue only after September 11, 2001. Indeed, 9/11
is likely to hold centre Sage as one of the most important and poignant moments of this
century’s history particularly, and sadly so, for its polarizing consequences. The two
burning towers redefined relations between peoples and between nations. 1t not only
sharply affected economic globalization but it had, and continues to have, a profound
impact on inter-culturd relaions and didogue. In purely economic terms (economic
globdization), when the twin towers were sruck, every country that participatesin the
globd economy, felt them just as sharply. Prior to September 11, the globd economy was
dready in the grip of adowdown. Once the US was hit and more importantly, on home
ground, speculation on the form and the extent the US retdiatory srikes would teke,
ushered in uncertainty in the globa economy. Consumer confidence plunged to an dl

! This essay is based on atalk delivered on April 28, 2006 at the Autokongress 3 organized by the Ruhr
University in Bochum.

2 The author is Deputy Chief of Mission at the Embassy of Indiain Berlin. The views expressed in this
essay are hisown. He may be contacted at berlinbeckons@yahoo.com.

% Indeed, cultural nationalism can result in a high measure of insularity; Be Japanese Buy Japanese can
evoke sentiments of anti-colonialism and rejection of foreign goods as part of consumer preference, which
isoutside the purview of the WTO’ s Dispute Settlement Mechanism. Recdl Mahatma Gandhi’ s swadesi
(national) or freedom movement against British occupation of India; his call to reject the British (foreign)
garments and to switch to hand-woven (khadi) clothes did more to devastate the Lancashire Cotton Mills
than was envisaged at that time. The rejection of British manufactured goods symbolised nationalism and
the participation in the freedom struggle.

4 Hongkong Shanghai Bank has been carrying advertisementsin major TV channels, such as CNN, on how
gestures, even colours, have entirely different meaningsin different countries and cultures.

® In Germany and other European countries, ‘ Inter-cultural Facilitation’ is cited by many immigrants and
long-term residents as a‘ qualification’ in their bio-profiles; such persons are called upon by business and
industry, even government, to share ideas and perceptions on how people from their mother country would
react and respond in particular situations; their role isto provide inputs on likely behavioural patterns.




timelow and crippled exports from deve oping countries. Stepped-up Security measures
added to transaction cogts and impacted on the movement of internationa goods. The US
economy moved towards recession. A single day logt to busnessin the US and ensuing
disruption knocked df 0.5% from the country’s GDP. In Jgpan, the financia system took
a severe besting and was on the verge of a criss. The French economy grew at the
dowest paceintwo and ahdf years. Germany spoke for the firgt time of the need to
introduce audterity measures. Globd growth dowed down. The contagion had spreed.

In culturd terms, the world was divided sharply into a clear-cut categorization of
‘us versus them’ 8. It ushered in an eraof fear, fear of the unknown, fear of the different,
fear of the stranger. In management terms, what we could not understand, we could not
relate to, and understanding was the first step in corporate behaviour especidly in an
dien surrounding. Culturd diveraty, which wastill recently, consdered fascinating and
dluring, emerged as a flashpoint and resurrected xenophobia’. It became the most
important and influential argument in the battle againg globdization as countries
insulated themselves from the ‘evils of American hegemony® and an American way of
life. In cultures that saw American anger specificaly directed againgt them and their
ndidies indeed againg ther culturdly different way of living and thinking, the boycott
of US goods and American culture was the firgt step towards protectionism. Such a
boycott becomes particularly worrisome when it is a gpontaneous reflection of consumer
preference rather than being governmentaly driven.

This current cultura polarization, which has assumed severe and acute
dimengons, has impacted negatively on the globdization process. Suspicion has defined
negotiaionsin the WTO and al Western proposds are seen as having a hidden agenda
rooted in hegemony; trade is viewed suspicioudy as necimperidism. For the pro-
globdlisation lobby®, the developing country reluctance in bresking the WTO impasse is
rooted in the age-old leftigt anti-West and anti-Capitalism mindset, which drew
ingpiration from Gunder Frank, Franz Fanon, Marx and Lenin. Such adidtillation of the
current anti-globalization movement is smplidic to the point of myopia. It refusesto
recognize that for developing countries, the ‘enemy’ was never the US or ‘the West' or
money or MNCs or cgpitaism. Indeed, dl developing countries are keen on foreign trade
and attracting foreign investment and see it ascriticd ingredients in encouraging growth.
The enemy was, and has dway's been, the abbsence of a genuine didogue partner; indeed,
with increasing culturd polarization and the strengthening of the * us versus them’
syndrome, Western countries are rapidly losing their credibility asreligble, sncere and
genuine didogue partners. Trust is no longer present at the negotiating table.

6 Recall President Bush’s remark, “Y ou are either with us or against us.”

" The challenge against outsourcing or against a liberalized visaregime in high unemployment countriesis
areflection of the ‘ us versusthem’ syndrome.

8 Expand thisto read as‘Western' or the ‘allies of the US’; thisis principally because in Europe, the link
with the US through its transatl antic cooperation treaty is extended to include relations with non-NATO
countries; Germany is likely to ‘discover’ Indiafollowing the recent Indo-US nuclear agreement which
Germany never expected/anticipated.

% See Bhagwati, J : In Defence of Globalization (Oxford University Press, 2004).




Non-Western societies have come to accept exclusivity as arecurrent patternin
the manner in which Western societies ded with them. This has been the single most and
devadtating consequence of the September 11 attacks. Diversity isno longer an ass; it
is, in fact, ahandicgp. As aresult, the link between culturd polarization and the
oppogtion to globdization is central to any debate on the subject. It is dso the most
complex problem that cross-nationd corporate entities face in aglobdizing world today.

Additiondly, the fact thet the poorer and underrated economies, particularly in
Asia, are considered the driving force of the global economy™® has emerged as the single
mogt important challenge for globa business and indudtry principaly because it
questions entrenched prejudices and perceptions; the onus is on globa business to adapt
its behaviour and find acceptance in developing country markets and not the other way
around. Indeed, the newfound confidence among the developing countries, which isaso
reflected in internationa trade negotiations, makesiit difficult for foreign capitd to
smply enter developing country markets without demondrating sengtivity to locd
requirements and conditions. The acceptance of the influence of the G-20 grouping asa
potent negotiating force in the multilaterd trading system, at least sSince the Sesttle
Minigerid Conference, isworth recalling. At Seettle and consequent WTO Minigerid
Conferences, developing countries jointly opposed developed country initiatives, which
they congdered detrimentd to their nationd interests.

If thisisthe backdrop, whet is the advice we can give to corporate society for
inter-culturd behaviour in aglobdizing society?

Global Strategies Must Adapt:

Ann Chen and Vijay Vishwanath! draw attention to the failure of Danone, one of
the world' s biggest makers of milk products, in China because it read market strategy
wrong. It was not that the Chinese were averse to foreign brands or that Danone's
products were not right and yet, after successfully sdlling biscuits and minerd water in
China, it flopped with its dairy offerings. Carlsberg and Quaker Oats faced asmilar fate.
Y &, companies like Coca Cola, Colgate and Anheuser-Busch were making profits. So,
what went wrong? Chen and Vishwaneth say thet what Danone did not do is to find the
right mix of pridng, pogtioning, didribution, and acquigition. What the successful
companies did on the other hand was to use three key Srategies. fird, to close the cost
gap, second, to add products and channels and findly, to bring locd brands on board.
Colgate became Chind stop ora care company by cutting production costs and passing
on those savings to the consumers; after entering the market in 1991, it began
manufacturing its toothpaste in China, eventuadly sourcing the ingredients locally.

Sacond, Coca Cola sIs more than hdf of al carbonated soft drinksin Chinaand

10 Indiais enjoying a growth rate of eight percent; it has been identified by variousinternational agencies as
the country, which has the most exciting growth prospects. Even countries like Bangladesh and Pakistan,

for instance, are enjoying five percent annual growth rate in comparison to Germany, for instance, where
growth is barely one percent.

1 Chen, Ann and Vishwanath, Vijay “ Global Strategies: Exporting in China”, Harvard Business Review,
March 2005; pp 19-21.



generated more than $2 hillion in revenue in 2003 because it adopted a cdibrated market
drategy thet saw it reducing expense by manufacturing locdly, setting up bottling plants
and forming partnerships with bottling groups thet enabled it to creste alow -cog,
efficent digtribution network, and findly, by adding products such as herbd teadrinks;
Coke brands now s a only dightly more than loca brands. Thirdly, successful foreign
companies redlize that the greatest opposition comes from entrenched local competition
and market penetration requires offering amix of both globd and locd brands. Gillette
slIsnot only its premium Duracd | batteries but dso Nanfu, alocd brand it has acquired;
Anheuser-Beusch sdllsits premium beer Budweiser but also acquired a controlling stake
in Harbin Brewery, China sfourth largest brewer and a minority stake in Tangteo,

Chind s number one brewery.

Corporate behaviour needs to adapt its Strategy to suit local needs and
requirements, if it isto successfully enter new markets.

Additiondly, there are a number of soft challenges thet corporate entities face in
times of globdization thet, nevertheless, can have profound implications on their success
or falure.

Recognize Cultural Diversty and Avoid Gener alizations

People are different; they think, act, behave and live differently. In an earlier part
of the essay, we have pointed to the need to recognize that culture cannot be harmonized.
Successful corporate strategy identifies culturd differences and works with them,
especidly where such differences are likely to impinge on the manner in which business
isdone. Europeans, for ingance, would find it odd if business meetings were requested
for gpontaneoudy and without an appointment; Indians and indeed, most South ASans,
would on the other hand, find it quite the norm that people would *drop by’ without an
appointment and expect to be heard. Indeed, it would be consdered an act of enormous
discourtesy if a person were to be asked to seek an gppointment before agreaing to a
meeting. Unlike Europe, where business could be conduded in a sngle meeting (because
an gppointment would enable preparing for ameseting), in South Asamestings would
rarely get concluded in the first meeting, especidly if there are complex and legd issues
involved.

Not dl culturd differences are particularly important as part of corporate strategy.
Sen'?, for instance, informs us that Indians like to speek and that argumentativenessis
part of their culturd tradition. There are severa writings on the excessively inquisitive
nature of the Indian, especidly on what is considered to be part of the private domain.
Mot Indians would congder it quite normd to enquire, from perfect strangers, details
and information that most Europeans might consder highly irregular and intrusive. At the
same time, Indians would aso be highly forthcoming about their own private affairs and
dedlings, and think nathing of burdening complete strangers with such unsoliated
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information. Long train journeys can be a perfect setting for getting to know the life and
family relationships of complete srangerd

Generdizations, on the other hand, can be atrgp in India How Indiansthink can
be deceptive, principaly because of India s enormous Sze and diversity. For most
Europeans, India can be intimidating and rightly so. North to South, East to West, Indiais
a continent. With one billion people, multiple rdigions and languages it is a complex
mix of various culturd traditions; indeed, it is not Imply that the languages, customs,
cuisne and dothing that differ, it is even the gods that we worship. Generdizations count
for little. A person from Bengd would be different in dmost every aspect from a person
from the Southern part of India, in as much as a German may be different from a Greek
or an Itdian from a Frenchman. Stereotyping and bracketing cultures is useful to avoid.

Furthermore, for most Europeans, contemporary Indiaiis confusing with the
coexistence of her stark contrasts. Sheiis at once both, as Jeffrey Sachs™ put it, “visualy
breathtaking and jarringly incomprehengible” At one end, there is the magnificence of
her naturd and physical beauty, and the rgpid pace of her economic growth coupled with
extraordinary achievements in science and technology. And at the other end of the
spectrum, there is extreme poverty and dedtitution, epecidly inrurd Indiaand its
inevitable Soill over into urban India Sums and shantytowns live dongsde ultrasmodern
multi-storeyed blocks and designer stores. Less than adollar aday co-exisgswith the
fastest growing numbers of internationa millionaires. A predominantly agricultura
economy remains hogtage to the vagaries of nature and the unpredictable monsoon rains.

But worse, India ovewhdms. There are the sheer numbers: 1 billion and more
people. The gatidics, by themsdves, are avesome. Some tourigts are unable to adjust to
the sheer shock of people “literdly pouring out” of Victoria Termind in Mumbai and
Howrah gation in Kolkata during pesk hours. It isa sght thet will forever linger with
them. In addition to the numbers, Indid s diversity in didects, religion, cusoms, norms
and moresis equaly daunting.

And asit fascinated, confused and overwhemed, India intimidated even the most
intrepid. Sunil Khilani quotes Pandit Nehru™*, the first Prime Minister of independent
India “Indiawasin my blood.... And yet, | goproached her dmost as an dien critic, full
of didikefor the present aswdl asfar many of the rdlics of the past thet | saw. To some
extent, | cameto her viathe West and looked at her as afriendly westerner might have
done. | was eager and anxious to change her outlook and gppearance and give her the
garb of modernity. And doubts rose within me” It isthisliving dudism, this complex
juxtapogtion of literaly two worldsin asngle time frame that completely confuseswith
regard to India: the question is not whichis India but the redization thet both are, at leest
for the time being and till the new wave of liberdization and governmentd policies
ensures that the benefits of growth reach the poorest and the deprived sections of the
population and the country. Today, Bihar with its backwardnessis as much Indiaasis

13 Sachs, Jeffrey: The End of Poverty (Penguin, 2005).

14 Nehru, Jawaharlal: The Discovery of Indiaquoted in Sunil Khilani’sThe ldeaof India, (Hamish
Hamilton, 1997).




Maharashtra with its modernity. For successful inter-culturd corporate behaviour it is
essentia that this duaism is recognized and acoepted.

Changeisa Fact

Indo-German relations, for ingtance, have traditionaly remained warm and
cordid. Germans and Indianstend to think of one another in terms of prisms frozen in
time. Mogt Indians would immediately recall Max Mudler®® (whom most Germans may
be unaware of) or that Bonn was known as ‘ the Benaras on the Rhine (How many
Germans know this? Or even about a place, in India, cdled ‘Benaras ?). Some Indians,
without meaning to be insengtive, would speek about Hitler. On the other hand, the
knowledge with regard to India of most Germans was redtricted, till recently, to dlassicd
music and dance, yoga and spirituaism, and & mogt, extended to Tagore because of the
Tagore-Eingein connection. Today, I'T and outsourcing are the new images of India,
thanks in part to Thomas Friedmart® whose remarkeble thesis that globalization would
leed to the ‘flattening’ of the world and the creation of aleve playing field with the
emergence of new players on the block, especidly IndiawithitsIT revolution, has
resulted in anew interest in India. Indeed, while Indiaand Germany have both moved
aong, there continues to be tendency to fdl victim to a‘frozen intime perception and to
see the new found discovery of Indiaamog as an aberration.

Germany isone of Indid s most important trading partners. In 2004, during the
vigt of the then Federd Chancdlor to India, both leeders spoke of doubling twoway
trade from Euro 5 billion by 2010; as per current figures, this target will be reeched a
least two years before schedule demongtrating to the enormous untapped potentid. There
isincreasng recognition among German business and indudtry that Indiais a serious and
important dialogue partner. In India, Germany has essentidly been regarded with ahigh
degree of professond respect; Made in Germany is seen as synonym for high quality and
precison; it is conddered a gandard. At the same time, there needs to be a smultaneous
and fundamentd shift in the way in which German business and industry gpproaches
India India—long consdered an underdeveloped and impoverished country — has
emerged in the globa scene as a country whose progress and growth rates placeit as
among the fastest growing economies of the world. Thisis difficult for many Western
countries to accept and reconcile to. How can India, known for so many yearsin its
mediaas aland of impoverishment, grow to chalenge a perception that has become part
of Western thinking? Add to this, the enormous congternation that was fet when jobs
began to be outsourced to Indiaand worse, when Indian companies began purchasing
German companies. Inter-cultural corporate behaviour in times of globdization neadsto
adjud to this changed circumstance and phenomenon; it requires a shift in paradigm, a
dhift in the weltenschaung.

15 A seminal German Indologist, who wrote extensively and with enormous respect about I ndia; the Goethe
Societiesin Indiaare referred to as Max Mueller Bhavans. Max Mueller interestingly never visited India,
though he studied India extensively, including the Sanskrit language. His most important writing istitled
What India Means to Me.

16 Friedman, Thomas: The World isFlat (Allen Lane; 2005)



Andfindly,
Comparisons Fail to Recognize ‘the why of differences

The oft-repeated tendency among corporate entities is to ask why India cannot
and does not show the promise and growth thet is so representative of China. Why, for
ingance, they ask can doing business with India not be the same as doing business with
China?

The Chinese economy has shown remarkable progress and rapid, consstent high
economic progress. The sheer scdle of attractiveness to foreign capitd that the Chinese
economy has demongrated is not matched in equa measure by the Indian economy,
where pace has tended to bedow. Y&, the Indian economy has grown at eight percent
and by current internationd predictions, could well achieve nine to ten percent growth
thisyear. According to Goldman and Sachs, by 2050 the Indian economy would be the
third largest economy in the world far outgtripping Germany and the EU.

The difference between the palitical sysemsin Chinaand in India uniquey
typifies the manner and pace of change in either country. Indiais a multi-party
democracy increasingly characterized by codition governments. In such apolity,
consensus will determine the receptivity to political and economic programmes, top-
down gpproaches will not survive. As anet result, policiesin India are consensus based;
they are debated and discussed with the various political fractions before they are
introduced. Such palicies need necessarily to be people friendly or they face therisk of
rgection. In the end, policiesin India once introduced are irreversble. It isworth
recaling that while economic liberdization was introduced in the nineties under the
government of Prime Miniger P. V. Narasmha Reo, with Dr. Manmohan Singh as
Finance Miniger, successve governmentsin New Delhi did not roll back the
liberdization process but rather ensured that it moved forward. Democracy will impose
obligations on the dected government and no government in New Ddhi islikely to
surrender democracy for afaster pace of growth or to attract alarger share of foreign
capitd. It isfor this reason done that questions as to why India continues to fal where
China succeeds is specious and reflects afailure of inter-cultura corporate behaviour to
understand how cultures and societies function.

Corporate structures need to recognize that in o far as management is obliged to
take into account the needs and demands of its employees, no government can dam
legitimacy unlessit responds to the needs of its people. Inter-culturd corporate behaviour
can, thus, respond positivey and successtully in aglobaizing world only when it blends
in the local milieu. In aglobdizing world, interdependence of economies and the
movement of capita, are criticd to the success and the hedith of the globa economy. B,
polarizations and the lack of opennessto culturd diversty can hurt the globdization
process irrevocably. While difference is areflection of uniqueness, difference need not
result in differences. September 11 and its aftermath failed to unite people globdly
because it sought to identify diversity as a central cause of tenson and terror. Uniquely,
in comparison to the response to the tsunami tragedy, while one has ¢ood out as atrue



reflection of globd solidarity in the aftermath of atragedy, the other has ushered in
psychoss and the fear of the stranger, the different and the other. One united, the other
irrevocably divided.

I'n conclusion, the fallowing might be the thumb rule Ten Commandments of a

successful inter-culturd corporate Strategy in aglobdizing world:

1

10.

Globa power eguations are st to change dramaticaly; “the poor shal inherit
the earth”; Asan economies are likely to emerge as the new powerhouse and
the driving force of the globa economy;;

Accepting 1 above, is not ametter of shame or disgrace; it need not lead to
xenophobiaor the creation of afortress Europe; perpectives and paradigms
would, however, need to dramaticaly change to reflect changing globd
redities,

The tragic consequence of September 11 was greater insularity againgt the
unfamiliar, the stranger and the different; the process of hedling cannot be
achieved through fear, domination or terror; if it is, it will not succeed;
Culturd domination is not likely to succeed even in the short term as attempts
a culturd hegemony will be fiercdy ressted, epecidly where it is percaived
as being targeted a what makes a people different and unique;

Culturd diverdty or thefact of culturd difference need not leed to
differences; corporate structures that recognize this and are able to work with
culturd diversty will succeed; culture need not become a cause for conflict; if
itis itwill lead to prolonged conflict and cripple the globa economy;
Corporate drategy thet fals to recognize and work with culturd diversty will
fal;

Generdizations will misguide and midead; they need to be avoided; theworld
isnat likely to become amdting pat;

Successful managers are those who figure out how dients think rather than
those who are interested in how dients ought to think;

Globa drategies cannot afford to ignore loca strengths or entrenched local
interests, and

Globd (indeed, dl) grategies succeed only when they are credtive and never
datic.
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