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Chapter 15 Managing Global Systems

The world just keeps getting smaller and smaller. No company can afford to ignore foreign markets or the impact of foreign competition on the domestic business environment. You have to adapt to the changing faces, literally, of your competition and devise a plan to bring your organization into a worldwide view.

15.1 The Growth of International Information Systems

Globalization is possible even with very small businesses because of the technological advances in computer networks and telecommunications. Is your organization developing a Web site for e-commerce? You might want to consider publishing it in four or five foreign languages. That’s what it takes today to compete. 
Developing an International Information Systems Architecture

You must have an information system in place that will support the communications, coordination of people and products, and order processing for both domestic and foreign markets. You have to understand the characteristics and individual needs of foreign markets, just as you need to understand your domestic markets. Figure 15-2 depicts five major dimensions of an international information systems infrastructure that should be the basic framework of a global digital firm.
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Figure 15-2 International Information Systems Architecture

Walmart learned the hard way that it couldn’t just walk into a foreign country and build a store mirroring those in the United States. Sales were very low and the products just weren’t moving in many of its foreign stores. It wasn’t until Walmart analyzed store designs and layouts, quizzed potential customers, and focused on foreign operations without using domestic stores as a model, that the company realized it was a much different world outside the United States. Walmart re-arranged stores, stocked more items from within the countries, met local customers’ needs, and dramatically increased sales.

So don’t start creating all those juiced-up information systems as soon as you decide to pursue the foreign marketplace. Before you tackle the technology, you must:

1. Understand the global environment, including which business driver is most prominent

2. Determine the negative factors that create management challenges

3. Consider a corporate strategy

4. Consider the appropriate organizational structure

5. Know how you will implement your strategy

6. Consider the technology platform

Notice that the last issue you’ll have to contend with is the technology. We said before that every information system implementation plan must be in harmony with the basic business plan. In fact, you must first develop the overall business strategy for entering the global arena. Then and only then can you begin to think about how the information system will be synchronized with the basic strategy.

The Global Environment: Business Drivers and Challenges

Table 15-1 gives you an idea of some of the global business drivers, factors influencing the direction of businesses, that organizations must consider in today’s environment.
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Perhaps the most important challenge facing corporations and companies wanting to open foreign markets is that of the global culture. We can more easily share cultures with other countries because of increased telecommunications and the Internet. However, when you are merging two entities, one domestic and one foreign, into one business, the culture of that merged organization is an important influence on how well the company does. 
We’d like to destroy the myth of domestic being defined as a U.S.-based company and the foreign company being from, well, from a foreign country. Toyota Motor Corporation has its domestic headquarters in Toyota City, Japan with manufacturing operations in 27 foreign countries and regions, including the United States. Ask yourself this question: Who says all corporate offices must be located in the continental Unites States?
Countries that we traditionally have thought of as third world, or underdeveloped, are emerging as forces to be reckoned with. China, India, Mexico, and others play as big a part in the global economy and its effect on worldwide trade as our own country. 
Advanced telecommunications systems now allow companies to work around the clock and around the world. Companies may choose to locate parts of their corporate offices in other countries because they fit better with the corporation’s overall global strategy in that location. Many companies are finding it more beneficial to locate manufacturing within the region where it sells its products. If the company experiences problems within a particular region, like floods or political strife, it can easily shift operations to another region. 
Business Challenges

You know that doing business in foreign countries is not all that easy. There is tremendous risk associated with global businesses. Russia is a prime example of how difficult it can be for businesses to establish themselves in foreign markets amid political turbulence and disorder. Just when your company thinks all is well with its foreign establishment, a terrorist attack can put a crimp in the best laid plans. 

It’s not always that desperate, but companies should make a point of adapting to foreign cultures, just as Walmart had to. For instance, in many countries afternoon siestas are the norm. Other countries have religious and historical laws that prevent women from working or accepting jobs that place them in the position of supervising men. The point is that not every country thinks, works, acts, and plays like Americans (see particularism). 
A startling example of how domestic and foreign cultures and laws collide is the case of individual information and privacy. In many European countries, companies and governmental organizations are not allowed to collect certain pieces of information about individuals without the person’s prior consent. The individual must be notified first before the information can be collected and before the information can be given to another entity. If a business does collect the information, there are very strict laws about how it must be stored and who can access it. 
Contrast that with the American business practice of collecting individual information without the person’s knowledge and then selling that data to whoever pays for it. Corporations and companies must reconcile these differences in order to allow transborder data flow between merged information systems.
Globalism presents challenges and opportunities in areas of accounting systems, language, and currency usage. Some companies are deciding to adopt foreign systems rather than continuing to use American accounting systems. 
“In a regulatory sea change that could cost billions of dollars, thousands of U.S. companies—plus foreign corporations that do business here—will adopt global financial reporting rules within five years if regulators have their way. Whether U.S. companies like it or not, the new era of global accounting appears unstoppable, and businesses that ignore the International Financial Reporting Standards (IFRS) will fall behind. 

SEC Chairman Christopher Cox has called the move ‘a revolutionary development’ that will streamline global reporting standards and create ‘a true lingua franca’ for accounting. Business leaders such as the U.S. Chamber of Commerce say it would help the USA compete in the world economy, leading to more cross-border commerce. 

In an interview, Sir David Tweedie, chairman of the International Accounting Standards Board in London, says the growth of the global economy means ‘we must eventually end up with a common system of regulation, auditing and accounting.’
Executives at Lenovo, the China-based technology giant that bought IBM’s personal computer business in 2005, are big believers in IFRS.

Dennis Culin, Lenovo’s director of business transformation, says there was healthy debate and ‘fear of the unknown’ among some U.S.-based employees who favored U.S. accounting. But in the end, adopting IFRS was a no-brainer for a corporation doing business in 160 countries.

Now, Culin says, Lenovo is weaning itself from IBM’s old ‘legacy’ U.S. accounting system. So far, Lenovo has converted its operations in Asia and Canada to IFRS, and it’s working now on Europe, then Latin America. If the USA moves to global rules, Lenovo will adapt quickly.

‘We didn’t want to declare ourselves a U.S. company or a Chinese company—we wanted to be a world company,’ Culin says. ‘So this version of accounting fits us.’ ” (UsaToday.com, U.S. considers costly switch to international accounting rules, Iwata, Edward, Jan 6, 2009)
State of the Art

If you thought building an information system for an organization doing business only in the United States was tough, think about some of the factors we’ve just discussed and then imagine how you would build a system that takes disparate practices into account. Then think about how difficult it is to mesh a system built on 1990s technology with one that was built in the 1980s and one built in 2005.

So why do companies even attempt to build themselves into global merchants? Because the potential payoff is enormous!

Bottom Line: Global businesses must devote their time and attention to under​standing the cultural factors of countries in which they want to do business. Not only must they merge their business units, they must also merge their people into a cohesive team. They must understand and deal with many different external factors in both domestic and foreign environments.

15.2 Organizing International Information Systems

First you have to decide what you’re going to do—you have to choose a strategy. Then you have to organize your business around this strategy. The last step is to build the system that will incorporate the first two.

Global Strategies and Business Organization

Table 15-3 shows four main global strategies that can form the basis for a global organizational structure. 
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Domestic exporter: Most operations are located in the domestic country and the company exports products to foreign companies. A company located in India that imports rugs to the United States would fit this category. All corporate offices are in India, and products are sent to distributors in the United States.
Multinational: Part of the company is located in the domestic country and other parts are located in foreign countries. Japanese automobile manufacturers might be in this category. Years ago we complained loudly in the United States about cheaper Japanese-made cars flooding our markets and demanded that they produce vehicles in our country if they wanted to sell them in our country. So they left their corporate operations in Japan, built some factories in America, and satisfied our concerns.

Franchiser: Some operations are located in the domestic homeland while extended activities associated with the product are conducted in foreign countries. Starbucks Coffee Company is a primary example of this type of global business. Its corporate headquarters are located in Seattle, Washington. Recipes for products are developed in Seattle. Some coffee beans are roasted in Seattle and then shipped to coffee shops in England. These operations are franchised to keep quality controls in place, and the final product is made in the local area. 
Transnational: One globe, one company. Going back to our earlier example of Toyota, the company’s headquarters may be in Japan but its operations are spread throughout the world. That’s not just its manufacturing operations. Design facilities and research and development centers are located throughout the world. Because of advanced telecommunications, networks, and global information systems, transnational corporations can decentralize and disperse, or they can centralize and globally coordinate, whichever scenario best meets their needs.
Global Systems to Fit the Strategy

Once you’ve decided which global business strategy to follow, it’s time to decide how your information system will support it. 
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Figure 15-3: Global Strategy and Systems Configurations
This figure gives you an idea of the type of information system that will best support the different business strategies. To summarize the text definition of each type of system:

· Centralized: Everything is located at the domestic home base.

· Duplicated: Development occurs at the home base; operations are located at foreign branches. 

· Decentralized: Each business unit, regardless of location, has its own system.

· Networked: All business units participate in development and operations.

Reorganizing the Business

You have to decide what your overall business goals are and what makes sense for your organization, fit the information system structure to your needs, and never lose sight of new opportunities.

1. 
Organize value-adding activities along lines of comparative advantage. Starbucks has to decide where to locate the marketing function to maximize its potential. Perhaps it can centralize this function in Seattle so the theme of the current marketing campaign is the same in every coffee shop. It is very picky about maintaining quality control over the coffee bean roasting processes. Is this process better left in Seattle, or should it be moved to England to maintain freshness and high quality?

2. Develop and operate systems units at each level of corporate activity—national, regional, and international. Walmart would probably maintain small information systems in each foreign country to support its local operations. A regional information system would support entire geographic areas such as Southern Europe. Each of these regions would be connected to the main system in the United States that supports activities on a global scale. 
3. Establish a world headquarters, a global chief information officer (CIO) position. General Motors has one person who is responsible for an information system that spans the globe. While smaller units spread throughout the world actually carry out the operations, the CIO ensures total integration of all the local, regional, and global systems.

Bottom Line: There are four main global strategies that businesses can use to organize their global efforts: domestic exporter, multinational, franchiser, and transnational. Determining the global strategy will help a business determine its information system structure: centralized, duplicated, decentralized, or networked.

15.3 Managing Global Systems

Take all the problems and challenges you can think of when developing a single information system for a domestic operation (see the table) and then multiply it by tens or hundreds. Now you understand the problem of developing a system to support a global business operation. 
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A Typical Scenario: Disorganization on a Global Scale

The text gives a wonderful scenario of challenges facing corporations wanting to develop information systems to support global operations. Bring it a bit closer to home: You’re part of a team of 12 students with an assignment due by the end of the month. You have to develop a Web page to support three different presentations given in three different sections of the same class. Each of you will receive an individual grade in addition to a team rating. You’ve been given minimal resources with which to complete the assignment. 
All 12 team members approach the project from different perspectives, different values, different needs, and different goals. Some like to start early and do a thorough job; others never start any assignment until the day it’s due. Some team members have Apple computers, some have PCs; some have the most current software, others rely on programs created five years ago which are incompatible with today’s software. All of you are very busy with jobs, other classes, and other interests; you find it nearly impossible to meet in order to coordinate project tasks. 
Now you can begin to understand the difficulty for managers when they are organizing or reorganizing global commerce.

Global Systems Strategy

The figure below shows the connection between the core business processes and the core systems. Only a few business processes use global core systems. Others are divided among regional and local systems.
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Figure 15-4: Local, Regional, and Global Systems
Define the Core Business Processes

Decide how your business processes are divided among global, regional, and local units. Make sure you keep cultural and political biases out of the way when you’re deciding which location is better. Carefully analyze each task and all available resources to support the process in each location. Decide which location best supports each process. You may be surprised to learn that it’s cheaper and more efficient to store manufactured goods separately from where they are produced. Last, you should rank-order the processes and decide which will be managed centrally and which will be distributed to the regional and local level. 
Identify the Core Systems to Coordinate Centrally

Once you’ve identified and analyzed each business process, you decide which systems will be centralized and which to keep decentralized. Obviously, the systems should match the business processes. Some decisions will be based on political influences, and some decisions will be made to appease various groups within the organization. Some decisions will seem totally rational, while others may seem irrational. 
While determining how and where to establish your core processes is the first step, part of the analysis must include the implications of building an information system to support them. For instance, if you decide to create a transnational unit to handle customer technical support, how will your information system support the data storage associated with customer information? What laws will affect your decision? How will you handle the political and cultural influences that determine access and distribution of the personal information associated with your customers? Although it may make sense to create this unit on a transnational basis, you might decide that an information system to support it is not feasible. 
Choose an Approach: Incremental, Grand Design, Evolutionary

Don’t bite off more than you can chew. If you try to fulfill your development and implementation plan all at once, combining every task into one huge project, you’re setting yourself up for failure. It may indeed by cheaper to do it that way, but you have lots of considerations other than cost. There are political, cultural, and historical biases to overcome. Remember, change is extremely difficult for people to accept. You have to convince everyone, especially the executive branch, that your plan is possible and best for the company. 
Many companies choose to take an evolutionary approach to merging disparate information systems. That is, they pick the most critical areas, such as finance, to merge first. Then they move on to perhaps sales and marketing. Corporate strategic planning may be next, and last might be human resources systems. The point is, you can’t do it all at once.

This isn’t the piecemeal approach to which the text refers. The piecemeal approach discussed in the text would be to move accounts receivable to the global system, then a year later move the accounts payable. Another example of an ill-advised piecemeal approach would be to leave the daily production planning processes on the old systems while transferring the production supply purchasing processes to a new system without proper coordination between the two.
Make the Benefits Clear

You have to convince the organization’s managers that the impending changes will benefit them in the long run. Get them behind your effort and use them to help you develop and establish system changes. They need to understand how they can enhance their own operations through the new system. 
Global systems can help an organization improve its vertical and horizontal operations. If a political conflict interrupts sugar supplies, a global system can shift the flow of that vital supply to another region. As global operations continue to expand, corporations are realizing the benefits of having multiple geographic locations from which they can operate virtually uninterrupted.

Should a region or operating unit experience a disruption in sales, the economic burden of declining profits can be spread to other units of a global company. The economies of scale that corporations realize through global operations are tremendous. No longer does a company have to build individual production units in every country in which it wants to sell its products. 
The Management Solution: Implementation
Management’s biggest task is to manage the changes that must take place in a global company. As we mentioned earlier, the changes are more difficult and complex because of the added characteristics of politics, culture, and language. Here are some guidelines:

· Agree on common user requirements: Keep the list of core business processes short and simple. It’s easier to implement the changes that way. Don’t lose sight of the common goal of integration.

· Introduce changes in business procedures: Your legitimacy is enhanced by how well people accept your authority as a change agent. If you establish yourself as knowledgeable, competent, willing to accept input from others, and if your vision of the end result is sound, you’re more likely to succeed. Give other people some ownership of the change process, and they’ll be more than happy to help you and the company succeed.

· Coordinate applications development: Communicate, communicate, communicate. Tell people what’s going on; don’t surprise them about anything. Change is difficult enough without people feeling like they’re getting blindsided. This is one area in which an intranet may prove to be an invaluable tool to help you get the word out.

· Coordinate software releases: Try to get everyone working from the same sheet of music at the same time.

· Encourage local users to support global systems: Participants will want to do it their way because that’s what they are most comfortable with. Your task is to convince them that they may need to adapt to a new way of doing business for the overall good of the company. 
Get the opposition on your side as quickly as possible. Cooptation is the process of getting the naysayers to help you determine the solution to the problem without you giving up total control of the change process. Persuading them to help you is far better than beating them into submission. 
Interactive Session: Organizations: Hasbro Develops a Global Systems Strategy (see page 577 of the text) discusses how one of the world’s leading toy and game makers implemented an enterprise resource planning software throughout the company’s global manufacturing plants and offices and created a standardized approach to business processes.

Bottom Line: Analyze each workflow process and decide which business unit can best carry it out. Go with the best of the best. Match the structure of your information system to that of your core business processes. Make the benefits clear to all levels of the organization. Use cooptation to encourage ownership of the system. Manage the changes in the information systems as intensely as you manage anything else.

15.4 Technology Issues and Opportunities for Global Value Chains

Advances in technology and the desire to seize new business opportunities presented by the advances are what induce organizations to undertake the changes we’ve been discussing. However, the same things that drive the desire can create the headaches.

Hardware, software, and telecommunications are special problems in a global setting: You need to synchronize, harmonize, and integrate.

Computing Platforms and Systems Integration
Most global companies are a result of merging several units into one cohesive success story. When the merger takes place, you can’t just buy all new hardware and software. It’s too expensive for one thing, and it probably won’t make sense. You have to figure out how you’re going to get all the different types of hardware to work together in one seamless system. You have to get one type of software “talking” to another type of software. 
You’ve already figured out your core business processes. Now you should figure out which types of software, some of which may already be present in the various units of the merged organization, is the best to use for each process. If you’re currently using proprietary software and choose to keep it, you will probably need a bridge, or middleware software, in order for it to work across all your business units and regions. 
Each region of the business is used to working according to its standards. For instance, the German unit has been storing data according to its standards and definitions. The Asian units have been using different standards and definitions to accomplish the same task. The idea is to conform the data to one standard across all units so that they can be shared efficiently and effectively. 

Each unit is going to have to adapt in order for that to work. That’s where the central office comes into the picture. It will have to determine the end goal of the business and the final information requirements needed, take the best of the best, adapt the rest, and solidify all the units into a cohesive whole. 
Connectivity

Most Americans don’t think twice about the reliability of our telecommunications systems. When you pick up the phone in Peoria you expect it to work and work well. When you log onto your Internet Service Provider in Cincinnati, you expect instantaneous connections at relatively high speeds. When you travel from state to state, you know that the telephone system will work the same in Texas as it does in Pennsylvania. And you expect reasonably low rates for telephone service, television, and Internet service. Not so in foreign countries. 
Table 15-5 shows some of the problems you’ll have to contend with when working in other countries.
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When you’re trying to establish global communication networks, you must work through the maze of various laws, high-to-low levels of service reliability, different rate charges and currency exchanges, and different companies and governments controlling the telecommunication systems. 
While the public Internet may not always be reliable and secure, the technologies upon which the Internet is built provide ways for corporations to build the networks they need. Intranets, extranets, and virtual private networks are a few alternatives to using the wide-open Internet.

Many foreign countries are leap-frogging some of their past connectivity problems with brand-new technology such as Web-enabled cell phones. Instead of building expensive old-fashioned telecommunication systems with traditional phone lines, people are using wireless communication devices based on satellite and microwave technologies to communicate with each other. You may think of the United States as the “most wired” country in the world. You would be wrong! Finland has far greater penetration in this area per capita than any other country in the world, but it’s based on wireless technology not traditional telephone lines. And Japan has a greater saturation of Web-enabled cell phones and associated applications than America.

Software Localization
We mentioned before that different foreign units probably have divergent standards for their information systems. Trying to merge different databases from several domestic units is tough enough. Trying to merge databases from different countries can be quite troublesome because of the added layer of politics, traditions, and languages. 
Even though the English language is widely accepted in foreign business circles, and it seems reasonable to build software programs based on that language, that decision will create its own problems. Foreign business units may resent having to use applications written in a different language—what’s wrong with Spanish, they may say? While most of the upper management levels of the foreign business units may understand English and can use it, will the data workers know the language, or will they have to learn it at the same time they are learning a new information system? You may have to adopt software localization policies to convert your applications to a second language. 
Traditionally, companies have merged their transaction processing systems into one or a few worldwide applications. Now they are looking to do the same with collaborative workgroup software, and well they should. We mentioned at the beginning of this course that many companies are “time-shifting” their projects around the world. A person in New York City may work on a new advertising campaign all day Tuesday. When she’s done for the day, she may electronically send the project to a collaborator in New Delhi, India. He will work on it for several hours and forward it on to the third team member located in Munich, Germany. All of them need to be able to communicate using collaborative software in a common language.
Interactive Session: Management: CombineNet ASAP Helps Primark Manage Its Global Supply Chain (see page 583 of the text) discusses how the second largest clothing retailer in the United Kingdom implemented a new Web-based supply chain execution system that optimized all of its supply chain processes. Shipping costs were greatly reduced while supplies were improved to all of its retail stores. 

Bottom Line: Differences in hardware, software, and telecommunications throughout the organization and the countries in which you’re doing business pose tremendous challenges in integrating disparate business units into a cohesive global whole.  

Discussion Questions

1. Discuss the cultural factors organizations must understand in order to do business on a global scale. 
2. Discuss the differences in the four global strategies organizations can use to organize their global business. What information system strategies work best for each business strategy?
3. What are the benefits of cooptation when managers are building new information systems to support global businesses?

4. What are some of connectivity problems global businesses must understand and how can the Internet help companies resolve these problems? 

Answers to Discussion Questions

1. Answers should reference religious laws and civil legal systems, collection of individual information (transborder data flow), privacy issues, work habits, and particularism.

2. Answers should reference the four global strategies: domestic exporters, multinational companies, franchisers, and transnational corporations. Figure 15-3 depicts an appropriate system configuration for each business strategy. 
3. Cooptation is the art of working with the opposition to convince them to be part of the solution in designing and implementing the new system. Raw power should be avoided as much as possible. Local units should help develop a short list of transnational systems while agreeing that these systems are truly required. One alternative is to let each regional unit develop an application in its home territory and then implement it throughout the rest of the company. A second alternative is to develop transnational centers of excellence that perform the initial identification and specification of business processes, define the information requirements, perform the business and systems analysis, and accomplish all the design and testing. Implementation and testing are performed in regional locations.  
4. Table 15-5 lists the connectivity problems global companies face: quality of service, security, costs and tariffs, poor quality of international services, and regulatory constraints, among others. The Internet and Internet technologies offer a standard platform with standard interfaces. Intranets, extranets, and virtual private networks give companies a way to bypass unsecured public Internet transmissions. Some of the problems will eventually be resolved when Internet connectivity becomes more widely available and reliable in emerging regions of the world. In the meantime, increased use of wireless technologies, especially cell phones, are providing a work-around. 
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