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Abstract

This paper is an attempt to distill the experiences of a small
number of recent case studies of Indian companies in the process
of internationalizing their operations. The strategies employed
by these organizations in international business are analyzed
using a conceptual framework. The problems faced by these organi-
zations are also analyzed using this framework, and some alterna-
tives are suggested. The study also finds that the all-important
decision - whether to separate out the international business
side from the domestic side, has implications, sometimes unex-
pected, for both sides of the business. Special treatment is
accorded to the issue of upgrading quality to international
standards. Finally, the paper offers some reflections on the role
of MNCs in internationalizing Indian business and suggests that
public policy formulation should consider the strategic postures
adopted by the parent company.



Introduction

This paper is an attempt to draw inferences from a small number
of case studles of internationalization efforts by Indian compa-
nies and industries.

It 1s hardly necessary to stress the importance of international-
ization to Indian companies today. With walls coming down all
over the world- Berlin and tariffs alike - Indian companies must
learn to straddle the globe if they are to survive at all.

This study represents a small step in the direction of; trying to
understand the strategic framewcrk in which some lndlan companles
have attempted to go beyond the domestic market, some problems
resulting naturally from the strategies adopted, and some speclif-
ic organizational issues peculiar to the globalization effort.

To start with, we deflrie 'internationallization’ to mean any
business abroad, be it exports, production, prepjects abroad, or
whatever. Although the dictionary might concsider importing tech-
nology or goods from abrocad to be part of ’iInternationalization’,
such activities are not considered here - for they do not extend
the reach of Indian businesses beyond our shores. In any case,
such 'internationalization' activities are sufficiently well
known to Indian businesses!

1. Overview “
Section 1l provides a general description of the cases studied.
In section Ill, we discuss the reascons why these organizations
chose to internationalize their business. The strategies they
employed in this endeavor are described In gection IV. In section
V, a conceptual framework is presented in which thelyr strategiles
can be analyzed. Section VI continues the review of their actual
strategic positioning by describing the organizational strengths
they had to build up to sustain their chosen strategies.

In section VI], we analyze the problems faced by these organiza-

tions, their response to these problems is noted in section VIII.
Section IX offers some alternative strategies for these organiza-
tions.

Section X takes up the issue of whether the domestic and interna-
tional sides of the business should be separated from each other.
Section X! addresses the important gquestion of quality manage-
ment. Finally, section X1l ralses some l1ssues concerning the role
aof MNC=, In the light of the observations in this study.



Companies studied may be described as. follows:

A

Il. Description of Case Studies

1

A pharmaceutical company engaged in the manufacture of a fluid
to be intravenously injected into the bodies of patients. The

"product 1s a lifesaving fluid and sterility is of the utmost

importance. The composition of the fluid involves no special
technology or processes, and has not changed for a long time.
The company has turnover between Rs. 10 and 20 crores a year,
and is growing extremely rapidly.

A public company, it is managed and controlled by a small
number of people from the same family, all of whom are highly-
trained professional managers.

A sister company is in more conventional pharmaceutical
products, some of which are also life-saving.

The company exports more than 50% of its turnover.

A textile company, part of a large group of companies. The
company is a leader in the cotton fabrics industry In India
and has operated almost since the beginning of the 1industry

in India. Turnover is several hundred crores a year,,of which
almost a hundred crore Rs. comes from overseas.

The company is publicly held and is professionally ﬁanaged,
led by a member of the family which started the business,

Sister companies are mainly in the chemicals industry.

A 3joint venture in a South-Asian country between a large
Indian group and a local partner. This company manufactures
dyestuffs for cotton fabrics, which 1t markets in the country
of manufacture as well as in other parts of South Asia.

Turnover 1s difficult to estimate, but the jocint venture iz =8
leader in its industry.

The company is jointly managed by the partners, with an Indian
top-level executive posted on-site on a more or less permanent
basis.

The Indian group to which the company belongs is in a wide
variety of industries, including the manufacture of dyestuffs,
in which it is also a leader in India.

A large multinational company with almost historic ties to
India. In India, the company manufactures and seills consumer
goods. The Indian operation is owned 51% by a foreign-based
MNC, whlich is {tself in a wide range of industries, although
more or less restricted to consumer goods.



The turnover aof the parent company is enarmous - of the order
of several hundred billion dollars a year. The Indlan company
is also very large, with turnover iIn the Rs. 1,000 crare
range, of which about 15% comes from international business.

The company is professionally managed.

A somewhat smaller multinational company. In India, the compa-
ny manufactures over-the-counter consumer goods. The Indian
operatiaon 1s 40% owned by the foreign parent. The foreign
parent is also in the over-the-counter consumer goods:busi-
ness, and is a worid leader in the field.

The turnover of the parent company is huge - it is one of the
Jargest corporations in the world. The Indian company is
relatively small, with turnover in the Rs. 100 crore range, of
which between 10 to 15 % comes from international business.

The company is professionally managed.

This i{s an industry - the computer software business, listed
as a ’priority’ export sector. The industry 15 made up aof a
large number of players, of which perhaps 5 or 6 are major
players, with about 10 to 15 niche players of scme importance.

Internationally-generated turnover of this industry is about
Rs. 250 crores. “

111. Pressures to Internationalize

This section discusses the original motivation as well as the

ongoing pressures to internationalize in each case. we shall see
that they are as diverse as the companies themselves.

A:

From the beginning, the entrepreneurs who had founded this
company had nursed dreams of grasping the globe - their heroces
were the Sonys and Matshushitas who had dreamed, thought,
planned and acted on a global scale from the very beginning.
1t seems probable that the choice of product to be made by
their company was determined in a subtle, perhaps even subcon-
scious way, by this global vision.

As the company grows, it continues to push overseas because it
has found it to be a profitable business, and because it needs
to expand continuously to reap the economies of scale it needs
to be profitable. Although the domestic market is far from
saturated, and the company's domestic market share is not yet
very high (it is less than 20%), the company seems to see the
foreign market as the easiest way to grow in size.



This company ventured overcseas atleacst partly to escape the
doldrums the textile industry in India had found itself in in
the seventies. While many in the textile business abandoned
the industry and switched to other products, this company’s
jeadership continued to see its core strengths, knowledge and
expertise as being in the textile business. Since the textile
business in India was not growing, the only possible growth
business was the overseas business.

The venture abroad was initially a defensive move to protect
market share in the country where it now operates - the compa-
ny had exported dyestuffs from India for a few years eariier,
but now saw major opportunities in South Asia, which-it decid-
ed could best be exploited from this particular South Asian
country. 1t i{s also probable that some members of the family
controlling the parent group saw a need to carve & niche for
themselves, and opportunities for growth in India were few,
because of a generally hostile public policy and public atti-
tude to large business houses. Thus, in some sense, the ven-
ture abrecad was the result of misguided government policies in

the past. There is an element of irony here, for the venture
is a successful one, and is much admired in Indian business
and government circles.

Here, the pressures to reach overseas came from the government
of India, which required the company toc export a certain
percentage of total turnover, in return for being allowed to
retain a 51% foreign shareholding.

It remaing to be seen what new motivations will be faund to
continue the internationa! thruet nocw that the Indlan govern-
rent has acdopted a2 mcore liberal attitude tc foreign eguity
holdings. There are atleast two potential motivators - for one
thing, the company can never be really sure how permanent the
change in the government’'s attitude 1s goling tou be. For anoth-
er, the International division iz highly profitakble overall,
and will be able to bargain for its share of recsources from
the caompany.

The motivations for internationai business here are somewhat
more subtle here, and more deeply rooted in the culture of the
global company and the psyches of its top managers.

Unlike D above, this company has a distinétly global stance -
for instance, very few products it sells in India are not sold

elsewhere as well - and there are ceveral organizatiaonal
differences which are dicscussed in greater detail in a fater
cecticn, The prime motivetico:n for going 2t:zz24 is cimply that

i
it gees it

itegelif as & giocosl company aiready, or as an integral
part of a tr

uly globatl cempany.

Since thie fe an industry, nct = firm, the motivation for
going abroad is a littie haragers ¢ decsecrlbe. Hewever, it come
gence, thi= Induvstry 1= rem=z:rkai iy hcmegeneovs, wWith moet



significant players in agreement on the need to international-
ize.

The industry appears to have grown in response to remarkably
high wage differentials between developed countries and India.
Since this is an industry dominated by professionals, the
*labor’ was always highly mobile, willing to go overseas on
their own {f the industry did not.

As the industry grew, the government of India, mainly through
the Department of Electronics, took an active role in encour-
aging its international efforts, with more or less mixed
success.

IV. Review of Strategies Adopted

The company purchased top-of-the-1line machiﬁery from the warid
leader in the fleld, based in a Western European country. It
set for itself gquaiity targets far more =tringent than the
prevaliling international standards. Expansion was pushed at
all costs, in an effort to stay ahead on the declining ceo=st
curve as economies of scale were reaped.

Marketing was primarily to government buyers abroad. The
product had some unique characteristics which aided in the
marketing efforts: quality was relatively easy to define -
number of contaminants was the key; the process of manufactur-
ing was universally acknowledged toc be the primary determinant
of purity, and here the product itself bore the marking of the
machines it was made on - the name of the world leader in this
line of machinery.

The company competed with giant MNCs from developed countries.
Pricing strategy was highly aggressive, designed to build
market share, sometimes bidding close to cost.

Despite its global focus, the company's manufacturing opera-
tions remained in India - partly because economies of scale
dictated a single plant, partly because the operations needed
to be under the constant supervision of its top managers, who
were very few in number.

The competitive strategy ot the company appears to be woven
from two strands: achieve demonstrably high levels of gquality,
and fight it out on even terms with global companies on a
global battlefield. The product itself is a key ingredient of
the strategy -~ with quality being the main hurdle the company
faced in international competition with MNCs, the peculiar
nature of the produc® makes i1ts quality transparent to the
customer.

n



B: This company began {its venture abroad cautiously, hiring the

services of an international marketing firm to help it fdenti-
fy and approach buyers. The company chose to focus on large
importers in developed countries.

The product chosen was grey fabric - patterns, colors, etc. to
be applied at a later stage. This was in distinct variance

" with its domestic operations, where patterns and colors were

important to its products.

Initial contact with the customer was mainly through trade
fairs, to be followed up by personal visits. s

Productlion for international business was not generzslly cepa-
rated from the domestic side of the business - a given plant
might, for instance, produce a higher proportion of its ocutput
for export than another , but there was no 100% EOU, for
instance. The people at the plant, both managerial and on the
shop-floor, were expected to deal with both demestic and
international business.

Competition was malnly with simlilar manufacturers in Asia.
Competitive advantages were seen to be of two kinds: country-
specific and company-specific. Country advantages were mainly
availability of good quality cotton and the avallability ot
textile-related skills and expertise. Company advantages
centered around the company’s long-developed reputation for
quality and the culture it had built around this reputation.

The company chose to focus on & product - & dyes intermediary,
whose technology has been =stable for a very long times Basic
inputs tc the product were sourced from India, further proc-
essing was done In the country where the JV was located, and
the product was sold directly to textile millg in the country
and in surrounding countries.

Competition was mainly with local companies - the superior
technology and expertise in this product, couplied with the
reputation of the Indian parent in the business, were the
primary competitive advantages exploited by the company.

In response to pressures from the Indian government to in-
crease exports, this company began by exporting its core
products to the Eastern Bloc countries, where the parent MNC
did not have a presence. Many of these exports were arranged
through the GOl machinery such as bilateral agreements and so
forth.

As the domestic business grew, and pressures to earn revenue
from overseas business became even more intense, the company
scrambled to find uwverseas business wherever it could.

Over time, it started five independent businesses, each bacsed
on 100X EOUs - one of these was in marine products, anocther in
garments, anid so on. Four of these internationally-oriented

e



busf{nesses were entirely new to the Indian company, though one
or two were related to businesses the parent MNC had had in
the past.

The basic driving consideration determining the choice of
these new businesses appears to have been a search for country
advantage - {.e., industries where India has a natural compet-
itive advantage - for example, the marine products industry
was selected because of the long coastline available for

fishing.

Another key strategic decision made in setting up these unlits
was to pursue seek technology as well as buyback guaranteee
from a forefgn party. In no case was the parent MNC Used in
any way to generate international business revenues or even
opportunities. '

Thia company saw itself as part of a global company. Thus, it
made no attempt to set up entirely new internationally-
oriented business units - nor did it exploit the opportunities
provided by 100%¥ EOUs. :

The chief vehicle of intermational business was sourcing to
the global parent - i.e., to its sister companies around the
globe. Because of the determinedly global stance of the compa-
ny as a whole, the Indian company was able to bid for the
right to supply products to other countries when it was able
to produce it cheaper, subject to the strict internationsal
standards of the company. Conforming to international stand-
ards was not much of a problem for this company in any case,
because it conformed to them in its domestic business anyway.
Despite the fact that this is an industry and not a campany,
it is possible to describe a strategy because the core strate-
gies of most players, even the big ones, were remarkably
similar.

The business was built on the fact that India has the world’s
largest pool of trained, English-speaking computer pruiession-
als, at a time when the software industry in developed coun-
tries was suffering from a severe shortage of manpower.

Many companies began by literally selling people - appropri-
ately termed 'body-shopping’. As they began to establish some
credibility, more and more work was being done in India itself
- specifically 'back-office' type work where turnaround times
were not critical, and data-entry type work which was highly
labor-intensive.

V. A Strategic Framework

The strategies adopted by these set of companies can be analyzed



in terms of a general framework.

A company is postulated to formulate its strategic response by
identifying the fundamental challenges in the given busliness
opportunity and using its strengths to meet the challenges. Where
it cannot meet the challenge head-on, it must elther sidestep the
challenge in some way or seek help from players in the environ-
ment who can help it meet the challenge.

Based on the case studies observed, the ﬁey challenges Indian
companies face in their internationalization efforts are:

1. Credlble Expertise : this is a function of ability to actu-
ally deliver what the customer really needs, and past track
record. This reduces to: can you really do it and why should
1 believe you?

II. Marketing: this is a function of ability to distribute
products, advertise them, establish brand image, and knowl-
edge of the market characteristics: key buyers, buying
processes, customer preferences, ete. )

[I!. Quality: whether the product can meet the quality standards

prevalent in the industry and demanded by customerc.
\

IV, Speed: whether the company can respond quickly enough to
changes in industry forces such as unexpected supply prob-
lems, fast-changing tastes, rapldly advancing technology,
etc. .

The strengths of Indilan companies can similarly be tlassified as
follows:

I. Strong, demanding domestic market, which demands and fosters
continual innovation in products and processes.

[I. Adapted technology - i.e., technology which is quite stable
but is well-suited to conditions in India and therefore in
many other similar countries as well. Usually, such technoi-
ogies have been adapted over time to Indian conditione by a
series of local innovations.

I111. Availability of inputs: that is, India happens toc he well-
endowed with the factors of production which are critical to
a given industry.

Strategic responses to these conditions are represented in Fig-
ures 1A, 1B and 1C. (This formulation draws conslderably on the
framework described in K. Balakrishnan (1)}.

Figure 1A describes the strateglic response cof cases A and F.

In the case of A, the basic challenge was quality - it was an-
swered by the hlighly innovative strategy of choosing a product
and manufacturing proicess whose quality is transparent to the

[



user - once the process is known, no further questlons af guality
arise. :

In the case of F, the fundamental challenge was credible exper-
tise - the basic strength was availability of inputs. The credi-
bility lssue arose primarily because the software business is
really a services business - the major determinant of succese in
large segments of the market is the intimate knowledge of the
customers’ business processes - which Indian companies lack,
partly because of the absence of world-class business enterprises
in India. The strategic response was to sidestep the issuve of
credibility by focusing on a relatively low-value-addition link
in the value chain and to focus on niches where labor 1s impcr-
tant.



Ftgure 1A: Strategies of cases A and F in strategic grid.
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Figure {B describea the atrateglies adopted by caszsez B and C.

B saw three major challenges - marketing, quality, and speed.

The marketing and speed challenges were essentially sidestepped,
whereas the quality issue was met head-on. the problem of market-
ing was resolved by resorting to a tie-up with a foreign market-
ing agency, atleast Initially. The problem of speed - namely,
quick response to changing fashion in teutiles, was avaided by
sticking to greys. The issue of quality was addressed by a two-
step process: quality was first defined in a manner understand-
able to all - number of defects per yard. A polnt-scoring system
was created, with the help of customers as well as the marketing
agency mentioned earlier, to keep score.

The second step was a sustained effort to upgrade qQuality
throughout the organization. Two features of thls effort stand
out: one was the innovative use of customers - buyers were en-
couraged to talk to the workforce directliy, to help everyone on
the shop floor understand why it was {important to eliminate a
certaln kind of defect, for instance. Another feature was an on-
going program to educate every single employee,. regardless of
rank or title, on the total business picture of the company.
Other more standard tools and techniques such as quality circles,
better cleaning methods, etc. were also adopted. These are dis-
cussed in greater detail Iin a later section.

Company D was faced with the basic challenge of marketing, cou-
pled with the basic strength of an adapted technolagy. The
strategic response was to establish a joint venture close to its
final markets.

-
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Figure iB: Strateglies of cases B and C In strategic grid
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Figure 1C describes the strategic responses of cases D and E.
In D's case, because it ventured far outside its core business,
ft faced the challenge titled 'credible expertise’. Marketing was

another challenge - it had no cistribution system or brand image
abroad it could directly tap. The strength D relled on was avall-
ability of inputs - a long coastline, for instance.

D's solution was to enter into technological collaborations
coupled with buyback arrangements, with all the production being
done in India. .

E did not face the problem of credibility, because it did nct
venture into products outside the core business of its MNC par-
ent. The problem of quality was not serious either, becpuse it
always did adhere to global quality standards. The major problem
then was marketing: primarily distribution. The solution was to
focus on sourcing - use the sister companies® distribution chan-
nels, producing in India to giobal standards.

Thus, we find that a smali number of challenges and strengths are
adequate to describe the strategic situations our sample of
Indian companies found themselves 1in. '

bt
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Figure 1C: Strategies of cases D and E in strategic grid
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VI. Organizational capabilities needed to sustain strategy

In this section, we review briefly the capabilities each organi-
zation had to develop to sustain the chosen strategy.

In the case of company A, the organization had to identify the
best possible sources for its equipment. At the same time, it had
to manage 1ts operations extremely tightly, since low overheads
was one key ingredient in its pricing strategy. The resultl was a
'tight ship’, tightly controlled from the top. A quality culture
had to be established as well - this was done by golng to what
might seem like ridiculous lengths to establish a clean, sterile
production environment (discussed in detail in a later section).

In the case of B, the caompany had to consciousiy create a climate
where employees learned from customers - customer visitg were
encouraged, employees at all levels were sent abroad to work with
the customer. Decentralization was of vital concern as well,
since employees were encouraged to see the total business picture
of the company and act accordingly. Customers dealt directly with
the shop-floor supervisors in many case, with no intervention
from headquarters.

Company C had to learn to deal with a foreign partner and to
manage an operation far out of sight. Its maln techrnligque was to
gsend top-level managers to run the joint venture on a permanent
basis - that is, to make a career out of the joint venture and
nothing else.

Company D had to learn to manage a large number of new businesses
simultaneousiy - it did this by creating separate divisisns for
each business. International business was separated from domestic
business (this is discuscsed in detail later). This again reguired
extensive decentraiization and devolution of powers to the divi-
sions. Negotiating internatiocnal deals became a major skill to be
developed. Country expertise was also important - an executive in
Japan selling fish, for instance, might well come across an :
opportunity for something else - a mechanism had to be instituted
for sharing this knowledge. This was done by creating the concept
of ’country specialist’ - not a new position, but a formal desig-
nation of certain managers who had come to know a country well
and so were charged with the responsibility of helping other
divisions get business in that country.

Company E had toc create a generation of global managers - it did
this in a number of ways. Information technology was upgraded to
the point where any manager in the Indian operation could commu-
nicate on a global network with any manager in the global company
almost instantaneously. Regional teams were created toc help
develop and mariet producte found to be successful in one coun-
try, in other countries in the region. Most important, a high
proportion of Indian managers were sent akbroad to work in the
giobal company - in many cases, they held important positions in
important markets of the world. Several managers from cutside
Indla were regularly brought in to work in India.



The company also had to increase the visibility of the Indian
campany In the global scheme of things - 1t did this by going out
of its ways to contribute to regional teams and by encouraging
cross-flow of people.

Industry F had to continually upgrade its technical skills in
order to be able to claim that it had the world's largest pool of
skilled labor - at the same time, it had to develop a system for
advertising its country advantage - it did this by creating =
relatively active and cohesive industry association, which worked
cliosely with the government to promote shows and demonstration
abroad where a large number of Indian companies could talk to
potential users of their services in a relatively efficient
fashion. v

ViI. Problems ahead

In this section, we attempt to look ahead to predict problems one
might reasonably expect to find in store for our companies. We
shall find that the problems we anticipate are closely linked, in
fact, flow naturally from, the strategies adopted in each case by
the company.

Company A, fighting a global battle on a global battlefield, must
continuously grow to keep lowering costs. As 1t grows larger and
more geographically spread out, it will find the most scarce
resource to be top-flight management talent. Unless it learns to
find such talent, to encourage greater initiative by these new
managers, and to encourage dissent from them, it will find 1tself
under great stress. : ~

Company B finds itself struggling toc move up the value chain.
Having concentrated on greys thus far, it has not yet learned how
to anticlpate and respond to customer tastes when it comes to
patterns and colors. This is an entirely new ballgame - the main
challenge wil!l be speed, which it is not geared for at present.

Company C faces the possibility of losing control of the venture
as it becomes more and more Independent. As time proceeds, the
technology, which is very stable, could well be mastered by the
venture 1t=self. Rellance on a locally adapted technoleogy means in
this case reliance on a technology which is feared to carry
environmental hazards - as environmental laws grow more stringent
in India, the locally-adapted technology may find 1itself being
banned altogether.

Company D faces the problem of developing critical mass in each
of the new businesses it has fostered. Synergy across the busi-
ness lines {s minimal, since the dominant theme is country advan-
tage. Again, competition from Indian imitators is also to be
feared, since the country advantages can be exploited equally
well! by anyone. Finally, the rellance on separate 100% EOUs hacs
created a peculiar problem - it is hard to find and motivate good
managers to stick to international business, since the business



volumes are necessarily smaeller than on the domestiec z2ide, &nd a
typtcal manager would certainly prefer to head a large business
rather than a small one.

Company E, relying on sourcing, will find that there are very few
products which are really cheaper to produce in India - which
will mean margins on such business will shrink over time as
volume pushes ahead.

Industry F faces the prospect of being relegated to the back-
waters of the industry - and the prospect of a major innovation
which sharply cuts the labor component of software development is
a very real one. If such a technical change were to come about,
the software industry would be no better off than manufacturing
industries trying to compete on the basis of cheap labor.

VIll. Observed responses to probleas

Company A, in attempting to grow, has begun an'attempt to inter-
nationalize some of its sister companies’ products - a newly
created international division will attempt to bring some synergy
to these efforts.

Company B has begun making relatively standard patterns and
prints at the same facilities where greys were belng made. The
same network of buyers is being marketed to.

Company C’s plans are not known to the author at this time.

Company D has asctively searched for large chunks of business,
sometimes at enormous cccet, requiring approval by the parent MNC,
This is in an attempt to generate critical mass.

Company E has begun to think about getting into products outside
its current range - including products not in the global
company'’s portfolio at all.

Industry F has begun a major effort to bid on complete projects,
such as management of ports and rallways, in an attempt to demon-
strate its overall capabilities in some selected segments. It has

also targeted certain product segments such as graphics and

. geographic information systems, which require considerable tech-
nical expertise, something India can boast of with thousands of
englneers and scientists. .

I1X. Some alternative strategies

The strategic framework in which we have analyzed the strategles
ot companies in the csample may perhaps be used toc generate some
ideas for alternative strategies.



One feature noticeably abeent from most strategies reviewed here
1a a consclous attempt to overcome some of the challenges rather
than simply sidestep them. A truly dynamic approach would be to
devise a strategy which bulilds new strengths or deals with anoth-
er challenge in a new way (Figure 2),.

N
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Figure 2: Dynamic Strategies
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For instance, company A could leverage the quality image it has
achieved over the years to market other products bought by the
same set of buyers it now deals with - these need not even be
pharmaceutical products - they could be any products bought by
the heads of large hospitals or government health organizatlions.
This would shift the quality image from the process used in one
product to the company itself.

Company B could respond to the problem of speed by moving produc-
tion overseas, closer to the market. A joeint venture abroad,
depending upon technology from India, could well help solve the
marketing problems as well, as company C has shown.

Company D cogld solve its marketing problems by using :its parent
more creatively. Its present strategy leaves marketing to {te
partner, which does nothing to help it overcome the problem in
the long run.

Company E could learn to overcome its challenge - marketing
abroad, by using its credibility with sister companies as a base
to penetrate their neighbouring countries where it does not come
in conflict with an established part of its gliobal parent.

Industry F could solve its credibility problem by entering into
truly strategic alliances with large systems houses which can
help Indian companies learn the realities of business abroad, in
return for help with their own manpower shortage.

X. Separate and Unequal?

One key issue any company muct deal wiih sooner or later 1le
whether to separate the international business organizaticn from
the domestic business set up.

The companles we have studied have come up with different answers
to this basic question, with some interesting consequences for
thelr business.

Companies A, B, and E have chosen to keep the domestic and inter-
national sides together, although company A 1ls now experimenting
with a separate organization for international marketing. Company
C, being a joint venture, is necessarily separate from its par-
ent. Company D and industry F have chosen to separate their
domestic and international organizations from each other.

Company B has found that it has succeeded in raising the quality
consciousness of its entire workforce as well as in upgrading Lhe
technology of its production to the point where it is finding it
difficult to compete in segments of the domestic marketplace
where quality is not valued. 1t has begun to search for market
segments where the customer is as demancing as the international
customer - exporters of garments, for instance, or certain niche
markets such as military applications, where gquality cani.ut be



sacrificed at any cost. .
Company E, having taken on a very large domestic challenge, s
finding it difficult to devote managerial resources to {ts inter-
national side.

Company D, having taken the other fork in the road, find them-
selves wondering how to motivate managers to work for the inter-
national side. For one thing, experience in International markets
is not necessarily valued in domestic business - the businecs
dynamics are entirely different In the domestic and the interna-
tional arenas. For instance, locally, the company has a strong
digtribution network - internationally, it has almost none at
all. Again, since the domestic side i{s much larger than the
international side, it iIs finding it difflicult to devise compen-
sation and incentive pacliages which would induce & good performer
on the domestic side to move to the international side, or to
prevent a good performer on the international arena from moving
to the domestic side. The gquality consciousness and work ethic it
has created in its Internaticnal busliness does not benefit the
domestic slde at all, either, since the two organizations, down
to production facilities, are completely different. Needlezs to
say, glven the size of the domestic company and the strategy
chosen, this was probably the only route available to 1t.

Industry F has similariy kept the domestic and international
sides separate, by and large. One consequence ic that & large
disparity has emerged between compensation packages of people in
the two business sides - in order to ensure that valuable people
stay with the company and do not simply migrate abroad, peocple
engaged in international business must necessarily be &ffered =
compensation package comparable in some sense with those obtain-
ing abroad. Naturally, the domecstic side has suffered. With &
general shortage of good people willing to work on domestic
problems (why stay home when you could go abroad?), the industry
would not have been able to build up any solid expertise at home
even it had tried to, which means it would never have been able
to solve the credibility problem by its efforts at home.

Thus we find that those who separated out the two business
streams could move quickly to seize international business oppor-
tunities but could not upgrade the work processes on the domestic
gide. Those who chose to combine the two sides had a much greater
inertial mass to move, but they could reap the consegquences on
the domestic side as well.

XI. Global Quality

The issue of quality is important enough to justify some separate
treatment here, although reference has been made to it several
times elsewhere in this pzper.

Almost every company in the stucy has found it important to
achieve quality standards comparztile to those obtaining abroad.



To some companies, this has been the major hurdle, to cthers, 1t
has been a relatively minor one. Regardless of 1ts relative
importance (for which see section V), this section discusses how
they have managed quality.

In general, the problem of quality can be broken down into the
following components:

1. Specification: i.e., how to define and measure quality.

2. Achieving Standards: i.e., how to actuélly achieve the
required standards.

3. Communicating to the Customer: i.e., how to convince the
customer that guality standards have in fact been met.

In other words: how to measure it, how to do it, and how to prove
it.

1. Specifying Quality.

The first question the companies had to address was - what does
gquality really mean? In each case, it was clear that it was the
customer’s perception of quality which was all-important.
Secondly, it helps to have a product where quallty can be clearly
defined and can be seen to have been achieved.

Company A was able to define quality in terms of contaminants per
unit volume of fluid. This was possible because the properties of
the fluid itself were well-known and not subject to change,
atleast as long as the human body does not change.

Compeny B's product - grey fabric - was misc svch that definlt
was relatively easy. Since coiors, patterns, znd concsumner tast
were not relevant, the definition of quality came down to mean
count of defects per unit of fabric. In defining what a defect
was and what relative welghts were to be assigned to each defect,
the company was extremely meticulous - more importantly, it
relied exclusively on the customer's perception of this. While it
must have been tempted to use its hundreds of experience in the
textile business to come up with an internally genersted scoring
system for defects, 1t asked the marketing agency it had an
allied itself with to help come up with a scoring system based on
a survey of customers’ requirements. Further, it committed
itself to being willing to scrap even thils scoring system 1f &
particular customer preferred to impose its own system.
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Company D and E had a harder time defining quality. In E's case,
it bolled down to conforming to the product specifications set by
the global parent. In D’s czce, it was even hzrder, becsuse the
products were new to the company. In most cases, however, since
the customer also supplied the technology, setisfying the custom-
eér on quality meant satisfying him that his technoclogy was actu-
ally being employed the way it was suppocsed to be empioyed.



2. Achieving Quality.

Achieving quality was found to be a function of two broad sets of
measures: upgrading the process and upgrading the culture of the
organization. The two are so closely -interlinked that it i{s hard
to see where one begins and the other ends.

Company A set {tself a deliberate goal of exceeding international
standards by almost an order of magnitude in many {instances. To a
casual gogbserver, some of the measures employed would seem ridicu-
lous - for instance, the floors of the main process room in the
plant were washed with distilled water, although almost every
other company in the business uses regular water. The company
invested significant amounts of money iIn purchasing tilters whose
efficacy had yet to be proven. The whole idea was to create =a
climate where nothing was taken for granted and nothing was 'good
enough’.

In a similar vein, company E set itself the task of

upgrading packaging even on domestic products to be comparable
with products sold abroad, even though the market did not, appar-
ently, demand it.

Company B tracked down defects in fabric down to their root
causes - tracing them back in several iInstances to contaminations
occuring even as the cotton stood in the fields. 1t followed up
on a tip from a customer and sent a team to Egypt to study how
certain contaminants can be eliminated while the cotton is being
cleaned in the plant - what is more, similar measures were imme-
diately put Iin place in the Indian plants.

The quality culture was foctered In different wayes by different
companies. The most innovative approach was probably Company E’'s
- they used customers to educ:cte thelr employees. Talking direct-
ly to people on the shop-floor, buyers would repeatedly bring
home to everyone why certaln kinds of defects could not be toler-
ated., This form of direct communication helped to eliminate the
natural suspicion any quality drives instituted by management are
viewed with by employees. Secondly, company B decided toc run a
series of ongoing seminars and workshops to brief each and every
employee, without exception, on the complete business picture of
the company. This team-building exercise has been found toc be
extremely valuable.

Company E’s deliberate efforts to send its managers on job rzta-
tions abrosd were also viewed as part of & drive to upgrade
quality consciousness.

Company D sought to create a climate of guality by shielding the
international side from the contagion of the domestic business -
starting afresh, as it were, In fach International business
endeavor.



3. Communicating Quality.

This 1s probably by far the most difficult and frustrating step
of all. Only company E had it easy here, becauce of its global
posture from the very beginning.

As we have seen earlier, Company A neatly finessed the problem by
using a process and employing machinery which, by themselves,
went a long way to convincing the customer of the quality of the
product.

Company B’s approach was to focus on relatively more
sophisticated large buyers, who could come down to the .company’s
plants to inspect the processes and check the quality of the
product for themselves.

Industry F had to demonstirate quality by allowing professionals
to work initially under the supervision of the customer, on
customer site abroad, until the customers in general had suffi-
cient confidence in the quality of Indian professionals that they
would permit small chunks of work to be done in India.

XI11. An HMNC is an MNC 15 an MNC ..?

This gection poses some questions and offers some reflection on
the role of MNCs In internationalizing Indlan businesc.”

For & start, we see that different MNCs, even In similar indus-
triec, have entirely different buslness strategies and processecs.
Which king should Indlanse prefer and urnde: whati circumctances?
Now that the welcome mat has beer put sut for MRIe to come Inteo
Indla, what kind of MNC should we reserve a big welcome hug for
and what kind should get only a warm handshake?

fome multinationals in India are able to succeed in international
business purely because of theilr size and thelr management caps-
bilities, virtues which are not peculiar to MNCs at all, but are
shared by some large Indian businescs houses also. However, there
i{s certainly something to be said for a company which can put a
country advantage to good use!

Othere succeed by using their global parent as a customer. Howev-
er, this rules out products the global parent i1s not already in.

Very few appesr to be able to leverage the name and connections
of the global parent to succeed in markets or products cutceide
the parent’'s ambit., Perhapsz they hzve noct tried very seriousiy,
or perhaps there are institutional! barriers to doing this in a
large global company.

MNCs differ in thelr abllity to upgrzde the work processes and
culture in their Indian crganizaticons to international standards
- this 1s probably s function of how truty global the parent



company is.

Even in a given industry, we should be able to find MNCs of
different kinds. Depending upon what the country needs at any
given time, perhaps the government should study the business
strategy and organizational culture of different firms and make a
more deliberate and reasoned choice rather than simply welcome
them all or debar them all.



Notes

i1. Companies names are withheld for the time being pending offi-
cial approval from them.
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