







Praise for What Is Global Leadership?

“This wonderful book addresses the hottest talent issue facing global organizations … a serious shortage of leaders who can work across the world. You’ll have a deep grasp of the capabilities required to lead globally. Filled with concrete and insightful guidance, this is an invaluable resource.”

— Jay A. Conger, Author of Growing Your Company’s Leaders and The Practice of Leadership

“Well Done! What I like about this book is the emphasis on the importance of the ‘soft side’ of global leadership.”

—Fons Trompenaars, Managing Director of Trompenaars Hampden-Turner Consulting, is Co-Author of Riding the Waves of Culture and a world authority on cross-cultural management


“Understanding what a global leader is, and what they do, is becoming increasingly urgent. This book does a great job of answering these questions, combining hard science with organizational research and case studies. An excellent resource for anyone trying to select, develop, or work with global leaders in any way.”

—David Rock, CEO, NeuroLeadership Group

“Recent financial, economic, and political turbulence has reconfirmed the importance of leadership in distinguishing global winners from global losers. Extreme diversity of outcomes among otherwise powerful players—banks, companies, investors, and even countries—is hard to explain any other way. This volume provides an authoritative, engaging, and readable primer on global leadership to help explain the past and gain a sharper perspective on the future.”

—Ingo Walter, Vice Dean of Faculty and Seymour Milstein Professor of Finance, Corporate Governance, and Ethics, Stern School of Business, New York University

“Engaging stories, interesting research findings, and worthwhile practical recommendations make this a valuable contribution for both scholars and practitioners. This book provides a comprehensive, insightful look at global leadership.”

—Joyce Osland, Executive Director, Global Leadership Advancement Center and Lucas Endowed Professor of Global Leadership, College of Business, San Jose State University

“What Is Global Leadership? provides many, many fascinating vignettes and lessons learned from business leaders living and working in a cross-cultural milieu. Though the focus is business leadership, its insights and perspectives are equally valid to successful government, military, and non-profit leadership across cultural boundaries. What Is Global Leadership? is an essential read for anyone who leads cross-cultural teams or works in a cross-cultural environment.”

—Bob Schoultz, Director, Master of Science in Global Leadership, University of San Diego, Captain USN (retired) and former career Navy SEAL
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CHAPTER ONE
Why Global Leadership?

Acompelling set of underlying trends drives the current focus on global leadership. Many companies have gone through enormous changes in recent times in response to dynamic—bordering on cataclysmic—economic events. They have shaken up their operations and increased, reallocated, or curtailed investments to cope with unprecedented market fluctuation. These megatrends have created a new landscape for the world at large and have made a significant impact on the ways companies conduct their daily business.

As strategic plans are shaped for the coming years, the task of determining global strategic priorities and deploying limited resources has never been more crucial. The challenge for most companies, which tend to react relatively quickly to the changing global landscape, is in getting their employees to change as rapidly. Stale mental models dictate outmoded leadership behaviors. The ability to deal with “multiplexity”—complexity in multiple forms—requires frequent retooling of previous skill sets and a new or expanded repertoire of leadership behaviors. There is an intense need for leaders who have both the vision and the skills to function effectively in a world that is simultaneously boundaryless and replete with boundaries that mark significant differences across a broad spectrum of business and culture: customer needs, supply chain issues, employee motivation, competition, ethical standards, legal frameworks, standard business practices, religious and political influences, educational systems, and so on.

Three Megatrends

Amidst the dynamic global landscape, full of uncertainty as well as clearer trend lines, what are the key underlying currents that we need to track, and what are their practical implications for global leadership strategy? Futurists have their own predilections and temperaments, and they paint different scenarios as well as more general pictures of where our planet is headed, both gloomy and optimistic.1 Some focus on technological developments and their implications, others look at social trends, and still others analyze geopolitical forces. Futurism provides a unique license to speculate without immediate feedback on one’s predictions, which can only be assessed years down the road (in contrast to investment advisors who must compete each year with monkeys throwing darts).

An important piece of futurist advice is that the years ahead will most probably bring discontinuous events that cannot be accurately predicted based strictly upon extrapolations from the present, as with unanticipated and transformative events of recent years such as armed conflicts, terrorism, financial crises, piracy, epidemics, and environmental disasters precipitated by either natural or human causes. Mixed in with these discontinuous events, the crystal ball of futurist projections also holds more easily predictable trends that are either already well-established or which are readily visible and can be expected to spread. Another piece of futurist wisdom maintains that the future is already present at certain locations in our midst (imagine those first clumsy prototype automobiles trundling down dirt roads in the early 1900s) if we have the eyes to perceive it and the imagination to anticipate where it could take us.

Three highly predictable megatrends have been steadily impacting the global business environment for decades; such trends are likely to continue to exert an increasing influence over the future and are shaping an arena in which global leadership skills will be a prerequisite for organizational survival and growth. These three trends are (1) population growth in the developing world, (2) changes in the balance of the gross domestic product (GDP) between developed and emerging markets, and (3) rapid urbanization in Asia and Africa. While they may sound familiar, each trend holds implications with which few, if any, corporations have fully come to terms.2

MEGATREND #1: POPULATION GROWTH IN THE DEVELOPING WORLD

Our planet is currently in the midst of the greatest boom in human population it has ever seen. Demographers project that in the short span of one hundred years, from 1950 to 2050, the world’s population will have more than tripled from approximately 2.5 billion to over 9 billion. Such trend lines are slow to change, and even though population growth has moderated in some locations over the last decades, it is still probable that we will hit or exceed the 9 billion mark within our own lifetimes or those of our children.

What is less commonly recognized about this trend is that virtually one hundred percent of this population growth is occurring in the developing world. The number of people in the developed world was slightly under a billion in 1950, and the population of those same countries in 2050 will probably be little more than a billion. So almost the entire increase of six and a half billion people over this hundred-year span will be in countries that represented only one and a half billion people in 1950—a fourfold increase in the developing countries vis-à-vis the stagnant population size of the developed world (see Figure 1-1).3 This trend has tremendous implications for future markets, consumer demand, workforce demographics, talent availability and readiness, and much more. Consider for a moment the implications of the related fact that nine out of ten of the world’s children under the age of fifteen currently live in developing countries.4

As their markets and the people they lead continue to diverge from the demographic features that dominated the economy in the recent past, present and future leaders will be increasingly unable to cope using only the popular, culturally embedded ideals of leadership often seen on the domestic best-seller lists.

[image: images]

FIGURE 1-1 Projected Global Population Growth

MEGATREND #2: CHANGES IN THE BALANCE OF GDP

Companies accustomed to earning the bulk of their revenues in North America and Europe might argue that their biggest customers and business opportunities are still where they have always been in recent memory and therefore downplay the significance of developing countries’ population growth. However, along with the shifting locus of the world’s population has come a watershed change in the balance of global GDP. Estimates suggest that the combined GDP of the emerging economies has begun to exceed that of the developed world within the last few years, and that this trend will accelerate to the point where the size of the emerging economies will soon be as much as double that of developed economies (see Figure 1-2).5

These emerging economies are still in the process of adding another group of middle-class consumers, estimated variously at more than half a billion people, that will exceed the population of all of Europe. What makes this trend particularly hazardous to ignore is that patterns of both production and consumption in the emerging markets are no longer focused on basic commodities, but now include products and services usually regarded as “high tech.” Here are some examples:

[image: images]

FIGURE 1-2 Global GDP of Developed and Emerging Economies

[image: images] “SIA (Semiconductor Industry Association) expects … [that] developing countries will account for over half of world-wide PC sales and about two-thirds of mobile phone sales… . Demand for consumer electronic products in these new markets will continue to outpace growth in developed markets… .”6

[image: images] China has by far the largest number of Internet users. The country’s online population of about 360 million already exceeds the entire population of the United States.7

[image: images] The largest automotive market in the world is now China, not the U.S., as vehicle sales in China are projected to surpass those in the U.S. by more than two million on an annual basis.8

In a sense, this shift represents a return to the old normal. Looking back, China was the world’s largest economy for most of the last 2,000 years up until the last few centuries, and the Indian subcontinent had the world’s second-largest economy for at least several hundred years—hence, the relatively greater size of the emerging economies prior to the mid-1800s(see Figure 1-2).9

These developing economies don’t always want to act according to Western beliefs and values. Increasingly, they are asserting their own ideas of how the game should be played, notably at the inflection points between business, government, environmental resources, and social causes.

MEGATREND #3: RAPID URBANIZATION IN ASIA AND AFRICA

For the global economy, it makes a big difference where people live and what their occupations are. Rural populations that are engaged primarily in subsistence agriculture are less likely to purchase or provide goods and services delivered across geographic boundaries. When such people move to an urban center, however, their lifestyles tend to become far more enmeshed in the network of global commerce. For instance, they may go to work in factories that produce goods for customers on the other side of the world, and they gradually gain the purchasing power to buy clothes, foods, and consumer items produced elsewhere, while the natural resources of a local farming community are no longer immediately available to them.

North America and Europe already had a majority of their populations living in cities in 1950, and they have become progressively more urban since then, with well over seventy percent of their inhabitants now living in urban centers. In contrast, Asia and Africa were predominantly rural throughout the twentieth century, and are just now undergoing the transformation to a predominantly urban society that other parts of the world experienced many decades ago (see Figure 1-3 below).10 Given the accompanying rapid population increase, we are witnessing the burgeoning growth of cities in the world’s emerging markets of a size and scale never before seen on earth. Consumers in these new markets are already demanding different products and services, developed specifically for their needs and applications, and at price points unheard of in the past and recently regarded as unfeasible by most major corporations.

Implications for Strategy: The Need for a Global Mindset

Population growth, GDP shifts, and urbanization are driving an inexorable transformation in the blend of risks and opportunities faced by commercial enterprises worldwide. Global leadership is becoming an absolutely essential capability because such change can only be grasped and successfully met with a strategic global mindset. Companies will sooner or later need to respond to these trends through their impact on particular industries, and will eventually be rendered obsolete by them if their response is ineffective.

[image: images]

FIGURE 1-3 Percent of the World’s Urban Population

Indeed, the three megatrends outlined previously have a pervasive combined impact that is affecting almost every aspect of life on earth. Climate change, energy supply issues, deforestation, water shortages, species extinction, fisheries depletion, and migration pressures can all be linked to changes in population, GDP, and urbanization. We are witnessing a rapid proliferation of so-called “tragedies of the commons” in which a person or even a country may derive short-term benefits from an activity that degrades the common natural heritage of humanity. While all people bear a shared responsibility for addressing these issues, commercial enterprises must learn how to manage their businesses through the changes that have occurred already and those—both predictable and unpredictable—yet to come.

For business leaders with an outlook shaped by the last century’s events, it is essential to comprehend the full cumulative implications of such trends. Yet many executives still rely on an outmoded mental map without being fully aware of its strategic drawbacks. Although it is difficult to anticipate and prepare for discontinuous events, the trends that can be discerned already call for a reexamination of familiar topics using a fresh perspective. Executives and their organizations must learn to reevaluate and reshaped their responses to the following kinds of questions:

[image: images] Where are our key markets?

[image: images] What are the companies that matter to us?

[image: images] What are the major sources of innovation?

[image: images] Who are the model global leaders?

MINDSET CHANGE: WHERE ARE OUR KEY MARKETS?

The provocative futurist Eamonn Kelly asks us to compare the great cities of the not-so-distant past with those that are now rising to prominence. A list of the largest cities in the world in 1900 would include London, New York, Paris, Berlin, Chicago, and others, with the only non-Western city being Tokyo. By far the largest urban center on this list was London, with 6.5 million residents.11 If we look at the roster projected for 2015, there are no U.S. or European cities among the top ten. The largest urban areas in the world are now or soon will be places such as Mumbai and Kolkata, India; São Paulo, Brazil; Chongqing and Shanghai, China; Jakarta, Indonesia; Lagos, Nigeria; Karachi, Pakistan; and Dhaka, Bangladesh. Each will have a population that easily exceeds 15 million.12 Corporate managers who were raised in a world where the 1900 list was still the dominant reality may have trouble finding many of the cities in the more current roster on a map, let alone traveling or living in these locations and having a functional sense of their marketplace dynamics. And yet these are the markets of the future. Any effective global strategy will need to take them into account, considering which locations to target and how to achieve commercial success in a place that may have very different consumer tastes, supply chain resources, or pricing standards.

MINDSET CHANGE: WHAT ARE THE COMPANIES THAT MATTER TO US?

Knowing the competitive landscape is an important part of any strategy and an integral element of leadership skills. We tend to focus on “the usual suspects”—companies that have been rivals for many years and that are based in our own home market or another developed economy location. Yet strategy experts warn that the most dangerous competition can enter a market laterally from another industry or as a start-up with a disruptive product concept. There is a global version of this phenomenon, which is the emerging market company that was not previously on anyone’s radar screen, but is growing rapidly and could soon become a potent force not only locally but around the world. Such companies are potential competitors, but also possible customers, suppliers, or partners.

A veteran of the electronics industry once described how his Western firm had been satisfied with its high rate of business growth in Japan, a promising market for the company at that time. Simultaneously, a small local competitor was growing at almost double that rate, although it was still too minor within the larger scheme of things to be regarded as a significant threat. That “small local competitor” continued to prosper and today is the global giant known as Sony; meanwhile, the competitive rival that the Western firm had been most focused on in that earlier growth era has since faded into obscurity, in part due to its lack of success in foreign markets. In the Chinese automotive market today, for example, there may be rapidly growing automobile makers or parts suppliers that could be the giants of the future.

If the world’s growth markets with the most significant potential include the so-called BRIC countries—Brazil, Russia, India, and China—to what extent are the people who shape strategy in your organization aware of the competitive threats as well as the opportunities presented by firms that are growing quickly but less well-known outside their home countries? Figure 1-4 notes a few examples from various industries in BRIC countries.13 Global team participants who are from these countries or nearby regions will immediately demonstrate their value when viewing such a list, as they will probably have a much more lively and well-informed sense of the competitive landscape.

[image: images]

FIGURE 1-4 Sample List of BRIC Companies

MINDSET CHANGE: WHAT ARE THE MAJOR SOURCES OF INNOVATION?

There is a comforting myth believed by many in the developed world that emerging market firms are imitators rather than innovators, and that their products and services are nearly always derivative of those invented elsewhere. Historically, there is some truth to this claim, but it is increasingly the case that major innovations originate from developing rather than developed countries. A disruptive innovation is defined as a product that is introduced at a significantly lower price point with adequate although not stellar functionality, and which through continuous improvement comes to rival and possibly replace products formerly regarded as higher-end offerings.14 This turns out to be a rather good description of many products coming from the developing world.

The term trickle up—the opposite of the customary notion of technology that “trickles down” from advanced economies to the rest of the world—is even being used to describe the effects of these products. For example, General Electric’s Healthcare India operation designed a portable electrocardiogram (ECG) device for the local market to be sold at one-tenth the price of larger, more sophisticated products used in North America and Europe. That same product has now been introduced into Germany, reversing of the previous trickle-down pattern.15 Similarly, the Chinese company BYD has introduced a battery-powered car into the Chinese automotive market that is being offered at a far lower price than the advertised prices for competing Japanese and U.S. products—and BYD has made its product available to consumers sooner. Warren Buffett is a major stakeholder in BYD, and doubtless sees potential applications for its products that extend far beyond China.16

The value of continuous improvement should also not be underestimated. A series of incremental innovations introduced by energetic smaller players can have a highly disruptive impact over time, particularly in markets where large numbers of components are assembled to create the final product. Over the years, markets for major industries such as automobiles, shipbuilding, home appliances, and telecommunications have been turned upside down by former “imitators” who were initially looked down upon but gradually became quite skillful at continuous improvement. Companies such as Toyota, Hyundai Heavy Industries (shipbuilding), Haier (home appliances), and Huawei (telecommunications) are now formidable global competitors. Firms that seek to do business in emerging markets, and increasingly even in developed economies, must create compelling combinations of breakthrough pricing, adequate technology, and continuous improvement that is sustained over long periods of time in order to remain competitive.

MINDSET CHANGE: WHO ARE THE MODEL GLOBAL LEADERS?

The Western business press has celebrated a few current or former top executives in its pantheon of model global leaders over the past couple of decades, and it is often assumed that these models still have worldwide currency. Jack Welch of General Electric, Carlos Ghosn of Renault and Nissan, Akio Morita from Sony, and A. G. Lafley of Procter & Gamble have indeed led remarkable careers. But without continual revitalization, the companies their names are linked with may one day look like the list of the world’s largest cities in 1900—in fact, most of the largest corporations from the first half of the twentieth century have already faded into obscurity. A host of other executives and firms in many different markets merit increasing recognition.

It is worth looking to developing markets to expand our view of model executives, both because there are individuals who deserve inclusion and because employees in other parts of the world may find such people and their careers easier to identify with and to emulate. In India, for example, Narayana Murthy of Infosys and Azim Premji of Wipro have started corporations and achieved unprecedented successes in the world’s second-most populous nation. Each helped to build what are now two of Asia’s most respected companies from very humble beginnings, and they are admired not only for their business acumen but for their ethics and substantial contributions to social causes.

[image: images]

Narayana Murthy, Infosys

[image: images]

Azim Premji, Wipro Technologies

In China, Zhang Ruimin, the CEO of Haier, is sometimes called the “Jack Welch of China,” and he is probably much better known than Jack Welch to most businesspeople there. He led a destitute and dysfunctional state-owned enterprise from its former ruinous position into one of the world’s most formidable home appliance companies; it has become a leading supplier even to Western enterprises such as Wal-Mart. Liu Chuanzhi, chairman of Lenovo, built the capabilities of a domestic Chinese computer-maker to the point where it executed the previously almost unimaginable purchase of IBM’s personal computer division and is now among the world’s top five industry players.

[image: images]

Zhang Ruimin, Haier

[image: images]

Liu Chuanzhi, Lenovo

Such names only begin to represent the rich variety of careers and characters that can be glimpsed within an expanded perspective. José Sergio Gabrielli de Azevedo of Petrobras (Brazil’s massive state energy company, now the fourth largest in the world), Roger Agnelli of Companhia Vale do Rio Doce (a Brazilian mining enterprise), and even a colorful and controversial individual like Roman Abramovich (Russian oil tycoon, provincial governor, and football team owner in the United Kingdom) reflect unique features of their respective home markets, and offer insights about what may or may not work when doing business in the developing world.

Conclusion

Leadership was formerly a topic reserved for the corporate and political elite, and leading in a global context was simply not a reality even for many people in top-ranking jobs. Now, due at least in part to the megatrends described above, global leadership has become the target of much broader attention. Not only executives in line to step into top leadership roles, but also mid-level “high-potential” employees, MBA candidates, and even university undergraduates are receiving training and coaching in this area. There are a variety of factors related to this transformation.

[image: images] Organizations seeking to leverage emerging trends and to grow their business in key markets around the world have prioritized the need to build their global leadership pipeline and are willing to make significant investments for this purpose.

[image: images] The notion of “leadership at all levels,” popularized by Noel Tichy and others, suggests that there are many roles—not just top executive positions—in which leadership capabilities can be meaningfully deployed.17

[image: images] Global leadership and its secrets are alluring to those who seek to move up the career ladder as quickly as possible. (Who wants to be a mere manager in a domestic operation when you could be a global leader instead?)

[image: images] A corporate and educational funding bandwagon sometimes makes it easier to receive funding for a prestigious and high-profile topic such as global leadership rather than more prosaic skills such as project or performance management.

Whatever their organizational role, present or future, only leaders with truly global vision and skills will be able to best position their enterprises to cope with the three megatrends portrayed here and their implications for global commerce and leadership. A keen sense of the strategic implications of population growth, GDP shifts, and urbanization will provide an important compass for navigation through stormy economic times. In addition to knowing the most critical markets, companies, sources of innovation, and examples of leadership, leaders will need to tap new sources of talent and ways to develop the global competencies of people on the other side of their world.

There is much that we don’t know about where the world will go and how markets will evolve, but also much that is readily evident. Strategic plans must incorporate such insights without being “too early” or “too late.” A global mindset and the global skill set that enable leaders to more readily discern and respond to key trends are part of the recipe for successful long-term growth.
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