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Is Globalization Good?

Yum! Brands, Inc. A5 & ENEE
v" Owns KFC, Pizza Hut, and Taco Bell
— Operate in more than 130 countries

— Open more than 1,000 stores overseas per year
v’ Believes business is local

— Teriyaki crispy stripe in Japan

— Gravy in northern England
— Portuguese egg tarts in HK & Taiwan
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Nature of the Borderless World

REVI

Customers worldwide BEE A E R i%ll(l)RDFRLhSS
e Aware of the best products and services Efl7TE \\'f()RL]J) o

* People vote with their pocketbooks PowER AND N
. . . STRATEGY IN TITE’
— Price, quality, design, value, etc. INTERLINKED
EconoMmy

NT LESSONS IN THE
OF THE GLOBAL

Competition ZEKFHFES1E
e Nothing stays proprietary for long

KENICHI OHMAE

— Rapid dispersion of the technology available to all firms

e QOperating globally means operating with partners
BEKE  BARZIAG
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I. Business Growth & Expansion

Participation: Need to be near customers #i1ri5
Simultaneity: Inability to transport services AR5 5 EH)

Single Service Multiservice
Single Focused service: , Clustered service:
Location ® Dental practice e Stanford University
® Retail store ¢ Mayo Clinic
* Family restaurant * USAA Insurance
Multisite Focused network: Diversified network:
® Federal Express e NationsBank
* McDonald’s * American Express
* Red Roof Inns ¢ Accenture




Focused Service: Single Site, Single Service

Service innovation at a single location with
a well-defined service concept (Shouldice)

e Success leads to increased demands
— Facility is expanded and personnel are
added

e Advantage
— Simpler management and control &%
¢ Risks
— Captive to the future economic
growth of that area SRR E 14875
— Competition move in #EE
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Focused Network: Multisite, Single Service

Adding sites to achieve growth &8s - BINEE

— Readily accessible to customers is important #A & F
* Fast-food restaurants, Retail banking
— Management must ensure consistency of service across

all locations & &R %
e Franchising: “cookie-cutter” concept of replicating service

— Managing network of service
e Communication and control
* Nationally marketing efforts 22524784

— Risks: overexpansion or loss of control
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Clustered Service: Single Site, Multiservice

Diversify the service

— Service firm with large fixed facilities [RiL &7t
* Small colleges expanded into four years university
* Medical centers

— Concentric diversification Z;E 0B
* Synergistic logic around
the core service
e Economies of scope o e
— Risks N @ @
e Potential loss of focus EE L& e [ o
* Facility management becomes extremely complex
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Diversified Network: Multisite, Multiservice

Combining multisite & multiservice

— Growth thru acquisition fffg_E T3 :
e United Airlines: Hotels, car rentals %'
e Japan Rails: Hotels JR East Nagano Special

12 May (Sat) 3-4pm

— Advantage: EmIFRAEE - 2IKNE
e Brand name @M&EE

— Risks: very complex managing task
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I1. Globalization of Services

* Most growth opportunities comes from overseas ;89MNE 1
¢ Globalization is more than duplicating service overseas #&&H5 L

Global integration £2IkE 5
e Economies of scale (commodity) FQCEX ®

Express

* Opportunity to exploit certain
assets

e Competitive advantage globally

Local responsiveness 7£ i[O f&
e Customization

e Government control
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International Strategies

High Global — . Transnational
Force Strategy Strategy
Towards {
Global N
. (o] . .
Int t . -
ntegration low | International Multi-domestic
Strategy Strategy
Low High

Force Towards Local Responsiveness
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High Integration and Low Responsiveness

Global Strategy: The world is one big market
¢ Doing business I REEHE

— in a homogeneous way
— or integrated across countries
e For firms with a strong brand and
special identity
— IKEA

— Citibank, global retail bank: Do banking
anywhere, anytime, anyway
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Low Integration and High Responsiveness

Multi-domestic Strategy ZE R A {EREE
e Confederation of autonomous units Deloitte.

— Professional service firms adapting to local laws

¢ Law and Consulting: Deloitte

— Publishers

¢ International Editions for local students

- Fogd a:d hoisehold items Carveloat (»
EmEXEHM
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High Integration and High Responsiveness

Transnational Strategy ¥ EIsRAE

— Leveraging certain corporate assets
e R&D expertise

e Formula store layout and centralized procurement

— Service delivery adapted to local needs

e Yum! Brands, Inc. (KFC, Pizza Hut, and Taco Bell)
— In China the chicken is spicier inland than costal cities

e McDonald’s
— Beerin Germany
— No beef or pork in India

SXF vy

II1. Planning International Operations

Service Delivery
System

Operating
Strategy

Service Concept

What are customer

expectations?
Perception of value?
Service ethic?

Available technology?
Infrastructure?
Utility service?

Appropriate managerial
practice?
Participative?
Autocratic?
Labor market
norms and customs?

Labor market

institutions? Service encounter?

Government Language?
Space availability? regulations? Acceptance of self-
Unions? serve?

Interaction with

liers? Host government
suppliers?

What are the usage

icies?
policies? patterns?
Educating customers? Language?
Front office? Cultural
Back office?

transferability?

Target Market
Segments

What are the market

segments?
Domestic?
Multinational?
Tourist?

What are important
cultural differences?
Language?
Life style?
Disposable income?

What are the workforce
demographics?
Skills?
Age distribution?
Attitudes?
Work ethic?
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International Elements of Service Vision

Culture transferability >t

* Balance global standardization
with local customization
BN B4 BlE - EE- -EE

Host-government policy &ithEig

e Creative discrimination forms

— Banning the sales of insurance by foreign firms
— Preferential treatments to local shippers (A
— Restrictions on international flow of information

— Airlines landing rights

Labor Market Norms

* Power distance index: Degree of equality between people
in the society E#HIE

e Individualism: Degree of society reinforce individual or
collective achievement E3&% 4

e Masculinity: Degree the society reinforce the traditional
masculine work role model 147

e Uncertainty avoidance index: The level of tolerance for
uncertainty and ambiguity within the society #3## &

e Long-term orientation: Degree the society embrace long-
term devotion to traditional, forward thinking values
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Global Service Strategies

Multicountry expansion 5 Bl5& 17 & #& 73 &6

s

Importing customers FAE = E IR 5

BINERE

Following your customers iRfE T E =
Service offshoring AR759MNED

Beating the clock 52 AR =

Global Operations Decisions

Customization: 122415 ? K+1E?

Complexity: MIZEH ? ANE ? KEEF?
Information intensity: P& Z#? BIEFEE ?
Cultural adaption: E2$545 68 ? TEMIST{E ?
Customer contact: JkETET ? EMEA ? ER1E ?

Other Issues: it ~ mE - BEISIE 5%




Global Service Operations

Global Service Strategies

Globalization ~ Multicountry Importing Following Your Service Beating the
Factors Expansion Customers Customers Offshoring Clock
Customization ~ Usually a standard ~ Strategic Re-prototype Quality and More need for
service opportunity locally coordination reliability and
coordination
Complexity Usually routine Strategic Modify operations Opportunity for ~ Time
opportunity focus compression
Information Satellite network On-site advantage Move experienced Training Exploit
intensity managers investments opportunity
Cultural Modify service Accommodate Could be Cultural Common
adaptation foreign guests necessary to understanding language
achieve scale necessary
Customer Train local workers  Develop foreign Develop foreign Specialize in Provide
contact language and customers back-office ser-  extended hours
cultural sensitivity vice components of service
skills
Labor intensity ~ Reduce labor costs Increased labor Hire local Reduced labor Reduced labor
costs personnel costs costs
Other Government Logistics Inadequate Home office Capital
restrictions management infrastructure employee morale investments
¥y, v
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