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Foreword

Working in a team has been a challenge since time immemorial. While it is not easy in a familiar – monocultural or narrowly technical – environment, the challenge grows exponentially when borders are crossed and varying cultures and personalities enter into a collision course.

The inevitability of this challenge is actually a blessing, as unpleasant as dealing with it might be (the truth will set you free, but first it will make you really mad). This is not only because of the goals that will be achieved, but mainly because of the resulting personal and professional growth, as well as organizational maturation. While solving their (mostly manmade) problems, individuals and groups ultimately transcend the limitations imposed by their upbringing and social conditioning, and learn to know and utilize each other’s way of thinking and doing things.

The paradox here is that in order to succeed we need to go beyond culture. Before that, though, we obviously need to understand what cultural differences entail.

Richard D. Lewis, one of the leading authorities in the field of applied cross-cultural studies, became acutely aware of the issues with respect to intercultural communication and interaction through personal experiences during his career-long investigation of how people with striking differences get along. His insights were reflected in the hugely popular When Cultures Collide, where he furthered the ideas of E.T. Hall and proposed an original framework for assessing the cultural preferences of individuals, teams, groups, nations, and regions.

During the application and validation of the Lewis Model in various settings around the world, Lewis and his colleagues gained an enormous amount of evidence about what it takes to work and lead across cultures. It was only natural to summarize this evidence in a book dedicated to teams: When Teams Collide.

The title of this book leads to three immediate expectations: it is about teams of all kinds that have to deal with the invariably different work preferences of their members; it is about a practical approach to diversity beyond culture; and it is about a broader context of successful cooperation across and beyond borders. In other words, this book is a robust attempt to depict, explain, and offer a concrete way of dealing with the complexity of human interaction in professional settings.

How many attempts of this kind have we known? Quite a few. A basic internet search would inevitably produce a myriad of papers, articles, chapters, and books dedicated to the subject of working in a team, managing a team, surviving in a team, etc. Most of the attempts to tackle the “team issues” are either fragmented (one issue at a time) or narrowly specialized (e.g., the Belbin approach), which is normal for any kind of research, but seems insufficient for those who need practical guidance for daily challenges, either in small (team) or large (organizational) settings.

Lewis found a way to approach the challenge. He chose a holistic scan of the ingredients of teams’ success, which takes into account team members, team leaders, the operating context, and, most importantly, the reality of cross-cultural business conduct.

This book is built on the proven foundation depicted in When Cultures Collide. Moreover, it has been applied thousands of times in institutions in various domains – private, governmental, international, nonprofit, and academic. The continuity here is not just a matter of sticking to your guns or understanding only what you know (which unfortunately, especially in the area of cross-cultural studies, is often the case). It provides a way to reflect on the fundamental differences in world cultures and their individual variations.

The Lewis Model is intuitive and easily comprehensible. It offers a dynamic, tripartite cultural categorization in which linear-active, multi-active, and reactive features of a person or a team become a roadmap to a better understanding of self and others. The explanatory power of the model is considerably enhanced by a carefully crafted framework of cultural universals and their variations: communication and interaction patterns, leadership styles, meeting patterns, empathy, trust, and business ethics. The visuals – a trademark of the Lewis approach to knowledge creation and dissemination – make it so much easier to navigate the often muddy waters of intercultural relations.

The richness of the context, the power of the visuals, and the detailed nature of the case studies make the book appealing to a wide audience. The seamless narrative style means that it is readable and easily accessible to those without a deep background in international business or cross-cultural issues.

Lewis offers 11 “items of knowledge” that must be acquired and utilized for successful teamwork across cultures. While most items seem intuitive enough, this is the first time they have been compiled as a matrix of mutual understanding and successful business conduct.

Each item (or area), from cultural categorization of team members (and the team itself!) to team organization, communication, leadership, ethics, and trust, is backed by thorough case studies. The storytelling (much revered nowadays in leadership education) is exemplary and makes the reading not just enjoyable but truly educational – one feels that one is having a conversation with the author, who shares valuable information and passes on wisdom. There are no simulations, hypothetical situations, or made-up characters. The whole story is a mirror of the life-long learning of a gifted observer.

In essence, the book sets out what we must do and why. Most importantly, it offers a way to do it (which is where most authors fall short).

Throughout the book, Lewis offers both generalized and specific observations about different cultures, which suits both types of curiosity: epistemological and practical. Therefore, readers who are looking for specific behavior in an unfamiliar cultural setting will be rewarded as much as those looking for eternal answers to eternal questions.

As trivial as it sounds, it is not a challenge for different people to interact, unless they have a common business to attend to. That is when goodwill and presuppositions of cultural awareness swiftly disappear. The grip of one’s cultural identity is too strong; the desire to elude it is too irresistible… As S. Johnson put it, “the chains of habit are too weak to be felt until they are too strong to be broken.”

To reach out to our colleagues and counterparts, we must aim beyond cultural borders; to succeed, though, we must start with culture(s) – learning about self, others, and self and others together. Richard Lewis offers us an invaluable route for negotiating the difference.

Dr. Iouri Bairatchnyi,
Former Director, Cross-Cultural Programme,
World Bank, Washington, DC


Introduction

The expansion of multinational organizations, conglomerates, and even medium-sized firms into as many as 200 markets worldwide means that international teams are rapidly becoming the central operating mode for global enterprises. Estimates put the number of such teams at between 2 and 3 million at the beginning of the twenty-first century.

Mergers, acquisitions, the opening of foreign subsidiaries, and exploiting fresh markets are heavily dependent on newly created teams. Thousands of new projects require the creation of teams to meet different challenges, develop new products, resolve persistent conflicts, or examine the latest techniques, and many of these teams possess technical expertise in a variety of fields, especially in R&D. Others deal with sales and marketing, accounting and reporting, finance and budgeting. Teams may be large or small, homogeneous or diverse, mobile or static, real or virtual.

The responsibilities and the sheer number of important tasks entrusted to teams mean that their members need to be equipped with a plethora of qualities and characteristics. To begin with, they must be quick off the mark. They need to make fast decisions, particularly since they are often mobile teams that may be together for only two or three days at a time. They are expected to be innovative or even avant garde: they may be breaking new ground, and dealing with colleagues, partners, or opponents who have unorthodox, atypical, or unsettled views and attitudes (new Russians, debuting Chinese, ex-Soviet – perhaps Islamic – entrepreneurs from countries such as Kazakhstan or Azerbaijan). They get involved in alliances that have the potential for significant profits and a significant degree of friction. They have to meet new challenges with enthusiasm and have enough confidence to deal with chaos. They must acquire international experience fast (if they succeed, they become company stars).

A high-performance team generally consists of a small group of people with complementary skills who are committed to a common goal and working approach. When successfully integrated, its members also care for one another’s personal growth and success. They must know more than head office and be willing to take a stand if their recommendations are disregarded. They must familiarize themselves with local (marketing and ethical) conditions and adapt the company style accordingly. The team itself must be sufficiently diverse and its members must use their diversity to good effect, cultivating it and becoming its champions if challenged by a monocultural head office. In all of this they must be properly led and managed.

Managers of international teams should be key figures in the company as a whole. They should be experienced in cross-border business, adaptable, unbiased, flexible but fair, a motivator, an HR expert, and something of a psychologist. If they are linguists (with the multiple horizons that more than one language offers), all the better. They must be able to relate equally well to head office and to the different views and aspirations of team members; they must be chameleon-like in facing them (adapting to each personality); they need to be able to distinguish quickly between (internal) conflicts and pseudo-conflicts. Quite clearly, they have a difficult and sensitive task.

There is no simple way of training someone to manage an international team and leaders originate from many countries and cultures. Nevertheless, there are 11 basic items of knowledge that the leader of an international team must acquire and utilize. These are summarized below and are further elaborated in successive chapters of this book.

Categorizing cultures

The Lewis LMR model divides cultures into three categories:

[image: image] Linear-active

[image: image] Multi-active

[image: image] Reactive

Linear-active people tend to be task-oriented, highly organized planners who complete action chains by doing one thing at a time, preferably in accordance with a linear agenda. Speech is for information and depends largely on facts and figures.

Multi-active people are loquacious, emotional, and impulsive and attach great importance to family, meetings, relationships, compassion, and human warmth. They like to do many things at the same time and are poor followers of agendas. Speech is for opinions.

Reactive people – good listeners – rarely initiate action or discussion, preferring first to hear and establish the other’s position, then react to it and formulate their own opinion. Reactives listen before they leap. Speech is for creating harmony.

Team managers need to distinguish early on which category each team member belongs to and adapt their own stance accordingly.

Depending on their nationality and upbringing, each team member is situated in a “cultural anchorage” in which they are comfortable. When the captain of a sailing vessel finds an anchorage that suits him, he is reluctant to leave it, irrespective of his plan. He is gratified if the anchorage is stable, safe, and unencumbered. One can say the same about people and cultures. Most people are satisfied with their cultural characteristics. Strangers may find Finnish culture dull, Italian too emotional, and Russian or Nigerian too volatile (possibly chaotic) – but that is the way these people like it. They live that way and have done for centuries. They don’t want to leave their cultural anchorage. This makes it difficult for the manager of an international team to convince a colleague to change anchorages, for instance to encourage an Italian to be as disciplined and systematic as a German, or a Japanese to speak out directly and make quick decisions like an American. Managers need to harness and synergize diversity rather than eliminate it.

Besides taking into account differences in cultural categories and national characteristics, managers would do well to recognize fault lines, which have considerable significance in some states. It is well known that northern and southern Italians are very different in character and behavior, for example. The cultural fault line is around the latitude of Rome. Some countries have several fault lines between regional behaviors, for instance Russia, China, Spain, and the USA, but it will suffice if the team manager can quickly identify the main “tectonic plates” between Parisians and les gens du Midi; Prussians and Bavarians; Castilians and Catalans; Flemings and Walloons; Finnish and Swedish Finns; New Yorkers and Southerners; and, particularly, the fault lines between the north and the south of England, as well as the Scots, Welsh, and Irish (north and south).

Sometimes fault-line preferences transcend national boundaries. For example, people in the north of England and Scotland empathize splendidly with Norwegians and Finns, those in the south of England with Danes, Dutch, and southern Swedes.

Organizing the team

Having identified its members’ cultural characteristics, the team must be organized from the outset to maximize the great potential that the cultural mix offers. National strengths, weaknesses, insights, and blind spots must be considered; taboos and cultural black holes must be taken into account. In addition, the raison d’être of the team must be clarified.

Speaking the language

Each team has a lingua franca – probably, but not necessarily, English. Whatever the choice, the team leader would do well to consider the possibilities offered by the medium of that language. These include clarity, politesse, humor, charisma, exactness, ambiguity, vagueness, expressiveness, exhortation, minimalism, understatement, hyperbole, euphemisms, and coded speech. Each language has its own strengths – English humor, French exactitude, Spanish vigor, German logic, Italian elegance, Japanese courtesy and face-saving mechanisms, Chinese ambiguity (leaving options open). Team leaders may legitimately exploit such traits. This book examines English as the most likely international medium, but Spanish, Chinese, French, Portuguese, Swedish, Russian, Arabic, and even Turkish may be convenient for some groupings. The team language, with native and nonnative speakers communicating in it and manipulating it, is one of the most interesting elements of international teamwork.

Leading the team

Having built an international team whose members have suitably complementary strengths, the question then arises: Who leads it? Do some nationals take up the mantle of leadership more easily than others? This is a difficult question to answer. Certainly, some cultures produce individuals who relish the prestige and power of leadership. French, Spanish, and South American managers are good examples. They manage autocratically and tend to make irreversible decisions. Others, like Canadians, British, and Swedes, feel that they are good at arbitration and tend to seek agreement among those present rather than impose personal decisions. Americans are essentially people of action and see their role as maintaining momentum. Finns use facts skillfully and seek sensible conclusions. In the end, good leadership depends more on individual personality than a particular passport.

Profiling team members

Team members are often characterized by a considerable degree of easy internationalism, tolerance, and cultural sensitivity. They will, however, bring with them their own national values, taboos, and perspectives. By familiarizing themselves with their colleagues’ differing profiles and worldviews, team leaders can promote synergy among the individuals they seek to integrate and control.

Recognizing speech styles

Among the tasks of managers are the necessities of instructing, motivating, and leading their subordinates. They may often lead by example, but as far as motivation and issuing directives are concerned, their success will be heavily dependent on language. Different languages are used in various ways and with a variety of effects. Hyperbolic American and understated British English clearly both inform and inspire staff with a distinctive allure and driving force. Managers of all nationalities know how to speak to their compatriots to best effect, since there are built-in characteristics in their language that make it easy to convey ideas to its native speakers. In fact, they are only vaguely aware of their dependence on the linguistic traits that make their job easier, so becoming aware of them can make a real difference.

Communicating in English

Whatever the team members’ national communication style may be – reticent or loquacious, open or closed, formal or informal – it is likely that they will have to project that style into the team language, which as we have seen is most likely to be English. Even though individuals may possess linguistic competence, another minefield lies ahead: which English? British and American English have their own nuances and their own brand of self-expression. For speakers of other languages, the British are the harder to follow. This is not because their pronunciation is less clear, but on account of the hidden agendas in British speech.

Using humor

A sense of humor is a powerful weapon in a manager’s arsenal. Whether leaders consider themselves humorous or not, it will be a factor in controlling the team. However, humor crosses national boundaries with difficulty, especially when heading east, while in Anglo-Saxon countries humor is used systematically. Most international teams develop their own special brand of humor, which may signify their “coming of age” as a team.

Making decisions

Decisions often have to be taken rather quickly, as time may be limited. A decision-making process is clearly required. Yet, even what at first seem to be the most straightforward of discussions can run into dispute or deadlock. When such situations occur between nationals of the same culture, the momentum can usually be regained through the use of a well-tried mechanism. Deadlocks can be broken, for instance, by a change of negotiators, a shift in venue, an adjournment of the session, or a repackaging of the deal. Arab teams will take a recess of prayer and come back with a more conciliatory stance; Japanese delegations will bring in senior executives “to see what the problem is”; Swedish opponents will go out drinking together; and Finns will retire to the sauna. Such options are not always available in international teams. Moreover, cultural difference can mean that the nature of the deadlock is misconstrued by all parties.

Behaving ethically

International teams of several types – those promoting trade in different countries, launching new products, entering new markets in connection with joint ventures, sales and purchasing teams in general, or those involved in license procurement, patents, and expatriate placement – are frequently confronted with dilemmas in trying to achieve their objectives. In a diverse and multicultural team, managers will on occasion be in dire need of guidelines as to how to proceed through a veritable labyrinth of traditional, established ways of contracting business. These vary in every culture and there are no internationally accepted definitions of either ethical behavior or corruption. There are many gray areas such as child labor, abortion, treatment of immigrants, or genetic engineering, and one issue that an international team will have to meet head-on and with some frequency is facilitation payments.

Building trust

Trust is arrived at in different ways, often based on different criteria. Some people instinctively trust their own nationals, at least in general. This applies to Danes, Finns, Swedes, and Norwegians and, to a somewhat lesser extent, to Germans, Canadians, and Japanese. These nationalities also show reasonable trust in others until it is shown that the trust is misplaced. Most Latins and other multi-actives, on the other hand, only accord trust when they see that it is merited. Within a multinational team it is essential that the manager create trust quickly. It may help to know that reactives respond well to consistent courtesy, multi-actives to ready compassion, and linear-actives to word–deed correlation.


1
Categorizing Cultures

Human behavior, in social and business life alike, varies significantly around the world and is subject to a substantial number of influences – genetic, political, economic, and religious are just some of them. The discovery in 2001 that all human genes are remarkably alike (we share 99.9 percent of our genes with others) led to genetic determinism taking a back seat in its significance for behavior. Similarly, the failure of the theories of economic determinism (Marxism among them) to become reality in the last decades of the twentieth century left a clear field for the acceptance of cultural determinism as the primary and dominant crucible for molding our conduct.

Diversity and compatibility

The collective program or agenda for our behavior is set by our cultural group through the influence of parents, teachers, peers, and societal preferences and restraints, aided and abetted by written and unwritten rules and regulations. Often, but not always, the cultural group is synonymous with a nation-state, so we may talk about French or German or Japanese culture. As there are significant variations of behavior within the borders of some countries (for instance Bavarians and Prussians, Milanese and Sicilians), there exist more cultural groups than nation-states. Strictly speaking, there are 200–300 national or regional mindsets, commanding general uniformity of allegiance from their adherents. That is to say, most Scots are usually content to display the well-known characteristics of the northern British, while New Yorkers revel in their distinctive brand of Americanness.

These cultural programs are the repositories of rich diversity, yet, like genetic species, they are more homogeneous than one would expect. Increased international contact, especially in the field of commerce, has familiarized business people with the customs and communication styles of trading partners, of staff in overseas subsidiaries, and of colleagues in international teams. They have noted that they get on better with some than with others. Often they learn to adapt sufficiently to the preferences of the other party. In effect, they adopt a cultural stance that facilitates understanding and empathy. Few people are able to change their behavior at will to react to someone else’s worldview, but regular contact with a variety of nationalities soon makes one realize that they fall into three broad categories, as outlined in the Introduction:

[image: image] Those in the linear-active group follow linear agendas, planning ahead step by step, completing action chains, and achieving clearly defined goals with some precision.

[image: image] Those in the multi-active group enjoy doing many things at once, are warm, loquacious, emotional, and impulsive, and are very concerned with relationships.

[image: image] Those in the reactive group are introvert, respect-oriented listeners who are accommodating, courteous, and amenable to consensus and compromise.

In general, nationalities within a particular category understand and tolerate one another fairly readily. There may be some national friction (for instance between Japanese and Koreans or Hungarians and Slovaks), but a common categorical wavelength facilitates intercourse. The corollary of this is that people from different categories often frustrate and annoy each other. This is most common between linear-active and multi-active people (Nordic abhorrence of Latin gesticulations or verbosity, for example). People in the reactive category tend to have less confrontation with the other two groups (because they react and accommodate by instinct), but they too have their own silent agenda that can be quite judgmental.

The good news is that no human being belongs solely to one category. The most linear Swiss or German will have some multi-active emotion or excitability buried somewhere below the disciplined exterior. Japanese – ne plus ultra reactives – are seduced by linear thinking in their manufacturing processes and financial dealings. Multi-active Italians from Milan will tell you how Germanic they can be (or would like to be). Impassive, reactive Koreans can explode into rage (like Turks) at the drop of a hat. One’s individual traits may also contradict the norms of national programming. Emperor Meiji was an unusually charismatic Japanese; Winston Churchill belied the British stiff upper lip tradition by weeping frequently in public.

These deviations – or aberrations – are good news because they indicate that human beings are fundamentally open to a diversity of persuasions and beliefs. Table 1.1 overleaf, showing linear-active, multi-active, and reactive variations, demonstrates that traits are strung out along three different axes, implying possible rapprochements to different mindsets. While one-category characteristics may be prevalent with some nationalities (linear Swiss, multi-active Brazilians, reactive Vietnamese), this does not mean that they cannot benefit from insight into other mindsets. For instance Indians, naturally loquacious and emotional, not only have eastern wisdom and courtesy, but supplement these qualities with a good understanding of the west.

Members of international teams have great advantages in developing inter-category synergy and promoting and cultivating compatibility. Their contacts are multicultural, frequent, and varied. They are not walled in, either physically or mentally, by the parochial constraints of an ever-present HQ. They flit around, acquire versatility and adaptability, and qualify as cosmopolitan.

If they are perceptive, their horizons widen quickly. Europeans begin to see some of the things that Japanese see, though they were mysterious before. Self-awareness heightens all round.

The table of linear-active, multi-active, and reactive characteristics can be used as an assessment tool of your own cultural traits. If you select a trait from each horizontal trio and give yourself a score of one for each, you will arrive at three separate column totals of linear, multi-active, and reactive qualities. A score of, for instance, 10-6-8 could then be plotted inside the triangle in Figure 1.1. Based on more than 25,000 tests, this is a kind of triangular “league table” showing the relative placements of major countries in terms of their degree of linearity, multi-activity, or reactivity. If two or more nations are bracketed together, such as France and Poland, it does not mean that the two cultures are completely similar. What it does mean is that French and Polish people are roughly the same in their linear-active or multi-active traits. At the top of the diagram where eight multi-active cultures are located, Mexico, Colombia, Peru, and Bolivia are on the right-hand side, as they have large Indian populations that give them reactive tendencies. The ones on the left reflect more their Latin character. Americans and Australians are more extrovert than British; Danes are more talkative than other Nordics; Finns have several Asian traits; Singapore and Hong Kong are more westernized (= linear-active) than Japan or China. Koreans and Thais are the most excitable of the East Asians; India is midway, combining multi-active loquacity with Oriental courtesy; laid-back Canada and bicultural Belgium are the other cultures in median positions. Geographical proximities and climatic similarities are visibly influential in determining cultural categories.






	LINEAR-ACTIVE

	MULTI-ACTIVE

	REACTIVE




	Talks and listens in equal degrees

	Talks most of the time

	Listens most of the time




	Rarely interrupts

	Often interrupts

	Never interrupts




	Confronts with facts

	Confronts emotionally

	Never confronts




	Dislikes losing face

	Has a good story

	Must not lose face




	Uses official channels

	Seeks out key person

	Uses network




	Follows linear agenda

	Diverges frequently from agenda

	Follows circular agenda




	Frank, direct

	Indirect, manipulative

	Indirect, courteous




	Truth before diplomacy

	Diplomatic, creative truth

	Diplomacy before truth




	Limited body language

	Lots of body language

	Hardly any body language




	Cool

	Excitable

	Inscrutable




	Promotes product

	Promotes personal relationships

	Promotes inter-company harmony




	Completes action chains

	Completes human transactions

	Harmonizes by action at appropriate times




	Partly conceals feelings

	Displays feelings

	Conceals feelings




	Speech is for information

	Speech is for opinions

	Speech is to promote harmony




	Punctual, time dominated

	Relaxed about time

	Focuses on doing things in the correct order




	Has individual goals

	Has intimate-circle goals

	Has company goals




	Task oriented

	People oriented

	Very people oriented




	Does one thing at a time

	Does several things at once

	Reacts to partner’s action




	Respects facts and figures

	Respects oratory, expressiveness, charisma

	Respects age, wisdom, experience




	Plans ahead step by step

	Plans grand outline

	Reacts to others’ plans




	Defines problems and solves in quick sequence

	Goes for all-embracing solutions

	Prefers gradualist solutions




	Separates business and personal life

	Intertwines business and social

	Links business and social




	Bad orders can be discussed

	Bad orders should be circumvented

	An order is an order




	Admits own mistakes

	Finds an excuse

	Hides, covers up mistakes





Table 1.1 The three major cultural categories
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Figure 1.1 Cultural characteristics

When plotting individual characteristics on this diagram, team members find that they are positioned close to or distant from others. Proximity indicates a high degree of compatibility, even though your own most prevalent category might be different. Those plotted close to the linear-active–reactive axis might share qualities of the “strong silent” type. Those close to the multi-active–reactive axis will certainly share strong relationship orientation. Those near the center of the triangle might well have balanced attitudes that would serve them well as mediators, chairpersons, or team leaders. Compatibility is harder to achieve among individuals who are plotted right in the corners of the triangle, though they may have sterling qualities in their own right and be effective leaders.

Further globalization of business and national interests is likely to initiate a homogenization of customs, habits, fashions, tastes, and behavior. It would be a mistake to think that such a rapprochement will be accomplished quickly, however. As yet there are few signs of major nations or religions abandoning their basic cultural traits or credos, and thousands of years of conditioning will be extremely difficult to reverse. The evident Americanization of some countries at micro level (dress, food, fashion, music, sport) is a red herring. At the macro level, national, regional, tribal, and religious cultures remain deeply embedded. Greater compatibility will happen, but it is likely to be a gradual, persistent process, encouraged by the ideal of the global village, and achieved through sensible analysis of one’s own cultural baggage as well as by sympathetic study of the diverse preferences and aspirations of the three cultural categories.

Figure 1.2 shows a selection of nationalities on a linear-active/multi-active scale and includes a “league table” of linear and multi-active professions. (Reactive nations are left out of this comparison, since they have a natural inclination toward compatibility with others.) What this figure indicates is that an individual’s behavior is affected simultaneously by their nationality and their vocation or profession. Swiss are normally very linear in their thinking, but so are engineers. Indians may indulge in flexible or situational truth, but so do salespeople. These influences may conflict: an excitable Argentinean may, on a daily basis, have to submit to cold accounting disciplines. A factual German will have to dig deep into their imaginative qualities to find creative marketing strategies. On the other hand, people may be hit by “double whammies.” Finnish engineers find little in common with Brazilian salespeople, for instance.
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Figure 1.2 Linear-active/multi-active scale

Using the linear-active/multi-active scale, one can make a quick assessment of compatibility between individuals by adding the scores for profession and nationality, for example:



	German technician

	  1 + 4 = 5




	French HR officer

	10 + 12 = 22




	Italian salesperson (male)

	14 + 15 = 29





Women are generally more multi-active than men, so one can add at least two points:



	British administrator

	  5 + 8 + 2 = 15




	Italian salesperson (female)

	14 + 15 + 2 = 31





Figure 1.3 shows that people may be close to each other or far apart on a factual/emotional or national/cultural scale.
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Figure 1.3 Compatibility

German accountants have little trouble communicating with Dutch engineers; neither do American managers (17) with Swiss trainers (15). When the gap widens to 10 points, then communication breaks down. Swedish constructors (9) working with Peruvian project leaders (25) have a hard time. Recently I had to address a communication problem between a Finnish head office and the company’s distribution outlets in France, Spain, and Italy. Nordic scientists (10) were trying to advise Latin salespeople (25–29) and relations were persistently adversarial. The use of Finnish salespeople (18) as intermediaries alleviated the problem.

In the context of international teams, compatibility of outlook is often more easily achieved, as frequently the assembled team is a project group. Swiss, Swedish, Dutch, and French R&D people talk the same language, as do American and Belgian accountants. Marketing groups have lively and creative meetings whatever nationalities are involved. Engineers without a common tongue often get on famously, sketching diagrams for each other when words are not enough. Women often understand each other well, irrespective of their origins; all-male nonspecialist teams experience more friction. American managers and salespeople often chafe at Latin, Asian, even British lack of pace. Nordics find Italians and Spaniards too wordy, French too prickly. Swedes and Swiss are often seen as pedantic or finicky. In general, however, team members tend to get used to each other’s idiosyncrasies and, after numerous and regular meetings, settle for knowing when to “agree to disagree.” Skillful team leaders are invaluable.

Diversity – bonus or drawback?

The term “brain drain” was frequently employed in the twentieth century. The huge discrepancy between the salaries and rewards of Americans and Europeans meant that the drain had only one direction – it flowed into the United States. In the late 1940s and especially in the 1950s, a large number of skilled Britons, benefiting from the common language, were attracted to US companies, particularly in scientific and technological fields. They were not the only ones: disillusioned Germans, oppressed Czechs, Poles, and Hungarians, ambitious Taiwanese, and many others enriched American thinking in areas as diverse as science, chemistry, engineering and manufacturing, medicine, and academic studies.

The subsequent burgeoning prosperity of countries such as Germany, Japan, France, and occasionally Britain slowed down this flow, though continuous US booms meant that it was never halted. In the 1980s and 1990s, however, the brains started to come back to where they had originated. Germans, Swedes, and Britons with 20 years’ experience of US methods found themselves useful and effective in Europe, either as representatives of US companies setting up there or in powerful European firms. The advent of the Single Market gave American companies great incentives to establish European bases, often in the UK. The myth of superior US management techniques was debunked and Japanese, German, Swedish, Swiss, and British management styles proved at least as effective as American, frequently better.

A positive outcome of these international exchanges was the realization that diversity among decision-making executives could be a bonus rather than a drawback. This is by no means an open and shut case, however. Ask a Swede which makes a stronger team, one comprising six Swedes or one consisting of a Swede, a German, an Italian, a Spaniard, a Japanese, and an American, and they will probably go for the six Swedes. A Finn would tell you that anything is better than six Swedes and would go for diversity. This is partly because an incredibly successful and rapidly expanding company like Nokia cannot possibly find the engineers and executives it needs from the minuscule Finnish labor market.

French executives confident of their intellectual superiority over others, Americans convinced of US business success, and Japanese complacent about both tend to favor teams and working groups composed of their own nationals. Swiss, Danes, Finns, Belgians, Dutch, Canadians, Australians, Indians, overseas Chinese, and even British are quick to see the advantages of multinational (and therefore multicultural) teams. Nationals of small countries, especially those that are prosperous (Denmark, Finland, the Netherlands, Switzerland, Singapore) have no choice: they must recruit where they can. They also happen to be the countries that have acquired most cultural sensitivity, as they needed to develop commercial relations with big states. Overseas Chinese and Indians have long been expert at functioning in international environments and bring valuable experience and adaptability to international teams. They can often star in this context. Canadians, Australians, and Brits have sufficient cultural diversity in their home labor markets to have gained familiarity with the pros and cons.

Figure 1.4 shows us how such a team (perhaps also including a few deviants and eccentrics) can be versatile in performance.
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Figure 1.4 Diversity, versatility, and excellence

Finding cultural anchorages

These three cultural categories refer to people organizing their lives in completely different ways. They are all human beings, but they differ fundamentally in behavior just as much as three animals would, say a dog, a cat, and a horse. Like these three domesticated animals, they have three distinct agendas. This is what we mean by cultural diversity. In certain circumstances it is as difficult for one category to understand the intentions or aspirations of another as it would be for a cat to understand the hopes or disappointments of a horse (possibly the two animals would sense each other’s feelings better through intuition, sense of smell, and sharp observation). This is made clear in Table 1.2 overleaf.

While two people from the same category can understand the other’s motives most of the time, people from different categories do not. An Arab interacting with a Norwegian would have a common interest in oil, but virtually no other point of contact. Their views on religion, food, art, women, rules, government, society, human rights, rearing of children, laws, and history would not intersect. When the business discussion was ended, they would have no common language and even if they had, they would not know what to talk about.





	Dog

	Alliance with humans – committed




	 

	Dependent on humans for food and shelter




	 

	Faithful




	 

	Obedient




	 

	Manipulates humans by body language and eye contact




	 

	Humble (pleading expressions)




	 

	Does not mind losing face




	 

	Extrovert




	 

	Goes for walks with owner




	 

	Sees it as its duty to defend owner’s property against intruders




	 

	Hostile to cats and some other animals




	Cat

	Alliance with humans – tenuous




	 

	Less dependent on humans for food and shelter, but manipulative when it wants them




	 

	Fidelity questionable




	 

	Shows of affection sporadic




	 

	Often disobedient




	 

	Introvert, often inscrutable




	 

	Proud, never loses face




	 

	Demanding rather than pleading




	 

	Disdains dog’s obedience to and dependence on humans




	 

	Does not go for walks with owner




	 

	Does not see it as its duty to defend owner’s property against intruders




	Horse

	Alliance with humans




	 

	Dependent on humans for food and shelter




	 

	Stronger and bigger than humans but tolerates their dominance




	 

	Tolerance includes working, being ridden and perhaps raced




	 

	Usually friendly and approachable




	 

	Sensitive, often nervous




	 

	Good memory




	 

	Sociable, with a herd instinct





Table 1.2 Animal agendas

The three basic categories of human being have sharply contrasting lifestyles. There are over 200 separate nationalities and a greater number of regional cultures, but due to certain instinctive, geographical, and historical circumstances, people have chosen one of the three routes to organize life. Though many individuals and some nationalities are hybrid, there is a compelling common denominator of behavior in each category that makes them soul-mates and enables us generally to forecast what they will do. Thus the family has paramount importance in all Latin cultures but enjoys the same position in other multi-active cultures such as India, the Arab countries, and African societies. Truth is seen as scientific and unalterable in linear-active societies as far apart as the USA, Germany, and Australia. Courtesy and the concept of face are dominating features of reactive behavior all the way from Rangoon to Tokyo.

In general, human beings organize their lives around two core features: values and communication. These elements usually remain remarkably constant in a person’s behavioral make-up, principally because the human, faced with the trials and vicissitudes of life, is pushed strongly toward seeking security in traditional behavioral refuges. These are the cultural anchorages described in the Introduction.

Like mariners who consider they have found a safe anchorage, a cultural group is reluctant to relinquish it and is likely to retain their berth in it for centuries (or millennia). Seventh-century Norse Vikings interacting with the disciples of Mohammed would have found no more commonalities with them than do their modern counterparts. Experts on Chinese history affirm that the street scene in a rural Chinese town differed little in the twentieth century from one in the days of the Ming Dynasty.

The effective management of an international team requires team leaders to be acutely aware of the distinctively different life-organization styles in which each of the three categories is anchored. Unless they make certain concessions or adaptations regarding these lifestyles, discord will continually raise its head. On the other hand, equal awareness of the common denominators within each category will help in forecasting behavior.

The linear-active anchorage

Linear-active people believe that they can control life, taking basically rational decisions, using incontrovertible facts or logic. They make plans according to a time schedule that they draw up, believe in, and adhere to. They assume that all other people will recognize the same facts, accept and respect them, and make decisions in consequence. Linear-actives distinguish clearly between facts and human aspirations and, while not disparaging the latter, are reluctant to allow them to influence, interfere with, or distort linear reality. Success and prosperity are natural consequences of orderly, rational planning. Economic decisions are best kept separate from subjective feelings.
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Figure 1.5 The linear-active anchorage

Rules, regulations, and laws form a great part of the framework within which linear-actives operate and though these are recognized as man-made, they are seen as largely beneficial for the maintenance of an orderly society. Legal restrictions in such matters as taxes, traffic regulations, marriage, divorce, breach of contract, deceit, libel, piracy, violence, and so on should be applied to everyone without exception.

Linear-active parents are protective of their families and provide for their children in terms of both education and material support. The schooling they provide will enable their children to make their own way in life. Through hard work, law-abiding behavior, and general integrity, they will replicate their parents’ success. In order for children to have freedom of decision and to be able to develop their own initiative, the bonds between them and their parents tend to loosen after the age of 16. This contrasts sharply with the nature of familial bonds in multi-active and reactive societies, where there are years more dependence.

Linear-active people are largely influenced by Protestant values concerning the work ethic, honesty, strait-laced morality, and social justice. Human rights, democratic institutions, and respect for material advancement (including money itself) are important issues in linear-active societies. This implies hatred of debt and paying bills promptly.

Power distance is kept at a minimum, as adherence to facts and figures enables specialists to state their opinions boldly, even though they may contradict the opinions of superiors. Brainstorming sessions are consequently more successful in linear-active environments than in multi-active or reactive ones.

Pursuit of one’s career and the workplace itself are important stimuli for linear-actives and counterbalance the focus on the family, which is less intense than in the other two categories. Family issues are not closely intertwined with working life in linear-active societies to the extent they are in such countries as Italy, India, or China. The state and efficient officialdom earn more respect among linear-actives, who devote a considerable amount of time to institutions such as clubs, societies, and associations, as well as the company for which they work.

The multi-active anchorage

Multi-active people also believe that they can control life, yet less on the basis of applying facts and figures (which may not always be to their liking) and more through exploiting human hopes and feelings, using willpower, feats of persuasion, and often charisma. Multi-actives do not believe that facts based on scientific truth always correspond to reality. Multi-active truth is always contextual and is in the ear of the listener, just as beauty is in the eye of the beholder.

In multi-active societies, success and prosperity depend less on the work ethic in a rational framework than on human connections in a networking mode. Contacts are valued, both horizontal and vertical (across or up and down the hierarchy), and are often maintained throughout life by the demonstration of loyalty and closeness. As long as the strength of these bonds is reciprocated, loyalty will intensify to the extent that in the event of the friend committing a misdemeanor, they would be shielded against third parties, including the authorities or even the police. This behavior is sometimes described as particularist as opposed to universalist (the same rules apply to all).
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Figure 1.6 The multi-active anchorage

Laws and regulations are man-made in multi-active eyes. They are not necessarily disobeyed, but are often freely interpreted, “bent,” or circumvented as a matter of course. Basically, “the law is an ass.”

Multi-active people do not adhere to schedules, programs, and agendas with the dutiful fidelity shown by linear-actives. Multi-actives believe that good decisions, including business ones, are made at times that are optimal to the situation – for instance when people are in a good mood or momentarily inspired or stimulated. This moment may not necessarily coincide with a fixed meeting, deadline, or agenda. Consequently, punctuality and timekeeping are less important in the multi-active world than in the linear-active one. Linear-active people do not forgive this attitude easily, since they organize a significant part of their life and activity around time.
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Figure 1.7 The reactive anchorage

The reactive anchorage

Reactive people, many of whom are Asians, do not believe that they are in control of their destiny. They do not have the multi-actives’ faith in powers of persuasion (even less in charisma), neither do they see life in terms of the factual truth so adhered to and admired by linear-actives. For reactives, there is no absolute truth. Truth is invariably situational or contextual. Opposites (right and wrong, good and bad, black and white, appearance and reality) may both be correct at the same time. This reactive flexibility regarding the circumstantial nature of events may derive from religious or philosophical sources, superstition, or a combination of all three. It is based on humility regarding the (limited) power of the individual and an innate respect for the collective group, the forces of nature, and the “circular” rhythm of events (seasons, birth, death). Reactive people seek less to control events than to live in conformity with them (natural forces, historical developments, past precedents).

At the personal level, reactive people are polite and accommodating, prioritizing harmony of views over winning arguments. They invite interlocutors – especially foreign ones – to speak first and give their viewpoint. This enables them to modify their own stance and give a reply that will perhaps be less controversial or adversarial than an opening statement might have been. Reactives “look before they leap” and generally seek gradualist solutions, as opposed to linear-active quick “logical” ones or multi-active inspirational ones.

The communication challenge

One of the chief tasks of a team leader is to align the differing views of the members of the team. Certainly they must attempt to reconcile divergent values (such as directness vs. diplomacy, punctuality vs. a flexible attitude to time, scientific vs. contextual truth, and so on), but as the team will in the main be functioning orally, their first task will be to harmonize the communication styles prevalent in the three categories. Modes of communication are more readily visible (and audible) than core values; they present an initial, immediate problem to deal with and solve. However, with a little perspicacious guidance, team members are generally readier to adapt their modes of address than to abandon deeply rooted values.
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The three cultural anchorages correspond fairly closely to the three cultural categories. Within each category there is general agreement about how one organizes life and about what is important, very important, or, alternatively, trivial. Germans, Americans, and Norwegians see step-by-step planning as productive. Few Italians, Arabs, and Africans would ignore the importance of compassion. Face is vital to the existence of Koreans, Vietnamese, and Japanese. These categorical common denominators do vary slightly (or considerably) at the national level. The cultural habitat of Sweden is similar to that of Norway, but not quite the same. For instance, Norwegians like to think that they plan faster than Swedes. Chinese and Japanese watch their speech carefully to avoid anyone losing face, but the former are occasionally more direct than the latter, while Koreans can occasionally surprise everyone with explosive behavior. Spaniards and Italians are equally emotional about most things, but the former are touchier about national honor.

Lifestyles are grounded in the enduring cultural anchorages, but develop nuances, quirks, and idiosyncrasies as they filter down to national level, and exploit further divergence as they go through regional filters. Ethnic roots may come into play (Basques, Catalonians, Jews, Albanian Kosovars); in some countries, regional cultural traits may have geographical origins (China, Russia, United States) or historical ones (Iraq, Bavaria, Sicily, Nigeria). Some states maintain remarkably homogeneous national cultural habitats (Japan, Finland, Hungary, Australia).

Figures 1.8 and 1.9 give some examples of cultural variation in categories, sovereign states, and regions. It is useful for team leaders to know whether they are managing Castilians or Andalucians, Milanese or Neapolitans, Bavarians or Rhinelanders, Parisians or Marseillais, Californians or Kentuckians, Scots or English, mainland Chinese or ones from Singapore, Malaysia, Hong Kong, Indonesia, Thailand, or Canada!
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Figure 1.8 Examples of regional agendas
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Figure 1.9 Cultural anchorages, cultural habitats, and regional agendas
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The following case studies illustrate how two famous international companies faced the issue of cultural diversity in mergers and acquisitions. Americans and Germans both fall broadly into the linear-active category, but DaimlerChrysler failed ostentatiously in training its staff to cope with different cultural styles and habitats. KONE, on the other hand, exhibited singular adeptness at synergizing Finnish cultural traits with those of the numerous foreign firms it acquired.

DaimlerChrysler

In 1998 when the impending merger of Daimler-Benz and Chrysler was announced, it heralded the biggest cross-border industrial merger ever. The rationale was obvious. Chrysler was perennially third in the Detroit Big Three and, despite heroic efforts by CEO Lee Iacocca to revitalize the company, it struggled to maintain its productivity and world ranking. Daimler-Benz – more prestigious and dynamic – was essentially a specialist producer of premium saloons and had made few efforts to widen its product range and customer base.

The amalgamation of the two companies produced an industrial giant with global sales of more than $150 billion, making it fifth among the world’s car manufacturers. It was to be a shining example of what globalization could achieve for an adventurous group combining two well-established brand names. A smooth integration of the two famous corporations would enable the group to meet the demands of nearly all segments of the car market, and sales could be expected to increase exponentially.

That phrase “smooth integration” was a key challenge to Daimler-Chrysler as well as the route to success. Certain elements of the Daimler-Benz management were awake to the problems likely to arise in uniting German and American executives and workforces at various levels of activity and responsibility, since German and American mindsets and worldviews differ sharply. There are worse cross-cultural mismatches, but there are also better ones. Wisely, Daimler-Benz appointed a senior executive, Andreas Renschler, to supervise the integration. He had worked for several years in the United States and was sufficiently well versed in both cultures to foresee and hopefully circumvent the cultural difficulties that would undoubtedly present themselves.

We had worked with Mercedes executives and teams in the years between 1975 and 1995. Andreas Renschler contacted Richard Lewis Communications and arranged an initial meeting in Stuttgart to discuss training programs for executives who would be involved in the early stages of cross-border activity. We sent a three-person team to the headquarters in Sindelfingen, two of our English consultants who had lived in Germany and one German-American who flew in from New York. We spent the whole day with Renschler, an experienced and mature individual with a good grasp of cross-cultural issues and a keen insight into American and German behavioral patterns. We were joined during the day by a German HR team, assembled specifically to facilitate the merger.

Communication styles

We made a presentation predicting the likely obstacles in the way of developing a quick understanding. In the early stages of the merger, differences in communication styles would be the first major hurdles to be surmounted. In Germany the primary purpose of speech is to give and receive information. Americans are also factual, but use speech emphatically to give opinions and are more persuasive than Germans. In this respect they often employ hype, which Germans instinctively react against. Americans tend to evince optimism and put forward best scenarios. Germans are more comfortable with a cautious, somewhat pessimistic view that envisages worst scenarios. They want a lot of context before approaching any important decision. The let’s-get-on-with-it attitude of the Americans often increases German caution. “Yes, but what happens if…?” is a typically German attitude. Americans are anxious to expound the grand strategy and mop up the details later. They seek simplification of issues to clarify their route to action. Germans have a tendency to complicate discussion (“life is not simple, you know”).

Germans’ formality is evident in their style of communication. When meeting strangers, they usually enter a room with a serious look on their face, contrasting with the broad Hollywood smiles of the Americans. At this stage Germans may seem stiff and distant to Americans. Surnames are used for years and full titles are expected. Americans go for first names from the start and have an informal way of conducting a discussion, using slang, irony, and kidding, which disconcerts most Germans, especially senior ones. Germans are used to asking serious questions to which they expect serious answers. Americans, fond of humor, often reply in a rather flippant or casual manner. Germans fail to appreciate jokes, wisecracks, or sarcasm during a business discussion. Germans are not fond of small talk and often find Americans chatty. Charismatic Americans view Germans as lacking in charisma and perhaps dull. Germans in fact distrust charisma and instant smiles. As they generally think in silence, they are not sure how to react when Americans think aloud. Are they offering statements or suggestions, or are they trying to make their own mind up? Brainstorming is popular with Americans but less so with Germans, who would be reluctant to speak out in front of a superior. German ideas are expressed guardedly with considerable caution. American speech is quick, mobile, opportunistic. Germans seldom argue with a colleague’s remarks. Americans prefer a free-for-all discussion. Their speech is loaded with clichés (“Let’s get this show on the road,” “I can’t fly this by the seat of my pants”) or tough talk (“I tell you I can walk away from this deal”); both of these are absent from German speech. American agreements are usually reached by persistent persuasion in open discussion; Germans find agreement through thorough analysis of details, leading to clarification and justification.

Listening habits, too, are part of the communication process. How would Germans and Americans listen to each other? The American audience demands initial entertainment and tends to listen in snatches if they are not amused. The next phase is: “What’s new?” Time is money so get on with it. Don’t complicate issues – tell it like it is! Slogans and catchphrases are readily absorbed by Americans; Germans don’t use them.

The German listener does not yet wish to know about the present; the past must come first. Consequently, all the context leading up to the deal must be gone into. When this need has been satisfied, then one can describe the present situation, before edging cautiously forward. Questions in the mind of the German listener are: “Does this sound too simple?” “What happens if…?” “Am I getting the hard sell?” “Aren’t we rushing into things?” “Can I have more (technical) information, please?”

Other differences

Diversity in communication styles was likely to lead to early misunderstandings in the merger, but later procedural and structural differences would raise their heads. US corporations usually have strictly centralized reporting. Large German companies often feature decentralization and compartmentalization. Each department reports vertically to its head. Horizontal communication across departments at different levels is practically taboo. Departmental rivalry is much more acute than in the US. In this area, German managers tend to be extremely touchy. Americans are more thick-skinned. Americans go from office to office in a gregarious manner. German offices are strongholds of privacy, usually with doors shut. American managers chase their staff around the building exchanging views (“Say, Jack, I’ve just had a great idea”). Germans, by contrast, like to do the job on their own, no monitoring until the end of the day. American managers like to shower good executives with praise (“You’re doing a heckuva job!”). German staff expect no praise from the boss; they are paid to do the job efficiently.

Germans are class conscious. Senior managers are usually intellectuals. In classless America intellectuals are often called “eggheads.” American managers speak out loud. Senior Germans command in a low voice. Americans prize spontaneity, flexibility, and adaptability in reaching their goals. Germans give pride of place to well-tested procedures and processes. If these structures have brought the company so far, why change things?

Renschler and the Mercedes training officers concurred with the points made in our presentation. What should be done in terms of training to facilitate the merger? Our basic reply was that many mergers fail because neither side is sufficiently versed in the historical values, core beliefs, communication patterns, behavioral habits, and worldview of the other. Training would address these issues systematically according to the model we would put forward. An important target in such training is to make one side like the other, which transcends simple knowledge of the other culture.

It was agreed that we would refine our training model to fit the proposed merger of the two companies and would return to Stuttgart a month later with a detailed program.

The training model

When we returned the following month, Renschler had assembled a somewhat larger HR team (six or seven people), including one professor from “DaimlerChrysler University.”

They had formed executive teams to tackle various projects in the merger. In Stuttgart the teams consisted largely of Germans, with a sprinkling of Americans and British. Other teams, with more American members, were being formed in Detroit.

Our model envisaged a six-month training period in which teams would be exposed to full-day seminars, workshops, special briefings, and a home-study program. We formalize cross-cultural studies under the following subheadings:

Culture – general
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Culture – communication
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Culture – interaction
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Renschler and his committee were sufficiently pleased with the program. It was agreed that 50–60 percent of the activity would be carried out in Stuttgart, with the aim of familiarizing the largely German teams with American mindsets and business culture, and similar “mirror” seminars would be held in Detroit to help Americans understand Germans. The emphasis throughout would be the fostering of a favorable view of the foreign partner.

As we all agreed on general principles, we discussed a starting date with Renschler. In view of the urgency of the consummation of the merger, he was anxious to begin as soon as possible. There was only one obstacle: the program would first have to be approved by DaimlerChrysler University. The professor on our committee promised to submit the proposal the following week. Soon after, Renschler changed jobs. We never heard from DaimlerChrysler again.

The aftermath

Five years later, after addressing the annual conference of the G100 group in New York, I attended a cocktail party hosted by Jack Welch and Raymond Gilmartin. At this function I met a German DaimlerChrysler board member who had been one of the first Germans to be sent to the United States, where he had worked from 1998 to 2003. He gave me an account of what happened after the merger was completed. The time taken by DaimlerChrysler University to consider the content of a cross-cultural training program resulted in most executive teams being sent from Stuttgart to the United States with no training at all. The cultural clashes we had forecast in 1998 took place in the first few months of joint operations. Differing behavioral habits and attitudes irritated both sides; a situation that was exacerbated by maintenance of the fiction that the amalgamation was a merger of equals while in fact it was nothing of the sort. Daimler could not afford a merger with a jointly owned company based in the Netherlands, since this would have triggered a huge tax charge. This meant that Chrysler had to become part of a German Aktiengesellschaft. It was in fact a quiet takeover, in compensation for which the Chrysler shareholders were paid a 28 percent premium over the then market price. Keeping the merger story going was relatively harmless in itself, except that American staff continued to believe that there would be “joint control.” It took years to achieve any measure of integration of the two different ways of working. Neither side had been given time or training to study the other’s mindset.

It is true that the Germans learned to be less formal and to cut down on paperwork; the Americans, for their part, learned more discipline in their meetings and decision making. German and American commonalities such as work ethic, bluntness, lack of tact, a linear approach to tasks and time, punctuality, following agendas, results orientation, and emphasis on competitive prices and reliable delivery dates created a potential modus operandi, but the two different mindsets led to irritation and misunderstanding on both sides.

The German board member listed dozens of incidents. He opined that the Americans he was working with showed a complete lack of understanding of German values, methods, and working culture. They found that Germans shook hands too much, were often too intense, and followed rigid manuals and rule books that deflated American spontaneity. German meetings were boring, American meetings were exciting; the German drive toward conformity clashed with American invention, innovation, and opportunism. Germans adhered to old traditions and well-tried procedures; Americans preferred a DIY ambience. The Germans who stayed on sought deep friendships, not segmented ones like the Americans (tennis friend, bridge friend, drinking friend, and so on). Americans got annoyed by the German habit of offering constructive criticism. Half the time Germans and Americans just talked past each other. Germans took long holidays, unthinkable in American eyes, especially when there was a crisis, but when difficulties arose, who was in control?

For a year the group had two chairmen, Jurgen Schrempp from Daimler and Bob Eaton, who had been boss of Chrysler. Within a year Eaton was fired and his American successor lasted less than 12 months. DaimlerChrysler’s share price fell from $108 in January 1999 to $38 in November 2000. Nobody was quite sure how the combined companies should be run. Cultural differences led to divisions of opinion and methods at all levels. In German eyes, Chrysler was a company with problems in every department, not least productivity. Each vehicle took Chrysler 40 hours to make; Honda and Toyota produce a car every 20 hours. The Germans, with their emphasis on quality, found Chrysler quality control way out of line. Even worse, there was no plan in place to improve it. Chrysler swung from a profit of $2.5 billion in the first half of the merger year to a loss of $2 billion in the second.

The German solution was to import a crack German executive, Dieter Zetsche, to apply German principles to the problem. He set a target of 30 hours per vehicle in 2007; in a five-year plan he slashed spending from $42 billion to $28 billion; he brought new models forward six months more quickly; he shut six factories and cut 45,000 jobs, one third of the total.

Under Zetsche’s efficient control, in 2006 Chrysler was perhaps the healthiest car company in Detroit. However, a second important factor emerged from the troublesome acquisition of the American company. The Germans had made the initial mistake that, in order not to be seen as heavy-handed, they had “stayed away” from Detroit. For this reason it took them two years to get to grips with the American company’s fragility. Then, when Zetsche concentrated all out on rescuing his ailing colleague, Daimler itself slipped badly. Neglect led to its reputation for quality being dented by unfavorable consumer reports and the company’s move down market into Smart cars piled up huge losses.

Ironically, Zetsche himself was moved back to Germany to assume control of the whole group. It was now the turn of the German end of the DaimlerChrysler group to undergo painful restructuring, similar to that which took place in the last four to five years in Detroit. Zetsche joked that since a Chrysler boss (himself) was now running the show in Stuttgart, everyone could at last see clearly that it was a takeover.

KONE

KONE is a highly successful Finnish manufacturer of elevators and escalators. Today over 50 percent of the company’s sales come from maintenance and modernization of elevators, escalators, and automatic doors. It embarked on an ambitious program of internationalization at the beginning of the 1970s, buying elevator companies in France (Westinghouse), Germany, Belgium, Italy, Spain, and Austria. It was the first Finnish company to internationalize on a big scale, though Nokia soon followed. The company was controlled principally by the Herlin family. Pekka Herlin and his son Antti are two of the best-known figures in Finnish industry. The current CEO, Matti Alahuhta, is a former prominent Nokia board member who joined KONE in 2005.

In the 1990s, KONE’s state-of-the-art machine-roomless Monospace elevator technology was the envy of companies around the world and became sought after by numerous enterprises. One of these was Toshiba, a giant Japanese conglomerate in the field of consumer electronics. Toshiba had long been a household name in Japan and produced everything from advanced electronic and electrical products, information and communications equipment and systems, electronic components, and materials to household appliances. It also produced elevators, but in this area Toshiba was small compared with keiretsu rivals such as Hitachi and Mitsubishi, which enjoyed dominant positions in the Japanese elevator market. It had of course occurred to Toshiba that if it could obtain exclusive use of KONE’s technology in Japan, it could make rapid inroads into the market and soon become a big player in a country famous for its extensive construction activities and burgeoning skyscrapers. KONE, for its part, was well aware of the power of the Toshiba name and its financial muscle, which would greatly facilitate KONE’s entry into a difficult market.

Initial contacts between the two companies began as early as 1995, when KONE agreed to supply Toshiba with hydraulic elevators for the Japanese market. An early boost to Finnish–Japanese relations in the industry occurred when the Tokyo Metropolitan Subway construction company ordered 57 KONE Monospace elevators for a new subway line to be constructed in Tokyo. KONE supplied the elevators, both companies cooperated on the installation, and Toshiba took responsibility for maintenance.

Clearly, a joint venture or at least some form of technical agreement beckoned. In 1998, Toshiba invited KONE to send a team out to Tokyo to discuss possibilities. KONE’s executive board, who rarely did things by halves, decided to go almost en bloc. I was invited to accompany them as cultural adviser. Three or four engineers made up the party. The then KONE chairman, Anssi Soila, led the group, which also included Klaus Cawén, the head of M&A and Strategic Alliances, who, like the Herlins and myself, was a keen yachtsman. KONE executive board members included English, French, German, and Swedish speakers. No one except myself spoke Japanese, although I made it clear that I would not use my less than perfect Japanese in any negotiation. Toshiba, in any case, would carry out the talks in English.

On my advice, Soila agreed to avoid meeting any Toshiba representatives during our first full day in Tokyo, where we were comfortably installed in the Okura Hotel. He telephoned the MD of Toshiba Lifts, announcing our arrival, and suggested a brief cocktail encounter on the following day around 6 pm. This gave us almost two full days to rehearse our line of approach and procedural tone, so important in far eastern business.

The dozen of us sat all day in one of the Okura’s meeting rooms, going over the rituals and pitfalls of the Japanese business scene. The advice I gave them was the same as the routine instructions we gave for five years to visiting US delegations when I was committee chairman for the American Chamber of Commerce in Japan (ACCJ). It went as follows.

A Japanese company with which you envisage doing business in Japan, whether it be in the form of a joint venture, merger, acquisition, or a technical or trading relationship, will have no desire to start talking business with you soon after arrival. For the first day or two, its main concern is to see that you are comfortably accommodated and have the chance to settle down quietly in a strange environment.

The second or third day after your arrival, the Japanese company will invite you to lunch or dinner at its expense and at a venue of its choosing. There will be a choice of Japanese or western food. The meal will last almost exactly two hours and the Japanese will conclude it by standing up and thanking you for coming. During this first meal or meeting, you must on no account discuss business. There might be the vaguest reference to a future relationship, but in fact it is better if you say nothing at all in this respect.

The purpose of this first meeting, especially given its social nature, is for the Japanese side to have a look at you and begin the slow process of “getting to know you.” Their conversation will consist of a string of platitudes that have no meaning except to contribute to the harmony of the occasion. You are also expected to say pleasant things to them – golf, sport in general, weather, celebrities, architecture, art, and culture are all safe subjects. The more mundane the conversation, the better. What you say has no importance; how, when, and why you say it are noted more carefully. The Japanese side will be watching you more closely than listening to you. Facial expressions, body language, and general manners – especially courtesy and gentleness – will automatically be noted. Even your physical characteristics will be recorded. Japanese can be uncomfortable sitting close to westerners who are too big, too hairy, or with carrot-colored hair. At all events, what they are doing is trying to make up their minds whether they feel at ease with you and whether they believe they can do business with you over the next 20 years. They think long term.

I told the KONE group that they had several strong cards in their hand. Finns are quiet (almost as much as Japanese), are modest and hardly ever pushy. They are able to convey an air of reliability, even when they remain silent (which the Japanese enjoy). They are not as palpably courteous as the Japanese (who is?), but this is only because they are often too direct in their pronouncements for Asian tastes. However, the Japanese are used to this from their dealings with Americans. Finns are good listeners, which wins many points in Japan. They are also relatively patient. Finnish body language is somewhat similar to Japanese (minimal, virtually nonexistent) and this also puts the Japanese at ease (they get alarmed at Latin or Arab gesturing). In other words, I told them, behave in the quiet manner that is typical of you.

When the second, slightly more formal meeting with Toshiba arrives, don’t launch into negotiation even then. On this occasion one acknowledges that there is possibly an agreement in the offing, and that perhaps there are good prospects of fruitful cooperation, but this must be referred to as background scenery, not looked into in any detail at this point. In the ACCJ we found it almost impossible to stop American teams discussing profits, market share, or mechanics of control at the second (and even first!) meeting. This is the American man-of-action way. The Finns are also men of action, but they found no difficulty in putting the brakes on their approach. They even liked the Japanese style.

The KONE team that was drinking in this advice did not consist entirely of Finns. It was one of the most diversified groups I have worked with at board level and consequently was admirably equipped to combine worldviews and perspectives. Its members were as follows:

[image: image] Anssi Soila, President

[image: image] Lauri Björklund, SVP, Purchasing and Manufacturing

[image: image] Klaus Cawén, SVP, General Counsel (Finn-Swede)

[image: image] Michel Chartron, SVP, Service Business (French)

[image: image] Jean-Pierre Chauvarie, Area director, Europe (French)

[image: image] Jussi Itävuori, SVP, Human Resources and Communication

[image: image] Raine-Peter Joutsen, SVP, New Elevator Business (Finn-Swede)

[image: image] Pekka Kemppainen, SVP, Technology

[image: image] Heiko Körnich, SVP, Escalator Business (German)

[image: image] Trevor Nink, Managing Director, KONE Elevators Australia (Australian)

[image: image] Neil Padden, Area Director, Asia Pacific (British)

[image: image] Aimo Rajahalme, SVP, Finance

[image: image] Helena Terho, SVP, Quality

[image: image] Stefan Björkman, Managing Director, KONE Japan (Finn-Swede)

In the ample time we had available, I was able to describe in some detail to the KONE team the different stages of the Japanese approach to negotiation and reaching agreement. There is a series of preliminaries that must be gone through with sizable Japanese companies:

[image: image] The Japanese side hosts visitors at lunch or dinner. Present will be the “contact man” who will attend all meetings. There may be an interpreter and one senior VP. No business is discussed.

[image: image] A preliminary meeting with the contact man plus several (new) probably technical Japanese. The background to the deal is discussed in a tentative manner, covering such topics as the market in general, its current state, and competition.

[image: image] The first long meeting at which a very senior Japanese will be present, possibly the president if the western company is considered important enough. The purpose of this meeting is to establish the relative status of the major actors on both sides. Being tested are personal reputation and connections, company reputation and connections, size, compatibility, who are opposite numbers, who and what are best, levels of courtesy, pecking order, skill in face protection. The Japanese seek to find out which westerner is best to deal with.

[image: image] The next meeting is the one that westerners would regard as the first real business meeting. It is largely technical, inasmuch as the mechanics of cooperation and progress are discussed (still in a rather tentative manner). Obstacles and possible difficulties are raised at this point (politely by the Japanese, more openly and directly by westerners).

[image: image] The fifth meeting may be a prolongation of the fourth, but is most likely separate. This is for position taking. The Japanese will try to establish the western side’s position on the main principles, areas of difficulty, and possible sensitive issues. What are the sticking points? The westerners are asked to state their position first and the Japanese will modify theirs to suit.

[image: image] Negotiating can begin based on each side’s knowledge of the other’s positions. Westerners will try to establish who is right or wrong, what is good or bad. Japanese steer away from these (sweeping, hard-and-fast) concepts, not normally seeking western logic. Instead, their thought moves toward an objective in a sort of spiral. Westerners are confused by frequent non sequiturs. Westerners use argument and counter-argument, evidence, facts and explanation, tackling problems and seeking solutions. Japanese avoid taking sides, counter-argument, and any kind of confrontation. They seek agreement not by proving a point but by “zoning in,” in ever-decreasing circles, on what appears to be a mutually congenial state of affairs. Argument itself, in Japanese eyes, is seen as a scattered number of points that, through discussion, gradually converge and eventually unify.

This last area proves most difficult in general for Finns. Their tough history has given them a keen sense of right and wrong, so they need to adapt to the Japanese way of thinking. However, a strong Finnish concept is that you don’t twist anyone’s arm or try to impose your will on someone else. This principle is shared by the Japanese.

The KONE team consisted of a balanced group of individuals who were both perspicacious and experienced. Like many Finnish business people, they were open to new ideas and concepts, unencumbered by the manuals, systems, or bureaucratic rigidities typical of some traditional European firms. They could “think outside the box.” Finns are noted for their frequent originality, inventiveness, and willingness to accept (and perhaps modify) ideas from others. KONE, with its technical innovations and forward-looking executives, has been able to turn out effective international teams whenever the need has arisen.

The subsequent meeting with Toshiba went well and, after going through the various rituals described above, the two companies agreed to form a strategic alliance. As a first step, KONE granted a license to Toshiba to manufacture machine-roomless elevators in Japan based on KONE’s Monospace technology.

The alliance was not long in bearing fruit. The KONE team had its eyes not only on the Japanese market, but on Asian markets as a whole. In 1999, one year after clinching the strategic alliance, Toshiba won an order to supply 61 elevators and 50 escalators to the world’s tallest building, the Taipei Financial Center in Taiwan. In addition to the world’s fastest elevators designed and manufactured by Toshiba, the delivery included 37 elevators powered by the coveted KONE MX40 and MX100 elevator-hoisting machines.

The KONE team has always shown willingness to learn from the company’s partners, too. They agreed to start using Toshiba inverters for their own high-rise elevators, and soon after collaborated closely in product development to launch an innovative global escalator.

Cooperation continued apace. In 2001 the two firms signed an agreement to strengthen the strategic alliance through an exchange of shares in KONE Corporation and Toshiba Elevator and Building Systems (TELC). KONE acquired a 20 percent share in TELC, which acquired a 5 percent share in KONE. Board directors were exchanged and the forward-looking Klaus Cawén and Pekka Kemppainen joined the TELC board.

In 2005 a joint venture company, KONE TELC Industries Co. Ltd (KTI), was formed to manufacture escalators jointly in China. KONE owned 70 percent of KTI and TELC 30 percent.

In 2008, 10 double-deck elevators were installed in the Broadgate Tower in London. These were the first double-deck elevators in the world to utilize KONE’s Destination Control System. After this start, KONE won major double-deck elevator projects in Shanghai, Abu Dhabi, London, and Chengdu. Further success in Japan followed the latest MX hoisting machine versions matching new Japanese safety codes. Big strategic issues in the alliance continued to be considered.

KONE celebrated its 100th birthday in 2010. What enabled a tiny Finnish company to develop into one of the few global players still going strong after four decades of ruthless consolidation and merging the elevator and escalator industry? From where emanated the courage to take on the once-undisputed giants in the field in the USA, Germany, Switzerland, and elsewhere?

The answer is found to some extent in the foresight, toughness (sisu), long-term planning, and pragmatic focus of the Herlin family, who for four generations took the company through two world wars and numerous industrial depressions. Their worId-wide success could, however, not have been achieved without the ultra-keen, international outlook that has characterized the company since the 1950s, and especially from 1968 to the present. The international team I collaborated with on the 1998 Toshiba venture opened my eyes to this particular KONE strength (exercised at executive board level). Figure 1.10 illustrates KONE’s ongoing commitment to this approach.

Of course, Nokia followed this example and its global success is only too well documented, but KONE’s early lead in committing itself to international exploration and growth, principally through acquisition, has few parallels not only in the Nordic region, but in the world at large. (Naturally, acquisitions made in the twentieth century by American conglomerates outnumber all others, but they were largely on account of financial muscle, whereas KONE started acquiring rivals considerably larger than itself.)

KONE shocked the Finnish business community in 1968 when it bought Asea-Graham, Scandinavia’s market leader in elevators. Acquisitions in France, Germany, Austria, Spain, and the UK followed rapidly, leading up to the purchase of Westinghouse Europe in 1975. In 1979, after this intense period of internationalization, 80 percent of KONE’s revenue came from abroad! I was involved with the company’s international training at the time and its executives were whizzing in and out of our language training center as if it had a revolving door.

[image: image]

Figure 1.10 KONE: Growth through acquisitions

Training was only one of KONE’s secrets. From the outset its acquisition teams approached purchased companies with humility, in line with the Finnish trait of being willing to learn from others. Not only was KONE in some cases buying firms larger than itself, its executives, like many Finns, had a healthy respect for the positions and achievements of companies belonging to bigger economies than Finland. Consequently, they made it a principle to give considerable leeway to local management. “Local excellence” became one of their slogans, giving credit to the people on the spot in terms of knowing the market and local idiosyncrasies in commerce. KONE managers did not arrive with the heavy feet typical of many of their US or German counterparts. Finnish international teams have a reputation for being not only humble but also agile and adaptable.

Growth from acquisitions meant that KONE also imported cultural baggage along with the company operations. Local managers were respected, retained, and often fully integrated in the adventurous KONE mentality. The aim was to be the “best in town,” and local excellence backed with “global resources” became the firm’s organizational philosophy. As early as 1972, Herlin stated, “there is no way that problems spread all over the world can be solved from Helsinki.” The company’s respectful approach maintained much of the touch and feel of the best features of acquired companies and certainly minimized customer flight.

The acquisition strategy had many merits. The number of competitors was reduced. KONE’s private ownership avoided bureaucratic delays. KONE’s management is essentially nimble, frequently profiting from economies of scale. These were enhanced by the acquisition of companies with similar technical issues: cranes, container handling, load handling, forest machinery, shipboard cargo handling. After the purchase of Montgomery and O&K Rolltreppen, KONE found itself the world leader in the supply of escalators and auto-walks (with a 20 percent global market share). Service and maintenance divisions, based on the Finnish reputation for quality, have contributed significantly to KONE’s profitability. “Care for life” is its slogan in this area.

As the first non-Japanese lift company to penetrate Japan and then China, KONE made a big hit and took a new direction. For instance, half of all escalator orders in the world now originate in Asia, where KONE’s Kunshan factory is continually being expanded. The company’s ability to retain its preeminence in its cluster of industries is unquestionably due to its creation of enterprising international teams that greatly strengthen cooperation between local outfits (China and France, for example) and global HR.

Matti Alahuhta, KONE’s dynamic CEO, who joined the company from Nokia in 2005, touched on the human elements of collaboration where Finnish humility and relaxed management gained the trust of other nationals. The cooperation between local and global teams was made very close and intensive and best practices were shared everywhere. This led to rapid acceleration of growth, for instance in China, where one Finn and one American worked hand in glove with a raft of Chinese managers. Nationality within KONE does not count, Alahuhta pointed out, adding that humor is often introduced in team meetings. In his view, it was important also to have fun!
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