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Topic 14
International Operations Management
[concerning sagging U.S. productivity] “I don’t think it’s labor productivity that’s a problem. It’s management. …Management hasn’t been sharp enough or hungry enough or lean enough. It’s overstaffed. It concentrates on one-year goals, which is costly. It’s not close enough to labor to understand labor’s problems. It’s insulated from what goes on in the world, even from what goes on at home. It’s not as innovative in working on new ideas and generating money for research as the Japanese.”

Former U.S. Commerce Secretary Malcolm Baldrige

Overseas Manufacturing
Advantages

· Easier market penetration

—decreased trade barriers (tariffs or quotas)

—reduced customer aversion to imports

—better understanding of local market

· Cheap labor

· Cheaper logistics costs (transportation and inventory)

· Avoid exchange rate risks

Disadvantages
· Relinquished proprietary technology

· Exploitation by the foreign government after the plant is built, e.g. nationalization

· Alienation of home-country customers and employees

· May develop future competitors

· Reduced response time for the home market

U.S. Cross-Cultural Sensitivity Challenge

1.
Coors put its slogan, “Turn it loose,” into Spanish, where it was read as “Suffer from diarrhea.”
2.
Clairol introduced the “Mist Stick,” a curling iron, into German only to find out that “mist” is slang for manure.  Not too many people had use for the “manure stick.”  

3.
Scandinavian vacuum manufacturer Electrolux used the following in an American campaign: Nothing sucks like an Electrolux.  

4.
The American slogan for Salem cigarettes, “Salem-Feeling Free,” was translated into the Japanese market as “When smoking Salem, you will feel so refreshed that your mind seems to be free and empty.”
5.
When Gerber started selling baby food in Africa, they used the same packaging as in the U.S., with the beautiful baby on the label.  Later they learned that in Africa, companies routinely put pictures on the label of what’s inside, since most people can’t read English.  

6.
Colgate introduced a toothpaste in France called Cue, the name of a notorious porno magazine.

7.
An American T-shirt maker in Miami printed shirts for the Spanish market that promoted the Pope’s visit.  Instead of, “I saw the Pope” (el Papa), the shirts read, “I saw the potato” (la papa).

8.
In Italy, a campaign for Schweppes Tonic Water translated the name into “Schweppes Toilet Water.”  

9.
Pepsi’s, “Come alive with the Pepsi Generation,” translated into, “Pepsi brings your ancestors back from the grave,” in Chinese.

10.
Frank Perdue’s chicken slogan, “It takes a strong man to make a tender chicken,” was translated into Spanish as, “It takes an aroused man to make a chicken affectionate.” 

11.
When Parker Pen marketed a ball-point pen in Mexico, its ads were supposed to have read, “It won’t leak in your pocket and embarrass you.”  Instead, the company thought that the word “embarazar” (to impregnate) meant to embarrass, so the ad read, “It won’t leak in your pocket and make you pregnant.”  


Japanese Firms – General Characteristics
· Intense domestic competition makes the survivors strong international competitors

· Factories are very clean, quiet, and orderly
· Much production equipment is designed and /or built in-house
· Low inventory levels

· Goal of zero defects (trust in equipment)

· Quality due to more than Quality Circles
· Mgrs. & workers wear same company uniform

· Firms tend to favor nearby suppliers even to subsidize their formation or relocation

· A general cooperative spirit exists among managers, workers, suppliers, and customers.

· Supervisors are expected to “entertain” their workers after hours

Japanese Approaches to Inventory Reduction

· Standardize parts (commonality)
· Increase delivery frequency
· Reduce setup times/costs and lot sizes
· Freeze the schedule
South Korea
· Major international player in some industries, e.g., cars, ships, electronics.
· Relatives and friends often hired to develop a sense of family on the job

Korean Workers

· Good benefits (food, dormitories, medical care, college tuition for children)

· Often work > 60 hrs. per week and during holidays

· Low turnover rates

· Few layoffs

· Lower pay than in West

· Workers feel very responsible for the company’s performance

· All work is closely supervised

· Not much job rotation outside of functional areas

· Work and private life sometimes mixed-some supervisors act like parents

Traits of Successful German Firms
· Maintain technical strength throughout the managerial hierarchy

· Apprenticeship system (perhaps best in the world) provides skilled workers 
· Intense product and customer orientation (tailoring and after-sales servicing)

· Willing to accept lower profits to ensure long-term survival

· Managers rewarded for engaging in activities with long-term payoffs

Economic strength of Germany lies in its heavy industrial sector.

Characteristics of German Workers

· Low turnover rate – many stay with the firm for life
· Low mobility (managers and workers)
· High absenteeism
· Well paid 
· Most trained as apprentices
· Stronger bond with management than in U.S.
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