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Development of regional synergies is a major article of faith for multinational companies, and is the focus of great deliberation and planning. All too often, however, the wish to succeed falls victim to nationalistic and organizational realities.

The
 Wish 


The planning process designed to achieve the potential synergies of a geographical region typically includes the following objectives

Simplify the reporting system and enhance communication

Regional Offices now, are generally located in a strategic locale that gives immediate access to, and a close experience of, the business activity  in the region.  This was not necessary the case in the beginning when the Regional Divisions were located in the Headquarters.  Soon it became evident that mastering information and making decisions related to foreign cultures were significant challenges and that geographic distance hindered corporate and customer communication.   The result:  the organization established a deliberate presence in the region to enhance the organizational dynamics, particularly communication.

Unify diverse administrative processes into one efficient dynamic system

To reinforce the corporate culture throughout all regions, and to facilitate the administrative process, the MNCs emphasized the importance of unifying global polices where feasible. especially human resource policies, accounting and IT. The wish to simplify met huge obstacles, as is evident in the words of Jacques Nasser, CEO of Ford Motor Company,  which had multiple accounting activities around the world “There were fifteen in Europe alone. The regional model got it down to four: one in Europe, one in the United States, one in the Asia-Pacific region, and one in the South America region.” This organizational model was based on the assumption that geographically close countries are also culturally close, and that processes that are demonstrated as highly effective in one region are more likely to work in another.

Generate better market coverage through the development of corporate clients

This is one of the least exploited aspects of the regional synergy model. This is ironical since the MNCs constantly look how to achieve economies of scale in other areas. Conceivably, the synergy should enable the sales force of one country to cooperate with the sales force of a neighboring country to serve the same customers.  This cooperation requires alignment on quality, service, pricing and support. Without this common understanding and cooperation sales forces which should dovetail their efforts can find themselves in a position of competition which can only sow discord between the affiliates and confusion in the mind of the customer. 
Rationalize costs developing regional vendors

A potentially powerful organizational synergy is achieved when vendors are developed as corporate or regional suppliers, thus competing with the best in the region. Better quality and price is the double organizational outcome of the situation, and the winners are threefold: the vendors, the customers, and the cost- savings of the corporation.

One client had operations in The Netherlands, Germany, France, Ecuador, Canada and the United States.  Each of these locations had separate procurement teams purchasing raw materials around the world – from a variety of suppliers or from the same supplier at different prices..  And each of them was negotiating a separate ‘deal’ without sharing or coordination.  Once they began to work regionally and cross-regionally on a global procurement strategy they were able to save over $3 million dollars in raw material costs during the first year alone.  
Institutionalize the organizational knowledge

An organization’s ability to learn faster than its competitors can be its sole sustainable advantage. For this reason it is essential to harness all corporate knowledge in pursuit of organizational synergy. It is important therefore to ensure a deliberate flow of information throughout all regions.  This communication dynamic occurs between functional areas of different locations and cross-functional areas as well. The members of the organization have to learn from shared successes and failures. Exchange of knowledge becomes a critical path to be a learning organization, enabling the individuals to continually revise and improve actions and decisions..

The barriers

Unfortunately, the wish for regional organizational synergy is often unmet. There are several obstacles that transform the wish into a myth. 

· The primary challenge rests on the assumption that geographical closeness makes for improved understanding. To speak the same language or to belong to a similar ethnic or cultural group is assumed to foster communication. The converse is often true.  It is easier for human nature to accept and tolerate those who are “very” different, than those where the differences are only subtle. The very existence of similarity invites a search for differentiation, and the result is a strong attempt to show and defend one’s own values and habits with pride. 

· The wish to find “the best process” or the best vendor for a region is often thwarted by intense feelings of ownership making the acceptance of decisions very difficult• Holding on to the “way we do things here” becomes important as a symbol of knowledge (“we know how to do our work”), of power (“we prefer that others adopt our way”) and, of pride. (“we don’t need others’ viewpoints”). The avoidance of disclosing information is a safety measure:  escape exposure to criticism and hearing that there are “better” ways of doing the work.  Interestingly, most meetings of regional leaders are designed to report success stories, while little brainstorming or exchange of ideas takes place. As a result, little learning is generated and the wish for a regional dynamic organizational synergy is not found.

Leaping over the barriers 

To overcome the myths, and to hurdle these barriers, organizations have clear actions to take to transform a potential synergy into a high impact asset.

The systemic regional organizational model is not achieved by an inspirational speech nor a strategic decision cascaded down the organization. It begins with a clear vision, and is then built step by step.

There are several key leverage points available to organizations’ intent on optimizing their regional synergies

Strengthen the organizational network

People build more collaborative relationships when they interact face-to-face and when they work together on a common challenge. Further, working together heightens understanding and generates creative solutions by engaging differing regional viewpoints. The work, to be effective, should contain the following ingredients: 

a)  cross-functional and cross-cultural teams that work on current business issues

b)  provision of ‘just in time’ tools, concepts and techniques that can help the teams immediately, as well as back on the job

c)  the teams participate in setting regional objectives 

d)  participants have a voice in preparing the agenda

e)  they set clear and explicit norms  for working together

f)  people learn to listen to each other, plan together and make collective decisions

g)  they learn to discover and appreciate differences

h)  they feel ownership of the vision and specific tasks

i)  there are opportunities to make requests and receive feedback

j)  the regional leader and his or her team develop a ‘contract’ (list of expectations) between themselves that empower both parties – team and leader

k)  they exchange success stories that build the organizational knowledge bank and promote replication across the region

l)  they take time to get to know one another personally and professionally so that a vibrant virtual network continues beyond their regional meetings

Develop a systems perspective 

There are numerous ways to develop a systemic view of the business. The choice goes from a “teaching” approach  (courses, speeches, internal communications briefings) to “experiential ones” (working on real business challenges, job rotation, cross regional and cross functional coaching, personal coaching and mentoring, project work).

Adopt a consistent reward system

Develop cross-regional incentives, both intrinsic and extrinsic, to ensure organization-wide cooperation. Don’t expect your country managers to act for the benefit of the region if their rewards both monetary and symbolic are based on the performance of their country alone. Align your talk with your walk so as to generate a single bottom line mentality 

Promote communication

The exchange of information has to be promoted constantly, by creating channels and processes that make this easy and possible. Communication content must be carefully selected. Who needs this information? Who may find it useful?  Circulation of data is not communication. Promote two-way communication by asking questions and inviting feedback.

Regional synergy is a wish that often reaches unrealistic proportions.   The organization willing to follow these steps will see that wishes are granted and synergies realized.
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“I’ve just held a regional meeting with my HR directors across Asia Pacific. While we worked on our HR agenda and regional priorities we received coaching on our teamwork skills. We not only produced a better plan but we also acquired some simple and effective learning tools that we can use everyday. In addition, I now have a clear and explicit ‘contract’ with my team on what they can expect from me and what I need and want from them and vice versa. We also shared success stories. This has helped all of us enormously. We’re energized and aligned.  We all feel like we are a high performing regional team.” Andrew Webster, HR Director for AstraZeneca, Asia Pacific.
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