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Preface

In 2011, as IBM was planning to commemorate its 100™ ammiversary, it stuck me that there were
dramatic parallels betwresn the company’s ransformation over 10 decades and the way m which
the global economy had been transformed over the same peniod. Both had benefited from an
expansion of economic growth, and an increase in Iving standards, that was without precedant m
hwman history. This progress had been greatly enabled by the mtegration of global seciety and
through the power and prevalence of mformation technology.

Today, global economme imtegration presents encrmous opportomty for the future of business and
soctety. And while many poimnt to the risks of this integration, the more pressmg and more
pragmatic questions to me are the followme: How do we deal with the future? Do we embracs
17 Or do we cling to the past?

I felt the best way to advance this conversation would be through the ayes of busmess. Why?
Becauze businesses are not hypothefical — thew are living, breathing enfities that face new
challenges every day. And they mmst meet theza challenges pragmatically if thewv are going to

OVIVE.

My aim 1= to offer a personal perspective on an important moment — the emergence of the first
truly global economy and society. I begm by describing how countries throughout the world
have achieved deeper levels of mtegration over the past two decades, creatimg the first fruly
global era in human history, This mtegration presents opportumities and challenges for
compantes evervwhere. The fimdamental 155ue 15 not whether to compete globally, but rather
how to compete globally.

The mireduction presents the globally infegrated enterprize and describes why 1t's 1deally suited
to help companies navigate this global era and realize the maxinm benefits from it.

Chapter 2 traces the evolution of the corporation from the mud-nineteenth cenfry emergence of
the mternational corporation to the post-1914 development of the mmltmational corporation. It
goes on to focus on the past decade —the rise of the globally mtesrated enterprize.

Chapter 3 recounts how I saw the evolution of the globally mtegrated enterprise and my role in
this evolution. I talk about my jowrmney with IBM, from the time I joined the company straight out
of Johns Hopkins Umiversity, and I highlight key inflection points along the way that dlhaminate
my understanding of — and appreciation for — global integration, such as my time working for
IBM in Japan.




Chapter 4 tells the story of IBM s transformation from a multinational company, with operations
throughout the werld, info a globally mtegrated enterprize. As one of the earliest explovers of
what 1t means to be a truly global enterprize, IBM offers valuzble leszons about how to buld,
manage and transform institutions.

Chapter 5 shows how IBM deepened 1tz forus on countries we refarred to as “growth markets™
{often referred to as “emerging markets™) duning my time as CEQ. The chapter showcases our
mvestment m India, as well as intemmal inihatives designed to develop leaders with global
experience and a global mindset.

Chapter 6 faatures specific companies that have embraced key principles of the globally
mtezrated enterprise. The compames — Cemex of Mexice, Bharti Airtel of India, and Gesely of
China — are using the imprecedented opportumity to collaborate and innovate as part of their
arsenzl of global tools to drve growth and miprove productrvity.

Chapter 7 presents a mumber of the key 15s5nes that I believe will shape the futwe dvection of
globally mtegrated enferprises and enable them to thrive m an environment marked by rapad
mnovation and globzal compettion. It also dasenbes the transformations wndarway in
manufacturmg and the world’s cifies, which are ideal testing grounds for GIEs to demonstiate
their value proposition.

I conclude by summanzing some muiding principles of the globally misgrated enterprize. I also
offer some suggestions about how to be prepared for — and make the most of — the global era.

I hope this bock will in some small way help you prepare for the dynamic future that awaits us.
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Introduction
A New Enterprise for a New Era

The events of June 6, 2008 were among the most mspirmg I experienced durimg my 39-year
career at IBM. They also symbolized the way in which IBM was being transformed info a new
kind of company: a globally mtegrated enterprise.

The settmg was Bangalore — a city of more than eight million people often refarred fo as the
Sihicon Vallev of India. TBA had a large presence in Bangalore — about 10,000 emplovess — and
I was there to make a major announcement about cur plans for India and, by extension, our plans
for IBM s new orgamizational stmucture.

We had rented out the grounds of Bangalore Palace, which covered more than 450 acres, and we
erected a tent to accommodate the 11,000 people scheduled to attend (10,000 of them bemg
IBM's Bangalore-based emplovees). Also in attendance was India’s President, A TP Kalam,
equrty research analysts from Wew York and other fmancial caprtals throughout the world.

When I armved at the venue and walked through the crowd before the procesdings began, people
rushed toward me, and m the few seconds we had together many of them desenibed how IBR
had dramatically changed their lives for the better. The New York Times, to my smprisa,
reported that it was as 1f I were a rock star. If was certainly a humbling expenence, and a
powerful remunder that just as IBM was transforming itzelf it was also transformmg the lives of
others,

At 10:15 am., the event emcee (Bollywood actress Dia hMuza) infroduced me, President Kalam,
and Suml Mittal who was the founder of 2 company, Bhart: Enterprizes, which was a major
pariner of IBM in India. We were met with enthusiastic applause as we tock the stage, and we
started the proceedings with a ceremenial Indian lamp hghtmg ceremony.

I told the crowd, “Your career options within I B M. are lomitless, whether woiking 1o research
laboratonies or with chients, or working m different geographies.” And I ammounced that over the
next three years, [BM would be tripling its mvestment m India — rising from 52 billion to nearly
$6 ballion. “That mvestment will ensure that we make the most of the opportunities to grow this
marketplace, while it alzo enables IBM to fulfill its vision to become a globally infegrated
company.”

As part of the annommecement, IBM was creating and establishimg a mumber of entities that would
be bazed in India but serve a global fimetion. These entitias would be staffed largely by Indians.
Dhrmng IBM s time a5 an mvestor in India, we had always been overwhelmead by the huge poel
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Chapter 2
A New Global Stage and a New Global Actor

Corporafions began as creatures of the state. Thev were chartered and sanctioned by
governments to perform specific duties on behalf of the nation and its rulers. In 1606, Emng
James I chartered the Virginia Company for the purpose of establishing colonies in the United
States. To finance the voyages, the Virgima Company was 2 joint-stock company and sold shares
to the public, analogous to the publicly-fraded companies of today. While the first setflement, in
Jamestown, Virgimia, proved a financial failure and was dissolved by 1624, future state-charterad
corporations would prove much more endurmg and successful.

A feow vears before the launch of the Virginia Company, Queen Elizabeth I granted a 15-vear
charter to a group of 218 men for the pmposes of tade with the East Indies, as well as the
coumnfries and ports of Asia and Africa This entity became known as the East India Company,
and mamtained its government monopoly on frade for mere than two centuries. In the process, it
establizshed its own mulitary and was a leadmg actor m Brtain's imperial history. It purchaszed the
land that would become Singapore and 1t was a drving force behind Britam's colomzation of
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The expanding opportumities in emerging markets, conpled with the attractive investment
conditons and modemn technology, have enabled compames to locate more of therr operations
throughout the world Companies can diaw on and surbore local talent while bemg closer to
potential customers.

Emerging markets, by definrtion, still have room to develop and they face challenges moving
forwrard. Economue growth has slowed in the BRIC countrias (Brazil, Eussia, India, and China),
and it’s an open question as to whether growth rates will ever refurm to what they were in the
boom vears (a potent reminder that Act II of globahization 1= a lot more challenging than Act I
While struggling fo revive growth, these coumfries cannot lose sight of their long-ferm value
proposiiion, which 1s offering a large supply of well-educated workers who possess marketable
skills, such as the abality to Innovate.

The leaders of these countries, and the municipalities withm them need to azsk some basic
questions: Why would a company want to invest here, rather than somewhere else? Why would

i8




Chapter 3
From Here Through There

I zrew up m the Morthwood section of Baltmore in a typical hardworking Italian-Amenican
family (my father owned an aute repair shop). I had a wonderful set of parents and siblmgs, and
my grandparents, who Ived nearby, =till commmmicated with each other m thew native tongue. 1
was expected to work hard, do well in school, and behave.

LIy parents encouwraged me to take up music, so I plaved the saxophone m high school and often
performed in a band at local events and school funchons. When the Temptations came to
Baltimore, they hived musicians like me to play back-up. I once made §1,000 i five days and
promptly spent the money on a used station wagon

My other notewerthy extra-cwmenlar activity in high school and ceollege was football It wasn't
glorions — I was the center (and captain) — but I learned the mportance of teanvwork and that

23
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Chapter 4
Transforming into a Globally Integrated Enterprise

When I jomed IBM in 1973, it was a classic nultmational — with mini-IBMs m countries all
around the world. IBM Japan, IBM Brazl, IBM UK, IBM Gemmany, IBM Spam, IBM Ireland
{wherse we were the first IT multinational — startmg operations i 1958). And 1t was a very
snecessful modsel. Tt allowed ws to grow in those markets and wmderstand local customer
requurements and customs. The IBM brand became a strong national asset m each of these
coumnfries. Very importantly, we developed local talent. We did not export Americans all over the
world. We didn't have to. We hired and developed leaders “in country™ and exposed them to
various parts of IBM during thew careers.

Thas was a veryv efficient way to grow 1 local markets. What once locked like efficiency,
however, came to lock like redundancy. In order to gam access to local markets and to scale our
businesses 1n all of those countries, we had to replicate IBM in every commtry. Every country
operation had iz own sales foree, but also its own supply cham, procurement, finance, HE and
other so-called “back-office” fumctions. In many cases, the countries had their own
manufacturmg, development, even ressarch capabilities. In his book, Whe Says Elephants Can't
Dance?, my predecesser as CED, Lou Gersiner, descnibed the fragmentation he discovered when
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Chapter 5
The New Plaving Field

In the previous chapter I described IBM s transformation during my time as CEQ. Comeiding
with thes transformation, and helpmg to dove it was an ongoing Tansformation mn emeTging
market countries throughout the world. Their economic models were being revolutionized —
shifting away from simply being a source of low-cost labor and instead transitioning mto centers
of mnovation and differentiation, while also despeming their mtagration with the zlobal
econonyy. Along the way, they were achieving robust levels of economic zrowth, which was
enablmg people Ining in these counties to become consumers and jom the global mddle class.
Hundreds of nullions of people were openmg their first bank accounts, getting their first cell
phones, using themr first credit cards. Tens of mollions were buving their fivst automobiles. These
were historic developments, and are pretty far removed from economie fluctuations m the United
States, Europe and Japan
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Chapter 6
The World of GIEs Beyond IBM

Throughout this book I've documented IBM s history and ifs fransformation mto a globally
mtegrated enterprize. But IBM 15 far from the only company that has adopted key GIE prinemplas
and practices. In fact, 2 number of companies, operating across a diverse set of coumtries and
mdustries, have mplemented measures that resemble those we adopted at IBM. That's not
because we showed them the way, but rather because their own experiences led them to the same
conclusions: that companies need to be zlobal in order to stay competitive, but need to do so in
wavs that keep them close to their customers while also emphasizing values and principles that
foster agility, inmovation, and productivity.

In this chapter, I showcase three companies that are followmg this path: Cemex of Mexico, a
leading producer of cement and other bumlding matenials; Bhart: Awntel of India, cne of the
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Chapter 7
YWhere To From Here?

The globally integrated enterprise presents encrmous opporhumties for companies to become
more agile and more productive in the 21" century. But realizing these opportunities depends on
compantes makmg the right decisions about therr infernal evolution and their external
engagement. In this chapter I lay out a number of the key issues that I believe will shape the
future direction of globally mtegrated enterprizes and enable them fo thrve n an environmeent
marked by 1apid mneovation and heightensd competifion.

Trust and Transparency

Ome of the fundamental challenges facimg glebally integrated enterprise will be how to eamn,
maintam, and manage trost — internally and extarnally. Meeting this challenge will be more
difficult ziven that companies operate n an age of increased transparency, which has the
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Conclusion
An Age of Discovery

I zraduated from college i 1973 and started work at IBM shortly thereafter. At the time, no one
talked of a “global economy.” The United States and other developed countries in Western
Europe were dominant — accounting for about half of global gross domestic product. The ferm
“emerging markets” didn’t exist (if wasn't coned vmtil 1981), primanly because those countries
weren't seen as “emergmg.” Thev were poor, many of them saddled with meffactive leaders
pursuing misguided policies and with large populations that were then viewed more as a burden
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