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HARNESSING THE ASIA-HQ
LONG-DISTANCE RELATIONSHIP.
SIX PRAGMATIC INSIGHTS

Executives share insights and lessons learned on improving
cooperation to compete and succeed today

Tim Hoffman, Danny Koh, Siang Yong Lim, Michael'Rawding and Kitty Zheng

Asia has been an integral part of the growth story of many multinational technology,
media and telecommunications (TMT) companies, and despite economic challenges in
a few specific markets in the region, its substantial potential has yet to be fully realized.
How the next chapter unfolds for TMT multinational corporations (MNCs) will be dictated by

how well they drive or respond to a changing competitive landscape, spurred by technology
advancements stemming from fellow MNCs, and the increasingly high level of innovation being
generated by domestic Asian companies. Amid an accelerated pace of change and growing threats
from disruptive technologies and players, the old model of simply establishing a passive local
business unit in Asia that executes orders from headquarters (HQ) is no longer enough. MNCs

in the industry must adopt new models and approaches, enhance their organizational agility and
adaptability, and build capabilities to survive and thrive. There are few major TMT MNCs for whom
Asia is not a boardroom issue.

Not surprisingly, Asian leaders are facing increasingly high expectations to deliver, especially in

the near term. Underpinned by unrealistic expectations and a lack of clear communication, the
sometimes fraught relationship between HQ and Asian headquarters becomes a barrier to achieving
shared goals. Top Asia executives from a broad spectrum of TMT companies shared the following
guidance for how HQ leaders and heads of Asia operations can shift away from an “us and them”
approach to a more unified mentality that makes this long-distance relationship more constructive,

effective and impactful.
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The rich discussion among the participants culminated in six recommendations for fostering a
better Asia-HQ relationship to achieve competitive advantage not just for Asia, but also globally:

1. Position Asia as an exporter of insights that can help the entire company compete.

2. Educate HQ on the realities of Asia.

3. Push for greater Asian representation on boards.

4. Communicate consistently, clearly and tactfully.

5. Win empowerment from HQ.

6. Establish the right organizational structure with the right people and skills.
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1 Position Asia as an exporter of insights that can help the entire company compete.

Innovation is the lifeblood of TMT companies, and the Asia business units of TMT MNCs have innovated ways to
adapt existing products to their markets. Products that specifically target consumers in emerging markets include
mobile phones that are dust- and splash-proof, and are equipped with FM radios and flashlights; TVs that have local
language menus, louder audio systems and automatic brightness adjustments for ambient light; and agriculture-related
information services for farmers delivered via mobile phones.

In order to compete, MNCs cannot afford to leave good ideas on the table simply because they did not originate from
HQ. With Asia (China and Korea, in particular) emerging as R&D hubs, MNCs stand to benefit greatly from the insights
of their Asian colleagues. The Asia business units of some TMT companies have deployed their innovations in other
markets, creating less expensive products targeted to budget-conscious consumers in Latin America, Eastern Europe
and Russia. Others, including Philips, Intel, IBM and GE, have taken actions such as elevating the status of Asian
markets, moving senior leaders from HQ to the region, and even relocating global HQs of certain businesses

or functions to Asia.

Leaders from HQ must cultivate a culture that encourages innovation from every source. The presence of senior |
eaders in Asia reinforces the importance of the region and provides a direct line of communication of new ideas
to the company’s broader leadership.

2 Educate HQ on the realities of Asia.

One of the most significant obstacles in the relationship between headquarters and Asia is the frequent disconnect
between assumptions and realities. Asia will continue to be a region that multinational TMT companies must focus on, but
a common mistake made even today by many MNC leaders is viewing Asia as a single, cohesive entity. Instead, there are
parts of the region that are in the early stages of development (e.g., Cambodia and Myanmar), some that are developed
(e.g., Japan, Korea and Singapore), and those that are in between (e.g., China and Indonesia). Within these broad
categories, each individual country will have its own unique set of opportunities and challenges, thus requiring tailored go-
to-market approaches, capabilities and processes. Hence, Asia executives must proactively educate HQ about the diversity
of the business landscape in each specific area of operation, and dispel the myth that Asia exists as a single entity.

Having senior leadership from headquarters visit Asia is especially effective in raising awareness about local issues.

“It was difficult for our senior leadership to understand Beijing from the U.S.,” said one executive in charge of Asia
Pacific. “So we had our board meeting in Shanghai, where senior leadership met customers and developed a thorough
understanding of what doing business is like in China. The mentality changed and these leaders became much more
sensitive to local issues when they departed five days later.” A truly shared understanding enables the formation of
realistic goals and targets, as well as garnering the right level of support at the right time. Additionally, another leader
recommended basing more global functional leaders in Asia Pacific in order to build an accurate understanding of what
is happening on the ground.

“It was difficult for our senior leadership to understand Beijing from the
U.S., so we had our board meeting in Shanghai, where senior leadership
met customers and developed a thorough understanding of what doing
business is like in China. The mentality changed and these leaders became
much more sensitive to local issues when they departed five days later.”



For other companies, managing HQ's expectations is also part of the education on Asia. For example, a number of
companies have decided to “double-down” in China and poured significant investments into the country, only to be
disappointed in the short-term returns and question whether they should continue investing. This situation can be
worse than not investing at all because, when the results underwhelm, management comes under intense pressure.
This can negatively and unnecessarily impact the morale of the entire organization, potentially triggering a mass
voluntary or involuntary exodus of talented people. Consequently, HQ and Asia leaders need to discuss and agree
upon realistic objectives. Moreover, it is important to note that managing expectations and educating HQ is an ongoing
endeavor as roles change, experienced leaders leave and new ones join the organization.

“Boards in the U.S. think they have Asian representation,
but sometimes, those board members are people who left
India and China 20 years ago and are too out of touch by now.’

)

Push for greater Asian representation on boards.

Many of the executives who participated in our discussions stressed the importance of more Asian representation on TMT
company boards. “Boards should have more Asian members,” said one head of Asia Pacific. “Asian board representation
is lacking in most major companies and part of the problem rests in the differences between Asian boards and U.S.
boards. More cross-pollination has to happen.” Just as leaders must recognize that each part of the region is distinct,
TMT companies should approach their board composition and candidates with a similarly discerning eye.

“Boards in the U.S. think they have Asian representation,” added another executive, “but sometimes those board
members are people who left India and China 20 years ago and are too out of touch by now.” One participant predicted
that the most successful up-and-coming companies going forward will be the ones who match their Asian board
representation with their business presence in the region; for example, composing one-third of the board with Asian
members if one-third of the total business comes from Asia Pacific.

Communicate consistently, clearly and tactfully.

Discussion participants noted that communication between HQ and Asia executives needs to be faster, more constructive
and more transparent. Just as edicts handed down from corporate are not typically welcomed with enthusiasm, the
appearance of griping about how headquarters does not understand the realities on the ground does little to foster shared
understanding. Instead, both groups need to shift the dialogue to problem-solving and productive debate, supported by a
company-wide DNA that incorporates local nuances.

“As Asia Pacific leaders, one of the most fundamental values you bring to the table is your knowledge of the territory,”
said an attendee. “Over time, trust will build with corporate as you use your knowledge to support your ideas and
suggestions, and will become further solidified as you deliver results quarter after quarter.” Credibility is also built
through providing solid evidence and rationale for proposed actions. Others have faced challenges in convincing HQ
about where to invest resources. “To HQ, Asia was always perceived to be China and ASEAN, but deeper analysis
showed that investing in Japan and Australia would be the wiser decision,” he said. “What has helped is removing
emotion and providing consistent data.”

One executive in attendance advised that issues and initiatives should be framed in an “HQ-friendly” way: “Rather than
making horses dance to the music, watch how the horses dance and then adapt the music.” Asia leaders should spend
a lot of time communicating internally within the country or broader region to ensure that the messages that are
conveyed to HQ are consistent. For example, if the China head is telling the CEO one thing, and his subordinates are
telling the VPs at HQ another, it will undermine the message and trust will be lost.



During a career working with MNCs, one executive learned that it is important to ask the Asia team to try to think about an
issue from an HQ perspective and vice versa. Another echoed this sentiment: His experience on both sides of the fence —
running Asia and leading HQ for 15 years each — reinforced his belief that Asia executives and corporate must view issues
from each other's position. “There is not one solution, as there are many variables depending on the company, leaders and
cultures,” he said. “Neither side is perfect, but all leaders must understand each other’s intrinsic values.”

“There is not one solution, as there are many variables depending
on the company, leaders and cultures. Neither side is perfect,
but all leaders must understand each other’s intrinsic values.”

Win empowerment from HQ.

In the technology space especially, companies are forced to innovate faster than ever before. The pace of change in the
region is rapid and requires organizations to be agile and adaptable. In order to be successful in Asia and beyond, Asia
executives must be empowered by HQ to make decisions. Many TMT companies need to change the mindset that
innovation happens from only certain hubs and welcome contributions from teams outside of headquarters.

One leader said he is working to instill confidence in his team in Asia Pacific that they are on par with their colleagues in
other parts of the world. “When leaders help employees develop a level of confidence and connect it to the work they do,
it creates a company with multiple sources of innovation as opposed to having one choke point where the great idea
comes from London or the U.S. and Asia Pacific is just waiting for a marketing plan,” he said.

One executive's company has created guiding principles that apply across geographies, and employees are given freedom
when it comes to how they perform their individual roles within those principles. “Rather than implanting a company
strategy where the employee does not see how his/her role relates to the strategy, we flip it upside down and make the
company principles their DNA,” he said. “Everyone is empowered to be creative in how they do their job abiding by those
principles and they can use their creativity and create a rhythm to move forward, which is tremendously successful.”

Raising the profile of specific geographies has also been effective in demonstrating the importance of local teams to the
broader organization. Recognizing and prioritizing the country’s role in the broader company’s growth, Philips elevated
China to the status of a “home market” and empowered leaders in the country to help drive future decisions.

Establish the appropriate organizational structure with the right people and relevant skills.

Organizational models and leadership styles can have a significant impact on how HQ and the Asia Pacific region work
together. Some acknowledge that a matrix organization is often necessary when companies have multiple products and
service lines, but that structure makes it all the more important that leaders have the ability to drive and influence a team
across reporting lines.

“Google, Twitter, Facebook and many Silicon Valley product technology companies tend to follow a very business unit

or BU-centric model, with global leadership in the U.S. supported by regional representatives, and in which a general
manager is either formally or informally expected to manage cross-BU,” said one executive. “The minimum requirement
is to ensure that there is a country or regional review process that is implemented at senior levels so they do not just
view things through the BU lens, but also the country/regional lens.” This organizational approach surfaces discussion
topics that are country-specific, e.g., market trends, political and legal considerations, and competition. “If you allow
the global model to dominate,” he adds, “they will not be able to understand or appreciate the nuances between Japan
versus Australia.”



One TMT MNC adopted a more China-centric governance model that has allowed for the sharing of perspectives
across cultures, without one overshadowing the other. Rather than having a CEO, the company has an executive council
of people of different nationalities who meet once a month to gain perspectives on the various countries in which it
operates, as well as to align objectives. This team also travels together — and stays in “unglamorous” hotels — to
explore countries where they operate and more fully understand the geography and culture.

An improved relationship between headquarters and Asia also demands that executives on both sides possess and
cultivate certain skills. “In Asia Pacific, you need very collaborative people as well as leaders who can influence without
a direct line of reporting,” said one of the executives. “You simply can’t win hearts and minds without playing nicely.”
Another executive also attests that tone is vitally important, especially if certain regions or countries have negative
connotations in the eyes of senior management or even the broader media. For example, an internal blog from an
employee in Pakistan about his life in the country helped change the negative perception and foster better collaboration
across geographies.

A shared future

Misconceptions and miscommunications have long been the roots of ineffective working relationships between HQ and
Asian executives, which companies can ill afford moving forward given the increasing importance of Asia. However, the
future success of multinational TMT companies demands a strong partnership between HQ leaders and Asia executives.
While employing best practices for clear communication and building collaborative skills are beneficial, this endeavor
truly requires a deep commitment on the parts of senior leadership, the board and leaders in Asia to both teach and
learn from each other.
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