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SUBSIDIARITY OR
CENTRAL GOVERNMENT?

Dr. Michael Notheisen

In several countries like Germany and the USA the
basic principle of subsidiarity can be found in their
constitutions. This organizing principle says that
matters ought to be handled by the smallest, lowest
or least centralized competent authority.
This principle has several advantages like:

government remains close to the people

a barrier to the dominance of the majority

all regions are taken care of

competition of ideas produces better results

On the other hand, subsidiarity is terribly
inefficient and can lead to overlapping or
contradictory policies in different parts of the
country. E.g., in Germany each federal state has its
own school curriculum which can make it hard for
families with children to move within Germany.
The question of centralization or decentralization is
the central topic of this issue.

Markus Heidrich discusses in his case study the
organizational challenges in centralizing a client’s
print production (page 2), Werner Steinbach deals
with the question of how to generate data in single
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country markets that enables central steering of
country organizations (page 3), and Bernd Altpeter
explains in his column why central or decentral is a
question of maturity (page 5).

B. Ruetzler from Karcher lets us share his
experience regarding this topic. Finally, our latest
addition to our library also deals with the rise of
decentralized organizations.

Enjoy reading!
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Number of the Quarter:

20-40%

Percentage of the annual marketing budget our
clients are saving by centralizing their
marketing organization with the help of Driving
Profit.

Burning Question of the Quarter:

CENTRALIZED OR DE -
CENTRALIZED DECISION
MAKIN G: WHAT WORKS
BETTER FOR A MARKETI NG
ORGANIZATION?

This fundamental question has been discussed for
years, but today it is more current than ever.

On one hand, it is important for marketing
organizations to convey their (one!) message
consistently to the world. After all, consistency can
be ensured easiest in a central organization, not to
mention the (cost) synergies that can be achieved,
by managing a brand centrally.

On the other hand, managers in charge of a local
businesses area, or a certain product-line for that
matter, often know their market and the
capabilities of their team better than anyone in a
sometimes detached corporate headquarters.

Apparently, there is no easy way out of this
dilemma. Which way should a marketing
organization choose? How do you approach this
burning question?

Please join the discussion:

burning-question@driving-excellence.com
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CONSULTING NEWS
Markus R. M. Heidrich

VICE PRESIDENT DRIVING PROFIT

Case Study: Centralizing of all print
production also as an organizational
chdlenge?

Driving Profit was mandated to centralize all print
production of an international industrial enterprise
with products for end consumers as part of a cost
optimizing project. Standardized customer
information brochures were to be developed which
were target group specific on one hand, but also
with an identical look and feel in all international
markets.

Headquarters’ role was that of a service center
which coordinates and orders printing and
shipping on demand from the country
organizations. Apart from the identical look and
feel of all print products, the realization of cost
advantages through bundling of print products and
concentration of suppliers was a natural focus. The
marketing budgets in the country organizations
could be significantly relieved, thus enabling other
sales activities.

But many country organizations reacted reluctantly
to the project. Especially mature countries, with a
strong national marketing and sales organization,
felt the desired centralization was a loss of their
autonomy. Only country organizations in young
markets advocated and supported the projects
since advantages of a smooth execution and
increased quality in communication could be seen.
Right from the beginning of the project, it was clear
by the resistance coming from high-revenue
country organizations, that a mere centralized
approach would put the success of the project at
risk. With our change management approach we
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were able to alleviate this conflicting situation by
heavily involving the reluctant country
organizations in the development and realization of

the project.

M. Heidrich, Vice President Driving Profit:

“The primary project scope of cost optimizing was
gradually extended by a change management
approach and its organizational implications.”

As a first step, we carved out the need for action
and improvement in the existing process from the
perspective of these reluctant country
organizations. Complimentary to this, their
optimizations were presented from the
headquarters viewpoint. As a result, we were able to
determine that the combination of both
requirements led to a higher synergy potential and
both parties were motivated to contribute and gain
ownership of the process and its results. With the
perspective on a common project goal, the fear of
losing autonomy was a “quantité négligeable.”

The primary project scope of cost optimizing was
gradually extended by a change management
approach and its organizational implications. The
proposed service approach of headquarters was
demanded and increasingly used by the country
organizations. Standardization, centralization and
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the resulting simplified processes allowed for a
higher service level from headquarters, and country
organizations reacted enthusiastically allowing
them to continue with existing resources.

Along side the optimization of procurement
conditions, company internal processes could also
be optimized and customer communication
sustainably improved internationally. Initial
resistance was turned into full commitment across
the board.

Contact: Markus.Heidrich@driving-profit.de

CONSULTING NEWS

Werner Steinbach

RESEARCH DIRECTOR DRIVING
INSIGHTS

How to generate data in single
country markets that enables central
steering of country organizations?

Multinational marketing and the trend
towards centralization

Most companies, once a certain size is reached and
because of saturated home markets, find
themselves looking beyond their original country
borders for growth. The initial impetus to export
comes out of a need for growth. Having achieved
greater mass, corporations are able to realize
economies of scale.

Multinational marketing gets increasingly complex
as local needs vary. Thus a company can find itself
in the global market arena without considering that
its marketing could or should be coordinated
beyond the casual management review. For newer
multinational companies the necessity to develop
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centralized international marketing, as well as
functions like distribution, global advertising etc.,
arises fast. This is not only for size reasons, but also
out of a need for a speedy response to global
competitive movements. Cost pressure and
thereby pressure on manpower makes the trend to
centralize irresistible.

It is possible to range multinational companies
along a continuum from largely local in operation
to fully international (see figure 1).

local centralized

Figurel: Continuum of multinational companies

The degree of centralization depends on the history
of the company and the speed of customer trends,
which are moving in similar directions and
increasingly crossing borders.

Companies are also trying to make important
marketing decisions at a more senior level, which
means the number of decisions need to be reduced,
and all processes of brand development need to be
centralized. Costly talents need to be spread more
geographically to influence more markets, while
also pooling expensive production.

In order to decide strategies on a global level you
need insight that represents local and regional
differences and similarities, and that enables the
management to lead the global process. The
competitive environment, stages of market and
brand development and cultural patterns may
differ in the single markets.
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Challenges for Research
Researchers must develop the capability to
conduct and coordinate research activities that
spans diverse research environments and
cultures, such as Europe versus North America
or Asia, German speaking countries versus
Romanic speaking countries, Western versus
Eastern Europe.
International market research has to create a
buffer against its own ethnocentric biases by
giving feedback opportunities to their
respondents. Thus it is necessary to use research
methods where respondent feedback is made
possible, for example qualitative research
practices like focus groups, in-depth interviews
and open-ended questions.
Centrally planned research with a common
format, and executed with well prepared and
controlled fieldwork for a qualitative similar
approach, is more likely to produce answers
than standardized research bought on a market

by market basis.

W. Steinbach, Research Director Driving Insights:
“International market research has to create a
buffer against its own ethnocentric biases by giving
feedback opportunities to their respondents.”

Driving Insights oférs the solutions for a
multinational approach
Driving Insights generates global insight
through our network of established and
experienced research consulting firms in key
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markets, while experts in regional markets
conduct research face-to-face in native
languages.

State-of-the-art, qualitative market research
techniques for customized solutions
Centrally coordinated planning of research
design, execution and evaluation in formats
which take into account the differences and
similarities of key questions and processes
Iterative steps with feedback-loops between
research activities and the decision making
process of management to optimize output
Driving Insights’ strategic consulting offers an
integrated process from concept building and
research to the implementation of findings and
solutions.

Contact: Werner.Steinbach@drivingisights.de

COLUMN
Bernd Altpeter

MANAGING PARTNER
GROWTH INTERNATIONAL

DRIVING

Centralor decentrali a question of
maturity

Central or decentral? — A question of maturity for
corporations as well as management, because after

www.driving-excellence.com

all this question has been raised since the topic of
internationalization itself has been around.
Insecurities in terms of the right form of
organization and leadership in dealing with this
matter still exist in many companies today.

This is not only true for companies currently
starting to internationalize, but - surprisingly — also
in organizations which have been dealing in
international markets for several years now. Often
solutions are found according to the black-and-
white principle, or based on political considerations
even though functioning hybrid forms are
available. Nevertheless, here as well it is important
to conduct the correct types of analyses, and then
afterwards do your homework right. But this is all
too often lacking.

Halfhearted approaches not only lead to a lack of
productivity and diminished market success, but
also to significant discord between country
organizations and headquarters. In most cases, this
can hinder a company far longer than if it were to
configure everything right in the first place.

Below are some questions that can help in the
decision to decentralize an organization or not.
Decentralizing can only work if you are able to
answer “yes” to these questions.

Does the country organization have available
the necessary resources and competences in the
field of sales and marketing in order to enforce
successful market cultivation?

Is all relevant market data locally available or
collectable to develop a professional strategy?
Do the country organizations have professional
processes in place for marketing, sales and
budget planning (if possible standardized
processes in all country organizations which are
compatible to processes at the headquarters)?
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| Does the specific market have the degree of
maturity allowing local market cultivation to be
economically attractive?

| Does the country organization have the
necessary implementing skills (including
creation of sales and marketing material), and is
it equipped with all the important systems, such
as databases and CRM-systems?

9 Are all KPIs for successful market cultivation
established and transparent?

Should some of the above points not be completely
covered by the country organizations, either
centralized services could assist, or a roadmap
exists in order to create those lacking competences.
However, a market or an organization not yet
having the right level of maturity should never be
assigned to do market cultivation on its own
without suitable tight control mechanisms in place.
Otherwise, this would lead to extensive follow-up
costs and high dissatisfaction of customers and
other market participants, which could also result
in high barriers for future successful market
cultivation. You can judge the maturity of
management by the amount of time taken to do the
homework right, instead of coming up with rushed
black-and-white solutions.

In this spirit,
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INTERVIEW

BerndRuetzler

VICE PRESIDENT MARKETING, BRAND
MANAGEMENT INTERNATIONAL
ALFRED KARCHER GMBH & CO. KG

B. Ruetzler: Formerly Vice President Strategy &
Consulting, Brand Management at Hilti, Managing
Director at FCB Frankfurt

From your long-term brand management
experience, are brands like Kércher or Hilti better
managed centrally or locally?

Ruetzler: In general, better centrally. But only with
experienced local support can the brand develop its
full local relevance.

What criteria are essential for global marketing or
branding organization to work more efficiently and
effectively than a local one?

Ruetzler: The ability for multicultural thinking on
one hand, and local support and especially 100%

local buy-in to central guidelines and strategies on
the other.

Are there any marketing or branding functions that
should always be local?

Ruetzler: Mainly executional functions transferring
centrally provided guidelines and strategies into
marketing communication which is of local
relevance.
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In the history of building the Karcher or Hilti
brands was there a phase where local brand
management was superior to central brand
management or vice versa?

Ruetzler: Yes, until about three years ago, in the
earlier phase of brand building, local management
of the brand was superior to central brand
management.

Are there markets or cultures where you would
always need a local brand management?

Ruetzler: This depends on the brand and the core
needs it addresses. The more they differ from
market to market, the more relevant local brand
management becomes in order to translate the core
of the brand into a locally relevant benefit.

Thank you for your time, Mr. Ruetzler!

LIBRARY NEWS

Dr. Michael Notheisen

IN THIS COLUMN WE INTRODUCE NEW
ADDITIONS TO OUR LIBRARY AND
ARCHIVE.

Recent addition:

A“THE” |

STARFISH

AND THE SPIDER

THE UNSTOPPABLE POWER OF
LEADERLESS ORGANIZATIONS

ORI BRAFMAN & ROD A. BECKSTROM: “THE
STARFISH AND THE SPIDER - THE
UNSTOPPABLE POWER OF LEADERLESS
ORGANIZATIONS”
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Brafman and Beckstrom, both of which call
themselves lifelong entrepreneurs, have written a
book about the implications of the recent rise of
decentralized organizations such as Wikipedia,
Skype, Napster / Gookster / eMule and even al
Qaeda. The book contrasts these to centralized
organizations.

The spider and starfish analogy refers to the
contrasting biological nature of the respective
organisms. The starfish has a decentralized neural
structure permitting regeneration, where each leg
can live independently, even if you cut off the head.
The spider refers to a centralized organization
where each leg heavily depends on the head.

In addition to giving historical examples of
decentralized organizations, such as the Apaches
and Alcoholics Anonymous, the book analyzes
similarities between decentralized organizations

and defines the five “legs” of a starfish organization:

1 Independent circles

A catalyst, i.e., a charismatic and inspiring
person with a genuine interest in others with
“social mapping” skills and the ability to let go
after building up a decentralized organization

1 A shared ideology

A preexisting network

=

A champion, i.e., an energetic dedicated
salesperson

Although the reader can sense the fascination both
authors share about decentralized organizations,
the book does not make a judgment call as to
which form of organization is better or worse. In
contrast, the pros and cons of each form of
organization are objectively analyzed and hybrid
organizations such as eBay or Toyota are offered as
perfect combinations of both worlds. For example,

eBay successfully combines the decentralized
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auction of goods where customers buy and sell
products and even evaluate one another, with the
centralized PayPal payment system enabling
customers not to have to exchange sensitive

financial information.

The book is a compelling and fascinating read that
I can fully recommend to anyone interested in the
subject.

DRIVING EXCELLENCE
CIRCLE MEMBER

PORTRAIT
Patrick Klein, 41

Group Treasurer and Financial Controller at Buzzi
Unicem Group, Italy

pklein@buzziunicem.it

What is “excellence” for you?

I like to think of excellence as an outstanding piece
of art. It requires creativity, analytical rigor, hard
work and the ability to overcome complexity.

What are “excellent people” for you?
Outstanding artists ...

What is “operational excellence” for you?
Business excellence cannot always be measured
against one absolute standard. Operational
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excellence depends on many factors and can vary
by business, country etc. Its common feature
though is permanent improvement.

What would be your greatest misfortune?
To lose my family.

Where would you like to live?
There are many wonderful places. We have
recently made the choice to live in Italy.

What is perfect joy on earth for you?
Jogging on a seashore with a cool breeze.

What errors do you excuse the quickest?
I find it harder to excuse the lack of commitment to
try something than the errors made while trying.

Your favorite activity?
Travelling.

Education:

Degree in Business Administration from the
University of Liineburg

Executive MBA from INSEAD Business School
(France/Singapore)

Experience:

Group Treasurer and Financial Controller at
Buzzi Unicem Group, Wiesbaden/Casale, Italy
(since 2011)

Chief Financial Officer at Dyckerhoftf division
Luxembourg

In parallel, responsible for several business
development projects, and function as internal
consultant to the management board of the
Dyckerhoff Group, Wiesbaden

Management function in Risk Management at
German Dyckerhoft Group, Wiesbaden
Management function in Controlling at
German Dyckerhoff Group, Wiesbaden
Management function in Accounting at
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