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Case Study 3.1: Capgemini: A Transnational Organization (France)

Capgemini, founded in 1967 and headquartered in Paris, France, is Europe’s largest IT software and services group.
‘The firm has taken all available means (organic growth, acquisitions, and alliances) to become Europe’s number 1 in
computer services and consulting and, as of 2014, among the top five of the world's IT management and services
consultancies. Its almost 140,000 people work in over 40 countries. For example, in 2000 Capgemini acquired Ernst &
Young Consulting and in 2002 they spun off their Sogeti Group as a wholly owned subsidiary specializing in IT
consulting and outsourcing, which now has aver 20,000 employees working in 7 countrics.

‘The original merger of Cap, a computer services group, and Sogeti, a business management and information
processing company, brought together operations in the UK, the Netherlands, Switzerland, and Germany, with a head
office in France. Further acquisitions brought ina large nuniber of small groups throughout Europe and the US. This
expanded its coverage to IT consulting, customized software, outsoureing services, and education and training. In
recent years, this strategy has expanded Capgemini's work to countries such as India, the Czech Republic, and
Sweden, with major partnerships with major software firms such as SAP and Microsoft. Moreaver, they now have
operations in Asia-Pacific (including Australia and China) and Latin America. In 2013, sales increased by 12 percent in
Asia-Pacific and Latin America. Similarly, revenue increased by 16 percent in Australia. Global expansion is important
to Capgemini.

Capgemini has always been highly decentralized, but its internal strategy has been that when any of its branches
reached 150 personnel, the branch is split in two. This gives the firm greater flexibility in responding to variations in
local demand. Decision making and direct customer service are facilitated with smaller teams.

Capgemini has developed information pooling systems to ensure that innovative solutions developed in one country
or business will be rapidly disseminated to other countries and businesses. These include clectronic bulletin boards and
extensive eleetronic and voicemail facilities, plus the organizational culture of informal networks of professionals who
work frequently together in project teams.

‘The challenges for this fast-growing transnational have major HR components, e.g., integrating its wide variety of
organizations into a group with a common culture capable of working within a complex web of ownership
selationships, while bencfiting from the strengths of the relationships that exist among its “family” of committed,
semiaufonomous professionals. Internally, Capgemini and its IHR team work to clarify and coordinate roles,
objectives, systems, and resources, particularly its skilled professional staff, across countries and markefs. For
example, its Genesis project took two years to achieve this integration, but now Capgemini sces itsclf as coniing much
closer to achieving its aim to be a modern transnational enterprise.

Sources: Capgemini website (2014), hitp://www.capgemini.com; also hitp://en.wikipedia.org/wiki/Capgemini; Segal-
Horn, S., and Faulkner, D. (1999). The Dynamics of International Strategy, London: International Thomson; and Segal-
Horn, $., and Faulkner, D. (2010). Understanding Global Strategy, Andover, Hampshire, UK’ South-Western Cengage
Learning EMEA.

Discussion Questions

1 What makes a firm a “transnational enterprise™?

2 Does Capgemini meet the criteria for being a transnational? Why or why not?

3 What are the HR implications of being a transnational?. What makes HRM in a transnational different from
HRM in, for instance, a multi-domestic firm?

4 What kinds of problems do you sec in Capgemini’s strategy for structuring its business?
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