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There is growing scrutiny around the notion of emerging markets. The world and

ite leading economies are changing fast. With the rise to prominence of economic

powvwers like China, India and Bra=zil, while others like Singapore and South Korea
have come of age — with per capita incomes outstripping their developed-country
counterparts in the West — and as Africa — probably the most exciting ‘emerging
market” of all — enjowvs its best growth decade on record, there is a walid call for

a better description for these rapidly growing and progressively changing set of
countries.

Lumping fast-growing, less-developed and demographically favourable markets
into an amorphous grouping of ‘emerging markets” has proven to be narrow, and is
increasingly less helpful in market analysis and strategic planning.

‘Emerging markets” vwas a term based purely on economic criteria. It was used to
describe fast-growing markets — mostly from Asia — in the late 1970s, and excluded
many of the existing growth markets of today. Stronger critics insist it is simply a term
“wvell past its sell-by date™.

Ao more apt description, ‘dyvnamic markets’, encompassing a broad range of
countries that exhibit exciting economic growth prospects, have undergone significant
political, social and cultural change, and show encouraging signs of innowvation,
better illustrates the factors and actors that make up these economies. These tend
to be countries undergoing or pushing for policy and institutional developments to
address the general ambiguity and complexities often prevalent in such markets.

Dwnamic markets and dvnamic-market actors tend to challenge traditional norms
or doctrines of business in their markets and beyond.

In the context of business, it is useful to assess these markets from a grounding
in general management, basing it on a broad set of principles or factors that make
up and influence the general management business environment. This is essentially
a measure of economic potential and owverall stability. It goes bevond traditional
economic criteria to include political, social and cultural issues from institutional
effectiveness and gowvernance — crucial in transactions — to lewvels of inequality and
wellbeing, and even degrees of interconnectedness and influence in international
relations.

Dy namic markets need ongoing capital for growth and development. Theyw
typically have lower levels of savings and therefore compete for foreign investment,
which is in short supply under the current constraints of the global economy. It is useful,
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Chapter 2: The New World of Dyvnamic Markets

then, as a measure and categorisation of dynamic markets, to compare competing
markets and assess which markets have potential and which are indeed dyvnamic. This
helps distinguish truly dynamic markets from the rest by virtue of their environmental
attributes and not simplyv by growth and size, thus providing a definition useful for

comparative market analvsis, strategic planning and management practices.

Moving from Emerging Markets
and Defining Dynamic Markelts

The concept ‘emerging markets’ is dated and somewhat limited. It does little to
describe and explain the essence of fast-growing, rapidly changing and increasinglw
influential markets that are giving rise to new playvers and actors that are shaping
the global economy. By lumping together everyvthing and anything with a positive
growth trajectory or interesting investment prospects, ‘emerging markets” fails to
truly describe the key attributes and drivers behind the growth and development of
this diverse array of countries.

First coined by Antoine van Agtmael in the 1970s, ‘emerging markets’ was used
to distinguish those rapidlyv growing Asian tigers from the rest of the so-called Third

T But most of the original emerging markets like

Wwvorld and developing economies.
Singapore, South Korea and Taiwan — and even China — have now emerged. China
is the second-largest economy in the world (after the United States), and countries
like Singapore and South Korea hawve per capita incomes on a par with the most
developed economies in the West. With the prominent role of economies like China
and India, it is somewhat understated to refer to them still as emerging.

Wwhile these economies may no longer be emerging per se, they certainly are
dyvnamic. The types of companies they are spawning with the characteristics they
exude, the high degree of innowvation in these markets and their competitive view of
the world attest to this.

Investment banks, analysts and ewven academics hawve started questioning the
notion of emerging markets. While little empirical analyvsis exists around the concept
of emerging markets or the redefining of this amorphous category of countries, those
thinkers who scrutinise the popular notion of emerging markets all seem to agree that
it is increasingly nondescript and even exclusionary by definition, comprising both
established and developing economies while neglecting key virtues of productiwvity,
competitiveness and innowvation in the process.”

Standard Chartered, for example, has focused on trends like the ‘super cycle” in

an effort to analyvse what these markets are or will be doing, and their contribution to

1 Wan Agtmael (2007).

2 Ewven Africa was initially excluded, with regular reference to ‘emerging and developing economies’ in

an effort to include some of the better-performing African economies in the fold of future prospects.

15

EBESCChost — printed om L1/19//2020 2:29 FM wia TRIDENT TUHIVERSITY . 211 unoe subjects So hotsps s e cbhocoo o comf sSerma—af—uoe



Talent Management in Emerging Markets

the global economy going forward.® Such an approach thus looks at a long-term shift
in global growth and production along with the current and foresececable challenges,
instead of focusing on a loose definition of emerging markets.

Coldman Sachs, meanwhile, has long avoided the concept of emerging markets
through the coining of BRIC (Brazil, Russia, India and China) and later the Next-11 .#
Jirm O"'Neill, the economist who dreamed up the acronym, BRIC, and whao is now
the chairperson of Goldman Sachs Asset Management, based much of his analysis
and selection of countries on economic size, growth trajectories and demographics.>
They have taken this one step further by insisting that “it is time to re-define emerging

-

markets” and have adopted the term ‘growth markets’ to describe, in their words,
“some of the world’'s most dyvnamic economies™.®

Economies that are expected to enjoy rising productivity and growth — and carry
greater significance in the global economy — include the four BRIC countries plus
Mexico, Korea, Turkey and Indonesia. South Adfrica, for example, does not feature
prominently in Goldman Sachs’s outlook.

Finally, Citigroup has come up with arguablyv one of the more comprehensive
reassessments of emerging markets and new drivers of global economic growth. lts
analysis of Global Growth Generators — or 3G — encompasses regions, cities, asset
classes, activities and products, but does place a particular emphasis on countries
themselwves.” The rationale is based on the need for a different approach to thinking
about growth and new markets, and is a conscious and decisive departure from the
notion of emerging markets. WWhile Citi claims that “the term ‘emerging markets” is used
abundantly™, it states that “definitions are few and far between”™. In short, “The expression
of ‘Emerging Markets” is clearly past its sell-bywv date.” It goes on to say, “Catchy acronyms
and labels hawve spawned unhelpful taxonomies of countries that hawve become obstacles
to clear thinking about future growth and profit opportunities. Developing/Emerging vs
developed/advanced/mature, BRIC, the Next-11, the 726 Club... .72

Apart from little advanced thinking and defining of emerging markets over the
vears, and the absence of clear empirical studies grounded in theory or established
literature, a shift toward an alternative description of emerging markets is still sorely
needed. This is a space for academics from a cross section of disciplines. The fields
of general management, international strategy, economics and political economy,
and international relations need to combine their research efforts and thinking to

go beyvond the loose descriptions and classifications ranging from generic emerging

3 Standard Chartered Global Research (2010).

4 Goldman Sachs Global Investment Research (2003},
= O MNeil (201 2).

[ Goldman Sachs Strategy Series (2071 1).

r Slobal Growth Generators (201 1.

S Global Growth Generators (201 1 ).
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Chapter 2: The New World of Dyvnamic Markets

markets, emerging powers, middle powers and lesser powers to frontier markets,
rapidly changing economies and transitional economies.

Wwith this in mind, and couched in the realm of general management and strategy
— along wwith a healthy dose of practical political economy — the notion of dyvnamic
markets seems to be a more useful description of the rich diversity and nature that
encompass the actors and factors of the economies in guestion.

The first point of departure is that these are simply not ‘mature markets” and — like
other descriptions — they do tend to exhibit high levels of growth. But, with a general
management orientation and influenced by wvarious factors in the political economy
domain that do shape the business environment, dyvnamic markets and dyvnamic-
market actors tend to challenge traditional or more established doctrines of business.

The notion of dynamic markets is therefore grounded on the principles of general
management or those factors that make up and influence the general management
business envirconment, viewed through a political economy lens. It also has a strong
orientation toward the field of institutional economics, which Harvard Business
School’'s Tarun Khanna recently expanded into the study of Institutional Woids and
strategic thinking around this core characteristic of economies in Africa, Asia, Latin
Aamerica and the Middle East.®

Compared with other similar terms to describe such categories of countries,
the most obwvious distinction of ‘dynamic markets’ is that it is broader thanmn merelyw
comparative size, demographics and growth trajectories. These are important,
but fall short of explaining the full story behind such markets. Dyvnamic markets
include measures of governance, leadership and democracy, public policy, human
development and institutions, as well as progressive enablers like innovation, cultural
diversity and integration in the global economy.

This does cover a broad range of markets, from emerging powers like China and
India to second-tier plavers like Indonesia, Nigeria, Chile, and Turkey, and, finally,
‘lesser-knowns’ like Ghana, Rwanda, the United Arab Emirates (UAE) and Vietnam.

Another important distinguishing feature behind the understanding of dvnamic
markets is that it goes beyond evaluating and analyvsing markets and market criteria,
to include companies, entities and leaders emerging from these dyvnamic markets
which exhibit new and innowvative business practices and models in their home
markets and beyond.

In short, while other terms or acronyms tend to merely categorise these countries,
‘dynamic markets’ does describe them more comprehensively according to a range
of economic, political, institutional and business criteria. These are assessed in a
comparative analysis, which — as discussed abowve — goes beyvond economic growwth
and size to include key environmental attributes like political stability, governance and
innowation along with the tvpe of actors or firms emerging from these markets, taking

with them the inherent attributes of their home dynamic market.

=1 Khana & Palepu (201 0).
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Talent Management in Emerging Markets

This begs the question: What are some of these dyvnamic markets and how do
theyw compare wwith one another?

Measuring and Comparing the Economic
Potential of Dynamic Markets

Human nature seems to insist we dewvelop lists and categories of similar countries or
like-minded companies. For dynamic markets, there is no fixed set of countries (like
BRICS [Bra=zil, Russia, India, China and South Africal, CIVETS [Columbia, Indonesia,
“Vietnam, Egyvpt, Turkey and South Adrical or the Next-11), but there are countries
that exude dyvnamic-market traits and demonstrate kev attributes toward harnessing
owverall competitiveness and economic potential. These include the usual suspects
like Brazil, India and China, as wwell as countries as diverse as Turkey, VWietnam,
Chile, Nigeria and South Africa.

WWe are able to measure these economies and compare them with one another
through a composite collection of variables, indices and qualitative anecdotes that
combine to form an empirical point of reference with real-world texture. Leading
indicators like foreign direct investment (FDI), natural-resource endowments (from
oil and gas to metals, minerals and arable land), the workforce and the consumer
market are balanced off with a range of social, political, institutional and Management
measures to provide a picture that is as accurate, realistic and useful as possible.

For example, a countryv like South Adfrica — despite its rich arrayv of natural
resources — has enjoyved only moderate economic growth owver the past 10 wvears,
during one of the largest commodity booms in history, and attracted one-tenth the
FDI of Nigeria in 201 1. In the areas of sociceconomic development and perceived
competitiveness, South Africa is, by and large, below par with comparable dynamic
markets, with some lacklustre results.

The United Nations Development Programme’'s (UNDP) Human Development
Index (HDI1), swhich measures the quality of lite according to per capita income,
education and healthcare, ranked South Africa at 123™ out of 187 countries in 2011
— on a par with far less developed economies like Namibia. More dynamic markets
that are still grappling with enormous social challenges like Turkey and Brazil were
ranked 927 gand 84™ respectively.’®

South Africa’s comparative competitiveness according to the World Economic
Forum’'s (WEF) Global Competitive Index (GCl) of 2011 was a mediocre 50" position
out of 142 countries — well below the likes of Poland (in 41 position), Chile (34%) or
Singapore (2. The country is sorely lacking in basic requirements, including certain
macroeconomic and labour efficiencies. !

But South Africa does balance the scales with some impressive results measured

10 See the UNDP's HDI (wwhw.undp.org).

11 See the WEF’'s GCl (whwhw owef orgh.
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Chapter 2: The New World of Dyvnamic Markets

in the GCI. It has a world-class financial market, ranking first in auditing and reporting,
and in the regulation of its securities exchange. South Africa’s corporate sector is
strong, backed by the efficacy of its corporate boards and high-guality business
schools, all of which rank among the top in the world. These add to its dvnamism.

South Africa’s private sector — and especially listed companies — is particularly
competitive when compared with other dvnamic markets around the world.

South Adfrican companies are large relative to the economic size of the country.
In fact, it is difficult to think of another country of South Africa’s size or level of
development that has produced companies of a similar size or of that global reach,
which is an important attribute of aspiring dyvnamic markets seeking to extend their
interests and influence in a changing global economy.

This is best illustrated through the market capitalisation of listed companies on
South Adfrica’s stock exchange. While economic behemoths like China, Bra=zil and
India have a stock exchange that is roughly 8196, 742 and 93% respectively of
their gross domestic product (GDP), the market capitalisation of South Africa’s listed
companies is over 278% 0 of its GDP. Economies of a similar size, like Argentina,
have stock exchanges that are less than 209 of their GDPs, while even Turkey and
Indonesia hawve ratios around 409 and 50% respectively.’?

This simply means that, while South Africa may be far smaller than the likes
of China, Brazil and India in gross economic terms, the collective listing of its
companies, and thus the capital it is able to raise, is of a comparable size.

The size of its companies and key economic actors is, in real terms, six or seven
times the size of competing dynamic markets like Argentina and Turkey.

These measures abowve illustrate some of the complexity arcound dynamic markets
and the range of wvariables that contribute to their dynamic potential. The example
of South Adrica is useful, as it falls short In certain areas (like HDI| or basic areas of
competitiveness), but its private-sector actors and the quality of its stock exchange far
outstrip those of similar countries. This is a core reason why South Africa is indeed a
leading dyvnamic market.

Related to this, and an important part of the composite measure around the
management environment, is South Africa’s relatively impressive ranking on the
World Bank's Ease of Doing Business surwvey, where South Adrica ranks 35™ out of
183 countries. Far more new businesses are registered in countries like Turkey and
Indonesia, and these also have a nmnumber of better business-related reforms. But
South Africa at 35 still ranks higher than both Turkey (715 and Indonesia (129" in
terms of the ease of doing business. It is also well ahead of any other African country,
with Rwanda coming in at 40" position and Morocco, which has a similar level of

human development, at an improved 94 in the 2011 ranking.'s

12 These figures were sourced from the World Bank: (http/data.worldbank.org/indicator/™NY_.GDP.
MMETPOKD.ZG).

13 See the World Bank's Ease of Doing Business Report (wwhw.oworldbank . org).
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Talent Management in Emerging Markets

Innowvation is a key enabler of economic progress and an important point of
reference for dyvnamic markets. Described by the French business school, INSEAD,
which compiles the Global Innowvation Index annually, as “the essential element
of resilience as economies aim to sustain their growth while creating new jobs

for their citizens,” innowvation is growing in scope and relevance as a measure of
competitiveness and economic dynamism.™

Looking at the performance of certain dyvnamic markets in the area of innowvation:
South Africa ranked 59" out of 125 countries in the Global Innovation Index in 201 1,
lagging behind Chile (38", Bra=zil (47" and WVietnam (51, but ahead of Turkeyw
(65" and Kenyva (89%). Kenva, an increasingly prominent African dyvnamic market, is
rapidly becoming the recognised poster child of innowvation in Africa following new
products and processes in a range of sectors such as telecoms, mobile payvments and
agribusiness.

Kenwya is also driving the regional integration agenda in East Africa and positioning
itself as a wviable gateway between East Africa and Asia (especially India), which
ticks another important dynamic-market block of interconnectedness and influence
bevond its borders.

Institutional strength and effectiveness, gowvernance, political stability and the
regulatory environment are all important facets and measures in the dynamic-
market composite, which make up the environment and contribute to the economic
potential of these countries.

These indicators represent the intersection of the business management
environment and the political economy within which management operates. They
indicate levels of efficiency, regulation, political risk and a range of exogenous
factors that make up the world of business, especially in these markets.

For example, a comprehensive measure of governance that includes wvoice
and accountability, political stability, government effectiveness, the quality of the
regulatory environment and the rule of law provides a very interesting and important
perspective of the operating environment in dynamic markets. Those more progressive
dynamic markets like Singapore and Chile score well in this area of governance,
ranking 1% and 23 respectivelv. South Adfrica (in 515 position) ranks higher than
the likes of Argentina (7279), India (76*) and Colombia (9%, China comes in at 10t
position (see table 1).75

14 See INSEAD's Global Innowvation Index and Report (wwhw.globalinnovationindex.orgy.

15 These figures were sourced from the World Bank's Worldwide Gowvernance Indicators (wwiww.

worldbank.org).
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Chapter 2: The New World of Dyvnamic Markets

But this measure of governance is particularly wuseful in distinguishing
progressively adwvancing dynamic markets from others that are merely resource-rich
and fast-growing. Countries like Angola and the Democratic Republic of Congo
(DRC) are two of the fastest-growing economies in Africa, but they score poorly in
areas of governance, political stability, institutional quality and levels of corruption
— ranking in this measure of governance at 130™ and 154" positions respectively.
CGhana ranks at 56 position, exhibkiting more dynamic-market attributes than Angola
and the DRC as well as many other African counterparts.

Finally, an important feature that distinguishes dynamic markets from other
neww definitions or acronyms associated with emerging-market terminology is the
dvnamic-market actors that emerge from them. The companies, individuals and
institutions are a core component and shaper of dynamic markets. It is useful to hawve
an idea of who they are and what drives them (or defines them) in an effort to better

understand the full complexity of dynamic markets themselwves.

Key Management Traits of
Dynamic-market Champions'®

Dyvnamic-market companies tend to have a nuanced approach to doing business.
This is strongly influenced by culture and an innate set of skills which they take
into new markets and draw on when they navigate their way through the unusual
challenges theyv are confronted with. These skills and the alternative approach to
doing business help dvnamic-market companies not only to overcome institutional
wvoids and adwversity in new markets, but also to forge new opportunities by virtue of
those voids hampering conventional activities. Such companies fill the voids, creating
commercial opportunities for themselves and improving the overall environment in
the markets in which theyv are active. They develop such capabilities from a particular

platform created in and by their home markets.

General Management in Dyvnamic Markets thus comprises a much broader
understanding and competency around running a business on a day-to-day basis
and wwith a strategic wview of the future. General managers in dyvnamic markets
tend to be broad-based technical experts, with a keen knowledge of the bouquet
of business functions together with a cultural avwareness and political sawvwvy that
allow them to nawvigate their way through complex but exciting locations. They
hawve an ability to execute effectively in these environments where their business

acumen has been attuned for the unexpected and where their role and ocutcome

are well beyond simply the bottom line.

15 MMuch of the information and insights in the section are based on the excellent research conducted by

Steven Asbury in 2011 on the dynamic-market companies referred to below.
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Successtul dyvnamic-market champions from South Afdrica, Brazil, China, India,
Mexico and Turkey all tend to roughly share a common set of traits in their
internationalisation strategies and operations. These firms are the new pistons behind
the engines of global economic growth. They are emploving increasing numbers
worldwide. Tata, the diversified conglomerate from India, employs 400 000 people,
while Brazilian mining giant, Vale, and telecoms accessory manutacturer, Huawwei
from China, employ 150 000 and 110 000 people respectively across the globe.
These companies are driving productivity and innowvation in global markets with
tresh approaches to general management and strategic planning.

This starts with a particular styvle of leadership that is underpinned by long-term
stability — perhaps in the form of a familyv business or through support from the state.
The leadership is able to identify opportunities in new markets, see the future and,
most importantly, it has the will and energy to pursue them. It is also able to go
the distance with continuity and persistence, conscious of strategic, financial and
operational imperatives to the business.

These leadership traits are clearlyv evident from Alibaba, a leading e-commerce
group trom China, to Wale from Brazil and Tata from India.

Jack Ma, the iconic entrepreneur behind Alibaba, founded the company in 1999
through borrowwed funds from friends and family. His obsession with entrepreneurship
and the role of small business in ‘changing the world’ permeates into the values of
the company today. He has successfully captured the commitment of local personnel
bvw appealing to a higher ideal with a conscious drive to empower employees and
customers, while innowvating through wvarious start-ups within the Alibaba group —
injecting ongoing energy into the organisation.

ZVale, on the other hand, was created as a strategic asset by the Bra=zilian
sovernment in 1942 but undernwentradical growth and change following privatisation
im 1997 and, more significantly, under the leadership of Roger Agnelli from 2001.
Agnelli, an investment banker by training, drove Vale’'s growth and expansion at an
astronomical pace through a series of risky acquisitions and with uncanny wvision.
This was based on growth in Asia (predominantly China) — for which he sought to

develop unique, large ore carriers to overcome the competitive disadvantage of the

gseographical distance between Brazil and China — and, later, on large-scale projects
imn unexplored Africa. But Agnelli's visionary ideas — which were more global than
Brazilian-focused — led to his ousting from the helm of Wale following political

pressures from newly elected Brazilian President Dilma Rouseff in 201 1.

Tata, after 140 vears, has instilled four generations of ethical business, innowvation
and philanthropy in its business. It has embraced, or even come to epitomise, what
leading academic in strategy from Wharton Business School, Habir Singh, and others
call “The India Way’'.'” This is a set of principles underpinned by the basic premise that

the greater good of the nation or simply national development imperatives are just

17 Capelli, Singh, Singh & Useem (201 0).
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Chapter 2: The New World of Dyvnamic Markets

as important as the financial bottom line or image of a company. The development
and progress of a country are an important prerequisite for the survival and success
of a company.

Current chairperson of Tata, Ratan Tata, is the great-grandson of the founder
of the company. Tata thrives on social capital — the value created from inwvesting in
good community and human relationships — in the same waw that it relies on hard
assets for sustainable growth. This means basing investments and operating decisions
on the nmneeds and interests of all who will be affected: shareholders, emplovees,
customers, and the people of the countries where Tata operates.’® Under Ratan Tata,
and pursuing these values, the Tata group’s revenues have grown twelvefold.

Prior to expanding into new markets, dynamic-market champions established
a dominant position in their home markets. This is where they honed their skills,
built their competencies, identified and focused on what it was theyv do best, and,

ultimately, exported this to other markets. They chose new markets based on what

they had to offer and the existing competition — seeking a leading position in those
markets. In their expansion, most strived to maintain their corporate culture (and
a link to the home-country culture) through a philosophy of ‘one company, one
system’.

This is most evident in companies like SABMiller, the brewer from South Adrica,
cement producer CEMEX from Mexico, and diversified conglomerate Koc from
Turkey.

Established in 1895, South African Breweries underwent steady expansion owver
the next 60 vears, with operations across South Africa and into Rhodesia and Northern
Rhodesia (as they were known at the time). In 1956, in response to new beer taxes
and declining volumes, South Adrica’s three largest brewers, SAB, Ohlssons and
United merged their operations under SAB, giving it control of 9096 of the market, a
position it has defended more or less successfully ever since.

SABMiller prides itself on a standard set of systems and controls which have been
honed in its home market of South Africa and, later, Southern Africa more broadly.
It has embedded values or ethical guidelines that each entity in the group must sign
up to.

Similarly, CEMEX has grown globally competitive through innowvative processes
and practices developed in its home market of Mexico, where it forged a leading
position from humble provincial beginnings in 1906. Like SABMiller, CEMEX has
a clear understanding of its business model at strategic, market and operational
levels — adding innowvation and creativity to the traditionally less colourful practice
of cement production.

CEMEX knowws where it can add wvalue to a new property, which it acquires
at sensible prices, applving its technical skills and operating template to each

particular project or scenario, tweaking it for local conditions. It therefore brings its

18 Graham (2010).
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management systems to bear to progressively upgrade performance in whichewver
location it might be active.

The Turkish conglomerate, Koc, also has a long history of market dominance that
dates back to the first small grocery store in Ankara in 191 7. From there, the company
diversified into construction, oil and automotives to become the first incorporated
private company in Turkey in 1938. Koc relied on state support for protection in its
local market of Turkeyw, while forging exclusive technology partnerships with leading
international playvers. It also retained control or ownership of its value chain, all of
which ensured that it held on to its leading position in the Turkish market and other
developing markets it entered.

While ensuring consistency and standards honed in home markets, all leading
companies from dynamic markets seem open to learm about and adapt to the
specifics of each market and culture. They hawve a strong affinity for cultural diversity,
which is engrained in their strategic thinking and day-to-day operations. Successtul
companies have a genuine orientation to discowver and learn.

In terms of people, mMmanagement and skills, most of these companies come from
dvrnamic markets where they were fortunate to have a pool of management and
technical talent to dravw from and which was happyv to be deploved abroad. Translating
these skills in new and different markets proved challenging, but was imperative.
In addition to this, these companies also invested in people and management in
the skills-poor environments which they entered. This empowered the locals and
signalled a long-term commitment to the country and its people, bevond merely
commercial gains, playing an active role in the country’s economic development.
This built a relationship of trust and confidence with host governments, which is
crucial in dynamic markets.

This is evident in most dynamic-market firms expanding abroad, but lessons from
SABMiller and Infoswvs, the leading information technology (IT) services prowvider
from India, are particularly instructive.

sABMiller has been described in some circles as a school of management
excellence. Its business hinges on the gquality and consistency of management
and management systems. SAB has had leading-edge management development
programmes and practices in place since the 1970s. This has earned it the reputation
as one of the best-managed companies in South Africa. With this has come a deep
pocol of committed and experienced managers to draw from and deploy arcund the
wworld.

With owver 65 sales offices, and 59 development centres in 33 countries around
the world, Infosys employvees 130 000 people worldwide. Its talent management and
development hawve helped it earn the ranking as India’s most admired company in
the popular Wall Street fowrrnal. In an effort to win the ‘talent vwar” in India, Infosys
invests $5 000 in training cost per new hire, with roughly 25 weeks” training before
being assigned to a particular business unit. It also emphasises training and education

abowve immediate pay or earmings, instilling a particular culture or value associated
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with longer-term goals for the individual and organisation — with a strong mantra of
ethical behaviour and practices.

Importantly, besides becoming the emplover of choice back home in India,
Infosys has focused on hiring and developing local talent in new markets. This has
built trust and confidence with governments and their people through the exporting
of ‘“The India Way’ into new markets and societies.

Most dvnamic-market champions hawve capital (or access to capital) at their
disposal. Resources to expand and to maintain investments abroad, even if the returns
on those investments are slow to come, have proven important. This relates back to
the market capitalisation of security exchanges. South African companies were well
equipped financially to enter new markets post-1994, with sufficient capital support.
This is evident in SAB’'s expansion drive in the mid-1990s, and Vale’'s International
Public Offering (IPO) in 1997, which was soon followed byv acquisitions abroad.

Financial constraints and complex markets demand a highly disciplined
management structure. Managers in those markets often enjoy a high degree
of autonomy, but with greater responsibility and driven toward execution and
performance.

Finallyv, dvnamic-market champions are hungry for knowledge and learmning.
They make a conscious effort to learn from the best practices of others and to
constantly evaluate their own track record and performance in an effort to build on
their own best practices. They are energetic and willing to try new things in new
markets. These are traits theyv have built off a platform in their home country. Their
wvery existence and the nature of their global activities represent the core of what
dyvnmnamic markets are all about. Without these companies, dyvrnamic markets would

simply not be dynamic.

Concluding Remarks

The world is changing fast and a new breed of countries is driving global
economic growth. But these are not simply rapidly expanding juggernauts. Theyw
are highly complex political economies, grappling with the prospects of growth
and interconnectedness, and mindful of national interests and social development
imperatives back home. Theyw are forging progressive structures and institutions, and
have increasinglyv sophisticated actors in the form of companies, agencies, individual
leaders and government technocrats to help manage dramatic political, economic
and social changes under way, and capitalise on the opportunities emerging bw
nurturing the restless energy that defines them. These are dynamic markets.
Attempts at redefining the dated concept of emerging markets have tended to
neglect some key distinguishing attributes of these new drivers and shapers of the
global political economy. The notion of dvnamic markets considers a broad arraw
of criteria — bevond linear economic measures — that have come to define these

economies. Political, social and cultural factors are not only relevant, but are also
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keyw to the operating environment. This includes important enablers like innowvation,
institutions and governance, which most practitioners would agree form the true
essence of dynamic markets and determine the ‘terms of business’ in those countries.

The old adage that politics and economics are two sides of the same coin should
perhaps be updated in this new era of dynamic markets. Politics, in fact, drives
economics and shapes our business environment in dyvnamic markets. It is crucial
for business leaders and managers to expand their conventional acumen and hawve a
protfound understanding and appreciation of the political and cultural environment
in which they operate.

Finally, dyvnamic markets are defined by their actors. Dyvnamic-market firms tend
to exude similar management traits underpinned byv a particular strategic leadership
in their growth and international expansion. Many of these are characterised by
intergenerational family leadership that informs the organisational walues and
ambitions of the firm still today. Others have emerged from state control or yvears of
leveraging state support, having built a foundation of capital and skills, which they
have now shed as they enter more competitive international markets. This does beg
the gquestion around the role of the environment and the various state or public actors
in the development of these now globally competitive firms.

But, most of all, it is the nature, approach and ambition of the firms and

individuals in dyvnamic markets that make them truly dyvrnamic!
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TALENT MMANAGEMENT
CHALLENGES 1IN
EMERGING MARKETS

Steve Bluen

Introduction

The projected growth of the BRICS (Brazil, Russia, India, China, and, latterly, South
Afdrica) countries is impressive: Hewlett and Rashid (201 1) predict that China will
become the world’'s largest economy byw the 2020s, and that India, currently 11%,

could leapfrog Japan into 3™ place this wyear (2012). By 2050, whereas 97% of

the 438 million people joining the global workforce will come from developing
countries, the workforce in developed countries will have shrunk by 11 million, with
emerging economies having growvwn by 1.7 billion.” Multinational companies (MMNCs)

have been expanding their presence, particularly into emerging markets.

These developments vield important talent implications. For example, in a 3-yvear
period, IBAM hired more than 90 000 people in Brazil, China and India.? Attracting,
retaining, developing and deploying that amount of skilled and managerial talent
owver such a short period of time create exactly the kinds of challenges facing MMNCs
operating in emerging markets. Not least of these is the need to develop dyvnamic,
world-class talent management approaches if they are to remain competitive. “While
companies are facing significant talent management challenges in several regions of
the world ... the challenges are most acute ... in the emerging markets such as the
BRIC economies of Brazil, Russia, India, China and the economies of Central and
Eastern Europe.”™?

The focus of this chapter is to describe the challenges inherent in mMmanaging
talent in emerging markets and the responses MMNCs have adopted to address those
challenges. Before focusing on emerging markets, some of the dyvnamics of talent
management per se are outlined. The situation becomes increasingly complex
when managing talent globally, and the challenge becomes even greater when
the MMNC's global footprint extends to include emerging markets. To address these
challenges, a framework for managing talent in emerging markets is proposed, and
issues associated with each element of the model are discussed in turn. Finally, some
learnings for managing talent in emerging markets are proposed.

1 Accenture (2071 1).
2 Schuler, Jackson & Tarigue (201 1).
3 Farndale, Scullion & Sparrow (2010:161).
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Increasing Talent Management Complexity:
from Local to Global to Emerging Markets

The challenge of managing talent in a single (domestic) business unit is exciting. An
indication of the scope of single-country talent management challenges is presented
in table 1.

Table T: Talent Management Challenges Facing arn Organisation Operating in a Single Cowurntre

Talent Focus Area Key Questions
Business strategy Wiwhat is the five-vear business plan, and how does it shape the talent
alignment strategv? Do we have a compelling talent management business

case? Do we have the right talent mix and bench strength to achieve

the business plan?

Are our desired talent pools aligned to the business strategy?

Succession planning Wivhat are the vacancy and labour turnover rates and the resultant

positions needing to be filled?

Is there suitable talent to fill the vacancies — either from within
(internal cowver and the multiple knock-on effects that such mowes

will create) or externally in the market?

On average, how long do we take to fill each vacancy, especially
those that are critical to the business’'s operations? How can we

shorten this time to fill?z
Wwhat does the talent mix look like? Do we have enough high-flvers
to lead the company in the future?

Wiho are the engine rcom and the negativelyv plateaued people,
respectivelv? What engagement, advancement and development

plans are to be made for each person within these categories?

Attraction and wWihat can we do to ensure that we recruit a disproportionate number
selection of high-calibre talent into the organisation?
Do we recruit people only to fill vacancies or does the company

encourage recruiting people for potential, even if there is no vacant
position for them to fillz

Similarly, do we choose people who hawve skills required to fill
current jobs or do we rather opt for talent with high potential when

making selection decisions?

Howw do we hone selection and promotion tools and skills to

ensure culture fairness and enhance the predictive validity of talent

decision making?

30

EBESCChost — printed om L1/19//2020 2:29 FM wia TRIDENT TUHIVERSITY . 211 unoe subjects So hotsps s e cbhocoo o comf sSerma—af—uoe



Chapter 3: Talent Management Challenges in Emerging Markets

Talent Focus Area Key Questions
Retention and Howw do we engage each person individually (rather than adopting
engagement a generic engagement plan) so that they are motivated (a) to perform

optimally over time, and (b)) to remain engaged and committed to

the business?

Who are the restless people — the flight risks (the notoriously
difficult task of predicting propensity to leawve the business)? Can we
accommodate their needs? Who require mowves into other jobs? Who
are likely to be promoted, and are they ready to take on the additional

responsibility? What can be done to speed up this readiness?

Development Is our career dewvelopment approach mutually beneficial to
emplovees and the company?

Does the company have a learning and development plan in place
to meet our current and future skills and leadership needs?

wWho needs to be trained, coached or mentored? What is the nature
of those learnings and how do we reduce time-to-competence?
Does everyone hawve an individual development plan agreed with
their manager that is aligned to their competency and performance
gaps, management/leadership capability needs and career paths?
Do we deliberately mowve high-potential people across functions,

regions or geographies as a form of accelerated development?

Managing Howw do we ensure that the high-calibre people we have attracted,
performance retained and developed perform optimallw?

Are the talent management and performance management

approaches dovetailed and mutually supportive?

Reward and What, how, and at what market level, do we set competitive
recognition remuneration levels? What changes are needed to make the benefit

structures competitive, vet affordable to the company?

Diversity Howw do we maximise transformation to trulv embrace diversity?

Howw do we ensure that our diversity efforts go beyvond headcount

targets to transform the culture of the business?

Organisational Howw do we create a total emplovment offering and market an
culture emplovee wvalue proposition that renders the business a true
emplover of choice — as perceived by existing emplovees and by

aspirant emplovees in our target market?

Howw can we turn this organisation into the most desirable place to

wwork?
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Talent Focus Area

Key Questions

Talent information

sy sterm

How do we run a talent management system that provides all users
with real-time, consistent and accurate data upon which to make

talent decisions?

Talent review and

evaluation

Hawe we selected the appropriate talent key performance indicators

(KPIs) that drive business performance?
How do we optimise our talent KPIs?

Does meeting talent KPI targets enhance business performance?

Line management’'s

talent role

How do we enrol the chief executive officer (CEO), the Board
and all line managers to fulfil their crucial roles in making talent
management effective? How do we make them competent to fulfil

these roles effectively?

The human resource
(HR) function’s
role in talent

management

How do we substantiate a budget to implement the answers to all
these guestions and develop an effective talent team to achieve the

desired results?

Does our talent strategy simultaneocusly meet business needs and

conform to best practice?

Talent
management’'s
impact on business

perforr‘nance

Ultimatelyv, are we doing all that we can to attract, retain and
develop a disproportionate amount of high-calibre talent that will
enable the business to achieve its strategic objectives and win in

the marketplace?

Civen the multiple mowving parts, inevitable uncontrollable factors, and unpredictable
changes, the dynamism inherent in talent management in a single business unit
makes it an extremely exciting and challenging endeawvour.

The situation becomes far more complex, though equally strategically important,
when managing talent globally. Global talent management is crucially important
for three reasons:* First, internationally competent business leaders represent a ke
component of global business success. Secondly, until recently, it has been extremely
difficult to attract and retain suitable leaders to run international operations. Thirdly,
given the complexities associated with international operations, talent management is
more complex in global companies than in domestic firms. Indeed, the consequence
of not deployving the right talent in the right places is a leading threat to NMMNCs.
A gquarter of the CEOs surveyed in the latest PricewaterhouseCoopers (Pw ) CEO
Surwvey® said they were unable to capitalise on Mmarket opportunities or had to cancel

or delay strategic initiatives because of talent constraints, including: talent-related

= According to McecDonnell, Lamare, Gunnigle & Lawvelle (2010).

=1 Pwvwd” (207 2.
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expenses rising more than expected; inability to innovate effectively or pursue market
opportunities; cancelling or delaving keyv strategic initiatives; inability to achiewve
growth forecasts in owverseas markets; and falling production and service-delivery
cuality standards. Thus, global talent management is a major strategic priority for
CEOs. It is not surprising, therefore, that CEOs rated developing talent pipelines {(and
meeting with customers) as their most important priorities.® The reason for talent
being so important is that the talent shortage is global and not local. There are no
hidden pools of talent that companies can access to solve the problem. The full
extent of the strategic importance of global talent management has been articulated
by several leading academics in the global talent field.” These are summarised in
table 2 beloww.

Table Z2: Why Clobal Talent Management s an fncreasingly Important Strategic Issue for

MMultinational Corporations®

Trend Implication

The critical The success of MMNCs is closely linked to how well they identify,
importance of manage and adapt to the many global talent challenges they face.
global talent To achiewve this, they need to understand the environmental forces
management is shaping talent management.

recognised

Competition for Competition for talent has moved from country to regional and
talent is now global global levels: talent resides throughout MMNCs” global operations.
This requires a global talent management focus if MMNCs are to
remain competitive. This is becoming increasingly difficult, as
MMNCs compete in the same, limited talent pools where demand
greatly outweighs supply. Consequently, MMNCs have to become
more attractive and develop compelling emplovee wvalue

propositions to attract and retain talent.

Global talent wWith the rapid growth of both MMMNCs and the internationalisation
management is of small and medium-sized businesses, global talent management
becoming more appears increasingly on the strategic agendas of smaller organisations
Ppervasive — not just the MMNCs.

53 15th Annual CEQ Survey (PwiC 201 2).

r Some of the prominent writers on global talent management include: Collings, McocDonnell & Scullion

(2009); Collings, Scullion & MMorley (2007); Farndale, Scullion & Sparrow (2010); Hewlett & Rashid
2010); McecDonnell & Collings (201 1) Ready, Hill & Conger (2008); Schuler, Jackson & Tarique
(20113 Scullion & Collings (201 1); Scullion, Collings & Caligiuri (2010); Tarique & Schuler (20170,

3 Table 2 is adapted from: Schuler, Jackson & Tarigue (2011); Scullion & Collings (201 1) Scullion,
Caligiuri & Collings (2008); Tarigque & Schuler (201 0).
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