Nagasaki University
International Business

International Business
Management
in the U.S.

~ Lessons learned through turnaround experience~

12/6/2024
Ex-SVP NEC, Ex-CEO NECAM
Takayuki Okada



=) 2B [

o Integrity&ELNVDEEZHNDTUNE

g



BANDFHEFAL

« FBEZTEIW-RIZ, DIZE T=F—AY
t—IFwJmAR3MEET, 71)—T4+—<T
FTEWTEL T ZELY,

BFIZHWMSEIEXEL, TEREUVEE A,

— & -+ SEE-mail:
takayuki_c_okada@kkd.biglobe.ne.jp



Objectives (B AY)

* To provide an opportunity to think about what are
points to manage international business outside the

mother country (BIAIZEZTHLoOHMEZEIRHE)

* By sharing my turnaround (BB%) experience in the
U.S.

International business & management

H.Q Subsidiaries

Mother country | > Other countries —®

Ex.) Japan U.S. U.sS.
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Agenda

Introduction

Before & after turnaround
Design & plan transformation
Execute transformation

Points to make international business
successful

Points for individuals to succeed in
international business

Lastly
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1. Introduction



1-1. Who is Mr. Okada”?

B 1975-2014 NEC

» Started my career as database software engineer

» Most of my career is related to Information Technologies’
software business. Both engineering and business side.

» International business: Worked in the U.S. twice, totally
for 8 years. Business with China, India and Europe.

H 2009-2012 President & CEO, NEC Corporation of
America(NECAM)

» Did turnaround (F3%£)from consecutive (ZE#%) 3-4 years’
unprofitable (FR=F) company to profitable (&)
company. Got NEC’s President Award in both 1H & 2H of
FY12.




1-2. Who is NEC?
(20094ELH)

Established: July 17, 1899
Capital: ¥ 397.2 billion
Consolidated Net Sales: ¥ 3,043.1 billion (3JKM) )

Operations of NEC Group: IT Services, IT Platform, Carrier Network,

Social Infrastructure, Personal Solutions,
Others

Employees: NEC Corporation
24,237
NEC Corporation and Consolidated Subsidiaries
100,914
Consolidated Subsidiaries: 257

(FEHDOH)

Financial results are based on accounting principles generally accepted in Japan.

© NEC Corporation 2013 Page 8



NEC major business (2009t8)
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1-3. NEC group in the U.S. (20094ELE)

" lNetCracker Technology]
| ; | | Waltham, MA

NEC Display Solutions of America \‘

Itasca, lllinois
)\ NEC Financial Services
Saddle Brook, New Jersey

i/\ [ NEC Labs America]
Princeton, New Jersey

|
4

NEC Sphere
Chicago, lllinois Y

4

- NEC Corporation of America
(NECAM) Irving, T@Xas
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Who is NECAM? (20094tE)

Revenue (55 _E): $700M, number of employees:
1700

6-8 subsidiaries were integrated to a company, which
Is current NECAM

HQ(A%t) : Dallas in Texas
Four major offices(Texas, West & East coast) +
Many sales offices and field support offices

Four major business: almost the same as NEC HQ
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NECAM'’s four major business

* Unified Communications solutions (FEEEHELRE)
* Voice Over IP (VolIP) products & solutions
* Network Managed Services

IT Solutions and Services business

* Biometric solutions: ¥5#X. BAFREEAE

* Retail Solutions: €7 AL T MIT

IT Platform (HW & SW) business

* Servers and Storage products

e Cloud platform (V25O FRAY—/\, ARL—V 13 E)
Carrier Network business

 Radio Microwave Communications products ((EmEME.

AT&TA] T3kl L)
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2. Before & after turnaround



2-1. NECAM'’s Status before turnaround

B Unprofitable for consecutive 3-4 years (Fig.2-1)
> S$??-?2?M loss per year (FRF)
> Large head count reduction every year (f#JE)
> No merit increase, no incentive bonus paid (FEEIFES.

E5)
B Employees’ morale: very low

14



Fig.2-1 NECAM’s performance before FY09

Sales
I t Decreased year by year
FYO7  FYOS8

Operating Profit
(B XF4E)

FYO7 FYO08

— /

Continuous “huge” loss
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2-1. NECAM'’s Status before turnaround

B Unprofitable for consecutive 3-4 years (Fig.2-1)
» S??-??M loss per year
» Head count reduction every year
» No merit increase, no incentive bonus paid

B Employees’ morale: very low

B NECHQ’s intent: to control everything about NECAM (Fig.2-3)

> Because NECAM management had been losing credibility ({§F
F)
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Fig 2-3 NEC HQ controls everything about NECAM
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2-1. NECAM'’s Status before turnaround

B Unprofitable for consecutive 3-4 years (Fig.2-1)
> S??-??M per year
» Head count reduction every year
» No merit increase, no incentive bonus paid

B Employees’ morale: very low

B NECHQ’s intent to control everything about NECAM (Fig.2-3)
> Because NECAM management had been losing credibility

B NECAM employees have “No trust to CEO “({E#E#4iL)

» Every two years, CEO was replaced and dispatched from NEC HQ.
NECAM’s direction & strategy were changed every time.

> Local people’s hidden voice was “Let’s wait until “a storm
passes”” (EMNBEFESETHEHED)

C—> “Survive or die” (&£Z=3h . SLEITNIEFEH)
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Background: Why couldn’t stop bleeding (R ) ?

One roof, but not truly merged after integration of 6-8
companies. (FEESNELVEF)

v E.g. “I have no bonus but you have, while we are at the same group”

Since serious “pains” are inevitable (AR &) to realize true
merger, no CEOs were willing to face challenges during their
short tenure GRRZIGTEH T FOPRELIZESEE) .

Unclear accountability & authority for performance &

attractiveness of the company. (BEBk7AERBAE 1T EHERR)
v Everything is controlled by NEC HQ. NECAM'’s CEO gave up to manage
the company. (REEDKK=A)

Supply of weapons (B#4) from NEC HQ had weakened for
many years, while NECAM had no financial capacity to
purchase new weapons by itself.

19



2-2. After turnaround (B&%#)
<perfor|mance viewpoint>
Sales

Declined a little bit
or flat

IEEEEN

FYO7 Frvos ! Fyog FY10 FY11 FY12

My tenure
AR

Operating Profit

BE

3 digits
improvement &
became profitable

L
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<Employees’ morale viewpoint>
Voluntarily leaving (B X BiHE)

(%)
12 Unemployment rate in NECAM’s
U.S. (Left axis) Number of V.L. -
10 o (rightaxis)
8

6 FEHSRAD it
ERE RS TRON it 2
;*;fg‘i’i%%% R _}/ RELTEAAEM  stay, although

Left because of — external job
Stay because of pains and opportunities
9 very limited ____ confusions Ic?y —_increased
external job transformations
0 opportunities , . W

FYO9 FY10 FY11 FY12
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3. Design and plan transformation



Q1.
Assuming you were assigned to be CEO of

NECAM in FY09,

from what kind of viewpoints (#251) do
you diagnose (52 #f7) the company?

LLHLE - AEFDNECAMD L RICESRENT=5,
ESVNORR-BRTRIULEZHLET O ?
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My framework to diagnose “kind of illness” of a
company/business (JRZ D2 T D #2HEA)

Achieve Business Targets Sales, Profits, Cash Flow etc.

(GeE. M, FryaT0—%F)

Offerln S Products Services, Solutions
8 <chr>
Attention Process Process, system
to invisible (Ot . RTL)
elements |
People People, Organization, Culture

(HIZTR A\ (A, 4#. Bt)
HLER \
23X H) N alu s ,

Decision criteria

(M fEER. FIkrEEE)

~
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(Ref.) Mr. Inamori’s article @Nikkei newspaper, 2013

« Many Japanese companies have been struggling ({£3£),
while they do not lack for technologies, nor funds. They have
excellent and diligent employees, too. Unfortunately,
leadership fail to bring out company’s potential.

 Top management pays too much attention to “visible” such
as financial numbers and business strategies. (HICRZ 5% DI
FEZFILWLTE, T LTS -FIBDOHF. BERGLE)

* It’'s much more important to transform invisible employees’
mindset and corporate culture. It's needed to develop ideas
and ways to motivate and energize employees.

(EEBDOD, £EXIELGERICRAGENOEDOA
[ZAMCEE)

Honorary chairman, JAL
Founder, Kyocera Corp.




Result of diagnostics: many challenges (3R %8)
in all layers

Achieve Business Targets <Example of challenges>

‘ B Almost no competitive products & solutions

) B Legacy business model
Offerings B Lack of brand

M inefficient & outdated processes(ELxx7a+X)

= . cyess ,—
\ Process Poor execution capabilities (SE4TREN)

People B Very low motivation (EFR—I3Y)
B Weak management capabilities (R — )
B Silo type organization structure (31 Y #88)

alu
B Unclear decision criteria (BT EZE)

26



Develop strategy to treat “disease” (AL753E)

Broaden NEC Business to

Solutions Oriented, North America-based Business

* A stronger relationship with customers is key differentiator and key
for business growth
— Utilize our customer base
— Wallet Share (amount of customer spend on the solutions and
services NEC offers)

* Enterprise Solutions Business as a new driving busine
— Maximize local value add, in both IT and commun
— Focus on specific limited number of Vertical Mark

Business
model

transformation
 Competitive Products & Advanced Technologies

— Essential for solution business

* Realize ‘One NEC’ and concentrate all resources in one Corporate
— One Sales Force and One Profit Center model
— Strengthen NEC brand reputation and positioning transformation

27
© NEC Corporation 2009



Start three kinds of transformation (ZE&)

- P to a company that
{ ecome Profitable } commands respect and

& Sustainable oride (W#Eh . BUDETES
(¥Fifse °] BE7) 2t12)

{ Corporate model } to One NEC

to Solutions business
to a “customer-driven”
company

[ Business model }




What | thought

B To show NEC HQ that “NECAM has a strategy”, then
adjust it with NEC HQ

— Completely change relationship between NEC HQ and NECAM from
100% reactive

— Express accountabilities, then request authorities to execute the
strategy (GRBAEEZRBALI - L CTHIRETDEREZER)

M To present all employees with a road (STRATEGY) to
climb a top of a mountain (GOAL)

— To bring out local people’s potential
* In oversea business, major roles are played by
local people, not mother country’s people
* The fact was they had not truly believed my sayings
for first several years, but finally...
(ERRIFRD N TRV DHER . FADEIEZE
ECTIELVEMoT2)

"°~‘
P
d.
b
d..
o
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What | pursued (GBLVKR&HTULN=ZE)

To make the company attractive enough for
local people ( Both executives and employees)

(FR#DNIZESTHEAHLIEFLID)

» Job hopping culture. Many attractive companies exist
surrounding NECAM
» My belief : People are No.1 KSF for a company

» Need develop my own management way.
> Can’t 100% imitate (#£{ifl) the American management way.
Should not bring in (¥f3A) Japanese way.

30
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4. Execute transformation



Could I execute transformation
smoothly as planned without
any confusion or resistance?

RELCEAALICHERY(S
LEERTTEL?




Transform- Upturn,

ation Toughest 2nd step
4 years’ hard struggle 2tion 2" step

EXF| negative positive ‘“ negatlve ’ ( Positive, stable )

iy ormati T ——— =
rBu.s_M.o.d.eJ_tl:a.n.sIo%m ion . -

Offering

Integrate IT subsidiary Exit Exit
A A A
G&A CE
| = S
! Con usion TaIent Mgmt., Carrier path
Process > |:> ;| >
Rebuild Budget mgmt /Onpmhnn : Vi
. ‘—1 -z >
Establish Executive team >
|
Replace leadership, Coaching >
[
ool Compensation G-t--A-A08K oo IRFH--HORUS-- 2
SIS Bonus Bonus '

Restart hiring

0
New organlzatlon%structure

—emm A Visioln,L;Mision
(N New Strategyt Profitability, One NEC >

‘——_—

Value




Example of Resistance, obstacles & confusions
(Eh. BE. BEL

B Director level showed strong resistance, once the
implementation started (FRLANJLD@EZILTE)
»  Staff were not under his/her control any more

»  Dislike “change” - Much more familiar and comfortable with their
former proprietary services than new shared services

B Negative impact on day-to-day operations appeared
(B R DEFIZKE)

»  Complaints from customers and partners
»  Staff left. Know-how lost, Long hours’ overtime work. Morale
down

B Finger-pointing between two groups (kY7 HIEE#LES)
»  SVPs of two groups couldn’t resolve for a couple of months

34



Q2.
What should you do as CEO at this

situation?

DIET=MCEOTEDL, [T NEH ?

35



What | did

B Switched to Hands-on* management (‘\’ﬁ—“‘)%\‘zlﬂ)’@ﬁi
> Investigated by myself eHE. BoER)

»  Collected as much information as possible directly from field
level. Lots of mails and reports. Many various issues found out.

» Tried to Identify “essential” problem

B Made the hardest decision to replace a leadership
»  To save a company from a crisis, although our human

relationship would be damaged Lﬂ?‘z%lﬂ%’@ﬁ%}%;’k
»  Move Operations Group under me Eo ) =T DERE)

»  Appoint a new leadership from another group

B Continued follow-up by Hands-on for several months,
then switched back to Hands-off after | judged the

situation was under control RRDZEILZR
*) Hands off: delegate authority, and review report PYBZERT)

Hands on: do by myself 36



What kind of company did NECAM become
after transformation?

B Company Performance: (R#RIXREMZRH)

v' Could stay above “surface of water”. Most of business became stable.

v' Growth remained as next challenge.

B Employees’ bright facial expression (B U \EEIZ755)
v' Company’s performance improved -> Bonus, merit increase paid

v’ Started believing company’s future and their growth opportunities in the
company

v Willing to contribute to company's success

B Really integrated as one company (— 2D DNELIZ/FHoT=)
v" Way to run a company, system, process (G&A, CF, HR, Compensation...)

v Mindset, culture (employees voluntarily (B ) think and act across
groups for success of the company rather than just for their group)

37
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5. Points to make international business
successful



1) Make a company attractive enough for local
people (BRMDANIZE-TENHZ L)

— To recognize their interest, priorities and hidden voices (company,
job, leadership, community etc.) is fundamental

— Should not forcing mother country’s way. Should not just following
local way.

2) Clearly determine accountabilities and authorities
between HQ and subsidiary

(X1t LDE TR SRAR ELEIR)

— Brace yourself to take accountabilities for possible unpleasant
future (BERZTLHOTHEAFEEZED)

— Then, request authorities needed to fulfill accountabilities

39



3) Recognize “reality” to find out what you should do

(RRZEHT D)

— “People will see only what they want to see.” (Julius
Caesar) (R=L\EDFEIFERTLED)

— Utilize various approach

* Ex. SWOT analysis, Inverse triangle management framework
(See P.22)

40



4) Do what you should do, instead of what you want to or
cando (I REFZPLDH. PYUWLE, ONLHETITEC)

B Professor Peter Drucker called it as “Secret of success”

B Trap in case of dispatch abroad or promotion, because of
SOW’s expansion (B4, FERFDE)

B Think in-depth what should be done at this position and at
this timing (COIGETIORFHICHKT REE)

B Write down what you’re lacking to achieve it
(AR YLELVMNEEZERT)

» Skill, experiences, human network...
* Very difficult for most people

B Develop plans to fulfill such gaps (FO Xy T#EB&HB1=6
DETEZILTD)

« Ex.In my case, found out a “mentor” (A 2—)

41
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6. Points for individuals to succeed in
international business



6-1. Establish trust with local people

B Trust is foundation for all kind of business, especially essential
KSF for international management ({E#8I33 X THEMR)

v" In overseas business, major roles are played by local people. Ex. sales

B Points to build up trust:

(while culture, customs and histories are quite different)
> Integrity

v’ Definition: the quality of being honest and strong about what you
believe to be right

v Have allowance not to instantly reject local people’s thought, develop
own belief, and don’t easily change decision

» Open and transparent communication
(=T TERYDHSHAZ2=r—3aY)
v’ Especially in case of confusion, trouble, and no good performance
v' Ex. Recall of cars

43



6-2. Have agility to adjust to local

environments in a certain extent
(IR DIRFEIZ. HSEMBE TEHELHHEEE)

B Shota Imanaga (baseball pitcher of Chicago Cubs)

— No complaint about difference of Slope of pitcher’s mound, ball etc..
Accept and adjust to them

— While keeping his strength

B Failure example of Japanese expats in NECAM (H [F]3& 0 4 B f51)

— No doubt about “My experiences in Japan is 100% right”. Cannot
accept and adjust to new environments including the way of doing
business in U.S. (BATO#EERA100%IELLVEELCTRENHAELY)

B Ex. Leadership (=597 DIRAFHGES)
— Goal, Strategy vs. Wish/Hope+"Gemba-ryoku” (Frontline

employees’ capabilities)
44



6-3. Keep hungry for learning unknown

B Much more unknown in oversees than known. An important
thing is to keep hungry for learning without hesitation or
“stealing”. (Bb9 MLIBTTEUEITS. BHHEITH)

B Ex. In my case: three major unknowns/challenges in NECAM

(DRun U.S. company @Turnaround of a company @Four
major business domains)

— Aggressively learned and stole from an American mentor and local
people

B Could be a “golden opportunity” (ZE£DHIZHYS55)

— To differentiate yourself from others by learning and challenging
unknown (BHEFIZLMEWNRFTIL, //NT))

— a treasure of lifetime

45



6-4. Contents and logic are essential for comms,

while minimum language capabilities are needed
(NEEODYINKREMIZER)

B “You should ask questions if don’t understand my talk” (CHZ kX EH)
v' Chinese American’s presentation at Hewlett-Packard in U.S.

v Indian, Chinese,...: no hesitation to speak up even with strong native
language’s accent

B Content should be worthwhile for others to listen

v" Fluent English but almost no valuable content << Valuable content
with poor pronunciation

v" Cultivate yourself to have more content (B 5%EE<K3I2)
» Skills, knowhow, experiences, insights, viewpoints etc.

B Logic is one of KSF because culture, customs and histories are
different

v Reasoning, logical connections, consistencies and systematical thinking, .....

46



7. Lastly (1/2)

* |nternational business management has
own difficulties and challenges.

* Encourage you to develop your own style
of management and leadership.

LTS, JFHELDIE—EDHE ! !
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7. Lastly (BESAANDEEELY) (2/2)
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Thanks

Any Questions?
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