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1. Introduction
1.1  Background

Subsidiaries of German multinational enterprises have developed into independent
and strong units'. Some of them today earn high profits, serve as strategic partners for
the headquarters of the enterprise’, and they produce decisive innovations for the
whole enterprise’. On the other hand, some of the subsidiaries are dependent on the
headquarters and in need of resources and management know-how”. Latest technolo-
gies made it possible to further centralize decision making, and more and more global
strategies have been implemented by multinational corporations (Multinationals).
Therefore managers of large Multinationals find themselves in the situation where

they have to coordinate an international network of different foreign subsidiaries”.

Often, in theory and practice, this problem is met with management approaches,
which portray Multinationals worldwide as a homogenous organization. All subsidiar-
ies are treated equally worldwide with the same rights and management techniques®.
They also attempt to coordinate the whole worldwide and complex network from the
headquarters of the enterprise which leads to conflict situations where mature and
self-sufficient subsidiaries are concerned’. However, worldwide and standardized co-
ordination-concepts fail in practice because each foreign subsidiary has to be inte-
grated into the existing culture of the host country®, act in different environmental
conditions’, is equipped with more or less resources and capabilities'®, and plays a

specific strategic role in the worldwide group'' and thus represents an individual.

In the past corporate headquarters or their joint research departments were considered the source of innovation.
Today also subsidiaries are considered as a source of innovation. Cf. Hedlund, G., 1981, pp. 73-90 and Nohria,
N.,/Ghoshal, S., 1997, p. 23; and Doz, Y.L./Santos, J./Williamson, P., 2001, p. 11; Gupta, A.K./Govindarajan, V.,
1994, pp. 443-457 and 2000, pp. 473-457; Nobel, R./Birkinshaw, J., 1998, pp. 479-496.

Cf. Bartlett, C.A./Ghoshal, S., 1990a, pp. 149-173 and 2002, 131-154.

Cf. Kutschker, M./Schmid, S., 2004, p. 332.

Cf. Bartlett, C.A./Ghoshal, S., 1990b, pp. 141-144 and 2002, pp. 123-126; Stewart, J.M., 1995, pp. 63-73.

Cf. Kutschker, M./Schmid, S., 2004, p. 336.

Science refers to this as the UNO-Syndrome. Cf. Bartlett, C.A./Ghoshal, S., 2002, pp. 114-115, quoted according to
Levitt, A., 1983, pp 92-102. First published in Bartlett, C.A./Ghoshal, S., 1990, pp. 131 and 137.

! Science refers to this as Headquarter-Hierarchy-Syndrome. Cf. Bartlett, C.A./Ghoshal, S., 2002, pp. 115-116.

As to the dependence of organizations- and coordination-structure from the respective country-culture refer to Nohria,
N.,/Ghoshal, S., 1997, p. 23.

’ Cf. Robock, S.H./Simmons, K./Zwick, J., 1977, pp. 11-89.

10 Cf. Pfeffer, J./Salancik, G.R., 1978.

1 Cf. Bartlett, C.A./Ghoshal, S., 1990, pp. 138-146 and 2002, pp. 121-128.
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Consequently, each subsidiary has to be dealt with specifically and coordinated indi-
vidually in the worldwide group'®. Despite the interest from the field of management
policy in differentiated concepts for the coordination of foreign subsidiaries, there is a
lack of research in the area of business management'. While several theories for the
coordination of foreign subsidiaries only consider the perspective of the group, and
subsidiaries are viewed as a black box, the few approaches that do differentiate are

little known and too complex for their application in practice'.

The lack of suitable theories and concepts is reinforced by the differing and even con-
tradictory results of numerous empirical individual studies and coordination re-
searches'”. Furthermore in the field of research, it is becoming clear that single results
are not enough for the clarification of international questions of coordination. More
holistic approaches are needed, which can integrate and depict a large number of in-
fluences on the coordination'®. But the key problem of almost all theories on coordi-
nation of subsidiaries is the lack of practicability in business practice. While some
theories of differentiated coordination are well accepted in academia, they aren't in
entrepreneurial practice. Existing theoretical concepts are still too abstract for an op-
erative implementation in the business practice'’. In addition, the use of applicable

theories in business practice does not lead to satisfactory results.

1.2 Objective of the Thesis

This thesis has the objective to develop pragmatic analysis-instruments for the re-
search of the differentiated coordination of foreign subsidiaries. Since the key focus is
on the term “pragmatic”, the thesis will concentrate on the application of theories in
business practice. The objective is to further develop existing theories into pragmatic
tools usable in intensive case studies in science as well as in research projects in busi-
ness practice and management consultancy. This objective is based on the need in sci-
ence and practice expressed by several professors, researchers, and business managers

1n extensive interviews.

12 Cf. Thompson, J.D., 1967a: Lawrence, P.R./Lorsch, J.W., 1967a, pp. 1-47.
13 Cf. Kutschker, M./Schmid, S., 2004, pp. 1036-1037.

1 Cf. Nohria, N./Ghoshal, S., 1997, p. 129.

13 Cf. Harzing, A K., 1999, pp. 81-112.

e Cf. Drazin, R./van de Ven, A.H., 1985, p. 514-539.

17 Cf. Nohria, N./Ghoshal, S., 1997, pp. 93-97.
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In addition, the various single theories should be combined and related to each other

to develop a more holistic analysis-instrument accepted in business practice.

The analysis-instruments that will be developed are intended to assist the theorist as

well as corporate managers and management consultants in relation to the topic of

coordinating subsidiaries in the managerial practice or in empirical case studies. Addi-

tionally, it is intended to develop methods, which will lead to a comprehensive analy-

sis-instrument that will allow concrete recommendations for ready-to-use applica-

tions'?.

The objective of this application-oriented and scientific thesis is:

A broad analysis of the scientific literature to examine existing theories as to
their meaningfulness concerning differentiated coordination. In this thesis only
applicable theories are described in brief. In a separate publication all com-
monly used theories to describe coordination in Multinationals were analyzed
and examined'”.

To bring suitable theories and models into a unified research basis, so that they
can be simultaneously and complementarily used and implemented.

To create a ready-to-use analysis-instrument. Various models are partially too
theoretical and too far from the possibility of use in practice. They shall be de-
veloped further for their application in intensive case studies.

To integrate various theories into a comprehensive and broad analysis-
instrument. This model will provide actionable guidelines for the analysis of
the differentiated coordination of foreign subsidiaries.

To generate generally valid statements as to the current development of multi-

national enterprises.

18

Cf. Macharzina, K., 1982, pp. 111-143; 1992, pp. 591-607; 2002c; 2002, pp. 491-508.
Cf. Launer, M., 2004b
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1.3 Progress of the Research

The objective of developing a pragmatic approach to measure and shape coordination
mechanisms evolved from the professional situation of the author. During the past 12
years he examined the coordination of foreign subsidiaries in various multinational
enterprises and, in doing so, the author applied various methods of analysis in entre-

preneurial practice and management consultancy™.

Starting point was the examination of the Robert Bosch GmbH in 1992, more specifi-
cally the area of electrical power tools (Bosch EW) as part of an international research
project based on nine questionnaires®’. At that time, Bosch EW management was
working on developing a new and worldwide structural and organizational concept for
the up-coming year 2000. The trigger at the time was the discussion about meeting the
strategic challenge of globalization in the market of power tools by replacing the ex-

isting regional organizational structure with worldwide product-divisions.

Seeking theoretical support, in 1992, the author made direct contact with Professor
Ghoshal and his assistant Harry Korine, both of whom were active at that time at the
University INSEAD in Fontainebleau, Paris. At that time they were working on a
large research project on the differentiated coordination of multinational enterprises.
With the knowledge gained during the project, the first model of an analysis-
instrument was developed and applied at Bosch EW**. This first approach was dis-
cussed with several professional management consultants in numerous interviews
aimed at clarifying their relevance for the entrepreneurial practice, among them Dr.

Wilhelm Rall of McKinsey and Dr. Thomas Herp of the Boston Consulting Group™.

In 1994, in an internal departmental study of the Corporate Controlling of the Hoechst
AG, the business area Basic Chemicals was examined by the author as to their
worldwide coordination of its subsidiaries by using the formerly developed ap-
proach®. Subsequently another company-internal study about the worldwide coordi-

nation of subsidiaries was produced for the management of SGL Carbon Corp., USA,

2 Refer to the list of unpublished case studies by the author in the literature list.

2 Cf. Launer, M., 1993a.

2 Cf. Launer, M., 1993b.

3 Refer to the list of interview partner in the Appendix.
24 Cf. Launer, M., 1994.
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for the business field of Carbon & Graphite Products in 1997. Afterwards ten local
US-plants of SGL Carbon were examined during 1998 by using interviews and obser-
vations of their coordination requirements”. From 1999 to 2000 the Philipp
Holzmann AG was analyzed at the request of its foreign department®®. The company
hardly differentiated its coordination mechanisms and mostly relied on independent
market coordination of its subsidiaries. Today this enterprise is insolvent and serves
as a negative study-example. Additionally, in 2002 and 2003, numerous top-level

managers of German subsidiaries in New York/USA have been interviewed.

For this dissertation, the theoretical and practical findings gained so far were brought
together during the period from 2000 through 2003. Parallel, a substantial theoretical
foundation was produced to base the thesis on a broad and solid theoretical funda-
ment. On the basis of four intensive case studies including empirical data analysis,
numerous interviews, and a broad and solid theoretical foundation, a more holistic
analysis-instrument with a scientific basis for measuring the differentiated coordina-
tion was developed, from which ready-to-use guidelines for action can be derived.

The findings were published at the beginning of 2004 for the first time”’.

To finally independently test the developed analysis-instrument another empirical
study was conducted as a follow-up study in 2004. Therefore the three enterprises
Bosch EW, the successor company of Hoechst — the Celanese AG, and the SGL Car-

bon Group were interviewed again by using the same questionnaire.

Based on the findings gained, a 10-year comparison that goes beyond the develop-
ment and application of the model was set up: current tendencies in the coordination
policy of multinationals can be recognized, implications for the management of inno-
vations can be derived, and to some extent theoretical considerations about Estonian

subsidiaries of multinational enterprises could be made.

» Cf. Launer, M., 1997.
2 Cf. Launer, M., 1999, p. 6 and 2000.
2 Cf. Launer, M., 2004 a, b and c.
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2. Theoretical Foundations and Definitions

2.1  Basic Scientific Principles and Philosophy of Science

Although the theories of Business Management and Management Science have in-
creasingly been dealing with the internationalization of enterprises since the 1960's, a
lack of comprehensive theoretical-conceptual approaches is still to be noticed®®. Al-
though numerous approaches exist they are often limited to only partial aspects, and
they have only limited theoretical foundation. The main reason for this is that ques-
tions concerning international activities of enterprises have been discussed in many
individual disciplines within the Theory of Business Management, the Theory of Or-
ganization, within Psychology and Cultural Sciences, but any independent discipline

of International Management has only evolved in recent times®’.

Welge and Holtbriigge (2003) provide a systematic overview of the existing ap-
proaches (refer to Appendix 3)*. It shows that we can basically identify two different
directions of research with different objectives as to the findings, paradigms, perspec-
tives and methods: the Culture-Comparative versus the International Management Re-
search. Basis of the Culture-Comparative Management Research is, among others,
the ,,culture-bound thesis*’!. Scientific findings are thus derived from cultural differ-
ences themselves. Based on this approach, a pragmatic and culture-independent
analysis-instrument, which could be applied to all situations in an enterprise, cannot

be developed. For a culture-independent research (culture-free-thesis’?) the research

28 Refer to the contributions by Buckley, 1991, pp. 7-22 and Macharzina, K./Osterle, M.-J., 2002c, pp. 5-19; Engelhardt,
J./Ddhn, M., 2002, pp. 23-44; Fayerweather, J., 1981, pp. 17-31; Hennart, J.-F., 2001, pp. 127-149.

Cf. Macharzina, K., 2002d, pp. 3-21. A detailed exposition of the theoretical foundations of the external trade from a
viewpoint of the national economy can be found in the study-book by Rose, K./Sauernheimer, K., 1999, a short intro-
duction by Bender, D., 2003, pp. 475-560. A sound overview of the most important strategies for internationalization
is offered by Jahrreiss, W., 1984; Buckley, P.J./Casson, M., 1985; Braun, G., 1988 and Stein, 1., 1998, pp. 79-89.
Concerning their empirical relevance refer to Stehn, J., 1992 and Swoboda, B., 2002. A comparative analysis of dif-
ferent theoretical explanation-approaches of competitive advantages of multinational enterprises can be found with
Roxin, J., 1992 and Welge, M.K./Holtbriigge, D., 1997, pp. 1054-1061. Concerning their practical significance for
different fields and enterprises refer to Bryan, L., et al., 2000. See also Schweitzer, M., 1997, pp. 18-80; Vernon, R.,

29

1999, pp. 35-49.
30 See also Holtbriigge, D., 2001b, pp. 338-345; 2001c; 2003.
3 Refer to Kieser, A./Kubicek, H. 1992, p. 254; 2001; Hansen, K.P., 2000; Bergemann, N./Sourisseaux, A.L.J., 2003;

Trompenaars, A., 1998, pp. 1-12.
According to Barrett and Bass (1970) this statement can be further distinguished in the Universality and Economic-
Cluster School. Cf. Barrett, G./Bass, B.M., 1970, p. 181. See also Peppard, J./Fitzgerald, D., 1997, pp. 446-460.

32
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program International Management Research is better suited®’. International enter-
prises, which are active in different cultures at the same time and have several sub-
sidiaries, are the object of this research approach. Precise guidelines for action are de-

rived, and thus a pragmatic scientific objective is the priority™*.

Concerning the methods, models and results of the International Management Re-
search program we can again distinguish two different perspectives of research®: the
atomistic and the holistic perspective. The Atomistic Perspective examines the po-
litical, legal, economic and cultural environmental conditions. Objective is to balance
the information deficit of foreign versus domestic enterprises. The object of examina-
tion is not the subsidiary but the environment, which does not support the approach of
this thesis. The Holistic Perspective of International Management is suitable for ex-
amining existing multinational enterprises with a large number of subsidiaries®. The
holistic perspective also includes, besides the basic economic principles’’, also the
socio-scientific approach®, as reference is made to the explanatory models of Anthro-
pology, Psychology, Ethnology and Sociology. The attempt is to measure the interna-
tionality of an enterprise not quantitatively — i.e. through the degree of its internation-
alization — but rather qualitatively. The qualitative approach deals less with definitions
but rather provides a profound understanding of multinational enterprises. The central
issues of multinational enterprises, such as leadership, strategy, structure, culture and

coordination are addressed.

In this context, a multinational corporation - or short, multinational - is defined as

an open, socio-technical system. It is typical for such a multinational enterprise that

3 An overview of the central contents of the International Management-Research in Germany is provided by the study-

books of Perlitz, M., 2000, pp. 8-24; Kieser, A./Woywode, M., 2001; Miiller, S./Kornmeier, M., 2001; Scherm,
E./Siiss, S., 2001 and Kutschker, M./Schmid, S., 2004 as well as the collected volumes by Macharzina, K./Welge,
M.K., 1989; Kumar, B.N./Haussmann, H., 1992; Kutschker, M., 1999, pp. 361-411; Krystek, U./Zur, E., 2002 and
Macharzina, K./Osterle, M.-J., 2002a, pp. 3-21. An overview of the Anglo-American research approach can be found
in Toyne, B./Nigh, D., 1997. Practice-oriented case studies are available in the collected volumes by Zentes, J./
Swoboda, B., 2000.

34 Cf. Welge, M.K./Holtbriigge, D., 2003b, p. 37.

3 Cf. Welge, M.K./Holtbriigge, D., 2003b, pp. 39-47; Holzmiiller, H., 1995..

36 Refer also to Marketing as Leadership Conception in enterprises by Raffée, H., 1984, pp. 25-29 and Nieschlag,

R./Dichtl, E./Horschgen, H., pp. 8-13. For approaches to the Business Management Organization Theory refer to Kie-

ser, A./Kubicek, H., 1992, pp. 33-66.

In international management the Economic Basis approach goes back to the theories of the absolute cost-advantage

between two countries by Adam Smith. Refer also to Smith, A., 1776.

38 Cf. Schanz, G. 1979, pp. 121-137; Raffée, H., 1984, pp. 25-29.

3 Cf. Sundaram, A.K./Black, J.S., 1992, p. 733. An extensive discussion of the definition of the term multinational
enterprises refer to Kutschker, M./Schmid, S., pp. 236-246. See also the eclectic approach by Dunning, J.H., 1988,
pp. 1-31; 1995, pp. 461-491; 2001, pp. 173-190; Fisch, J.H./Osterle, M.-J., 2003, pp. 2-21; Forsgen, M., 1990,
pp. 261-263. See also Stdhle, W.H., 1973.
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a parent company — which also is called the corporate headquarters — has at least one
subsidiary abroad, and a transfer of goods, capital and employees takes place®. The
parent company or the board of directors, represent the highest decision-making body,
and the subsidiaries operate within a provided framework. The basis for these enter-
prise-internal processes are usually contracts for transferring profits and filling in
leadership positions, supervisory board or the board of managing directors with mem-
bers of the board of directors or leading employees from the parent company®'. Such
an enterprise focuses all its considerations on its different markets and the local envi-
ronments. Therefore, in research, questions of coordination are studied with so called
Situational Approaches*. Differences in the real organizations are attributed to dif-
ferent environmental conditions and their context. Within the German-speaking re-
gion this definition is attributed to Stdhle (1973). In the English-speaking world it is

referred to as ,,situational approach* or ,,contingency approach**.

To carry out a more holistic examination of the coordination problem in differing en-
vironments, the subsidiaries must specifically be included in the considerations. In
doing so, the new paradigm™ of the theory of Transnational Organization® by
Bartlett and Ghoshal (2002) provides a suitable basis. The model describes a system
of subsidiaries that get managed differentiated by headquarters. The objective, among
others, is to increase the innovative capability. The subsidiaries serve as a source of
ideas, experiences, knowledge and specialized know-how, and they participate in the
creation of the strategy and the innovation process. This structure is based increas-
ingly on specialized subsidiaries with strategic roles, which are integrated into a net-
work of activities (refer to Appendix 6)*°. This theory can also depict multi-central
structures*’. Decisions are not only made in the parent company but also in various

subsidiaries locally.

4 Cf. Dunning, J.H., 1974, p. 13; 1981, pp. 31-34; Pausenberger, E., 1979, col. 2139.

4 Cf. Welge, M.K./Holtbriigge, D., 2003a.

“ To the situational approach refer to Kieser, A./ Kubicek, H., 1992, pp. 45-65.

43 Cf. Schreyogg, G., 1978.

4 To the definition of the term paradigm refer to Ritzer, G., 1975, p. 157; Galilei, G., 1982.

4 Cf. Bartlett, C.A./Ghoshal, S., 1990, pp. 149-173. Cf. The summary by Biihner, R., 1991, pp. 157-158; Kieser,

A./Kubicek, H., 1992, pp. 288-291. See also Ghoshal, S., 1987, pp. 425-440; Ghoshal, S./Bartlett, C.A., 1988,
pp- 365-388; 1990, pp. 603-625 1995, pp. 86-96; Scherer, A.G., 2003.

46 Barlett, C.A./Ghoshal, S., 1990, p. 118. About the strength of the integrated network as structural framework of the
transnational enterprise refer to Bartlett, C.A./Ghoshal, S., 1990, pp. 118-125.
M Refer to the works by Forsgen, M., 1990; Forsgen, M./Johanson, J., 1992; Forsgen, M./Holm, U./Thilenius, P., 1997,

pp. 475-494 and Forsgen, M./Holm, U./Johanson, J., 1995, pp. 235-253 and Bartlett, C.A./Ghoshal, p., 1990.

16



Thus the so called headquarters perspective is abolished and the multinational en-
terprise is considered a network of equal entities**. Consequently, the subsidiaries in-
creasingly become a priority. Subsidiaries, in comparison with the parent company,
grow in their importance, as they earn increasingly higher portion of the turnover,
profits and marginal income®. Thus in academic research, the relationship between

the parent company and the individual subsidiaries has become a focus of interest.

Foreign subsidiaries (affiliates) are simply considered 100%- subsidiaries. This in-
cludes 100% owned affiliates, majority participations, joint ventures and legally inde-
pendent branches. They have their own legal identity but are led”’, represented’’ and
controlled®® by the parent company. Excluded are minority participations with a share
capital of less than 50%, assuming conflicts of interest with other shareholders™. In
the literature foreign subsidiaries are often referred to as foreign direct investment
(FDI)**. In this regard, the term distinguishes a subsidiary from financial and portfo-
lio investments. According to the German Federal Bank, FDIs are capital transfers
abroad, with ,.the intention to gain direct influence on the business activities of the
receiver of the capital, or provide new capital for an enterprise, in which the investor

55

already holds a significant stake*””. Within this closed system the various tasks have

to be distributed internationally, so that innovation processes can be allowed to de-
velop locally. The international acclamation of the division of labor within the net-

Cge . . . 36
work of several subsidiaries towards a common goal needs a coordination process™ .

48 This thesis views network-structures in multinational enterprises as intra-organizational networks, where the parent-

subsidiary relationship stands in the foreground. Latest studies already consider inter-organizational®® and even vir-
tual*® network-structures. Also Hedlund (1986, pp. 9-35, 1993, pp. 211-236) shows that in hetero-hierarchically or-
ganized enterprises, which he also calls poly-archaic, must not absolutely occupy the central position. Refer also to
Sydow, J., 1992 and 1995, pp. 160-161; Kaufmann, L., 1993; Kutschker, M., 1994, pp. 95-113; Jarillo, J.C., 1988. As
regards Franchise-Networks refer to Sydow, J., 1994. Concerning strategic networks in Japan refer to Sydow, J.,
1991b, pp. 238-254. Concerning virtual enterprises refer to Bleicher, K., 1997, pp. 585-599 and Krystek, U./Redel,
W./Reppegather, S., 1997. Concerning the definition of virtual enterprises refer to Wiitherich, H.A./Philipp,
A.F./Frentz, M.H., 1997, v.a. pp. 46-48 and pp. 94-95 and also Wiitherich, H.A./Philipp, A.F., 1998. Mertens,
P./Faisst, W., 1996, pp. 280-285 consider this organizational form as a ,,Top enterprise for a limited time*. Concern-
ing the conditions of virtual networks refer to Malone, T.W./Laubacher, R.J., 1999, pp. 28-36. To the lacking theo-
retical foundation refer to Weibler, J./Deeg, J., 1998, i.p. pp. 111-122; Ferner, A./Varul, M., 2000, pp. 115-140. Con-
cerning virtual reality within an enterprise refer to Wiitherich, H.A./Philipp, A.F./Frentz, M.H., 1997, pp. 63-67.

# Cf. Kutschker, M./Schmid, S., 2004, p. 332.

0 The term leadership is used with the meaning of leading the employees and also with the meaning goal-oriented influ-

ence on negotiations as well as in the sense of the strategic guidance of the enterprise (central areas of decisions are

the formulation if a strategy and the realization). Cf. Dill, P./Hiigler, G., 1987, p. 144.

See also § 17 paragraph 1 AktG. Between mother and subsidiary isn’t necessarily a relationship of liability, this

means each organization is usually only liable for its own obligations.

Control here is the translation of “to control”. This means to lead, supervise, control, regulate, guide, and check.

Cf. Kenter, M., 1985, pp. 29-37. The economic concept of control was preferred over the institutional one. Cf. 0.V.,

51

52

1982.
3 Cf. Welge, M.K./Al-Laham, A., 2002, pp. 633-638.
34 Cf. Seifert, H., 2000, pp. 622-627.
5 Cf. The German Federal Bank, 1965, p. 19.
56 Cf. Kieser, A./Kubicek, H., 1992, pp. 75-95; Kutschker, M./Schmid, S., 2004, pp. 992-994.
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2.2 Mechanisms for the Coordination of Foreign Subsidiaries

2.2.1 Basics for the Challenges in International Coordination

Concerning the definition of the term coordination and its mechanisms, little
agreement exists’’. Kutschker and Schmid (2004) consider coordination equally to
strategies like international market development, market entrance timing and resource
allocation®®. Welge and Holtbriigge (2003) consider coordination as a process-
instrument, subordinate to the corporate structure. With its greater flexibility and the
possibility of fine-tuning it is more suitable for the differentiated coordination-
requirements of multinationals™. Kieser and Kubicek (1992) consider coordination as
the second basic principle besides the division of labor, which is characteristic for all
organizations®. All authors agree that coordination in principle is understood as the
mutual harmonization of elements within a system for the sake of optimizing the sys-
tem®'. In other words, coordination is the mutual harmonization between the individ-

ual subsidiaries and the corporate headquarters of a multinational enterprise®.

According to Prahalad and Doz (1987) the basic structure of the coordination of for-
eign subsidiaries can be divided into two complementary perspectives®: the interac-
tion with the host country and the interaction with the parent company. The funda-
mental understanding within the enterprise strategy is the local adaptation in the
respective host country by each subsidiary versus the integration of the subsidiary

into the world market.

The authors developed therefore the well-known approach of the Integration-

Responsiveness-Framework®:

57 Presently there is no agreement about the meaning of coordination. Cf. Dill, P./Hiigler, G., 1987, p. 147; Flaherty,

T.M., 1989, pp. 96-98; Frese, E., 1988a, pp. 32-35; 1988b, pp. 87-90; 2000; John, C.H.St./Young, S.T./Miller, J.L.,
1999, pp. 109-127.

58 Cf. Kutschker, M./Schmid, S., 2004, p. 1036.

5 Cf. Welge, M.K./Holtbriigge, D., 2003b, p. 164.

60 Cf. Kieser, A./Kubicek, H., 1992, p. 96.

o Cf. about the diversity of the term coordination Hoffmann, F., 1980, pp. 300-305.

62 Cf. Egelhoff, W.G., 1984, pp. 74-75; 1988, pp. 11-34; Kappich, L., 1988. For a more detailed definition of the term
coordination refer also to Launer, M., 2004a, pp. 30-31.

6 Cf. Brij, K., 1987, pp. 17-21.

64 Cf. Prahalad, C.K./Doz, Y.L., 1987, p.25; Welge, M.K./Holtbriigge, D., 2003b, p. 41-45; see an evaluation of the

model at Taggart, J.H., 1997a, pp. 295-318 and 1997b, pp. 51-75.
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1y

2)

The necessity of adapting the company structures, systems and processes to
the respective national conditions (local responsiveness) is determined by dif-
fering national needs, different market- and production structures, regulations
from the host country’s government, and country-specific differences of the
respective costs and the quality of local employees.

The necessity of the globalization of structures, systems, and processes.
Through the convergence of consumer needs in many countries and due to the
existence of global clients and competitors who are active worldwide, the pos-
sibility of using the advantage of economies of scale as well as synergy and

learning effects through the global integration of enterprise policy.

Coordinating subsidiaries, which is also referred to as parent-daughter-relationship®,

can also be called ,,mixed-motive-dyad“®® according to Schmidt and Kochhan (1977)

and thus can further be distinguished into interdependent®” and dependent®® inter-

ests®”. The system-internal interdependence-relationships are shown according to

Thompson (1967a) in Appendix 7 "°. He distinguishes:

1)

Interdependences result from the exchange of goods, information and ser-
vices”'. The extent of interdependence can be seen as a continuum between
strong and weak interdependence. The partners in a transaction are either mo-
tivated to cooperate due to advantages, or they may have autonomous inter-

ests. In transfer-price-negotiations, for example, interests are asymmetrical.

65

66

67
68
69

70

71

Cf. Alpander, G.G., 1978, pp. 47-56; Birkinshaw, J./Hood, N., 1998, pp. 773-795; Daniels, J.D./Pitts, R./Trotter, M.,
1984, pp. 292-307; 1985, pp. 223-237; Hedlund, G., 1984, pp. 109-123; 1999, pp. 5-44.

Cf. Ghoshal, S./Nohria, N., 1989, pp. 324-325. Refer also to Aitken, M./Hage, J., 1968, pp. 912-913. The term was
derived from the considerations of Schmidt and Kochan, who conceptualized inter-organizational relationships as
~mixed-motive situation”. Cf. Schmidt, S.M./Kochan, T.A. 1977, p. 220. Refer also to Welge, M.K., 1989b,
col. 1537-1552. See also Brockhoff, K./Hausschildt, J., 1993, pp. 396-403.

Cf. Thomson, J.D., 1967, pp. 54-55.

Cf. Ghoshal, S./Nohria, N., 1989, pp. 324-325.

The presentation and evaluation of conflicts between parent-company and subsidiaries is not a complete one, because
the conflict-affinity between parent-company and different foreign subsidiaries varies according to their heterogeneity
of the respective circumstances in the host country. See also Agthe, K., 1979, pp. 434-442.

Concerning the distinction between types of interdependence refer also to Frese, E., 1972, pp. 404-407, who classifies
vertical and horizontal interdependences. The most comprehensive classification is the one by Emery, who distin-
guishes between simultaneous and sequential, and between simple and complex ones, and between reciprocal and
non-reciprocal ones. He also distinguishes sequential interdependences into cyclic, convergent and divergent ones.
Cf. Emery, J.C., 1969, pp. 22-23; Egelhoff, W.G., 1988, pp. 2-5; 1997, pp. 26-29. This basis of a relatively simple ty-
pology can also be found with Heinrichs, J., 1973, pp. 75-77; Baliga, B.R./Jaeger, A.M., 1984, pp. 25-40.

Refer to the general examples from General Motors by Baliga, B.R./Jaeger, A.M., 1984, pp. 25-30. See also Klein,
H.J., 1993.

19



2) Dependent interests result from the use of shared and rare resources. It must
be assumed that interests are asymmetrical and this may lead to conflicts.
These internal conflicts™ can be further distinguished into organizational con-

flicts’® and conflicts of distribution’®.

According to Pfeffer and Salancik (1978) conflicts of interest are based among others,
on the dependence of subsidiaries on the enterprise headquarters as it relates to re-
sources . In order to harmonize dependent and interdependent relationships of inter-
est within a system of labor division and conflicting goals, coordination mechanisms
are needed. Every administrative mechanism, which serves the integration of individ-
ual parts of an organization, can be considered a coordination mechanism or instru-
ment.”®. The literature contains numerous approaches, which deal with the identifica-
tion and different possibilities of systemizing coordination mechanisms’’. According
to Williamson (1975) coordination mechanisms can basically be divided into market
and hierarchy’. This distinction is based on the assumption that coordination proc-
esses bear transaction costs. The various coordination mechanisms can therefore be

identified in cash flows.

Using market-coordination, the management of subsidiaries and the resolution of
conflicts are solved through competition in the internal markets within the organiza-
tion”. The decisions are made locally by the subsidiary® on the basis of classic con-
tracts®'. Transaction costs occur by negotiating and concluding contracts®. Once

prices are fixed they will have a long-term bureaucratic effect on the coordination.

2 To differentiate internal and external conflicts refer to Duhnkrack, T., 1984, pp. 77-80; Wiechmann, U.E./Pringle,

L.G. 1980, pp. 7-14. See also Roth, K./Nigh, D., 1992, pp. 277-301.

Organization-conflicts are for example planning-conflicts, conflicts of decision-making, and conflicts of controlling.

Conflicts can also arise due to different mentalities and management-abilities of leadership personnel. Cf. Duhnkrack,

T., 1984, pp. 77-80.

Distribution-conflicts arise especially in relation of distributing resources. Cf. Duhnkrack, T., 1984, pp. 77-80.

7 Cf. Pfeffer, J./Salancik, G.R., 1978.

7 Cf. Martinez, J.I./Jarillo, J.C. (1989), p. 489-490.

K Several representatives, who will not be quoted again later, will be mentioned here as examples: Brandt, W.K./ Hul-
bert, J.M., 1976, pp. 57-64; Welge, M.K., 1980 and 1989 a, b and c; Mascarenhas, B., 1984, pp. 91-106; Marcati, A.,
1989, pp. 35-50; Wolf, J., 1994, pp. 115-119; Reger, G., 1997, pp. 50-54; Muralidharan, R./Hamilton, R.D., 1999,
pp. 352-361 and Harzing, A.-K., 1999, pp. 7-31.

8 Refer to Williamson, O.E., 1975, pp. 20-56 and also the fundamental works by Coase, R.H., 1937, pp. 386-405. Refer
also to the graphics of the outline of the transaction-cost-approach by Picot, A./Dietl, H., 1990, pp. 178-183 and
Harzing, A.-K., 1999, pp. 12-14. See also Boisot, M.H., 1986, pp. 135-158; Jones, G.R., 1983, pp. 454-466.

7 Cf. Kieser, A.; Kubicek, H., 1992, p. 118.

80 Cf. Tietzel, M., 1981, pp. 211-212.

81 Classical contracts lay down the prevailing conditions of the transaction and a certain behavior context at the time of
concluding the contract. Cf. Macneil, I.R., 1978, pp. 862-864.

82 Cf. Kieser, A.; Kubicek, H., 1992, p. 118.
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However, within enterprises transfer prices are also used for directing resources and
profits, and thus they are not freely negotiable. Therefore, within multinational enter-
prises the coordination via market- and transfer prices is a formal coordination

mechanism®’.

The hierarchical coordination, in contrast, is based on establishing clear lines of
command and authority®, which delegates specific tasks to the participants via hierar-
chical order®. Opportunistic attitudes are prevented by control mechanisms, which
result in coordination costs due to their creation and maintenance®®. However, the in-
terpretation of hierarchically given directions is not run purely objectively. Rather,
employees form their own subjective understanding of orders in accordance with their
respective value-concepts®’, and thus the danger of deviation exists®. In contrast to
the market-oriented coordination this can lead to strong conflicts of interests and mis-

interpretations. This type of coordination is also considered formal.

Edstrom and Galbraith (1977) as well as Ouchi (1980) expanded this transaction-cost-
theoretical paradigm® by adding the so-called Clan coordination mechanism®. If all
members of the organization pursue the same objectives and thus form a clan, a strong
motivation to harmonize all activities towards one common goal will come about’".
The intention is to prevent conflicts between the parent company and subsidiaries be-
fore they even start. The coordination costs arising from this type of coordination are
considerably higher then the costs of coordination mechanisms described above’®. For

example, the costs to transfer common objectives through the leadership of expatriate

8 Cf. Abdallah, W.M., 1989.

8 Structural mechanisms in most empirical studies connect to the bureaucracy-model by Weber and are based on organ-

izational rules. Therefore they are part of the formal organization-structure. Cf. Weber, M., 1972, quoted after Kieser,

A./Kubicek, H., 1992, p. 73.

Refer also to the differentiation of the hierarchy as a fundamental principle of order. Hierarchy as a formal structure of

positioning above and subordination as well as a process to establish a hierarchy by Laske, S./Weiskopf, R., 1992,

col. 791-800.

The coordination-costs of hierarchy as fundamental principle of order, hierarchy as a formal structure of the position-

ing above and subordination as well as a process to establish a hierarchy by Laske, S./Weiskopf, R., 1992,

col. 791-800.

87 Cf. Pondy, L.R./Mitroff, J.J., 1979, pp. 8-10; Dill, P./Hiigler, G., 1987, pp. 147-152.

8 This is based on the danger of overstraining employees through limited capacity of digesting information. This can
lead to a ,structural overstrain”. Cf. Tiirk, K., 1976, pp. 113-115.

89 Cf. Stéhle, H., 1991, p. 474; Kieser, A.; Kubicek, H., 1992, pp. 122. Concerning forms of coordination between mar-

ket and hierarchy refer to Williamson, O.E., 1985, pp. 71-79.

“Clan”-Organizations achieve the coordination of complex organizational processes through the ,,organic* solidarity

of their members. This is manifested in the internalization of enterprise-related values and norms. Cf. Heinen, E.,

1987, pp. 7-9; Powell, W.W., 1990, pp. 295-336. Ouchi based his concept on the idea of ,,organizational solidarity*

that is focused on the whole society, cf. Diirkheim, E., 1977. Cf. Heinen, E., 1987, pp. 11-12. But Ouchi did not con-

nect to precise methodological concepts. Cf. Diilfer, E., 1991, pp. 1-20.

o1 Cf. Kieser, A./Kubicek, H., 1992, p. 122; Pfeffer, J./Salancik, G.R., 1978, pp. 149-151.

9 Cf. Ouchi, W.G., 1980, pp. 129-141.
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personnel are much higher than hiring managers from the host country. This form of

coordination can be considered informal and personal (refer to Appendix 8).

Martinez and Jarillo (1989) summarize the formal and informal coordination-
mechanisms systematically’®. Formal mechanisms require the creation of depart-
ments or the building of organizational units to determine a formal structure. On the
one hand, coordination takes place through the centralization of decision making
which means hierarchical guidelines that must be followed. On the other hand, coor-
dination can be carried out by using formalization and standardization and with the
help of procedural guidelines, description of the position, handbooks and rules, strate-
gic planning, budget planning, goal-setting, time-plans and by controlling results. The
so-called Aston Group’ has explicitly examined these coordination mechanisms in
depth. On the basis of these findings, the coordination mechanism centralization of
decisions and formalization of policies and systems can be considered robust mecha-

nisms in the coordination of subsidiaries’.

Informal mechanisms’® are based on personal contacts in temporary and institutional
working groups, visits of managers from the subsidiary in the headquarters, or vice
versa, the informal communication and socialization of employees’’. This is also

called normative integration’.

From this, a sound classification of coordination mechanisms results: the

e centralization of decision making,
e formalization of policies and systems,

e and normative integration®.

o Cf. Martinez, J.1./Jarillo, J.C. (1989), pp. 489-492.
o Cf. Pugh et al., 1969, pp 91-114.
% Cf. Pugh, D.S./Hinings, C.R./Turner, C., 1968, pp. 65-105; Pugh, D.S./Hinings, C.R., 1976; Pugh, D.S./Hickson,

D.J./Hinnings, C.R./Turner, C./ 1968, pp. 76-78; Kieser, A./Kubicek, H., 1992, p. 122.

Other authors differentiate between structural and non-structural mechanisms, cf. Kieser, A./Kubicek, H. (1992),
pp. 280-282, or in bureaucratic and cultural mechanisms, cf. Baliga, B.R./Jaeger, A.M. (1984), pp. 26-29, or in tech-
nocratic and person-oriented control-dimensions, cf. Kenter, M.E. (198), p. 113.

o1 Cf. Martinez, J.I./Jarillo, J.C. (1989), p. 491; Kieser, A./Kubicek, H. (1992), p. 281.

o8 Normative integration is identical with the terms guideance by enterprise-culture or organization-culture, socialization
or common values. Cf. also to Ghoshal, S./Nohria, N. (1989), pp. 323-327; Welge, M.K. (1989a), col. 1186; Kieser,
A./Kubicek, H. (1992), pp. 118-125.

This classification can be traced back to the sociologist Leavitt as well as to March and Simon. Cf. March,
J.G./Simon, H.A., 1958; Leavitt, H., 1964, p. 56. This classification was later also used by Thompson, J.D., 1967:
Lawrence, J.W./Lorsch, P.R., 1967; Child, J., 1973, pp. 1-17 and 1984; Galbraith, J.R., 1973; Mintzberg, H., 1983;
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Khandwalla'® introduced it first to the Anglo-Saxon Business Management Theory,

and in the German-speaking region it was Hoffmann'"'

. In a similar way, Welge
(1980) and his student Kenter (1985) transferred this systematic onto international
enterprises. Nevertheless it should be noted that this classification does have some
arbitrariness despite its popularity, and it has not been without critics'®. In the follow-

ing this systematic will be described and explained in more detail.

Baliga, B.R./Jaeger, A.M., 1984, pp. 25-40; Bartlett, C.A./Ghoshal, S., 1989, p. 96; Nohria, N./Ghoshal, S., 1997,
pp. 97-105; Dobry, A., 1983, pp. 15-33.

100 Cf. Khandwalla, P.N., 1972 and 1973, pp 481-495 as well as Khandwalla, P.N., 1975, p. 143.
101 Cf. Hoffmann, F., 1980, pp. 330-334.
102 Cf. Riihli, E., 1992, col. 1168-1174.
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2.2.2 Centralization of Decision Making

The centralization of decision making is considered as one of the most important co-
ordination mechanisms, also called centralization'® or turned around: autonomy. The
term centralization is not defined consistently in the literature. Some authors define
centralization as the place within an organization where decisions'® are made. ,,Who
is the last person, whose consent is needed, before a legitimate action can be carried
out — even though some others will still have to confirm the decision later?*'®® Other
definitions for the centralization as a coordination-mechanism are decision-

6

autonomy ' and decision-delegation'”’. But they describe either a pre-determined

tendency or a central or decentralized place'®.

The common aspect of all terms is that they define the allocation of the decision'®’,
which generally means the distribution of the responsibility for decisions. Gates and
Egelhoff (1986) provided fundamental findings in this regard''® and their definition
will be followed in this thesis. A central decision is made within the home country
regardless of the hierarchy. A decentralized decision is made in the respective host
country. The decision in this respect can be made by a local manager or an expatriate;
it would still be a local decision. Decision is this regard is not the place where the ac-
tion is initiated or prepared. It is more important where the final decision is being
made. Lots of local decisions still need to be clarified with headquarters or in interna-

tional discussion rounds. Decision making therefore is in terms of power.

103 An overview of numerous studies about the centralization in the parent-subsidiary-relationship provides Gates, S.R./

Egelhoft, W., 1986, pp. 72-73. Planning as a coordination-mechanism is also included in this thesis under centraliza-
tion. Planning-decisions can be made centrally or de-centrally within the “counter-current” process. Planning as a
“goal-oriented guidance of the enterprise-activities” (Wild, J., 1974, p. 201) is considered guideline, which is periodi-
cally worked out under consideration of the enterprise-objectives, and which coordinates activities of the places of
implementation. These guidelines are usually decided by fixed procedures in an institutionalized process. Personal di-
rections and the results of programs do not belong here. Cf. Kieser, A./Kubicek, H., 1992, p. 281; Drumm, H.J., 1996,
pp. 7-20; Ouchi, W.G., 1978, pp. 293-314 and 1979, pp. 833-848.

Organization here defines the institutional organization-term, which means an enterprise is an organization. Concern-
ing the term organization cf. also to Kieser, A./Kubicek, H., 1992, pp. 1-25; Hungenberg, H., 1995.

104

105 Pugh et al., 1968, pp. 76-78.

106 Cf. Garnier, G.H., 1982, pp. 893-895; Hedlund, G., 1981, pp. 25-32; Otterbeck, L., 1981, pp. 337-343.
107 Cf. Kieser, A./Kubicek, H, 1992, p. 185; Kastura, B., 1996..

108 Cf. Welge, M./Holtbriigge, D., 2000, pp. 769-771.

109 Allocation of decisions here includes distribution of authority to decide and authority to give directions. Regarding the

connection between authority to decide and authority to give direction cf. Kieser, A./Kubicek, H., 1992, pp. 153-155.
1o Cf. Gates, S.R./Egelhoff, W.G., 1986, pp. 71-92.
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The problem of allocating the decision in the entrepreneurial practice of multinational
enterprises is often reduced to the two structural dimensions: worldwide product divi-
sions versus regional or by country area divisions'''. However, this viewpoint is too
narrow and is based only on considerations concerning the structure of the enterprise.

Appendix 9 illustrates graphically the many options of different decision-allocations.

,Centralization (...) refers to a governance mechanism in which the decision-making
process is hierarchically organized with the headquarters often making most of the
crucial strategic and policy decisions. Since centralization shifts the focus of power
asymmetrically in favor of the headquarters, it can lead to serve dissonance if the sub-
sidiary is a powerful actor in the exchange relation''?. Therefore, not all decisions in
a subsidiary can be centralized. Especially subsidiaries which are strong in resources,
mature and have substantial know-how, can protest against patronization by the en-
terprise’s headquarters or by some other central authority. In specific cases considera-

tions are needed to decide whether to accept this potential for conflict or not'".

However, it is not meaningful to decentralize all decisions and instead using other
coordination mechanisms and thus try to bypass conflicts. From the viewpoint of the
theory of transaction costs, centralization is the most economic coordination mecha-
nism. The reason is that cost-intensive harmonizing and negotiation process''* are not
needed'"”. In contrast, central decision-making authorities also need time until they
reach a decision. Information has to be collected and evaluated, and a decision that
has to be made, must be agreed on in various committees. In a dynamic and fast

changing environment such a loss of time can lead to considerable disadvantages''®.

In summary, centralization can lead to conflicts with subsidiaries and it requires con-

siderable time, but it is the most economic coordination-mechanism.

t Expert-interviews by the author. Refer to list in the Appendix. Cf. Bassen, A., 1998, pp. 21-35.

H2 Ghoshal, S./Nohria, N., 1989, p. 326.

' Cf. Pfeffer, J./Galancik, G.R., 1978.

He These processes cause ex ante-transaction-costs. Ex ante- and ex post-transaction-costs are distinguished in relation to
the transaction-costs-theory. The first occur before and the latter after the effectiveness of an action (decision).
Cf. Ebers, M./Gotsch, W., 1993, p. 216.

Cost will also occur in the case of centralization, e.g. cost for supervision and guarantee (ex post-transaction-costs) of
the decisions made. For detailed explanation of the transaction-costs-theory cf. Ebers, M./Gotsch, W., 1993,
pp. 216-234; Picot, A./Dietl, M., 1990, pp. 178-184.

1e Cf. Nohria, N./Ghoshal, S., 1997, pp. 101-102.
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2.2.3 Formalization of Policies and Systems

Another coordination-mechanism is the formalization of policies and systems, or
briefly called formalization''” or structure-formalization''®. This describes the written
fixation of organizational rules by using charts, handbooks, guidelines etc.'"” . The
goal is to organize a pre-set procedure for creating positions and procedures (pro-
grams)'?’, budgets negotiations'?' and binding transfer-price discussions'?. This kind
of formalization is considered bureaucratic'**. To reach certain goals formal rules are
set up. These rules are impersonal in the sense that they are valid without depending
on individuals. And they are official in the sense that they have been authorized by the

headquarters'**.

A formalized process therefore is based on extensive rules, policies, and regulations;
an informal process on the other hand gives the people more freedom to make own
choices in daily business and strategic decisions. Therefore, formalization can be
seen as preset decision making which makes it sometimes difficult to clearly separate
the two mechanisms from centralization. But nowadays, rules and regulations are not
made in headquarters only. On the other side do they get changed frequently and have
a slight tendency to decision making or so called internal politics. In this thesis, how-
ever, it is unimportant where formalization comes from as long as formalization does

not replace decision making.

,Formalization decreases the power of both the headquarters and the subsidiary as it
constrains the exchange relation to an impersonal set of rules that often assume a
power independent of the motivations of the actors in the exchange relation*'%.
Through formalization decisions are neither made centrally nor decentralized, in this

way decisions become routine'*. Through routines and automated processes con-

H Refer to detailed depiction of instruments for formalization by Berger, K.H., 1961, pp. 531-576.

18 Cf. Pugh, D.S./Hickson, D.J./Hinings, C.R./Turner, C., 1968, p. 67.

1o Cf. Althans, J., 1980.

120 Cf. Kaufmann, L., 2001.

121 Cf. Anyane-Ntow, K, 1991, pp. 201-221; Eisenfiihr, F., 1992, pp. 363-373; Fischer, T.M., 1995, pp. 155-164.

122 Cf. Al-Eryani, M./Alam, P./Akhter, S., 1990, pp. 409-425. Djanani, C./Winning, M., 1999, pp. 243-267; Drumm,

H.J., 1989, pp. 2077-2085; Emanuel, C.R./Mehafdi, M., 1994; Galbraith, J.R./Edstrom, A., 1976, pp. 100-112;
Pausenberger, E., 1992, pp. 769-786.

123 Cf. Kieser, A./Kubicek, H., 1992, pp. 159-160.
124 Cf. Kieser, A./Kubicek, H., 1992, pp. 159-160.
125 Ghoshal, S., 1985, p. 106, and the quoted literature.

126 In relation to the bureaucratic formation of the parent-subsidiary relationship in multinational enterprises especially

Hedlund has provided decisive contributions. Cf. Hedlund, G., 1980, pp. 23-36.
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flicts between the headquarters and the subsidiaries are reduced and power structures
are stabilized. Rules and systems are impersonal and impartial. In a specific situation
of decision making the employee refers to an existing set of alternatives which have
been agreed on a long time before. Therefore formalization is especially useful in

situations where conflicts between centers of power should be avoided'?’.

However, the coordination is based on bureaucratic processes. In stable environ-
ments decisions can thus be made quickly. But in dynamic and constantly changing
environments formal and unbending rules obstruct the adaptation to new market con-
ditions and requirements. The change and new harmonization of the rules, however,
require some time. Weber (1946) already pointed out that formalization or bureauc-
racy is the most efficient organizational form in a stable environment. However, es-
tablishing and constantly updating such rules, and supervising their implementation

will incur cost. These costs are usually higher than those of the centralization'**.

In summary, formalization leads to transaction costs, but provides a conflict-free co-
ordination. In dynamic environments, however, this bureaucratic coordination-

mechanism can result in considerable loss of time and inflexibility.

127 Cf. Nohria, N./Ghoshal, S., 1997, pp. 99-100. See also Brandt, W./Hulbert, J.M., 1977, pp. 119-146.
128 Cf. Weber, M., 1946; Nohria, N./Ghoshal, S., 1997, p. 102.
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2.2.4 Normative Integration of Employees

The third coordination-mechanism is the socialization of the employees'” or, their

. . . 130 . . . . 131
normative integration ~. This includes the informal or personal coordination ” as

132

well as a structured self-coordination °*. The concept of socialization includes the

cognitive, affective and behavior-centered assimilation'*

of the employees via re-
peated conscious and unconscious psychic influences'*. It can be achieved through a
distinct culture of the enterprise and the establishment worldwide of shared values and
objectives'®. In this regard socialization or normative integration is defined in broad
term. The definition includes all actions that lead to a set of shared values. Even rules
and regulations transfer values and central decision from headquarters influence the
value set locally in the subsidiary. The definition therefore is more result oriented to-

wards the implemented set of shared values and not technocratic described in terms of

specific actions.

It should be emphasized as well that this does not mean that the shared values are ex-
pressed specifically in a functional-system-oriented'*® manner by the headquarters'’.
The enterprise’s culture'® is not defined in technocratic terms as Actual- or Should-
be-culture. According to Schein (1985), culture is rather the basis of all daily activi-
ties of the people in the enterprise'*’. Every interaction and problem solving among
employees lead to socialization'*’. This is called the interpretative-individualistic

. . 141 . . . . ..
viewpoint . Learning processes, which are based on the avoidance of individual fear

12 This describes learning processes, through which an individual grows into a network of relationships. Cf. Wiswede,

G., 1992, col. 2270. Refer especially to van Maanen, J./Schein, E.H., 1979, pp 209-264.
130 Cf. Ghoshal, S./Nohria, N., 1989, pp. 325-327. They refer back to Edstrom and Galbraith (1977) and Ouchi (1980),
who depicted the normative integration of employees to coordination in multinational enterprises.
The person-oriented control can be interpreted as control of the individual behavior. Cf. Jiger, A.M., 1989,
col. 2019. As to participating decision-making refer to Khandwalla, P.N., 1975, p. 141.
This is understood as self-coordination through group-decisions. Cf. Kieser, A./Kubicek, H., 1992, p. 106. According
to Schein (1984) in group-processes and communal problem-solving-processes the values and norms are transferred to
other organization members. Cf. Schein, E.H., 1984, pp. 5-6.

131

132

133 Cf. Allaire, Y /Firsirotu, M.E., 1984, pp. 193-226.
134 Cf. Abramson, N.R./Keating, R.J./Lane, H.-W., 1996, pp. 123-147.
135 Cf. Adigun, 1.0., 2000, pp. 372-378; Albert, U./Silverman, M, 1984, pp. 12-21; Albrecht, H.K., 1970, pp. 2085-2089;

Festing, M., 1990, pp. 243-267.

Diirkheim can be considered a “classical” representative of the functional socio-scientific approach. Merton and Par-

son provided a functionalistic frame for socio-scientific theories. Cf. Ritzer, G., 1975, pp. 158-159; Greipel, P., 1988,

pp. 84-90; Kobi, J.-M./Wiitherich, H.A., 1986.

To distinguish the different views on normative integration refer also to Burrell, G./Morgan, G., 1979.

138 See over 100 definitions of culture at Krober, A.L./Kluckhohn, L., 1952.

139 Cf. Hofstede, G., 1978, pp. 127-135; 1980, pp. 1170; 1994, pp. 1-14; 2001a and 2001b; Drumm, H.J., 1991, p. 163;
Deal, T.E./Kennedy, A.A., 1982; Derensky, H., 1994. See also Dierkes, M., 1988, pp. 554-575; Dormayer, H.J./ Ket-
tern, T., 1987, pp. 49-66; Engelhardt, J., 1997, pp. 9-45..

140 Cf. Schein, E., 1992, pp. 3-15; Harzing, A.-K., 2001, pp. 366-379.

141 The origins of the interpretative viewpoint can be traced back to Aristoteles. Social communities did not exist objec-
tively in his view, but they were social and individually set-up “reality-constructs”. Cf. Greipel, P., 1988, pp. 90-100.

136

137
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of uncertainty and risks'*, are at the center of this definition. Theories of group dy-
namics are used to explain social phenomena, e.g. the theory of roles'®’, learning-

145

action-approach'*, the social-cognitive learning-theory'®, the dialectic approach of

strategic planning'*, and the Strategic-Choice-Approach'*’,

The socialization of employees in a subsidiary has the goal to create shared values
and attitudes and thus assure similar decision making to that at headquarters'*®. If all
employees in the enterprise strive towards the same goals or towards the goals that
were pre-set for their respective field, then the decisions taken will automatically be in
the interest of the whole enterprise. Focusing on common goals and values reduces
the potential for conflict between the parent company and its subsidiaries. Van
Maanen and Schein (1979), and especially Ouchi (1980) and Jéger (1983) have con-

tributed research results that point the way ahead.

The socialization has the advantage that its coordination-effects are rather implicit.
Especially when innovative tasks and tasks with a high degree of complexity and am-
biguity are concerned, shared values and norms assure that the objectives of the par-
ent company are taken into consideration. The socialization of employees also helps
to find and implement decisions quickly, and thus helps to reduce time and effort'*.
Thus normative integration is neither based on the intervention by headquarters nor is
it based on impersonal rules. It can be concluded from this that the normative integra-

tion is the proper mechanism to coordinate complex situations in subsidiaries'*’.

However, the use of this coordination mechanism results in high expenses for a Cor-

porate Identity (CI) strategy'’!, personal training, employee communication, or dis-

152

patching leadership personnel/expatriates, etc’™*. An additional and important precon-

142 Cf. Drumm, H.J., 1991, p. 163.

143 Refer to Katz, D./Kahn, R.L., 1978, pp. 185-190.

144 Refer to Ansoff, H.I., 1982, pp. 5-9.

145 Refer to Bandura, A./Jeffery, R.W., 1973, pp. 122-130.

146 Refer to Mason, R.O., 1969, pp. B403-B414. Refer also to Kritik von Schreyogg, G., 1984, p. 84 and Greipel, P.,
1988, pp. 171-174.

147 Refer also to Child, J., 1972, pp. 1-4.

148 Cf. Refer to Jager, A.M., 1989, col. 2020; Kieser, A./Kubicek, H., 1992, p. 118.

149 Cf. Schreybgg, G., 1999, pp. 460-464.

150 Cf. Nohria, N./Ghoshal, S., 1997, pp. 100-102.

131 Cf. Birkigt, K./Stadler, M./Funk, H.J., 1988; Kreutzer, R./Jugel, S./Wiedmann, K.-P., 1986; Segler, K., 1989,
pp. 254-266; Wiedmann, K.-P., 1988, pp. 236-242; Wiedmann, K.-P./Jugel, S., 1987, pp. 186-203.

152 Cf. Adler, N./Bartholomew, S., 1992, pp. 52-65 and 2002.
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dition is the long-term employment of employees'>, because socialization of people

with shared values takes a long time.

In summary, normative integration is a coordination-mechanism which is free of
conflict and which is very suitable to be implemented in stable as well as in dynamic
environments. However, besides these excellent qualities, there are high transaction

costs, and therefore the implementation of this mechanism has to be well considered.

2.3 Discussion of Current Research

The coordination mechanisms that were presented have already been the subject of
several research programs in International Management since the 1960’s (refer to Ap-

pendix 1)"**

. Almost all studies of coordination in multinational enterprises related to
them as one homogenous unit at the level of the headquarters. Thompson (1967),
Lawrence and Lorsch (1967), Prahalad and Doz (1981) are considered the first au-
thors who presented coordination of foreign subsidiaries in their works in a differenti-

ated way'”

. For the first time factors relevant to the coordination of single subsidiar-
ies were described, e.g. especially the external environment. Based on this, Hennart
(1991) presented a model on a transaction cost basis'*®. In contrast, Pfeffer and Salan-
cik (1978) differentiated an organization according to its internal power-relations
based on the available resources. Lawrence and Dyer (1983) have combined both

viewpoints together. In their view, enterprises differentiate their organization accord-

ing to the complexity of the environment and the available resources.

Martinez and Jarillo (1989) offer one of the first comprehensively planned studies. In
their pioneering work they show in a fundamental scientific penetration the various
development directions of coordination mechanisms. 85 studies were examined and
analyzed for that purpose. Through their work the field of international coordination

gained a higher degree of transparency'”’. Welge and his student Kenter'>® were the

153 Cf. additionally the findings from Japanese enterprises by Jager, A.M., 1983, p. 94. See also Berthoin Antal, A./ Boh-

ling, K., 1998, pp. 215-236.

154 Refer also to the overview by Harzing, A K., 1999, pp. 18-19; Kutschker, M./Schmid, S., 2004, p. 1006.

153 Cf. Prahalad, C.K./Doz, Y.L., 1981, pp. 5-13. See also Prahalad, C.K./Doz, Y.L., 1987.

136 Cf. Hennart, J.-F., 1991, pp. 71-96.

157 Cf. Martinez, J.I./Jarillo, J.C., 1989, pp. 489-514.

158 Cf. Welge, MK., 1980; 1981, pp. 25-78; 1985; 1989a, col. 1182-1191; 1989b, col. 1537-1552; 1989c,

col. 1206-1220; 1989d, Col. 1590-1602; 1990, pp. 1-16; 1992, pp. 569-589 and Kenter, M., 1985.
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most well known German representatives in the research area of International Coordi-
nation Strategies at that time. Especially during the 1980’s, they contributed inten-
sively to a better understanding of the coordination between the parent company and
its subsidiaries'*’. Since then, plenty of authors have tried in numerous situational ap-
proaches, based on empirical studies, to describe subsidiaries and their respective co-
ordination. Depending on their environment and the individual situation of the respec-
tive subsidiary, coordination is described in a differentiated way. However, the coor-

dination mechanisms were mainly examined individually and descriptively only.

Only two theoretical approaches were found which not only differentiate the coor-
dination mechanisms but also observe them from a more holistic perspective. Nohria
and Ghoshal (1989, 1997) showed in a broad empirical study that successful multina-
tional enterprises coordinate their subsidiaries in a differentiated way. The three coor-
dination mechanisms are examined and presented simultaneously and in complete
combination with different local environmental and subsidiary situations. However,
the authors themselves criticize that ,,we have contributed significantly to the formu-
lation of a complete contingency model of multinationals. However, although such a
model may be helpful of business academics studying organization theory, it is less
clear that the ideal types of the model offer readily applicable prescriptions for man-

160
agers.”

In contrast to previous coordination studies Bartlett und Ghoshal (1990, 2002) offer a
new integrated model based on a new paradigm. Beside other current developments,
the theory describes specified and strategic roles for subsidiaries in a transnational
enterprise. The authors show that various country organizations delegate different
specified roles and responsibilities for the sake of better coordination. The difference
to other role models is that the three coordination mechanisms are incorporated in the
model. The specific combination of the coordination mechanisms is not based on the
situation of the environment or the subsidiary context but rather on a new approach
the internal flow of goods, information, and resources. Schmid, Béuerle und Kutsch-
ker (1999) provide an overview of many similar approaches, which describe the coor-

dination through the distribution of specified roles (refer to Appendix 2).

159 Refer also to Hoffmann, S.T., 1992.
160 Nohria, N./Ghoshal, S., 1997, pp. 129.
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Since then numerous additional studies have appeared concerning differentiated coor-
dination. Although the mechanisms became increasingly theoretically supported,
more detailed, and presented in a broader context, the user in practice gets lost. For
example, Harzing (1999) analyzed 26 headquarters and 287 subsidiaries of 104 enter-
prises. Like Nohria and Ghoshal she used a comprehensive theoretical approach,
based on the approach of the transnational theory by Bartlett and Ghoshal. Harzing
produced numerous interesting results but she did not provide a holistic coordination

model which could be applied in reality.

In an empirical study, Holtbriigge (2001) examined 66 foreign subsidiaries of Ger-
man multinational corporations. His conclusion is that neither a dominance of per-
sonnel-oriented coordination mechanisms nor an increase in horizontal coordination
connections could be noticed. However, he states that managers expect an increase of
personal, informal coordination. He also concludes that German corporations practi-
cally do not use horizontal coordination mechanisms. In addition the study notices a
lack of harmonization between the cross-country configuration of value creating ac-

tivities and coordination. Here too, no holistic approach was developed.

Macharzina and Osterle (2002) summarized the latest and most innovative approaches
of coordinating foreign subsidiaries. Especially the essay of Rall (2002) showed com-
pletely new ways of contemplating the parent-subsidiary-relationship by using inter-
organizational networks. Welge and Holtbriigge (2003) also dealt with the network-
approach, in which the relationship between the parent-company and the subsidiaries
become a priority and the enterprise is looked upon as a globally integrated unit.
While a comprehensive perspective is applied in relation to the group, singular ap-
proaches are applied to the explanations about the coordination of foreign subsidiar-
ies. Coordination is described as the sum of individual and independent coordination
mechanisms. Kutschker and Schmid (2004) realized that the numerous empirical
findings from a large number of studies are still unable to answer the question which
coordination strategy has the highest efficiency. Also, the search for context-factors
has not been successful so far, in which one combination of coordination strategies

would be superior to another set of coordination strategies'®".

161 Cf. Kutschker, M./Schmid, S., 2004, pp. 1036-1037.
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It seems obvious that a more holistic®?

63

and pragmatic research of differentiated
coordination'® of foreign subsidiaries has been neglected during recent years.. For
their application in intensive case studies and in enterprises, a pragmatic, more holis-

tic, and differentiated approaches has to be further developed'®*.

,»Although research in the field of International Management may seem more
practice oriented than research in many other areas, it rarely contributes di-
rectly to practice and it is often difficult to find ready-to-use applications of re-

search results” %,

162 Already Drazin and van de Ven, 1985, pp. 514-539 requested, that the management of coordination relationships

between the parent and several subsidiaries should be seen more holistically.

Nohria and Ghoshal (1997) request in particular to view the coordination mechanisms not only holistically, but also in
combination with each other. The models and theories must be able to describe the implementation of the coordina-
tion-mechanisms per subsidiary and environmental situation in a differentiated way as well.

In relation to the strategic dimension refer also to Kutschker, M./Schmid, S., 2004, p. 1037.

165 Harzing, A K., 1999, p. 371.
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3. Developing an Extended Theoretical Basis and Deduction of Hypotheses

The demand for a comprehensive and pragmatic study of the differentiated coordina-
tion of foreign subsidiaries requires an extended theoretical basis. It is not enough to
enumerate existing theories and then set up hypotheses from this. Existing theories are
insufficient so far and the results would only be of a theoretical nature. Therefore, ex-
tended and modified theories and models need to be developed that can be applied in

practice. We must therefore:

1. Bring the theories onto a common basis. This basis consists of the 3 coordi-
nation mechanisms centralization, formalization, and normative integration.

2. The models must be adapted to the requirements of business practice.

Different adaptation measures are necessary to adapt the theories and models. In busi-
ness practice it is impossible to work with only statistically significant results. Each
statement for each subsidiary has to be as accurate as possible otherwise the whole
theory will not be accepted by business managers. Therefore the models and theories
must be adjusted precisely. To do this, they must be precisely calibrated until each
statement is correct. Furthermore, theoretical and abstract concepts must be substanti-
ated for ready-to-use applications. The intensity of application for each coordination
mechanism must be determined precisely as well as the optimal combination of the

three coordination-mechanisms.

In the next section, the relevant theories and models will be presented individually
and they will be adapted and modified for business purposes. Afterwards it is possi-
ble to derive hypotheses for each model (Model-Hypothesis). The selection of the
theories and models has been carried out through a separate extensive scientific

study'®. The discussion starts with one of the oldest theories from the 1960’s.

166 Refer to Launer, M., 2004a.
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3.1  Undifferentiated Coordination on Group-Level with an Extended EPRG-
Scheme

3.1.1 Introduction and Discussion of the Theory

One of the fundamental structures in International Management dates back to the ap-
proach by Perlmutter (1965, 1969, 1972), who explained different basic orientations
of multinationals in sociological, psychological and anthropological categories'®’. He
assumed that values and attitudes, experiences, habits and prejudices of individuals
will shape the type of a multinational enterprise. Accordingly he differentiated three

different orientation- and leadership systems'®®:

- ethnocentric (orientation shaped by parent-company; home country attitude)
- polycentric (orientation centered on host country; host country orientation)

- geocentric (environmental differences disappear; world oriented orientation)

Later the regio-centric approach was added'®. A summary of the different orienta-
tions can be found in Appendix 11. This typology — according to its first letters it is
also called EPG- or EPRG-Approach'” - has shaped the International Management-
Research decisively, and is often considered one of their most important theoretical

foundations'”".

Meffert (1986, 1989, 1990) and Meffert and Bolz (1998) used these four orientations
to sort them into the Global Integration — National Responsiveness Framework by
Prahald and Doz (1987, refer to Appendix 8) '"%. Thus a portfolio of four fields with

different shapes was developed.

167 Cf. Perlmutter, H.V., 1969, p. 11; Schneider, U., 1996, pp. 127-144. The possibilities to transfer management styles

see Takahashi, Y., 1989, pp. 2063-2076.

Refer also to Heenan, D.A./Perlmutter, H.V., 1978, pp. 17-22; a summary can be found with Kreutzer, R., 1990,
pp. 12-26 and Pausenberger, E., 1982, p. 76, Tab. 1. Refer also to the overview and critical depiction by Kutschker,
M./Schmid, S., 2004, pp. 278-289. Launer, M., 2004a, pp. 20-21, describes the model in relation to the coordination
of subsidiaries of multinational enterprises.

168

169 Cf. Heenan, D.A./Perlmutter, H., 1979, p. 20.

170 As to the critique of the EPRG-Scheme refer to Launer, M., 2004a, pp. 21-22.

i Cf. Ricks, D.A., 1985, p. 3.

172 Cf. Prahalad, C.K./Doz, Y.L., 1987, p. 25. A good summary of the approach is provided by Welge, K./Holtbriigge,

D., 2003b, p. 41ff. The expanded theory by Doz, Y.L./Prahald, C.K., 1991, pp. 145-164 and 1993, pp. 24-50 is well
described by Kutschker, M./Schmid, pp. 307-311.
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Henzler and Rall (1985) attributed typical industries into the four fields, as is com-
mon in the practice of business consultants'”>. He positioned the various branch in-
dustries according to their global and local advantages (refer to Appendix 9)'’*. Based
on their branch-allocation, now corporations can easily be classified into the four

categories.

This theory does not provide explicit statements regarding the coordination of sub-
sidiaries. However, in the course of this thesis it has been used repeatedly as a basis
for developing fuller theories and models. It would be wrong to ignore this basic the-
ory and not examine it for implicit statements regarding the differentiated coordina-

tion. It might be of relevance for the business practice.

3.1.2 Development of a Coordination Model based on the EPRG-Scheme

The EPRG-Scheme and the extended theories built on it do not contain any explicit
statements regarding the coordination of subsidiaries. Therefore, statements regarding
these mechanisms, their implementation, combination and intensity of use must be
derived by the author from statements provided by the literature before using it'”.
The four archetypes of orientation will now be described'’® by developing an ex-

tended perspective.

The characteristic of the first cluster, an ethnocentric business culture'”’, under cer-
tain conditions connected with an export strategy'’®, is characterized by the exten-
sive transfer of structure, systems, processes, and resources from the parent company
to their subsidiaries. According to Meffert (1990) this orientation goes parallel with

179

the organizational structure like an export department . The subsidiaries function as

173 Cf. Henzler, H./Rall. W., 1985a, p. 184 and 1985b, p. 262; Rall, W., 1986, p. 160; Welge, M.K./Holtbriigge, D., 2003,
p. 78-80.
174 Cf. Henzler, H., Rall, W., 1985a, p. 184 and 1985b, p. 262; Rall, W., 1986, p. 160. Launer, M., 2004a, pp. 62-66 also

studied the influence of the point in time of the internationalization on the coordination-mechanisms. However, this
approach will not be pursued further in this thesis, because this will not lead to pragmatic results for the practice. The
result of the analysis can be found in the Appendix 10.

Refer also to Launer, M., 2004a, pp. 60-87. The derivation of statements concerning coordination-instruments was the
same for the business culture, organizational structure, and the enterprise strategy.

Cf. Meffert H./Bolz, J., 1998, p. 285. Refer also to the critique by Kutschker, M./Schmid, S., 2004, p. 301.

17 Cf. Meffert, H., 1990, p. 107.

178 Cf. Meffert, H./Bolz, I., 1998, p. 61.

17 Cf. Meffert, H., 1990, p. 102.
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. . . . 180
»adjunct to domestic business or a source of quick profit*

. The objective is the use
of knowledge and abilities available in the headquarters through worldwide diffusion

and adaptation'®'.

According to the theory, the strategy will follow a more centralistic leadership con-

'82 Therefore, the degree of centralization will be high'®. The local subsidiaries

cept
receive orders and directions from the parent company'®. Often the headquarters
sends its delegates to the foreign countries to manage the local import business or
growth of young subsidiaries'®. The expatriates will transfer the Know-how of the
parent company and assure that the strategic objectives set by the headquarters are in

line.

Neither in the original theory, nor in other literature could a detailed description of the
formalization of policies and systems be found in regard to the EPRG model. It has
to be assumed that local subsidiaries are managed via simple key data and financial
rations'™, since there are hardly any complicated harmonization processes neces-
sary'®’. The advantages of a formal integration of the subsidiary into the group are

very limited'®®.

The normative integration is probably relatively low as well. Rarely are high-
ranking managers found to be working in an export department with intensive rela-

tionship to the management in the home country'®’

. Although the ethnocentric orien-
tation assumes that socialized top managers will be transferred abroad, this refers only
to the first level of leadership. Furthermore these managers frequently change their
work place. Even the frequency of visits by headquarters personnel can assumed to be
low. Therefore, the overall coordination intensity can be considered to be rather low

for the first cluster'”’.

180 Magaziner, 1.C./Reich, R.B., 1985, p. 8.

181 Cf. Bartlett, C.A./Ghoshal, S., 1990a, p. 32.

182 Cf. Kutschker, M./Schmid, S., 2004, p. 288.

183 This has been derived from the explanations by Harzing, A.K., 1999, p. 39; Meffert, H., 1990, p. 105.
184 Cf. Meffert, H., 1990, p. 101.

185 Cf. Perlitz, M., 2000, p. 137.

186 As to the basic types of international enterprise systems refer to Meffert, H., 1990, p. 105. Refer also to Bartlett,

C.A./Ghoshal, S., 1990 and 2002. The derivation has been detailed further by Launer, M., 2004a, p. 78.
187 Cf. Perlitz, M., 2000, pp. 137-138.

188 Cf. Bartlett, C.A./Ghoshal, S., 1990, p. 74
189 Cf. Meffert, H./Bolz, J., 1998.
190 Refer to the explanations by Bartlett, C.A./Ghoshal, S., 1990, p. 76 and Harzing, A.K., 1999, p. 39.
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The second orientation, the polycentric business-culture’®® goes along with a strat-
egy of national adaptation'®” and is characterized by its far-reaching consideration
and adaptation to local conditions of the respective host country. In practice, so-called
regional area structures are set up'>>. The purpose is to create a national image. Do-
mestic leadership positions are mostly taken over by local managers to use their ex-
tensive knowledge of local market characteristics, expense-structures and legal
norms'*. The parent company abdicates on optimizing individual national strategies

195
on a group-level ™.

The coordination-intensity has to be rated higher than in the ethnocentric, export ori-
ented approach, but in total it is still considered to be low'*®. The group considers the
subsidiaries as a portfolio of various local units. Thus the degree of autonomy of the
individual subsidiary is relatively high'”’. The local management teams are less con-
nected with the headquarters and thus usually strive for more autonomy. The degree

198

of formalization can be rated at low to medium "°. Usually simple financial controls

. . . . 199
or organizational handbooks are used for formal coordination

. The integration in
the host country is the priority. In contrast, there are only minor advantages to inte-

grating the subsidiaries into the global system.

Normative integration is low as well?®. Individual subsidiaries have rather little ex-
change relations between each other. In these cases, often single top managers are
sent abroad, mainly responsible for controlling purposes. Mostly, this is limited to
simple financial control. Thus only few managers are closely connected to the corpo-
rate headquarters. In extreme cases, the frequency of visits by headquarters personnel

could be limited to one visit a year by a member of the board of management™".

191 Cf. Meffert, H., 1990, p. 105

192 Cf. Scholl, R.F., 1989, col. 992.

193 Cf. Meffert, H., 1990, p. 102.

194 Cf. Perlitz, M., 2000, pp. 137-138.

195 Cf. Welge, M.K., 1992, p. 570 f.

196 Cf. Bartlett, C.A./Ghoshal, S., 1990, p. 74.

197 Derived from the explanations by Kutschker, M./Schmid, S., 2004, pp. 283-289 and Harzing, A K., 1999, p. 40.
198 This was derived from the explanations by Meffert, H., 1990, p. 105.

199 Cf. Bartlett, C.A./Ghoshal, S., 1990, p. 77.

200 This was derived from the explanations by Perlitz, M., 2000, pp. 137-138 and Meffert, H., 1990, p. 107.
w1 Cf. Perlitz, M., 2000, pp. 137-138.

38



A geocentric business-culture?®, connected with a global strategy*”, global inte-
gration-strategy””* or strategy of global rationalization®”, which became popular
through Levitt (1983), addresses the worldwide formalization and standardization of
structures, processes, systems and resources. ,,The global competitor will seek con-
stantly to standardize his offering everywhere (...). He will never assume that the cus-
tomer is a king who knows his own wishes”*”’. The parent company does not consider
itself rooted in any home country anymore but rather considers itself as a global en-
terprise. The historical origins in a particular country are more or less considered as a

coincidence, not a home base.

A distinct centralization of decision making takes place to realize the advantages of

standardization, especially in product-oriented worldwide organizational structures®**.

However, since the enterprise considers itself without a home base or belonging to
any country of origin, the decisions are not necessarily centralized in the home coun-

try. Regional headquarters or other competence centers are possible which will de-

velop in subsidiaries with the greatest know-how*"’

cialized, strategic roles*'’.

. Thus the subsidiaries gain spe-

Another characteristic is the extensive transfer of technology from the parent-
company”''. This leads to a high level of formalization of policies and systems be-
cause the transferred technologies have to be well documented and the processes have
to be observed precisely®'?. Often the geocentric approach is used to occupy interna-
tional market niches in a fast process. The fast penetration requires a formally coordi-

nated and well-planned process®"”.

202 Cf. Meffert, H., 1990., p. 105.

203 Cf. Meffert, H./Bolz, J., 1998, p. 61.

204 Cf. Scholl, R.F., 1989, col. 991-992.

205 Cf. Welge, M.K., 1982a, pp. 171-189; Negandhi, A.R./Welge, M.K., 1984.

206 Cf. Meffert, H., 1990, p. 195.

207 Levitt, A., 1983, p. 94.

208 This has been derived from the explanations by Meffert, H., 1990, p. 101, and Perlitz, M., 2000, p. 138.

209 Cf. Forsgen, M./Holm, U./Johanson, J., 1995, pp. 475-491; Forsgen, M./Johanson, J., 1992, pp. 19-31; Kutschker,
M./Schurig, A./Schmid, S., 2002b, pp. 224-245; Schmid, S., 2000a, pp. 182-204.

210 Cf. Perlmutter, H., 1965, pp. 157-158: Perlmutter, H., 1969, pp. 13-14; Heenan, A./Perlmutter, H., 1979, pp. 20-21.

2 Cf. Perlitz, M., 2000, p. 138.

212 This has been derived from the explanations by Meffert, H., 1990, p. 104 and Bartlett, C.A./Ghoshal, S., 1990,
p. 77 and Harzing, A.K., 1999, p. 40.

2 Cf. Bartlett, C.A./Ghoshal, S., 1990, p. 77.
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The normative integration of the employees can be considered high as well. Due to
this globally intensive coordination strategy employees work closely together on a
worldwide basis. Many corporations even create a worldwide spirit through a dedi-

214 . . . .
. The overall intensity of coordination can be con-

cated corporate identity-strategy
sidered very high. A globally harmonized strategy requires global coordination

through distinct coordination mechanisms.

The fourth approach, a region-centric or synergetic business-culture is connected
with a mixed strategy”'”, also called a dual, opportunistic*'® or multi-focus strat-
egy”'’. The main-characteristic of this orientation is the simultaneous utilization of

cross-national differences, scale-effects and economies of scope.

The region-centric segment has not been researched well until now. There is no uni-
fied strategy according to which every subsidiary can be treated the same way glob-
ally. Each subsidiary represents an individual and is integrated into a specific regional
concept. It has to be coordinated in accordance with its respective individual needs.
The coordination-mechanisms are implemented case-by-case and according to the re-
spective local situations™'®. Therefore a general guideline for the coordination of sub-
sidiaries cannot be derived. In this case the corporate strategy is to coordinate each
subsidiary in differentiated ways. In any case, the intensity of coordination is very
high. The more the corporate strategies and coordination mechanisms are differenti-
ated, the higher the effort of implementation is*'’. Figure 1 summarizes these

thoughts™.

214 This has been derived from the explanations by Perlitz, M., 2000, p. 138 and Kutschker, M./Schmid, S., 2004, p. 281
and Harzing, A.K., 1999, p. 40.

The collected volumes by Porter, M.E., 1989a inform about the characteristics of transnational strategies; Welge,
M.K., 1990; Lecraw, D.J./Morrison, A.J., 1993 also the monographs by Govindarajan, V./Gupta, A.K., 2002 and Yip,

215

G.S., 2003.

216 Cf. Meffert, H., 1986, p. 691 and Harzing, A.K., 1999, p. 41.

2 Cf. Scholl, R.F., 1989, col. 992 f.

218 This is derived from the explanations by Bartlett, C.A./Ghoshal, S., 1990, pp. 95-97; Harzing, A.K., 1999, pp. 40-41;
Kutschker, M./Schmid, S., 2004, pp. 289-298.

2 Cf. Bartlett, C.A./Ghoshal, S., 1990, pp. 95-97; Harzing, A.K., 1999, p. 41.

20 A detailed analysis can be found with Launer, M., 2004a, pp. 66-69.
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Figure 1: Development of coordination guidelines based on the extended EPRG-Scheme
Source: Launer, M., 2004a, p. 70, 81 and 85

First guidelines for an analysis of foreign subsidiaries and their coordination could be
derived from the EPRG-Scheme on the group-level (Refer also to Appendix 11 and
12). Therefore the model will be further developed and calibrated in the pre-studies
(1993-2000). Then it will be studied comprehensively in the follow-up study (2004).
The following hypothesis-model will be put forward:

1. Model-Hypothesis: The EPRG-Scheme contains implicit statements regarding
the coordination of foreign subsidiaries on a group-level. The EPRG-Model de-
veloped describes explicit coordination-statements for ethnocentric, polycentric,
and geocentric enterprises, which can be applied successfully in case studies and

in business practice.

To better understand the limitations of the model for the use later in the case studies

and entrepreneurial practice the developed model will now be critically reflected.

41



3.1.3 Critical Reflections on the New Model

The EPRG-Scheme was examined extensively and modified for business purposes to
derive a usable hypothesis. To make the model user friendly for business applica-
tions, it was expanded in regard to various business strategies, corporate cultures, and
organizational structures, published separately**'. Initially the model did not allow
explicit conclusions as to the coordination of subsidiaries since it was designed for
that purpose. From the numerous literature sources however, the respective coordina-
tion strategies for different enterprise-approaches could be derived. The extended

statements were theoretically substantiated and firmly supported***.

However, the key problem of this approach is its dominant headquarters perspec-

. 223
tive

. The coordination model is not differentiated, because it does not treat the sub-
sidiaries individually. The assumption is that all subsidiaries are treated equally on a
worldwide basis. This perspective is especially problematic in business, because glob-
ally responsible managers want to reduce the complexity of international coordination
requirements to one single denominator**. However, reality is not that simple and

each subsidiary does represent an individual. The model therefore can only be used on

a group-level.

The use of the model is scientifically not solid underpinned since it is still not empiri-
cally proven. The geocentric orientation has been criticized extensively as well. The
most critical point remains the lack of explanations as to the region-centric cate-
gory”?. Perlmutter also never tested his results with questionnaires. That makes it dif-
ficult to operationalize the theory into an analysis-instrument. However, the model
provides useful and basic orientation patterns, which could be used in further devel-
oped theories or in connection to other theories™®. Even if the statements regarding
the individual coordination mechanisms could not be confirmed, they nevertheless

provide useful guidelines for the fundamental orientation of multinationals.

2l Refer also to Launer, M., 2004c, pp. 60-90.

22 Refer to literature evaluation of Launer, M. 2004a, pp. 60-90. Cf. Bartlet, C.A./Ghoshal, S., 1990, pp. 56-98; Meffert,
M., 1990, pp. 97-112; Perlitz, M., 2000, pp. 137-141; Harzing, A.K., 1999, pp. 31-47; Kutschker, M./Schmid, S.,
2004, pp. 278-301.

23 Cf. Kutschker, M./Schmid, S., 2004, p. 286.

24 Expert-interviews.

2 Cf. Kutschker, M/Schmid, S., 2004, pp. 283-289.

26 Refer to the concept of Requisite Complexity von Nohria, N./Ghoshal, S., 1997, pp. 173-192.
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3.2 Individual Coordination Strategies determined by the Context-Structure -
a Contingency Approach
3.2.1 Introduction and Discussion of the Approach

After introducing one of the oldest approaches describing coordination on a group-
level - which did not yet differentiate the coordination-mechanisms - now the research

approaches from the 60s and 70s will be addressed. In particular, the representatives

h227 h228

applying the situational approach™" or the contingency approac have carried out
numerous empirical analyses within the so-called comparative theory of organiza-
tions. In this approach individual coordination mechanisms are examined in correla-
tion to different environments®*’ and business conditions. Up to this day, this method
is the most widely applied research approach in organization theory™’. The estab-
lished “if-then” relations can be of good help to derive recommendations in business

practice.

According to Lawrence and Lorsch (1967) and Thompson (1967) corporations should
differentiate their structures depending on different environmental conditions they
face. The authors include in their classification specifically formal structural arrange-
ments as well as formal and informal management processes. Subsequently numerous
authors studied situational factors, but the results show many discrepancies and even
partially contradict each other. Therefore it has to be examined which situational fac-

tors should be used in a future analysis of the differentiated coordination.

The size of a subsidiary was subject of numerous situational studies, especially con-
cerning centralization. While some scientist found a negative influence of the size of
an affiliate on centralization™', others could disprove this finding by showing a posi-
tive influence™”, or they reported mixed”” or insignificant™* results. Also, no definite

relation could be proven between the age of a subsidiary and the coordination-

2 The Situational Approach has been shaped especially by the works of the Aston-Group around Derek Pugh. It is based

on the fundamental assumption, that organizations must adapt their structures to the respective situation in order to be
efficient. The situation of an organization is determined by external and internal factors. Cf. Kieser, A., 1992,
pp. 161-164. For a detailed depiction of the situational approach and its history of coming into existence refer to Kie-
ser, A., 1992, pp. 161-191.

28 Cf. Schreyogg, G., 1978; Zeithamel, V./Varadarajan, R.P./Zeithamel, C.P., 1988, pp. 37-63.
229 Cf. Diilfer, E., 1981, pp. 1-44; 1989, pp. 2097-2111..

20 Cf. Kieser, A./Kubicek, H., 1992, p. 46.

s Cf. Cray, D., 1984, pp. 85-99; Hedlund, G., 1981, pp. 25-78; Picard, J., 1979.

232 Cf. Halsberghe, E./Van de Bulcke, 1982, pp. 20-50.

23 Cf. Gates, S.R./Egelhoff, W.G., 1986, pp. 71-92;

4 Cf. Goehle, D.G., 1980 and Garnier, G., 1982, pp. 893-908.
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mechanisms. While some researchers documented a negative relation®”, others
gained insignificant results>*° or they could prove that no relation exists>’. The same
applies to uncertainties in local markets. The results in relation to centralization
have been partly negative™®, insignificant™’ or did not show a systematic relation®*’.
The studies examining the cultural distance of subsidiaries to the corporate headquar-

ters have so far not produced any interesting results**'.

However, Nohria and Ghoshal (1997) found significant and convincing results in their
comprehensive study differentiating the coordination of foreign subsidiaries. Ac-
cordingly it can be considered as proven that the environmental complexity and the
resource level of a subsidiary correlate significantly with each coordination mecha-

242

nism” . In the following these two variables shall be theoretically supported and then

firmly studied empirically.

3.2.2 Coordination in Dependence of the Resource Levels of Subsidiaries

First, the internal circumstances of a company will be analyzed. For the headquarters
large subsidiaries represent a higher investment risk than small ones**. On the other
hand they contribute considerably to the total turnover, and often play a strategic role

within the group®**

. However, with an increasing resources level their interests can
diverge from those of the parent company”*’. Since the parent company depends on its
local resources™*, it surely will cause conflict situations and severe negotiations®*’.
The larger a particular subsidiary is, the lower the effectiveness of coordination be-

comes by the parent company due to the autonomy sought by the subsidiary***.

5 Cf. Gates, S.R./Egelhoff, W.G., 1986, pp. 71-92; Hoffmann, R.C., 1988, pp. 41-55; Youssef, S.M., 1975,
pp. 136-145; Halsberghe, E./Van de Bulcke, 1982, pp. 20-50; Wolf, J., 1994,.

26 Cf. Garnier, G., 1982, pp. 893-908; Goehle, D.G., 1980; Picard, J., 1979.

7 Cf. Harzing, A.K., 1999, p. 291.

28 Cf. Hedlund, G., 1981, pp. 25-78 and Gates, S.R./Egelhoff, W.G., 1986, pp. 71-92 in relation to competition-intensive
circumstances.

239 Cf. Baliga, B.R./Jaeger, A.M., 1984, pp. 25-40; Neghandi, A.R., 1987; Quester, P.G./Conduit, J., 1996, pp. 395-421.

240 Cf. Harzing, A.K., 1999, p. 297.

24' As to the describing and unconvincing studies refer to Baliga, B.R./Jaeger, A.M., 1984, pp. 25-40 and Rosenzweig,

P.M./Singh, J.V., 1991, pp. 340-361. Auch Harzing, A K., 1999, pp. 297-298 produces unimpressive results.

2 Cf. Nohria, N./Ghoshal, S., 1997, p. 106.

3 Cf. Alsegg, R.J., 1971, pp. 99-100; Bamberger, I./Wrona, T., 1996a, pp. 386-391 and 1996b, 130-153; Grant, R.M.,
1991, pp. 114-135.

24 Cf. Roccour, J.L., 1966, p. 15; Raschke, U./Wolfrum, B., 1994, pp. 501-517.

s Cf. Barney, J.B., 1991, pp. 99-120; Makodok, R., 2001, pp. 387-401.

246 Cf. Prahalad, C.K./Doz, Y.L., 1981, pp. 6-9; Wernerfeldt, B., 1984, pp. 171-180.

7 Cf. Schmidt, S.M./Kochan, T.A., 1977, p. 220.

8 Cf. Roccour, J.L., 1966, p. 155.
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For the parent company various degrees of dependence result from the varying re-
sources levels of the subsidiaries, which are depicted in the Resource-Dependence-
Approach by Pfeffer and Salancik (1978) and Pfeffer (1981). The authors ,, ... have
shown that organizational processes are dependent on internal power relationships
which, in turn, are critically contingent upon the internal of organizational re-
sources***”. The multinationals therefore have to differentiate their organizational

processes in accordance with the varying resources levels of its subsidiaries®".

Large subsidiaries, representing a high level of technology, capital and management
abilities, strive for high autonomy and tend to reject the centralization of deci-
sions®!. They will try to use their resources for their own local interests. Especially
high growth subsidiaries accumulating enormous resources, established or acquired at
at earlier times when international coordination was still difficult, tend to show
autonomous behavior. This statement is similar to the results shown in the studies by
Alsegg (1971) and Hedlund (1980). In the empirical study of Ghoshal and Nohria
(1989), concerning the concept of international differentiation, it was shown as well
that successful subsidiaries with growing resources levels have to be managed more
autonomously than smaller subsidiaries. ,,The subsidiary represents a pool of rich re-
sources in an overall resource distribution that cannot be altered at will, and indeed
tends to persist over time”>>>. The results by Gates and Egelhoff (1986), however,
disproved that centralization correlates negatively with the size of the subsidiary®,

But in their approach the size of the subsidiaries was not sufficiently described in

depth. Putting these arguments together the following hypothesis may be advanced:

1% Situational Hypothesis: The centralization of decision making is negatively

correlated with the resource levels of subsidiaries.

The second coordination mechanism, the formalization of policies and systems, can
prevent conflicts by routinization and impersonal ways of decision making in affili-
ates with high resource levels, as has been studied by Hedlund (1980, 1981). There-

fore multinationals will try to implement their technocratic coordination mechanisms

9 Ghoshal, S./Nohria, N., 1989, p. 324.

20 Cf. Nohria, N./Ghoshal, S., 1997, pp. 94-105.

s Cf. Alsegg, R.J., 1971, pp. 99-100; Roccour, J.L., 1966, p. 15.
2 Ghoshal, S./Nohria, N., 1989, p. 325.

23 Cf. Gates, S.R./Egelhoff, W.G., 1986, pp. 75-97.
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especially in large subsidiaries™*. Welge (1981) found as well that large subsidiar-
ies” of German multinationals show a high intensity of structural coordination and a
high degree of planning activities. In his view, large subsidiaries are managed much

- 256
more bureaucratically

. Nohria and Ghoshal (1997) too, prove the positive correla-
tion between the resources level and formalization. Based on these findings the 2™

Situational Hypothesis can be stated:

2" Situational Hypothesis: Formalization of policies and systems correlates posi-

tively with the resource levels of subsidiaries.

According to Van Maanen and Schein (1979) as well as Ouchi (1980), socialization
of employees minimizes conflicts in multinational enterprises. Walton and McKersie
(1965) show in particular that socialization leads to a reduction of conflicts between
parent and subsidiary, especially during negotiations. Ghoshal and Nohria (1989) con-
firm the connection between resource levels of successful subsidiaries and the use of

socialization processes empirically®’. Therefore the 3™ Situational Hypothesis is:

3" Situational Hypothesis: Socialization of employees through normative inte-

gration correlates positively with the resource level of subsidiaries.

In summary, this is the first approach — if the hypotheses are confirmed — that will
provide recommendations for operations on subsidiary level. The described construct
concerning the level of resources in subsidiaries in relation to the coordination
mechanism appears to be very solid. The influence of the resources levels will there-

fore be examined more in depth in the empirical study.

24 Cf. Kieser, A./Kubicek, H., 1992, p. 306.

5 The size of subsidiaries was measured by the turnover. The tendency however can be recognized in relation to the
number of employees.

256 Cf. Welge, M.K., 1980; Welge, M.K., 1981, pp. 65-68 and the quoted.

27 This is shown by the significant co-relational coefficient (p<0,001) of 0,51 between the variables ,,local resources*
and ,,socialization in the study by Ghoshal, S./Nohria, N., 1989, p. 331, table 2. This stands in contradiction to the re-
sults by Kenters, who could not establish the connection between the size of the subsidiary and the socialization. The
turnover and the number of employees do not appear as operational. Cf. Kenter, M. 1985, pp. 285-287.
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3.2.3 Coordination of Subsidiaries in Relation to the Environmental Complexity

The second situational variable is the environmental complexity of local markets®®. It
has been well established by authors such as Thompson (1967) and Lawrence and
Lorsch (1967a) that the structures of successful organizations, in which they include
formal structural arrangements as well as formal and informal management processes,
are and should be differentiated according to the characteristics of the external envi-
ronment they face. According to Lawrence and Dyer (1983) the complexity of the en-
vironment can be operationalized with the two variables technological dynamism
and competition®’. The increasing complexity of the international environment re-
sults in a stronger interdependence between the parent company and its subsidiaries as

well as an increased mutual vulnerability*®

. ,Jmperfect knowledge and fluctuations in
the environment induce both the headquarters and the subsidiary to engage in recipro-
cal exchange relationships to make the realization of even independently disparate

goals more predictable over time”*".

In high dynamic and complex situations the level of uncertainty increases in such a
way that hierarchical coordination mechanisms will be overstrained. Thus the quality
of the decisions that have to be made will suffer, especially if they are made from far
distance®®. Therefore, centralization appears inadequate®®. If market conditions in a
certain country change rapidly, the subsidiary must be able to make decisions quickly
to maintain its competitiveness. Inquiries to the headquarters and complicated ap-
proval procedures would slow down the adaptability of the subsidiary. Local manag-
ers, in contrast to the managers in the headquarters, have the advantage to better un-
derstand the local market conditions. Especially in a dynamic environment with con-
tinuously changing circumstances the local management has faster access to local

knowledge than the parent company.

Ghoshal and Nohria (1989) found that centralization correlates negatively with the

increase of environmental complexity. The results by Gates and Egelhoff (1986),

28 Cf. Bronner, R., 1992, pp. 1121-1130; Mahini, A., 1990, pp. 27-35.
29 Concerning the dimension and registration of complexity and dynamic of environments refer to Kieser, A./Kubicek,
H., 1992, pp. 366-376.

20 Cf. Ghoshal, S./Nohria, 1989, p. 325.

261 Ghoshal, S./Nohria, N., 1989, p. 325.

262 Cf. Galbraith, J., 1973, and Ouchi, W.G., 1980, p. 139.
3 Cf. Sullivan, D., 1994, pp. 325-342.
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however, disproved that centralization correlates negatively with the speed of product

264

innovations and the competitive climate change™". The matter therefore should be

examined again. The 4™ Situational Hypothesis therefore is:

4™ Sjtuational Hypothesis: Centralization of decision making correlates nega-

tively with increasing environmental complexity.

The extent of the formalization in relation to the environmental complexity has not
been completely resolved in the literature. However, it seems to be clear that subsidi-
aries in dynamic and complex environments should not be bothered with administra-
tive processes. Nohria and Ghoshal (1989, 1997), however, could not confirm this hy-

265 1t rather seems that formalization increases with

pothesis in their empirical study
an increasing environmental complexity. That makes sense since many decisions that
have to be made quickly in a dynamic environment need to have a mutual decision
basis aligned with the headquarters. Subsidiary managers can rely on established rules
and decision-making procedures. That also legitimizes their decisions at a higher
management level. From the headquarters point of view autonomous actions of local

managers will be restricted. At the same time, a better coordination will be achieved

without the headquarters having to decide itself. Therefore, the

5™ Situational Hypothesis is: Formalization of policies and systems correlates

positively with environmental complexity.

In a complex environment, corporate culture or the socialization of employees ap-
pears to be the most suitable mechanism for the coordination of business activities.
The study by Burns and Stalker (1961) already indicated®® that with increasing dy-

267

namism corporations tend to move from mechanical or hierarchical structures™" to-

wards so-called organic organizational forms®®.

24 Cf. Gates, S.R./Egelhoff, W.G., 1986, pp. 75-97.

265 Refer to the comments made by Nohria, N./Ghoshal, S., 1997, pp. 108. They tried to explain the positive correlation

between formalization and environmental complexity in detail.

Since the data basis of this study is limited to single case studies the results are purely of theoretical nature.

Cf. Lehnert, S. 1983, pp. 129.

267 Cf. Burns, T./Stalker, G.M., 1961, pp. 79-122.

268 The organic system is characterized by a high complexity. Individual organizations are taken into account by the
structure of their tasks. There is alimited formalization and hierarchy. Job descriptions are wide open and decision
making is decentralized. There is a structure based on horizontal, lateral, and vertical information channels. Cf. Burns,
T./Stalker, G.M., 1961, pp. 122.
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Khandwalla (1975) found in his study as well a correlation between experienced un-
certainty regarding the environment™® and organizational variables®”’. In times of un-
certainty, successful corporations implemented a participative management style on
all levels, a more decentralization organization, and the absence of developed control
mechanisms””'. The use of technocratic coordination mechanisms as a guideline
should be limited especially in situations of complex environments because they are
to a high degree resistant to change and do not provide the necessary flexibility*’>.
The results provided by Ghoshal and Nohria (1989) confirm on the basis of successful
individual subsidiaries the correlation between environmental complexity and the use
of socialization’”. A high relative rate of product and process innovation, manifested

by technological dynamism, correlates significantly with the implementation of so-

cialization processes® . Putting these arguments together, it may be hypothesized:

6" Situational Hypothesis: Socialization of employees through normative inte-

gration is positively correlated with the environmental complexity.

Describing the environment of subsidiaries via the environment-complexity has pro-
duced already some success in sciences. The construct can be described well and ana-

lyzed through competition intensity. This will be further researched in depths.

3.2.4 Critical Reflections on the Situational Approach

The situational approaches differentiate the use of coordination mechanisms individu-
ally by subsidiary. However, they do not yet provide a comprehensive approach, be-
cause they do not consider the different coordination mechanisms in combination.
Since they are widely recognized in coordination theory, they should not be dis-

missed. Furthermore, the findings are the basis for advanced theories”.

9 The origins lie with the ignorance about developments in the environment (Information-defect) and result from ac-

tions (Evaluation-defect), or one does not know what to do (Reaction-defect). Cf. Lehnert, S., 1983, p. 150.

270 Cf. Khandwalla, P.N., 1975, p. 150.
n Cf. Lehnert, S., 1983, p. 152.
272 Cf. Kieser, A./Kubicek, H., 1992, p. 287.

m The significant correlation-coefficient shows this (p<0,001) from 0,26 between the variables “environmental com-

plexity” and “socialization” in the study by Ghoshal, S./Nohria, N., 1989, p. 331, Table 2..

This has to be concluded by the lower correlation-coefficient 0,8 (p<0,001) between the variables “competition” and
“socialization”. Cf. Ghoshal, S./Nohria, N., 1989, p. 331, table 2.

s Refer to Nohria, N./Ghoshal, S., 1997, pp. 93-112 and pp. 173-190.
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The models presented so far do not consider transaction costs, which occur by im-
plementing coordination mechanisms. The interaction of the different mechanisms is
not observed either. It seems like even a higher number of empirical analyses cannot
describe the optimal coordination sufficiently. This is so due to the fundamental ap-
proach. Most of these models are of descriptive nature and observe pure facts of real-
ity. To validate normative statements, successful enterprises are compared with less
successful ones. This approach is based on the assumption that successful enterprises
have implemented the right form of coordination for their subsidiaries. This determi-

nistic causal inference is frequently criticized in theory and practice®’°.

But the main point of criticism seems to be that the optimal level of coordination is
located between two extreme poles on a continuum between high and low. But none
of the models describes sufficiently where the optimum is located on the continuum
and how it can be achieved. Additionally, over the last years alternative solutions to
the traditional coordination have been discovered. For example, regional headquarters
have been established in business practice. This is a move away from the construct of
a corporate headquarters. Latest developments in business cannot be described any-
more with the existing models and empirical findings. Moreover, they can even less

provide recommendations for action in professional environments.

Additionally there is the fundamental problem of causality in contingency models.
The cause and effect context has been definitely resolved. The established “if-then-
relations* are purely descriptive and have only limited power of prediction. To deter-
mine a specific situation precisely there is also an identification problem.. Important
criteria for the content and the power of prediction are precision as well as volume,
quantity and quality of assumptions for the description of a given situation?”’. Contin-
gency-theoretical approaches assume dependent and independent variables, although
dependence in social systems is difficult to prove?’. In addition, the influence of the
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local culture is not taken into account™. Therefore, an extended and comprehensive

perspective of the differentiated coordination in multinationals may be needed.

276 Cf. Kieser, A./Kubicek, H., 1992, pp. 45-59.
2 Cf. Lehnert, S., 1983, pp. 169-186.

m Cf. Stihle, W., 1981, pp. 215-226.

m Cf. Kieser, A./Kubicek, H., 1992, p. 285.
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3.3  Differentiated Coordination of Individual Subsidiaries in Theory Internal
Differentiation

3.3.1 Introduction and Discussion of the Theory

The Theory of Internal Differentiation, which is part of the book Differentiated Net-
works by Nohria and Ghoshal (1991, 1997), tries to open up new ways in describing
the coordination of foreign subsidiaries in multinationals®*’. It seems that the attempt
has been successful to study three coordination-mechanisms in combination, to inte-
grate the latest theoretical findings regarding coordination, and to take the transaction
costs into consideration at the same time. According to Drazin and van de Ven (1985)
the authors argue that for a more complete contingency theory it is necessary to con-
sider the context structure relationships more comprehensively and to explore the in-

fluences simultaneously.

The authors show in a broad empirical analysis how successful multinationals can op-
timize the implementation of the control mechanisms centralization, formalization,

281 With the context factors

and normative integration in different context structures
“resources level of subsidiaries” and the “complexity of local markets” a four-field-
portfolio is set up. The differentiated implementation of the coordination is described

for each cluster in detail®®

. It also shows, that the findings of the situational ap-
proaches presented before, cannot simply be transferred into an integrated contin-
gency framework. According to Thompson's norm (1967 a) of ,,administrative ration-
ality”, the most efficient coordination is not necessarily the addition of one-
dimensional findings in coordination mechanisms. An enterprise with a limited
amount of resources available has to carefully manage the quantity of coordination
efforts. Therefore it has to evaluate in each individual case which mechanism should
be used to integrate a subsidiary into the group structure. Now the various combina-

tions of coordination mechanisms will be introduced in such a way that they will be

applicable in scientific case studies as well as in and in business practice.

280 Cf. Harzing, A.K., 1999,pp. 105-106; Eccles, R.G./Nohria, N., 1991; Ghoshal, S./Nohria, N., 1989, pp. 323-337;
Ghoshal, S./Westney, E.D., 1993, pp. 1-23.

The concept of differentiation is mainly based on the studies by Blau and Schonherr, 1971, Lawrence and Lorsch,
1967b, as well as by Lawrence and Dyer, 1983. Cf. Hamilton, R.D./Kashlak, R.J., 1999, pp. 167-189; Hamilton,
R.D./Taylor, V./Kashlak, R.J., 1996, pp. 857-868; Ghoshal, S./Moran, P./Almedeida-Costa, 1995, pp. 748-759;
Bartlett, C.A./Ghoshal, S., 1990, p. 269, foot notes 2 to chapter 4.

Lawrence and Dyer, 1983 have already described the synthesis of these two viewpoints for national enterprises. They
treat the whole organizational unit as analysis-unit and describe different environmental situations in accordance with
their industrial context and with the scarcity of resources.
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3.3.2 Application of the Theory to the Entrepreneurial Practice

By using the two variables environmental complexity of local markets (operational-
ized by the intensity of competition and the relative rate of product innovations) and
resource level of the subsidiaries a portfolio with four fields is created. Each cluster
represents a unique situation in which the coordination mechanisms are combined in a

8 The four clusters will now be introduced individually:

unique way
The hierarchical structure is appropriate for subsidiaries facing low environmental
complexities and a low level of resources. The theoretical basis for this situation can
be found in Williamson (1975). In environments with low complexity the main focus
is on limiting transaction costs. Formalization and normative integration provide only
little advantages in this situation, and their cost-intensive implementation cannot be
justified. However, low resources of the subsidiary and the low complexity of the

market easily allow the centralization of decision making®**.

The second cluster describing a federative structure is adequate in subsidiaries with
high of level of resources and facing a low environmental complexity. Provan (1983)
described this situation in more detail and called it the ,,United Way“**. It is often
found in older subsidiaries, which over the course of time have achieved a high level
of resources through accumulation. The group depends on the performance of these
subsidiaries, because they represent an accumulation of critical resources. Thus,
higher costs are justified in the implementation of more complex coordination mecha-
nisms. Centralization is not recommended because the subsidiary does not want its
autonomy reduced. It would lead to conflict situations between the parent company
and its affiliate. Normative Integration would be a waste of administrative resources
because these interdependences in these situations will be limited. Finally, formaliza-
tion is the appropriate mechanism in this situation. It facilitates the exchange between
the parent company and the subsidiary, and through a precisely defined set of rules

and procedures, it will serve as control mechanism for the subsidiary**®.

3 Cf. Nohria, N./Ghoshal, S., 1997, pp. 97-111. Refer also to the summary by Harzing, A.K., 1999, p. 106.

284 Refer to the studies by Aston Group. Cf. Pugh, D.S./Hickson, D.J./Hinings, C.R.,/Turner, C., 1969, pp. 91-114 and
Pugh, D.S./Hickson, D.J./Turner, C., 1968, p. 65-105.

In the explanations by Provan, K.G., 1983, pp. 79-89, certain parallels can be found.

286 Refer also to Hedlund, G., 1980, pp. 23-36; Burgelman, R.A., 1983, pp. 61-70.
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A high level of resources and high environmental complexity is characteristic for sub-
sidiaries with an integrative structure, which Kanter (1983) has described in more

detail®®’

. Here, centralization does not make sense either because it would result in
frustrations of managers in highly competent subsidiaries. Although formalization is
desirable it would lead to unnecessary, inflexible structures and would limit the reac-
tion time for the subsidiary to adapt to complex and highly dynamic environments.
However, in the empirical analysis carried out by the authors an unexpected phe-
nomenon occurred. Formalization was even used in situations of high environmental
complexity even more intensively”™. This was partially in contrast to their assump-
tions. For a pragmatic business model, this phenomenon and has to be taken into con-
sideration. Normative Integration, although very cost-intensive, is the appropriate
mechanism in this situation. The shared values provide coordination of the subsidiary

according to the headquarters’ interest, and provides at the same time the necessary

flexibility and adaptability™™.

The fourth cluster describes the case of high environmental complexity and low re-
source levels called the structure of clans. This structure is described according to
Ouchi (1980). In this situation subsidiaries are often very young or their resource level
could not keep up with external developments. Centralization can be applied because
the subsidiary depends on the parent company due to its low resource level. Formal-
ization — as is the case with the integrative structure — is not recommended, because it
will make the subsidiary inflexible in the dynamic environment. Normative Integra-
tion is extremely important because it makes the coordination of resources with the

parent company easier for both®*’. Figure 2 summarizes the results graphically.

287 Kanter, R.M., 1983, describes this situation as well.

288 Refer also to Hedlund, G., 1980, pp. 23-36; Burgelman, R.A., 1983, pp. 61-70.
289 Cf. Van Maanen, J./Schein, E.H., 1979; Walton, R.E./McKersie, R.B., 1965; Ouchi, W.G., 1980, pp. 129-141.
20 Cf. Ghoshal, S./Nohria, N., 1989, pp. 327-329; van Maanen, J./Schein, E.H., 1979; Walton, R.E./McKersie, R.B.,

1965; Ouchi, W.G., 1980, pp. 129-141.
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Figure 2:
Source:

The presentation shows that the model comprises all findings simultaneously and the
comprehensive coordination of foreign subsidiaries is constituted in a differentiated
and more holistic way. Therefore, the model will be further developed and calibrated
in the pre-studies (1993-2000) before its final application in business practice. Then it
will be empirically and comprehensively applied in the 2004 study. Therefore the fol-

lowing model-hypothesis is drawn-up:

2" Model-Hypothesis: The theory of Internal Differentiation provides state-
ments for the coordination of individual subsidiaries. The developed model, as
shown in Figure 2, describes combinations of coordination mechanisms, which

can be applied to scientific case studies and in business practice.
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3.3.3 Critical Reflections on the Developed Model

The recommendations, which can be derived from the model of Internal Differentia-
tion, should not be considered without critical reflection. The empirical study is based
on the subjective evaluation of two managers of the respective company (key infor-

mant approach)®"

. This approach is in theory and in particular in practice very criti-
cal. Moreover, it only evaluates the relative differences between the individual sub-
sidiaries™”. In absolute terms it provides therefore only a limited assessment®”. Nev-
ertheless it provides clear guidelines for business practice and contributes to a better
understanding of the different environmental demands in multinational enterprises. It
thus provides a frame of orientation for the differentiated coordination of subsidiar-
fes®™.

The causality-problem of contingency theoretical approaches is also raised here (re-
fer to chapter 3.1.3.). Even when the If-Then-relationships are theoretically under-
pinned there is always the question of cause and observation. The authors’ however,
describe the different situations in terms of transaction costs. That makes the model
more solid since the transaction-cost model is theoretically sound. The question is as
well as to whether the underpinning of the portfolio with the two situational vari-
ables “level of resources” and “environmental complexity” is solid. The approach was
alright for the data-set used in that specific sample. However, it is not widely accepted

or proven again.

Still it is implied that all multinationals have to coordinate their subsidiaries by fol-
lowing the exact same model. How could multinationals gain competitive advantages
if there would be one model to follow to success? The fact is neglected that different
orientation models exist, such as ethno-, poly- and geocentric approaches, and/or dif-
ferent strategic orientations such as international, multi-domestic, global, and transna-
tional. The following approach will integrate these dimensions and therefore make the

theory more flexible.

291
292

Concerning the problems of the “key informant” approaches refer to Harzing, A.K., 1999, p. 183.

The authors do not measure with their questionnaire the absolute shape of the coordination instruments, but they make
a relative comparison between different countries. Refer to the questionnaire in the Appendix.

23 Cf. Ghoshal, S./Nohria, N., 1989, pp. 333-335.

24 Cf. Harzing, A.K., 1999, pp. 94-110.
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However, Ghoshal provides a more holistic model of coordination. He researched all
three coordination mechanisms simultaneously to provide the full picture of coordina-
tion. With that he is able to describe and incorporate the interactions and influences of
the coordination mechanisms among themselves. The problem of the key informant
approach is somewhat weakened since the author performed a broad and intensive
initial study with extensive interviews. Therefore, the broad sample and statistical

analysis is to prove the theory not create it.
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3.4  Differentiated Coordination on Group-level with the Theory
Requisite Complexity
3.4.1 Introduction and Discussion of the Theory

Nohria and Ghoshal (1997) not only dealt with the coordination of individual subsidi-
aries (Internal Differentiation) in their book Differentiated Networks. They also ex-
panded their findings in several aspects and brought them forward to the group-level.
The expanded approach of the ,,Requisite Complexity* assumes that traditional struc-
tural dimensions — such as product- and area-organization, functional and integrated
structures™” - are not sufficient anymore to the construction of a competitive struc-
ture. They rather consider the description of the parent-subsidiary-relationship in mul-

tinational enterprises as the adequate description of worldwide corporate structures®°.

The new concept is based on the theory of Internal Differentiation, and thus is
founded on the Global Integration — Local Responsiveness framework by Prahald and
Doz (1987). In the empirical study it could be proven that on a group-level multina-
tionals show different coordination patterns which depended on the two dimensions of

global integration and local adaptation.

Some enterprises only use one integrating coordination mechanism worldwide,
centralization, formalization, or normative integration. Other companies combine two
or three mechanisms for the worldwide coordination, and others use all three as domi-
nant coordination mechanisms simultaneously. And some multinationals differentiate
the use of coordination mechanisms depending on different environmental conditions

and the resource levels of their subsidiaries.

Using Lawrence and Lorsch’s (1967) dimensions of differentiation and integration to

describe the corporate and coordination structure, four different structural models

297

are developed. Each is assigned to a different environmental condition™". For the use

in case studies and business practice they will be depicted individually.

25 Cf. Stopford, J.M./Wells, L.T., 1972.
296 Nohria, N./Ghoshal, S., 1997, pp. 173-179.
27 Cf. Nohria, N./Ghoshal, S., 1997, pp. 173-179.
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3.4.2 Application of the Theory to the Entrepreneurial Practice

Guided by Ashby’s Principles®® the complexity of a corporate structure should cor-
respond with the complexity of the external environment. To transform this principle,
two new types of coordination structures are defined, which are derived from different

combinations of coordination mechanisms:

1) Structural Differentiation: The coordination mechanisms are coordinated in-
dividually for each subsidiary according the Internal Differentiation approach.
2) Structural Integration: At least one coordination mechanism is dominant,

and it has a worldwide integrating effect on all subsidiaries.

Appendix 14 provides a graphic depiction of the different possibilities. In the next
step, the various possibilities of combinations in defined types of coordination struc-
tures will be described. The approach is based again on the portfolio ,,national respon-
siveness versus global integration” describing a four-fields-portfolio, into which
multinationals can be categorized. Since these coordination-types are new they will be

explained individually®”.

In the first organizational structure ,,Ad Hoc Variation* no worldwide dominant in-
tegration mechanism exists. Decisions are neither centralized, nor is there a strong
basis of formalization or normative integration by shared values. The coordination
mechanisms are hardly differentiated between the subsidiaries. In general, there is a

lack of an organizational logic.

As to the ,,Structural Uniformity* the coordination mechanisms centralization, for-
malization, and socialization aren’t differentiated among subsidiaries as well. But
there is a dominant mechanism or a certain combination by which all subsidiaries are
coordinated worldwide on an equal basis. Through this there is a prominent global
integration. National differences faced by the subsidiary are hardly taken into consid-

eration. It is assumed that this corporate structure has been used in companies which

298 Refer also to the theory of cybernatics by Ashby, W.R., 1961.
9 Nobhria, N./Ghoshal, S., 1997, pp. 180-183.
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had to expand quickly to a worldwide level. Managers in the headquarters needed a

dominant coordination mechanism to make the worldwide expansion controllable.

In the third structure, the ,,Differentiated Fit*, the local environments of each sub-
sidiary are taken into consideration. Each relationship between headquarters and sub-
sidiary is unique, and the management processes in the enterprise are strongly differ-
entiated. The coordination mechanisms centralization, formalization, and socialization
are applied according to the specific needs and environmental conditions. However,
there is not one particular dominant and globally used coordination mechanism. A
worldwide integration mechanism is hardly needed because each subsidiary operates
in its own environment, and activities are not harmonized among affiliates in other
countries. The costs of such a complex and differentiated structure are necessary in

this environment to satisfy all needs and demands within the corporate network.

The development of a ,,Differentiated Network* is the ultimate organizational form.
The coordination mechanisms centralization, formalization, and normative integration
are differentiated according to the environment of each subsidiary. The company
adapts to each local environment. Additionally, a worldwide integrative coordination
mechanism exists, which in contrast to the other mechanisms is more prominent. This
allows a simultaneous global integration to coordinate activities uniformly on a

worldwide basis.

The overview in Appendix 15 portrays the four coordination types in a portfolio. The
four coordination types are now attributed to different environments. In doing so, the

1% To differentiate the different envi-

authors do not refer back to Perlmutter’s mode
ronments they use a new classification that is widely accepted in the literature of in-
ternational management. It distinguishes international, multi-domestic, global, and
transnational environments®’'. This classification again dates back to the framework
by Prahald and Doz (1987) who distinguish the two dimensions of global integration
and forces of national responsiveness. In this model the different environmental

situations are defined as follows (refer also to Appendix 17):

300 Perlmutter describes different orientations of multinational enterprises. The Scheme is not suitable to describe differ-

ent environments.
301 This classification relates back to Bartlett, C.A./Ghoshal, S., 1990, pp. 56-98.
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1) International environment: In this environment there is neither a need for
national responsiveness nor for global integration.

2) Multi-domestic or multinational environment®*?: The forces for national re-
sponsiveness to local markets are high. But there is no necessity to integrate
entrepreneurial activities globally.

3) Global environment: There is no need to adapt to local markets. The com-
petitive advantage is the global integration of the enterprise’s activities.

4) Transnational environment: In this market the corporation has to adapt to
the respective national markets, but it also has to integrate its entrepreneurial

activities globally as well.

This classification has to be distinguished from the one by Permutter, who described
ethno-, poly-, geo- and region-centric orientations, although it is often used synony-
mously in the literature by mistake®”. The integration of both concepts into one
framework has often been criticized®®. The various categories cannot be compared

305 The four clusters do not fit to each other and differ in details.

with each other
The optimal combination of the four environmental situations and the four different
coordination structures has been proven by the empirical analysis based on the suc-
cess of the subsidiaries. They are described as follows. In international environ-
ments, in which neither national responsiveness nor a global integration is required
multinationals have little advantages by implementing a systematic organizational de-
sign. The costs for differentiating and integrating coordination mechanisms can be
saved. Here the ad hoc coordination structure fits best. In multi-domestic environ-
ments, which demand adaptation to the local markets, the coordination mechanisms
should be adapted to the respective local environment. The administrative costs for a
differentiated organization can be avoided. However, enterprises should prevent the
additional implementation of a dominant coordination mechanism in addition to the
worldwide integration. This would unnecessarily increase the organizational complex-

ity. The optimal coordination structure therefore is the differentiated fit.

0 In the German literature, the term multinational environment here is not clearly distinguished from the term multina-

tional corporation. Harzing prefers the term multi-domestic, the translation of which into German is difficult.
Cf. Harzing, A.-K., 1999, p. 37, refer also to the respective footnote.

303 Cf. Sundaram, A.K./Black, J.S., 1992, pp. 729-757; Meffert, H., 1990, pp. 100-107.
304 Cf. Kutschker, M./Schmid, S., 2004, p. 301
305 Cf. Harzing, A.-K., 2000, pp. 101-120; Stiidlein,Y., 1997, pp. 204-211; Kutschker, M./Schmid, S., 2004, p. 301.
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In global environments cross-country networks create strong forces for global inte-
gration of the enterprise’s activities. Unified and integrative coordination structures
enable the company to correspond to global networks. In addition, the worldwide ap-
plication of a unified coordination mechanism is more economic than setting up a dif-
ferentiated structure. Therefore the structural uniformity is the optimal structure. In
transnational environments the enterprise has to adapt to national markets while it
has to integrate its activities globally at the same time. The coordination structure
needs differentiation, on the one hand, and global integration, on the other. The coor-
dination structure that fits best is the differentiated network. The enormous adminis-

trative effort, costs involved, and the complexity of the organization are unavoidable.

Fundamentally the four types of coordination structures and the four different envi-
ronments allow the definition of 16 combinations. The diagonal in Figure 3 repre-
sents the optimal structure-context combination (refer to Appendix 16). It has been
proven empirically that enterprises, which adapted their structures to the respective

environment, have been more successful than those with other enterprise structures.

Differentiated
Network

Structural
Uniformity

Fit

Differentiated

Corporate Structure on Group-Level

Ad hov
Variation

International Multi-domestic Global Transnational

Environment of the Worldwide Group

Diff: Differentiated use of coordination mechanisms
Int: Integrative use of coordination mechanisms

Figure 3: Coordination strategies according to the concept of the Requisite Complexity in rela-
tion to the environment of the group
Source: Launer, M., 2004a, p. 125, in accordance with Nohria, N./Ghoshal, S., 1997, p. 188
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The explanations show that the results present the coordination of foreign subsidiaries
differentiated and comprehensively. Therefore the model will be further adapted and
adjusted for its application in the case studies. Then it will be examined comprehen-
sively by means of an empirical study through the hypotheses. For that purpose the
following model-hypothesis is postulated:

3" Model-Hypothesis: The theory of Requisite Complexity provides statements
for the coordination on the group-level. The developed model — refer to Figure 3
— describes combinations of coordination mechanisms, which can be applied in

research case studies and in business practice.

3.4.3 Critical Reflections on the Developed Model

The advantage of this model is the more holistic description of the enterprise structure
as a combination of the procedural coordination mechanisms centralization, formal-
ization, and socialization, the different environments and the various local markets.
Therefore the concept is able to describe the worldwide structure of multinational en-
terprises. The comprehensive model of the Requisite Complexity provides a solid and
applicable theory for differentiated coordination. However, the causality problem of
contingency-theoretical approaches is raised again. Although the postulated state-
ments have been confirmed by means of successful subsidiaries they are of a pure de-
scriptive nature and only have limited power of prediction. The model has not been
studied in business practice. Another question is whether the model is not overdevel-

oped. It combines theories which themselves have to be looked at critically.

Despite these critical reflections the coordination mechanisms are considered differ-
entiated and comprehensively within the model. In addition, it melts the perspective
of the group with the needs of the individual subsidiaries. No other model could be
found, which describes coordination nearly as complex. It seems that further studies

of coordination processes will require a new paradigm.
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3.5  Differentiated Coordination of Individual Subsidiaries in the Theory of
the Transnational Solution

3.5.1 A New Paradigm in the Study of Coordination Mechanisms

Ghoshal not only developed the traditional and situational approaches further. To-
gether with Bartlett he created a new paradigm in describing coordination mecha-
nisms®”. The approach is theoretically based on the findings by Hedlund (1986), Pra-
halad/Doz (1987) and White/Poynter (1990)*"". In their new approach they also stud-
ied horizontal relations between subsidiaries. They consider multinationals as an in-
terdependent network organizations™® and move away from the pure headquarters'
perspective. In this model the subsidiaries are connected among each other and cen-
ters of decision making can even be located outside the headquarters, e.g. in regional

headquarters (refer to Appendix 2).

The model is part of the theory of the Transnational Solution, which in contrast to
existing models includes the possibility of realizing global efficiency and local
adaptability at the same time®”. As has been stated before, until now the fourth cluster
in the extended EPRG-Scheme, wherein global integration and local adaptation are
demanded simultaneously, did not allow the derivation of statements regarding coor-
dination’'’. The model of transnational enterprises explicitly demands flexible and
differentiated coordination mechanisms. Thus, three fundamentally new approaches

concerning the coordination of subsidiaries are presented:

306 See also Bartlett, C.A., 1981, pp. 121-145; 1982, pp. 20-32; 1983, pp. 138-146; 1992, pp. 271-276; 1990b,

pp. 138-146; 1992, pp. 124-132; 1997; 1989; 2000, pp. 132-142; 0.V., 1992b, pp. 271-276.

For a comprehensive explanation of the individual approaches refer to Bottcher, R., 1996, p. 77-81. See also Béuerle,

1./Schmid, S., 1994, pp. 991-993; Hedlund, G./Rolander, D., 1990, pp. 15-46.

The current literature about International Management clearly shows that the depiction of different network-models

by Bartlett, C.A./Ghoshal, S., 1986, pp. 87-94; 1987, pp. 49-59, b, 1989, 1990) has succeeded and been established

worldwide. Cf. Kutschker, M./Schmid, S., 2004, pp. 527-530.

309 Cf. Kutschker, M./Schmid, S., 2004, pp. 527-530.; Perlitz, M., 2000, p. 633.

310 Cf. Perlitz, M., 2000, pp. 633-635; Harzing, A.-K., 1999, pp. 104-106; Kutschker, M./Schmid, S., 2004, pp. 527-530
and numerous others.
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a) Coordination in Organizational Networks: The approach is based on differ-
ent configurations of network structures which originate from different inter-
nationalization strategies and historical developments®'".

b) Coordination of Flows between the organizational units: The coordination is
not derived from situational factors but rather from the flow of goods, infor-
mation, and resources among the organizational units of the enterprise®'>.

¢) Coordination of subsidiaries according to Specified Strategic Roles: In this

case coordination mechanisms are derived in relation to the flow of goods, in-

formation, and resources®".

However, the coordination models are not complete and difficult to understand.
Therefore, the models will be discussed more scientifically and transformed into the

study pattern used in this thesis uniformly.

3.5.2 Developing a New Coordination-Model Based on Different Network Con-
figurations on Group-Level

The first coordination approach in the theory of the transnational enterprise contains
only implicit statements regarding the three coordination mechanisms. Therefore, the
attempt is made to examine each of the alternative network configurations as to their
application of the coordination mechanisms. Each network model is shaped by its
special structural configuration, its administrative process, and its management men-

314 They are presented in ideal type of models, without having a broad empiri-

tality
cal basis. Statements concerning the coordination within the network models are

therefore of an ideal-type nature (refer also to Appendix 18).

Firs is the International Network-Model, which is also called Coordinated Federa-
tion, and was used especially by US enterprises during the 1950’s and 1960’s in their
internationalization process. Characteristically the subsidiaries were highly dependent

on the parent company as to the supply of products, processes, and new ideas’”. The

3t Cf. Bartlett, C.A./Ghoshal, S., 1990, pp. 73-98; Kutschker, M./Schmid, S., 2004, p. 290.

312 Cf. Bartlett, C.A./Ghoshal, S., 1990, pp. 216-221.

33 Cf. Bartlett, C.A./Ghoshal, S., 1990, pp. 138-146; Kutschker, M./Schmid, S., 2004, pp. 336-340.

314 Cf. Bartlett, C.A./Ghoshal, S., 1990, p. 73; Miller, D., 1992, pp. 159-178; Schliichtermann, J., 1999, pp. 49-71.
315 Cf. Kutschker, M./Schmid, S., 2004, p. 290.
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key ability of this network is the transfer of knowledge onto foreign markets’'®. A
high degree of coordination is required to control the worldwide and unified imple-
mentation of guidelines given to the dependent subsidiaries by the corporate head-

317 Therefore, decisions are centralized®'®. The coordination of the coordi-

quarters
nated federation is mainly secured by technocratic controls, which means via formal-
ization. Through formal planning and control systems management ensures a close
relationship between the parent company and its affiliates®'’. The normative integra-
tion of the local employees is of little importance. The management in the subsidiar-

ies is considered a satellite of the parent company~.

The Multi-domestic Network Model, also called Decentralized Federation, was
especially used by European enterprises in their internationalization efforts before the
world wars. The products and services of the company were differentiated in accor-
dance with the requirements of the local markets. Consequently, local know-how in
the subsidiary is high®*'. The degree of interaction of affiliates among each other in
decentralized federations is of little importance®**. Socialization is the key coordina-
tion mechanisms to normatively integrate the subsidiaries' top management by send-
ing expatriates from the parent company. The expatriates have to assure that the focus
of the affiliate is aligned with the headquarters' perspective. However, management is
generally recruited locally. Therefore the overall normative integration level is me-

323 Decisions are decentralized in the local entity®**. Historically, centralization

dium
of decisions was hardly possible with the existing technologies®. Control and coor-
dination of subsidiaries primarily takes place via the key personnel and its relationship
to the headquarters. Formalization is considered low as well. Basic financial controls

and target agreements were based on key data and financial ratios®*.

316 Cf. Bartlett, C.A./Ghoshal, S., 1990, pp. 74-75; Kutschker, M./Schmid, S., 2004, p. 290.

37 Cf. Bartlett, C.A./Ghoshal, S., 1990, p. 75.

318 Cf. Bartlett, C.A./Ghoshal, S., 1990, pp. 74-75; Kutschker, M./Schmid, S., 2004, p. 290.

319 Cf. Kutschker, M./Schmid, S., 2004, p. 290; Bartlett, C.A./Ghoshal, S., 1990, pp. 74-75.

320 Cf. Harzing, A.-K., 1999, p. 292, the other way round refer Bartlett, C.A./Ghoshal, S., 1990, pp. 74-75; Kutschker,
M./Schmid, S., 2004, p. 290.

2 Cf. Bartlett, C.A./Ghoshal, S., 1990, pp. 74-75.

2 This is derived from the opposite of the findings by Andersson, U./Forsgen, M., 1995, p. 73-85. Harzing, A.-K., 1999,
pp. 291-292 has confirmed this statement empirically.

323 Cf. Bartlett, C.A./Ghoshal, S., 1990, p. 73; Kutschker, M./Schmid, S., 2004, p. 290.

324 Cf. Hedlund, G., 1981, pp. 25-78.

32 Harzing, A.-K., 1999, S. 292 concludes that in cases of stronger interdependence among the subsidiaries and with the

parent company a stronger formalization and centralization follows. In contrast to this, the formalization and centrali-
zation in multinational organization models is low.
326 Cf. Bartlett, C.A./Ghoshal, S., 1990, p. 73; Kutschker, M./Schmid, S., 2004, p. 290.
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The Global Organization Model, also called Centralized Hub, was used by Japa-
nese enterprises in their internationalization in particular. The main ability of the net-
work is the worldwide integration of activities’”’. One competitive advantage is the
worldwide formalization through standardized structures, procedures, systems, and
resources’>". To carry-out the advantages of standardization, a strong centralization
of strategic competences takes place’”. The management of the parent company
considers its subsidiaries as channels for supplying the world market. The parent
company controls the implementation of decisions, the use of resources, and the flow
of information®. Based on these assumptions it can be concluded that the normative

integration of employees is rather low™ .

The fourth model is the Transnational Network is neither organized centrally nor
de-centrally®*”. It is an advanced network-configuration, in which all subsidiaries are
in relation among each other and each has a specified strategic role®*®. Hierarchic
structures are not prominent within the network™*. Decisions are increasingly made
within decentralized headquarters for a respective region® . Due to the increasing dy-
namic, heterogeneity and discontinuity in international environments, the parent com-
pany is not in the position to keep up its traditional leadership position. It can not
make all strategic decisions centrally anymore **°. Through high normative integra-
tion of the employees it is assured that all managers participating in the decision
process worldwide think and act the same way by sharing a mutual vision®’. The au-
thors hardly make any explicit statements regarding the degree of formalization.
However, they do mention that comprehensive information systems are necessary
which includes informal information-based relationships®®. Figure 4 summarized the

results graphically.

27 Cf. Bartlett, C.A./Ghoshal, S., 1990, p. 75; Kutschker, M./Schmid, S., 2004, p. 290.
328 Cf. Mascarenhas, B., 1984, pp. 91-106 and Macharzina, K., 1993, pp. 77-109.

2 Cf. Bartlett, C.A./Ghoshal, S., 1990, p. 75; Kutschker, M./Schmid, S., 2004, p. 290.
330 Cf. Garnier, G., 1982, pp. 893-908 and Welge, M.K., 1982b, pp. 810-833.

3 In the first publication it was assumed that the normative integration would be considered too high. This has been

corrected here. Cf. Launer, M., 2004a, p. 104.

332 Cf. Mahini, A., 1990, pp. 27-35; Bartlett, C.A., 1986, pp. 367-404; Bartlett, C.A./Ghoshal, S., 1990, pp. 81-98. Das
Konzept enthilt wesentliche Einfliisse von Perlmutter, 1969, pp. 9-18, 1972, pp. 53-66. Cf. Bartlett, C.A./Ghoshal, S.,
1990, p. 269, Footnote 1 to chapter 4.

33 Cf. Andersson, U./Forsgen, M., 1995, pp. 72-87. This has been empirically confirmed by Harzing, A.-K., 1999,
pp- 291-292.

334 Cf. Welge, M.K./Bbttcher, R., 1991, p. 444,

35 Cf. Willke, H., 1989, 63-96.

336 Cf. Bartlett, C.A./Ghoshal, S., 1987, p. 58 and White, R.E./Poynter, T.A., 1990, p. 99.

337 Cf. Hennart, J.-F., 1991, pp. 71-96 and 1993, pp. 157-181; Baliga, B.R./Jaeger, A.M., 1984, pp. 25-40: Mascarenhas,

B., 1984, pp. 91-106. Wolf, J., 1994, received a negative correlation between high interdependence of subsidiaries and
the situationalization, Nohria, N./Ghoshal, S., 1997, p. 106 In contrast others showed a high correlation.
338 Cf. Kieser, A./Kubicek, H., 1992, p. 291.
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Application of coordination mechanisms in various Network Models
Own depiction, Launer, M., 2004a, pp. 101-106

The model provides helpful suggestions for the analysis of foreign subsidiaries and
their coordination in the network-schemes on a group-level. The model differs from
the EPRG-Model presented earlier. It has a modified basis and is able to describe the
fourth transnational cluster. Therefore it will be methodically optimized and then em-

pirically studied in depth. Therefore the following model-hypothesis is derived:

4™ Model-Hypothesis: The network schemes contain statements concerning the
coordination of foreign subsidiaries on a group-level. The coordination model
developed - refer to Figure 4 — describes useful combinations of coordination
mechanisms, which can be applied to academic case studies and in practice.

Coordination processes, which are a burden to the headquarters where its know-how
and competency is limited, are increasingly decentralized. The transnational model
provides a variety of different, institutionalized and ad hoc applied mechanisms®*’.
However, the presented model does not yet clearly describe how that works. It will be

explained in the evolving new model by the authors.

339 Cf. Welge, M.K./Béttcher, R., 1991, p. 442; Bleicher, K., 1990, p. 11.
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3.5.3 Differentiated Coordination of Subsidiaries based on the Flows of Goods,

Information, and Resources

The increased need for coordination in multinational enterprises affords the transna-
tional model to open new paths. Besides the self-regulating mechanisms on the basis
of company internal markets, the controlled coordination is described via internal
flows of goods, resources, and information**’. Formal policies and systems are sug-
gested for the coordination of the flow of goods. Once established, they can be carried
out by lower management levels. The flow of goods is rather constant and can be
planned well ahead. Thus, it is ideally suited for formalization whereas the flow of
financial, human, and technical resources is considered more difficult. The allocation
of limited resources is the most strategic task of the headquarters and thus it is a clear
case for centralization. However, the most difficult task is the control of the extensive
flow of information and product know-how. This is the essential flow for the func-
tioning of the transnational organization. Due to its variety and complexity the flow of
knowledge via formalized or standardized procedures is not possible. There is only
one way to assure that non-central knowledge will be used for the welfare of the com-
pany: Local managers must be socialized with the objectives and values of the enter-
prise, and they must be made sensitive towards the needs and abilities of other

units**'. Appendix 18 shows the model graphically***.

The model is unusual and new, but not empirically proven. It rather seems to be de-
rived deductively from a rather small number of observations. The construct of the
“flows” is insufficiently defined and theoretically not solid. They look like observa-
tions from business practice, but do not yet lead to a confirmed theory. The authors
themselves criticize the normative model: the recommendations for implementation
are just not adequate in every situation. Simple flows of goods can also be controlled
centrally, and routine information can be dealt with in a formalized way.. Therefore, it
stays relatively open how in theory and practice the model should be applied. The au-
thors use this scheme to describe the coordination process for decentralized subsidiar-

ies with specified strategic roles within the group (see graphics in Appendix 19).

340 Cf. Bartlett, C.A./Ghoshal, S., 1990, p. 215 and 2002, p. 195; Schmid, S./Schurig, A./Kutschker, M., 2000, pp. 45-72.
34l Cf. Bartlett, C.A./Ghoshal, S., 1990, pp. 216-221; Hamann, H., 2003.
342 Refer also to Launer, M., 2004a, pp. 107-109.
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3.5.4 Developing a New Coordination Model Based on Specified Strategic Roles

for Subsidiaries

The role model led to a change of perspective in the literature concerning Interna-
tional Management™*. The subsidiary became the center of interest, it can act as a re-
gional headquarters™, center of excellence®®, and it can be classified individually.
Already the transfer of a strategic role itself can be considered as a coordinative func-
tion in the widest sense. But this function will not be pursued further here. The at-
tempt is rather to derive the coordination of individual subsidiaries by the three coor-
dination mechanisms as uniformly done in this thesis. In a broad study published
separately several role models were researched to the extend of their description on
coordination issues. The model embedded in the theory of the transnational corpora-
tion seemed to be the only role model describing the three coordination mechanisms.
On the basis of the two independent context factors “strategic importance of local
markets” and the “resource level of subsidiaries” the authors lay out another portfo-
lio**. They derive from it four main directions to assign strategic roles and compe-
tences to subsidiaries®*’. The attempt is made here to derive recommendations from

the implicit statements to describe the differentiated coordination of subsidiaries.

First, the role of Strategic Leadership is assigned to subsidiaries with a high re-
source level in a strategically important market. The affiliate has strong strategic ca-
pabilities and should therefore take over an independent strategic leadership role
within the group. Thus, it strongly participates in the company internal flow of infor-
mation, which should be controlled via mutual social processes. The authors see the
normative integration as the dominant coordination mechanism**. These subsidiaries
have a tendency towards autonomy. If the headquarters wants to coordinate activities
more closely potential conflict situations arise. The centralization of decision there-
fore is the most unsuitable coordination mechanism. Due to its size the affiliate tends
to be strongly involved in the flow of goods. As mentioned before, goods should be

coordinated impersonally and via formal procedures and systems.

343 Cf. Schmid, S./Biuerle, I./Kutschker, M., 1998; Rank, O.N., 2000; Kutschker, M./Schmid, S., 2004, p. 352.

h Cf. Gerybadze, A., 1998, pp. 239-269; Gerybadze, A./Reger, G., 1998, pp. 183-217; Gerybadze, A., 1999,
pp. 114-116 and Schuh, A., 1999, pp. 73-98; Schmid, S., 2003 and 2002, pp. 16-18.

s Cf. Schurig, A., 2001.

346 Cf. Jarillo, J.C./Martinez, J.1., 1990, p. 503.

347 Refer also to the summary by Welge, M.K., 1990, p. 8.

8 Cf. Bartlett, C.A./Ghoshal, S., 1990, p. 219 and 2002, p. 199.
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The role of the Contributor or Strategic Support is assigned to subsidiaries active
in small and insignificant markets, but contributing special capacities or surplus-
capacity within the network. These affiliates are of great importance for the flow of
resources within the enterprise. Therefore the activities of these units are coordinated
centrally as far as possible®”®. Because the enterprise operates in a market that is stra-
tegically unimportant their contribution to the information flow is rather irrelevant for
other units of the group. Therefore the normative integration is considered on medium
level. The authors do not mention the degree of formalization separately. But due to
the existence of a dominant coordination mechanism (centralization) and the medium
normative integration of employees through the contributing role, formal procedures

and systems are almost not needed (reverse conclusion).

The role of the Strategic Implementation, or Executing Role, can be delegated to a
subsidiary located in an unimportant market, which has just enough resources to carry
out and maintain its own businesses. The affiliates with executing roles cannot con-
tribute to the flow of information (thus a low degree of socialization results) and they
are not involved in the flow of resources (central coordination is not necessary). The
affiliates are highly dependent on the flow of goods from other subsidiaries and from

the headquarters, and therefore they are rather formally coordinated®’.

The fourth role is called the Black Hole. The term is used for subsidiaries that face a
non acceptable situation within a strategically important market. The subsidiary has
too low resource levels to be a player within the important market. However, the af-
filiate accumulates strategically critical information of the important market which are
of importance to the whole enterprise. Therefore the flow of information has to be
carefully coordinated and the employees of the subsidiary have to be integrated nor-
matively. But the affiliate needs additional resources in order to represent itself ade-
quately in the strategically important market. The parent company, however, controls
this flow of resources through centralization. Formalization in this situation is rather

inadequate due to the dynamism. Figure 5 summarizes the result graphically.

349 Cf. Bartlett, C.A./Ghoshal, S., 1990, p. 219 and 2002, p. 199.
30 Cf. Bartlett, C.A./Ghoshal, S., 1990, pp. 218-219 and 2002, pp. 198-200.
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Figure 5: The derivation of coordination strategies based on Specified Strategic Roles for
subsidiaries.
Source: Own depiction, Launer, M., 2004a, p. 113

Based on the company-internal flow of resources, information, and goods a new coor-
dination model could be derived by defining strategic roles for subsidiaries. It will
therefore be methodically advanced for business use and then studied empirically in

this thesis. The following model-hypothesis is derived for this purpose:

5" Model-Hypothesis: On the basis of company-internal flows of resources, in-
formation, and goods statements for the differentiated coordination of subsidiar-
ies can be derived by assigning Specified Strategic Roles. The coordination model
developed — refer to Figure 5 — describes combinations of coordination mecha-

nisms which can be applied in scientific case studies and in business practice.
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3.5.5 Critical Reflections on the New Models

The study of network structures in multinational enterprises, and the building of a
solid theoretical foundation is one of the central areas of research at this time. How-
ever, the presented network concept still has numerous conceptual weaknesses. The
terminology is still too simple and the operationalization of the relationships among
subsidiaries is not sufficient yet’>'. Furthermore, theoretical arguments and normative
statements are mixed up with observations found in individual enterprises®>>. All pre-
sented network models show a strong ideal-type and normative character. In theory
and practice they make the transition difficult from a hierarchical and decentralized

organization model towards the presented network models®™.

The theoretical concept of Specified Strategic Roles represents a rough and purely
descriptive description of subsidiaries. It has been derived from the practice of nine
successful enterprises, but it has not been empirically verified satisfactorily. The study
by Jarillo and Martinez (1990) shows, however, that the implementation of the con-
cept is useful for business practice. It can lead to a new perspective, from which con-
sequences for the management of the parent-affiliate-relationship can be derived™”.
Other role model theories might better fit the needs to describe the roles of subsidiar-

ies more precisely but they don’t research the three coordination mechanisms.

The model presented as well as other models providing a typology of subsidiaries
seem to be subject to a certain degree of arbitrariness. This results from the lack of
theoretical arguments why certain dimensions have been introduced for the descrip-
tion of the role model. All role models lack an explicit organization theoretical foun-
dation for the selection of the descriptive dimensions. Moreover, the models reduce
the role concept to being strongly dependent on the situational dimensions. Therefore
it is questionable whether the models are at all suitable for the use in practice and

whether recommendations for action could be derived from them.

31 Cf. Engelhard, J./Dihn, M., 1994, p. 257; Nedden, C., 1994, p. 194.

2 Cf. Glaum, M., 1996, p. 115.
353 Cf. Buckley, P.J., 1996, p. 29; Malnight, T.W., 1996, pp. 43-65; Leong, S./Tan, C.T., 1993, pp. 449-464.
34 Cf. Jarillo, J.C./Martinez, J.1., 1990, p. 507.
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4. Research Design and Methodology

4.1 International Research-Approach

Having derived the hypotheses from various modified theories, the research design
will now be introduced how the thesis was conducted. In this regard methods are
meant as the research method of the thesis and therefore need to be distinguished from
the method or analysis-instrument developed within the thesis. This is important be-
cause the method of analyzing the companies has changed during the research phase
and adjusted several times as it was the purpose of the thesis to develop a pragmatic
tool. However, the method of the scientific research of the thesis was kept strictly

consistent.

In summary, it has made to be clear that a large part of the theories are built on situ-
ational or contingency approaches. They are based on the assumption that the decision
makers of the enterprise are aware of the different environments and the specific
situations of the particular subsidiaries and that they take these facts into considera-

335 The situational factors of this thesis are the

tion in their decision making process
“resource level of the subsidiary”, the “environmental complexity”, and the “strategic
importance of local markets™>®. All three factors are researched in depth and build a
solid base for the development of a pragmatic analysis-instrument. In doing so it is
assumed that decisions are made according to the same pattern in all countries and all
enterprises’ . The causality problem of the contingency models has been discussed
already in the previous chapter. However, it needs to be mentioned that the problem
of single contingency models may lead to a systematic problem in management the-

ory. Most of the research conducted in this field is based on this approach. There are

very limited other approaches used to give the scientific research base more variety.

The earlier mentioned ,,culture-free thesis® is used as a basis®*®. Culture free in this
regard is meant in the way that the developed model should be applicable in compa-

nies of other home countries other than Germany as well. By analyzing German Mul-

355

In contrast to this method also the ,,Strategic Choice* approach exists. Cf. Child, J., 1972, pp. 1-22. See also Nasif,
E.G./Al-Diai, H./Ebrahimi, B./Thiboeaux, M.S., 1991, pp. 79-91

A comprehensive depiction, the method and the problems of situational approaches can be found at Kieser,
A./Kubicek, H., 1992, pp. 45-66.

356

357 Cf. Burns, T./Stalker, G.M., 1961, pp. 22-45; Lawrence, J.W./Lorsch, P.R., 1967b, pp. 25-66. As to the critique of the
situational approach refer to Miller, D., 1981, pp. 1-26.
358 Cf. Harbisons, F./Myers, C.A., 1959, pp. 11-45. This thesis follows the approach by Hickson, D.J., et al, 1974, p. 74.
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tinationals, however, a cultural influence has to be assumed. But since the underlying
theories are based on international research it will be assumed that the cultural influ-
ence on the analysis-instrument is minimal. The results by company can be aggre-

gated interpreted in general for German Multinationals.

Nevertheless, each international research study contains implicit cultural elements.
The cultural and mental background of the author is Germany although at the time of
writing this thesis he lived in the USA®*’. But still the study has not been made in a
parochial style — which means from the perspective of an ivory tower. Plenty of inter-
views were conducted within Europe and the USA as well additional interviews were
held on international conferences with managers from Asia and Australia. The thesis
has been prepared by one single person instead of an international research team. It
cannot be avoided that a German perspective could have sneaked in, which is not nec-
essarily “culture-free” and transferable internationally. However, it has been avoided
to allow an ethnocentric research approach, which prefers the own culture over others.
The author conducted numerous international interviews and the questionnaire derives
from an international cooperation of an US citizen and an Indian living in France. The
thesis has been written in the United States, and was under the supervision of Prof.
Saat in Estonia®®. This academic study has not been conducted from any particular
point of view or bias and should be applicable in the international management prac-

tice.

4.2 Methods of Analysis in Intensive Case Studies

The nature of a practical oriented thesis is that it cannot be based on a broad mass in-
quiry. Therefore no random samples were taken from a broad and comprehensive

1
361 The research

universe. The concentration has been on a few in depth case studies
of the underlying theories and the intensive case studies has been worked on with a

multi-level procedure.

Concerning problems of parochial studies (church tower perspective) refer to Adler, N.J., 1983, pp. 29-47.
Concerning the problem of inter-cultural research refer to Adler, N.J., 1983, pp. 29-47 and 1984, pp. 31-67;
Rosenzweig, P.M., 1994, pp. 28-39; Singh, J., 1995, pp. 597-620.

36l See also the study of Bartlett, C.A./Ghoshal, S., 1990, pp. 30, which is based on intensive case studies as well.
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The first step was the review of present and broadly used theories. It showed that not
all theories and concepts used in regard to coordination actually really describe coor-
dination. The results of the selection process was published beforehand and discussed
with various researchers. It proved to be right to pre-select the key theories. These

theories were described in the previous section briefly.

After that the multinationals selected for this thesis were evaluated on the basis of
public and company internal documents. The current situation was recorded in written
form to assure that based on information available prior to the actual measuring was
fixed. Based on this descriptions case specific hypotheses were derived. These case
specific hypotheses were important to test the developed analysis-instruments. Each

measurement had to match the former company description.

Finally between 2 and 9 key managers were interviewed in written form by standard-
ized questionnaire which will be discussed in detail in the following. The results of
this initial study have been analyzed and prepared graphically in presentations. A
business oriented analysis was given priority to assure that the results were usable in
actuality. Accordingly, complex scientific procedures were excluded, e.g. multivari-
ate statistic methods. The method of analysis has been modified in an iterative process
until the results corresponded with the reality, and the case specific hypotheses could

be confirmed.

When the measurement results will match the former description based on the tested
hypothesis’ the underlying theory must be accurate and the method of measuring as
well. In case there will be a gap between the former description and the actual meas-
urement the reason needs to be researched in great detail and discussed with the man-

agers. There are two possible results:

a) In case the former description is alright and the measurement is not accurate
than the method needs to be reviewed. In discussion with the managers the
cause for the difference will be explored. The method than will be adjusted as
long as the measurement result varies from reality (the results will afterwards

be tested again in the follow-up study).
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b) In case the research and additional interviews proves that the description is
wrong the hypothesis need to be dismissed. It will then be tested whether the
own measurement is right and better describes the company’s situation. If the
measurement proves to be a good result and the managers accept the result

than the method must have been right.

With this approach the methods derived from the underlying theories will be changed
and adapted according to the needs in practice. This approach is basically an iterative
process. The analysis-instrument will be adjusted as long as it does not describe the

reality properly. However, the underlying theory will never be changed.

The analyzed results will be discussed in numerous interviews with managers from
the respective enterprises. The purpose is to check through interviews whether the
scientific results gained correspond with the reality in the particular case, whether the
managers accept these results and whether they consider the derived recommenda-
tions as useful. In addition it will be tested whether they can understand the underly-
ing theories. The opinions and suggestions of these managers will be absorbed into
the thesis to a considerable extent, and influence it significantly. To assure the correct
methodical procedure and for the generation of valuable scientific results and an ob-

jective interpretation, frequent interaction with other researchers will take place’®.

The results of the initial study therefore will not prove that the developed method is
accurate since it was adapted to the given situation. A second study will be necessary
to test the developed analysis-instrument independently. This study was made in 2004
and will prove the accuracy of the developed model by again testing newly estab-
lished case specific hypothesis. The results will be summarized at the end. However,
theoretically the analysis instruments that failed could be further adjusted and tested
again. This will not be done to avoid that the result is not based on the underlying the-

ory anymore.

362 Concerning the methods of science refer to Chalmers, AF., 2001, p. 140 and p. 150.
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The result of each research step has been summarized in comprehensive scientific
publications and was discussed with various experts. That will make sure that the de-
veloped method is accurate but not adjusted to a single case study. In the initial study
the coordination of each individual subsidiary has been described and analyzed pre-
cisely in great detail and observed over several years. This is important to accurately
examine the present the given situation and adjust the analysis-instrument accord-
ingly. In addition, for each individual subsidiary a recommendation for an alternative

coordination method was discussed and taken into account.

In addition, a ten year development study will be made as well comparing the results
of the initial study with the follow-up study. The results however are not necessarily
representative for all German Multinationals but give a good overview of the major
trends. This thesis can summarize the most essential results only. The advantage is

that it displays them in an internationally comparable manner.

4.3 Online Mail Survey by Questionnaire

The questionnaire used was closely based on existing research approaches in order to
assure an international comparability’®. It builds on the research project by the pro-
fessors Bartlett, Ghoshal, and Nohria from the 1980’s who used the same question-
naire for developing their theories. The research approach is still considered the most
promising approach, the only almost holistic analysis method, and theoretically the
most solid®**.  Accordingly, the first results of the case study 1993 - 2000 have been
very successful’®. The research design was therefore also kept the same for the 2004
study, thus assuring the comparability. However the theory of Perlmutter was not
based on questionnaires. Therefore the result of this thesis can not prove or dismiss
his theory. Rather it shows if the research design used in this thesis can be used to ap-
ply the theory in practice. The same holds true for the Situational Approaches. Other

questionnaire techniques might come to other results than shown in this thesis.

363 Concerning the external influences on questionnaires refer to Diamantopoulos, A./Schlegelmilch, B.B./Webb, L.,

1991, pp. 327-339.
364 Cf. Nohria, N./Ghoshal, S., 1997, pp. 16-18.
365 Cf. Launer, M., 1993b, 1994, 1997 and 2000.
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Since the previous studies of the above mentioned professors were conducted interna-
tionally in English, the questionnaires had to be translated into German. The inter-
views have been conducted exclusively in Germany and thus no cultural and linguistic
barriers occurred. The assumption is that all interviewees belonged to the same cul-
ture and spoke the same language, so they did not need a translation and clearly un-
derstood the topic and the questions of the questionnaire. Additionally they all had an
academic education and thus were familiar with empirical interviews’®’. The author
optimized the original questionnaire to the needs of intensive case studies. Since in
each company several managers had to be interviewed, the questionnaire had to be
shortened to the essentials to avoid upsetting the managers with an unnecessary

lengthy questionnaire.

All constructs and variables in the questionnaire were made operational with separate
questions. Each question then had to be answered for each country in which the enter-
prise operated subsidiaries. Thus, on average 10 questions multiplied by 15 countries
resulted in 150 questions in total (refer to questionnaire in the Appendix)*®’. As in the
original questionnaire each answer was measured with a 5-point Likert-scale, which
is considered sufficient for these kinds of analyses. A 7-point-scale was not usable
since the results needed to be discussed with managers and approved by them. In a
more theoretical study it could have led to a more precise result but in practice the

managers wouldn’t have been able to approve these precise measurements.

This raises the question whether the scale should have been downsized to a 3-point
scale. This would have made it even easier to discuss the results in practice. However,
the use of only three questionnaires in average combined with the rough measurement
by three different categories would have made it impossible to separate the subsidiar-
ies among each other. Especially graphically in portfolio charts most of the subsidiar-
ies would have been positioned on one spot. This would have been implied that the
subsidiaries on one sport face exactly the same environment or internal situation. The
slight differences based on the 5 point-scale was broadly accepted and only in minor

cases the managers’ criticized the graphics.

366 Concerning the interviewed with different education and background refer to Punnett, B.J./Shenkar, O., 1994,

pp. 39-55.
367 Cf. Nohria, N./Ghoshal, S., 1997, p. 16. Refer also to Martinez, J.L./Jarillo, J.C., 1991, pp. 429-444.
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Therefore, the questionnaire is scientifically anchored and at the same time suitable
for business practice. It had been tested before internationally3 %8. however, for a busi-

ness oriented thesis it was checked once again through a pilot study (Bosch EW).

4.4  Data Sampling and Pilot study

Empirical studies in organizational theory or coordination research usually use the so-
called ,,key-informant-approach**® for the collection of data. Therefore, in broad
empirical studies only one single questionnaire per company is assumed in gaining
certain knowledge about the company’s situation. For intensive-case-studies this pro-
cedure cannot be used. To draw a picture of an enterprise as close to reality as possi-
ble several answers are needed and an average must be calculated. In the course of the
study it became obvious that questionnaires from the same enterprises were different
indeed. Therefore the author used at least three questionnaires per enterprise, and in
one exception only two. Figure 6 shows the number of questionnaires used in each
company. The response rate was 100 %, while some of the interviewees were re-

minded to return the questionnaire. Since the response rate from board members is

usually low, only managers from the second leadership level were interviewed®”’.
Bosch EW 1993 n=9
Hoechst 1994 n=2
SGL Carbon 1997 n=3
Philipp Holzmann 2000 n=3
Bosch EW 2004 n=3
SGL Carbon 2004 n=3
Celanese 2004 n=3
Figure 6: The interviewed enterprises in an overview

For the pre-studies from 1993 to 2000 the questionnaires were delivered by the com-
pany internal postal service or handed over personally. For the current study in 2004
the internet was used and the questionnaires were sent by e-mail. The response rate

was 100 % as well.

368 Cf. Nohria, N./Ghoshal, S., 1997, pp. 16-17
36 Cf. Philips, L.W., 1981, pp. 395-415.
370 Cf. Shipchandler, Z.E./Terpstra, V. Shaheen, D., 1994, pp. 181-199 and Harzing, A.-K., 1999, p. 206.
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The case study of Bosch EW from 1993, the first of seven studies in total, served as a
pilot study. Therefore this study was designed broadly with the largest participation
(n=9). The results of these case studies were discussed intensively with academic re-
searchers, management consultants, and with managers from Bosch EW. Through the
pilot study it could be assured that all interviewees had understood the questionnaire
and that the result was consistent. By analyzing the pilot study, however, the results
weren’t convincing yet. By discussing it with the key managers of Bosch EW, they
did not find that the results were acceptable, too. It appeared that the analysis could
not be done with the original methods provided by the theories. The analysis methods
had to be adapted to the use in entrepreneurial practice. Therefore the data set from
the years 1993 — 2000 was used for the development of a business oriented, pragmatic

analysis approach.
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5. Empirical Analysis from 1993 — 2000 for the Development of Business-
oriented Analysis Methods
5.1  Adaptation of the Theories to an Pragmatic Approach

The theoretical basis developed in chapter 3 could not directly be applied to the pilot
study with Bosch EW successfully. Therefore, the historical data set of the four com-
panies Bosch EW (1993), Hoechst (1994), SGL Carbon (1997), and Philipp
Holzmann (2000) were used as an initial study. The first run of the data with the
methods based on the original theories showed for all four companies that the meth-
ods could not be applied to case studies and analyses in business practice. The models
based on the original theories were too abstract. The procedures were not defined, the
allocation of subsidiaries to the respective cluster wasn’t clear, and there was a lack of
experience in interpreting the results’’'. Moreover, the managers neither accepted the
results nor the deviated recommendations. Therefore the author has developed a
pragmatic and application-oriented method for each theory for the use in individual

scientific case studies

. The theory behind these modified methods stayed the same
just the application had to be adapted. In an iterative manner, the methods were
adapted as long as the managers were satisfied with the results. The assumption was,
if the theory is correct for successful companies than successful companies must be in
line with the theory as well. By comparing the theoretical results with the opinions of

the interviewed managers, the methods could be adapted and tested in reality. First

method was the oldest one, the EPRG-theory.

5.1.1 The Adaptation of the New EPRG-Approach

For the analysis of the coordination on a group-level by using the EPRG-scheme, first
the measurement of the coordination mechanisms had to be evaluated (refer to Ap-
pendix 11 and 12). For this purpose the evaluation criteria had to be defined and
tested whether it fit to the reality. The measurements of each coordination mechanism
were on a continuum from 1 to 5. The theory distinguishes between high, middle, and
low value. Therefore the mechanisms were simply categorized in three equal sections.

On the 5-point Likert-scale low coordination intensity was first assumed between 1

3 Cf. Nohria, N./Ghoshal, S., 1997, p. 129 and Harzing, A.-K., 1999, p. 371.
n The handbook of Bartlett and Ghoshal was only of little help. Cf. Bartlett, C.A./Ghoshal, S., 2002, pp. 306-348.

81



and 3, medium between 2 and 4, and high between 3 and 5. However, the results in all
four cases did not line up with the experience in reality. Therefore, the categories
were changed and tested again. The categories were now for a low case between 1.0
and 2.3, a medium level between 2.4 and 3.6, and a high level between 3.7 and 5.0.°7.
The results now fit much better to the experience of the managers which will be

shown in detail for each case study in the next chapter.

Since centralization was measured through the degree of autonomy, the figures are to
be seen inversely (instead of the high centralization from 3.7 — 5.0 the autonomy is
low between 1.0 — 2.3 etc.). For the measurement, average parameters were calculated
for each enterprise on a group-level for each coordination mechanism. For the three
mechanisms the data for all countries were summarized in one average figure each.
The region-centric approach could not be described. In this cluster, the coordination
mechanisms are differentiated for each region. An average figure on a group-level

cannot evaluate this situation. The following Figure shows the developed classifica-

tion.
Autonomy Formalization Socialization
Ethnocentric 1.0 23 1.0 2.3 1.0 2.3
Polycentric 3.7 5.0 24 3.6 1.0 2.3
Geocentric 24 37 3.7 5.0 3.7 5.0
Regio-centric ? ? ? ? ? ?
Figure 7: The pragmatic measuring of the coordination mechanisms in the EPRG-Scheme
Source: Own depiction

In pre-studies with Bosch EW (1993), Hoechst (1994), SGL Carbon (1997) and
Philipp Holzmann (2000) the modified model was tested several times in practical
applications and first rule-of-thumbs were obtained. The detailed results were pub-
lished a separate publication, but a summary will be provided in the next chapter’’”.

Beforehand the additional methods and their adaptations are presented.

B Cf. Nohria, N./Ghoshal, S., 1997, p. 129 and Harzing, A.-K., 1999, p. 371
374 Cf. Launer, M., 2004c.
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5.1.2 Correlation Analysis for the Situational Approach

The second step of the analysis was the measuring of each individual subsidiary. For
that, a correlation analysis was performed. Based on the theoretical findings, the cor-
relations for the two situational factors were calculated statistically. The situational
variables are the “environmental complexity” and the “resource level of the subsidi-
ary”. The correlation analysis was performed for each single company and on an ag-
gregated overall level of the initial study (and later for the main-study). Each individ-
ual company analysis was replenished graphically and analyzed separately. In doing
so the attempt was made to find out international coordination patterns and to analyze

country groups’ to gain a deeper understanding about the different coordination type.

The statistical results weren’t that significant and the managers did not find them-
selves in the findings. However, there was no choice to modify the theory. The
method is a statistical process and it either correlates or not. Adaptations were not

possible. The advanced method Internal Differentiation will be discussed in detail.

5.1.3 The Adaptation of the Advanced Theory Internal Differentiation

The third analysis is the more holistic study of the coordination mechanisms for each
subsidiary individually without the use of statistical programs. Each affiliate was
measured separately and compared to the four clusters of the theory. But the new
approach is not only clustering the affiliates by the situational variables “environ-
mental complexity” and the “resource level of the subsidiary” into four categories. In
addition, the theory evaluates the use of coordination mechanisms in combination
with each other and considers the transaction costs by using them. Therefore, the port-
folio of the Internal Differentiation was used to analyze individual subsidiaries. It ap-
peared that the model could not be used in individual case studies without adaptations.
First, the results were not convincing at all. The first problem was the classification
of the subsidiaries into the portfolio. Affiliates that were assessed with 3 on the scale
of the questionnaire were placed directly on a cluster-border and thus could not be

clearly classified. In statistical studies the affiliate would have been eliminated®””.

3 Cf. Nohria, N./Ghoshal, S., 1997, p. 107.
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But in practice this is impossible because each affiliate has to be evaluated and allo-
cated. At the same time the problem of rigid borders between two clusters occurred
in the evaluation (refer to Appendix 13). The normative integration, for example, is in
situations of low environmental complexity low (measurement 1 to 3), and in case of
high complexity it is high (measurement 3 to 5). Affiliates located close to this border
could not be measured accurately because of this either-or-choice. Subsidiaries close
the border showed a medium level of normative integration around 3, sometimes a
higher, sometimes a lower. Therefore a medium or middle field with the measure-
ments 2.4 — 3.6 was introduced. The evaluation of low normative integration was
adapted to 1.0 to 2.3 and a high normative integration from 3.7 to 5.0. By extending
the evaluation from a two cluster to a three cluster evaluation the measurement was
smoothened and more linear throughout the scale. The results improved dramatically.
Theoretically this is correct, because the two variables are on a continuum. The
evaluation with transaction costs is correct as well. The costs for the use of coordina-
tion mechanisms can be adjusted on a linear continuum. Figure 8 shows the modifica-

tion graphically at Hoechst Chemicals (1994).
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Figure 8: The expanded and modified portfolio Internal Differentiation
Source: Own depiction, Launer, M., 2004¢
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A similar problem occurred in the case of low environmental complexity between the
two clusters hierarchy and federation. The two mechanisms centralization and formal-
ization spring from high to low when crossing the rigid border. Here too, a medium
field was introduced and a two step evaluation enlarged to a three step evaluation.
Through these medium fields the problem of sharp transitions and the problem of

classifying affiliates into the clusters could be solved.

Each coordination mechanism of each affiliate was measured individually and com-
pared with the demands of the theory. The outcome of this was Fits and Misfits in
relation to the theoretical requirements. Even with the advanced method the number
of Misfits was very high and it appeared as if the theory would still not be applicable.
The managers were surprised about the numerous problem situations although busi-
ness in these areas ran smoothly. Even the introduction of medium fields (refer to

Figure 8) did not improve the result satisfactorily.

Another control step to analyze the individual answers in the questionnaire showed
that only one cross that moved by one point on the scale in questionnaire could lead to
a Misfit in the result. While in the scientific and statistic-based analysis results are
slightly diluted because of this or may become less significant an adequate solution
for the use in business practice had to be found. Therefore a Tolerance Measure was
introduced. In case a Misfit occurred, the individual answer was checked as to
whether one single deviating answer in comparison to the other answers had been de-
cisive for that. If that was the case the slight deviation was tolerated and counted as a
Fit instead. With this procedure in place, the situation in the individual affiliates re-
flected the reality much better. The results on this new basis was tested for each sub-
sidiary and discussed with the managers, who approved the new advanced method. It
appeared that now the results were much better and the recommendations to the man-

agers were more realistically.

The single results of the three coordination mechanisms were then aggregated for
each subsidiary. From this either a Fit to the theory resulted, or 1, 2 or 3 Misfits
could occur. The results of the individual subsidiaries were then summarized in
charts. The interviewed managers considered this overview as very helpful. Figure 9

shows the result graphically using Hoechst (1997) as an example.
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Now the data set per company could be analyzed in more depth by the total number of
Misfits per company, by different Cluster or by coordination mechanisms. However,
the negative example of Philipp Holzmann showed that the over all result did not dif-
fer distinctively from other companies in comparison, although the company is insol-
vent today and grave coordination errors occurred. Therefore a new measure — the
Difference Measure — was introduced. It measures the quantitative distance of the
deviation of each Misfit between the measured value and the border-value of the as-
sociated clusters. In this way, absolute deviations as well as average deviations were
measured. While the result is of limited help for a single enterprise it is suitable for
comparison between two and more companies. Because two companies with the same
number of Fits and Misfits to the theory could vary significantly in their deviation per
Misfit. The end result of the Internal Differentiation analysis was then used as a basis

for the advanced analysis Requisite Complexity.

By modifying the method, the original underlying theory was not changed. Especially
this result proved that a pragmatic method had to be developed to use the theory in

entrepreneurial practice.
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5.1.4 The Adaptation of the Advanced Theory Requisite Complexity

The fourth analysis step, the application of the theory of the Requisite Complexity at
the group-level is largely based on the results of the findings based on the theory In-
ternal Differentiation. However, the results cannot be taken over without further
methodogical steps. The decision had to be made for each enterprise whether it differ-
entiates the coordination mechanism or whether a dominant and worldwide integrat-

ing mechanism was given (refer to Appendix 14).

The differentiating or integrating coordination pattern now hat to be clustered to the
four categories (refer to Appendix 15). In the case of a differentiated use of the coor-
dination mechanism an evaluation had to be made to decide when an enterprise im-
plemented the coordination mechanisms differentiated according to the theory Inter-
nal Differentiation (cluster Differentiated Fit) or without a system (cluster Ad Hoc
Variation). The theory, however, did not provide any help for this’’®. Since other
similar theories did not provide any help, data from the initial study had to be col-
lected and a rule-of-thumb to be developed by experience. By analyzing the pre-
studies from 1993-2000 and using Philipp Holzmann as a negative example to distin-

guish the measurements, an advanced method could be developed.

The results were than transferred into the 16-field portfolio of the Requisite Com-
plexity and then checked whether the coordination structure indicated a Fit to the en-
vironment of the whole group (refer to Appendix 16). The evaluation of the environ-
ment for an enterprise was again based on the enterprise literature (refer to Appendix

9), the enterprise internal reports, and on the interviews of managers®’".

However, the initial study did not contain an enterprise with a dominant, worldwide
integrating coordination mechanism. Hoechst Chemicals and SGL Carbon, which
operated in a global market, according to the theory, were in need of a worldwide in-
tegrating mechanism. But both of them had an exclusively differentiated structure.

Therefore no actual examples through the evaluation of dominant coordination

376 Cf. Nohria, N./Ghoshal, S., 1997, pp. 179-185.

37 Cf. Nohria, N./Ghoshal, S., 1997, pp. 174-179. The authors suggest the use of “Index of Integration” by Kobrin,
S.J.,1991, pp.17-31. In the particular case the attribution mostly bases on the already introduced portfolios by
McKinsey (refer to Kux, B./Rall, W. 1990, pp. 73-84). The managers knew it and this contributed to the necessary ac-
ceptance of the measures.
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mechanisms could be collected in advance from the prepared case studies. Hence a
theoretical case was constructed. Accordingly, a dominant coordination mechanism
was given, if the average in all countries with one or more coordination mechanisms
was above 3.7 (in case of autonomy under 2.3). It turned out that the assumptions
could be realized both in the concept Requisite Complexity as well as in the Internal

Differentiation’’®,

This analysis step is the last one in the paradigm of situational and transaction cost
approaches. In the next analysis step a new research program will be the basis. It is
now based on the theory of the Transnational Solution. The coordination mechanisms

were first examined by means of the Network Approach.

5.1.5 The Adaptation of the New Approach based on Network Configurations

The bases of the theory of the Transnational Solution are the different network con-
figurations of multinational enterprises (refer to Appendices 17 and 18). With the help
of the developed coordination-model the average figures of the mechanisms of all
subsidiaries were analyzed and evaluated like in the EPRG-scheme. However, an ad-
vantage over the EPRG-measurement was that the fourth, transnational or regio-

37 But behind these measurements as

centric cluster was now described in its context
well are flexible, situation-adequate coordination mechanisms which cannot be ex-
pressed through average figures. Therefore the result of the analysis is superficial, ag-
gregated on a group-level, and evaluated by average figures only. It does not yet pro-
vide a deeper understanding of the network configuration. Figure 10 summarizes the

analysis-method graphically.

Autonomy Formalization Socialization
International 1.0 2.3 3.7 5.0 1.0 2.3
Multi-Domestic 3.7 5.0 1.0 23 24 3.6
Global 1.0 2.3 3.7 5.0 1.0 2.3
Transnational 1.0 2.3 3.7 5.0 3.7 5.0
Figure 10: Analysis of coordination mechanisms in different Network Configurations
Source: Own Depiction, Launer, M., 2004¢

3 Later these assumptions were analyzed and proven in detail in the follow-up study, especially in the case of Celanese.

3 Cf. Meffert, H., 1990, pp. 100-107; Meffert, H./Bolz, J., 1992.
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The method worked methodogicaly the same way as the EPRG-scheme. It does, how-
ever, differ in its content due to a complete different theoretical basis. In the initial

study the results of both methods were compared to each other.

5.1.6 The Adaptation of the New Approach of Specified Strategic Roles

The analysis of the coordination mechanism by means of Specified Strategic Roles for
individual subsidiaries is a more advanced theory of the Transnational Solution.
However, it is at the same time the least specific in comparison with the theories pre-

sented so far. The classification of affiliates is still unproblematic®*’

, and additionally
the authors provide guidelines in their new revised book™'. But these guidelines are
exclusively meant for the discussion of potential roles of subsidiaries. The application
of the coordination mechanisms, however — as the author derives it from the theory —
is not yet further developed in this book. It is based on the new paradigm of coordi-
nating according to the company-internal flows of goods, resources and information.

Therefore an own method had to be developed.

First the respective value of the three coordination mechanisms for each cluster was
measured. This showed that the classification with narrow borders and average values
(1 —2.3 low, 2.4 — 3.6 medium, and 3.7 - 5 high), as used in the Internal Differentia-
tion approach, did not provide a satisfactory result with any of the four enterprises.
The analysis with simple, rigid borders, namely that 1 — 3 is low, and 3 — 5 is high,
brought results that could be used much better. For each enterprise each individual
affiliate per cluster was studied. The result again presented Fits and Misfits to the
theory which can be counted and compared. Based on the results recommendation for

actions were tried to derive.

However, the manager could not make much use of the model with Specified Roles in
the pilot study (Bosch EW). ,,The classification does not make sense****, because sub-
sidiaries are not coordinated according to their resource level and the strategic impor-
tance of the respective market. Furthermore, the two clusters Strategic Support and

Black Hole are not satisfactory situations. The assets in the group should be better op-

380 Cf. Meier, A., 1997; Leomg, S./Tan, C.T., 1993, pp. 449-464.
381 Cf. Bartlett, C.A./Ghoshal, S., 2002, pp. 327-329.
382 Expert-interviews.
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timized instead of attributing roles to affiliates from this cluster. The higher the stra-
tegic importance of the market the more the subsidiary should be provided with re-
sources. In the literature this critique has not been discussed so far. Therefore in the
following case studies of the initial and follow-up study the foundation for a sound

and critical analysis will be developed. Figure 11 illustrates the context graphically.
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Figure 11: The distribution of Specified Strategic Roles for Bosch EW
Source: Own Depiction, Launer, M., 2004b, p. 105

The Pilot study showed as well that in the context of the resource level of subsidiaries
and the strategic importance of the local market we are not dealing with two inde-
pendent variables. Thus the depiction of a portfolio would actually not be correct.
Therefore the correlation coefficient between the variables was checked. The suspi-
cion was confirmed in the statistical analysis. The correlation coefficient between the
resource level and the significance of the market were found to be at 0.96 for Bosch
EW and thus showed strongly positive correlation (refer to Appendix 106). The ex-
planation was that due to the pilot study a one sided result might have occurred, which
would probably not have been the case with larger number of companies. The
method, which in itself is conclusive, was therefore used further in case studies. The

pilot study at Bosch EW will now be introduced as the first of the four pilot-studies.
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5.2  Brief Description of the Case Studies from the Initial Study
5.2.1 The Case of Bosch EW (1993)
5.2.1.1 Starting-Situation and Case-Specific Hypotheses

The central challenge on the world market for electrical power tools was the increas-
ingly specific consumer demands”®. They necessitated an ever stronger local adapta-
tion of the product variety to the specific circumstance in the country posed. For ex-
ample, the consumer in the USA, the professionals in particular, needed large and ro-
bust tools — so called ,,Heavy Tools®, for large construction sites and forest works. In
contrast, in Japan the tools had to be smaller but with larger proportions, due to dif-
ferent body builds. The highest demands on product adaptation from local markets
existed in Europe due to the different electrical currents and technical safety rules®*”.
Worldwide competition and pressure towards global rationalization due to strong
price pressure forced all competitors on the market simultaneously towards world-
wide integration of their business®®*. This development challenged management to
find the right balance between global integration and local adaptation, which repre-

386

sents a transnational challenge (refer to Appendix 20) °™. Thus, the market can be de-

scribed as globally blocked or as geocentric®®. Accordingly, the Bosch Group had a

complex matrix-structure which reflected the complexity of the market®®.

The competitor Black & Decker’™ at that time tried to globalize its businesses based
on the typical international and ethnocentric focus for American enterprises. Bosch
EW had a multinational or polycentric focus and wanted to establish global structures

with the new concept “Structure 2000”, which anticipated transnational coordination

391

measures” . The Japanese competitor Makita®®' already had transnational structures

and was the most successful (refer to Appendix 20)**2.

» Cf. Herdt, H.-K., 1986; 0.V., 1988; 0.V., 1992a.
384 Cf. company internal documents of the sales department.
385 Expert-interviews and Annual Report Robert Bosch,1992.

386 Cf. Bartlett, C.A., 1989, p. 428; Meffert, H., 1990, p. 99.
387 Cf. Kux, B., Rall, W., 1990, p. 77. See also 0.V., 1991a, pp. 25-37; 0.V, 1991c, pp. 32-33.
388 Cf. Heuss, Th., 1986. As to the critique of the matrix-structure refer to Bartlett, C.A./Ghoshal, S., 1990, pp. 50-52.

Underlying the assumption that structure has to follow the strategy/market conditions, cf. Chandler, A.D. Jr,. 1962.
Black & Decker, especially strong through the possibility of transferring a successful concept from its home country
USA, does not have a country-specific strategy and failed due to the lack of a consequent global strategy, expert-
interview Bosch EW.

The term transnational at that time was not well known and was used as a synonym of global.

The strategy of Makita is characterized by aggressive, country-specific competition- and market-entry strategies. This
is possible to such a degree, because Makita at this time only enters the world market with electro-tools, and thus the
products have a low level of complexity, which allows flexibility; Expert-interview Bosch EW.

Expert-interview and enterprise-internal presentations
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391

392
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Bosch EW had difficulties with the implementation of a more global strategy due to
the autonomous country managers on the one hand, and "crusted structures” on the
other hand®”. To test the developed methods and modify them to fit to the reality,
case-specific hypothesis were introduced and checked per case. The hypothesis’ either
described the situation of the company at that time or it was based on a company-

specific problem that had to be identified by the analysis. Therefore, the

1% Case-Hypothesis is: If the developed models can be applied to individual case
studies in practice, then the problem of autonomous affiliates, especially within

the VUB (overseas sales group), should be indicated at Bosch EW.

Furthermore the managers commented that the enterprise structures within Europe
were “crusted”. This statement was made operational by a high a degree of normative

integration and formalization to be able to measure it. Therefore, the

2" Case-Hypothesis says: If the models are applicable, then the problem of
,»Crusty* structures in form of a normative integration and formalization that is

too high should be able to be depicted within Europe.
5.2.1.2 Analysis of the Case

Now the analysis of the case study will be summarized briefly and the most important
problem areas will be described®®*. The pilot study was much more in detail and
evaluated each subsidiary by its context, history, interviews with the local country
managers, as well as the developed and discussed recommendations. Various meth-
odogical approaches were tested of which the most promising solutions will be pre-
sented here. Then methods used and presented in this study were applied in the same

way to all other case studies.

The first analysis step was the measuring of each coordination mechanism on an aver-
age basis. The average was build over all subsidiaries of Bosch EW (refer to Appen-

dix 21). The results are purely descriptive so far since there is no theory to compare it

393 Expert-interview, refer also to Annual Reports Robert Bosch,1992 and 1993. See also 0.V., 1990..

4 Refer to detailed analysis by Launer, M., 2004 b and ¢
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to. However, results were checked to the given situation and the case specific hy-
pothesis. The aggregated answers (average of all countries) confirmed that on ava
group-level Bosch EW had largely autonomous affiliates (autonomy-degree: @ 3.4 on
the scale from 1 to 5). Especially the overseas sales affiliates had a high degree of
autonomy, meaning they were rather managed decentralized. The discussions with the
managers confirmed this observation. The overseas affiliates, organized in the sepa-
rate unit VUB, were too far away from the headquarters. More over, historically they
were firmly managed by the country manager “L” that supervised not only Bosch EW
in this country, but all other business units as well. It became clear through discus-
sions that the structures were mostly created before the world wars, at a time when
global coordination was far more difficult than today, and centralization was not pos-
sible. This confirmed the 1% Case-Hypothesis, which predicted a high autonomy.

This confirmation shows that the measuring of the mechanism reflects reality well.

The crusty structures (2" Case-Hypothesis), made operational through a high nor-
mative integration and formalization, could not yet be confirmed on the basis of aver-
age figures (formalization: @ 2.8; normative integration: @ 2.9, refer to Appendix 21).
Here the evaluation of the term “too high” is still missing™". In any case, Bosch EW
had a medium level of formalization and normative integration. The answers for each
question, however, varied and thus confirmed that one single questionnaire would not

have been an accurate measure (key-informant approach not applicable).

The EPRG-Scheme could not be applied to the enterprise situation because the the-
ory does not provide explicit information as to region-centric orientations. In contrast,
the analysis of different Network Configurations provides statements about the
situation of high global integration and high national adaptation at the same time
(transnational category). In the case of Bosch EW, the measuring instrument showed
Misfits with all coordination mechanisms (refer to Appendix 22). This means that the

affiliates, on an average basis were not coordinated according to the theory.

395 Here the problem is shown, if the coordination instruments are only measured, but cannot be interpreted through a

continuing theory.

93



But this result corresponded with reality since the managers agreed that the autonomy
of affiliates was too high, the formalization degree too low, and the normative integra-
tion also was too low. The latter applies especially to affiliates from overseas. For an
improved coordination Bosch EW planned with concept 2000 already to install a
European-wide IT-infrastructure. The organizational unit VUB should be eliminated
and the affiliates abroad much more normatively integrated. The accurate result con-
firms therefore the 4™ Model-Hypothesis in the case of Bosch EW which examines
the applicability of the Network Approach. The interpretation of the coordination

strategy in practice was accurately presented even though the result was negative.

The second analysis step, the Situational Analysis of coordination mechanisms, was
now tested for single subsidiaries by its individual context. The correlation analysis
measured the relation between the variables “environmental complexity” and “re-
source level”. However, the correlations shown were weak. The correlation-
coefficient for centralization of 0.05 as to environmental complexity and 0.11 as to
the resources level was very low (refer to Appendix 106). More over, the affiliates of
USA, Japan and Brazil should be taken out of the statistical analysis. In the US a new
joint venture was formed with the company Skill, Inc. The affiliate was therefore
managed by the corporate headquarters of Robert Bosch GmbH (Schillerhéhe). In
Japan the affiliate was not up and running and only three managers did speak English
at that time. In Brazil the hyper-inflation and currency exchange problems made co-
ordination impossible. By taking them out of the sample, a negative correlation for
autonomy (positive correlation for centralization) for both variables are recognizable
(refer to Appendix 23). The managers called this “the Bosch Way”. The more re-
sources an affiliate had the more the assets were controlled regardless of potential
conflicts. That result is the opposite of what the Situational Hypothesis 1 and 4 had

predicted and they are therefore dismissed.

For the normative integration 0.16 as to the environmental complexity and 0.44 as
to the resources level hardly correlated as well (refer to Appendix 25). The deeper
analysis of the resource levels of the affiliates showed that within Europe all subsidi-
aries had a high resource level, mostly because they were established earlier and were
closer to the headquarters. At the same time the managers said the normative integra-

tion is higher due to the low distance, the European culture, and EU membership. This
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also interfered strongly with the assumed culture-free thesis. Therefore the Situ-
ational Hypotheses 3 and 6, which examined this context, were discarded in the case
of Bosch as well. Only formalization (correlation of 0.68 as to the environmental
complexity and 0.68 as to the resource level, Appendix 106) correlated clearly in a
positive way with both variables (refer to Appendix 24). Thus the Situational Hy-

potheses 2 and 5, which denotes formalization were confirmed.

In the next step of the analysis, measuring coordination mechanisms by means of the
Internal Differentiation, no average figures were used but rather each affiliate was
compared separately. Therefore each affiliate was categorized into the four cluster
based on the underlying context relations and transaction costs (refer to Appendix 26).
But the model had to be adjusted and adapted several times during the pilot study be-
cause at first it did not reflect the reality of Bosch EW correctly. For that purpose,
each individual affiliate was analyzed in very detail and discussed with the managers.
The model was afterwards adjusted iteratively in this initial study until it reflected the

396

reality of all four corporations closely’". As a summary of this lengthy process the

original method will be here described compared to the most advanced method.

In the analysis containing strict definitions and rigid borders according to the original
theory centralization showed 6 Misfits (refer to Appendix 27)**’. During the discus-
sions it turned out that in Netherlands (Holland) the little too high autonomy wasn’t a
big problem at all. The modified method with more narrow borders, middle fields, and
the tolerance measure showed 8 Misfits instead. The measurement of Netherlands was
accepted due to the tolerance measure. In addition, the problems of strong centraliza-
tion (too low autonomy) in Italy, Spain and England surfaced only in this measuring.
The managers agreed that all three affiliates were too centrally coordinated due to his-
torical reasons. The modified model was more accurate and confirmed again the 1%

Case Hypothesis. The results are described much more in depth by Launer (2004c).

396 This procedure was scientifically correct because the original theory had been already confirmed empirically broadly.

A Misfits corresponds with a coordination instrument in a country, the formation of which does not correspond with
the theory
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Formalization showed 3 Misfits for both methods (refer to Appendix 28). However,
in the strict, original method the affiliate in Belgium was mistakenly evaluated too
formally coordinated®”®. By interviewing the managers locally in Belgium they did
not criticize the degree of formalization seriously. The common procedures helped
them to more independently and avoid conflicts with the headquarters. The advanced
method took that into account correctly and showed only 2 Misfits. The Misfit for the
US could be tolerated because it was not due to one marginal deviation. The managers

agreed that after the merger with Skill the company should be formally aligned again.

In the case of normative integration 8 Misfits were shown in the original method
(refer to Appendix 29)*. In particular, the European affiliates Spain, Netherlands,
Belgium, and Sweden had a too high degree of normative integration. This should in-
dicate that the transaction costs to socialize those with shared values should have been
too high. However, all four affiliates were close to the border to a high normative in-
tegration”. The opposite case was Canada which was categorized as a Clan but close
to the border of the Hierarchy. The more advanced method took all that into account

and the newly introduced medium field showed fits in all cases.

In total this resulted in 17 Misfits for the original method, or in other words 35% of all
measured figures did not correspond with the strict theoretical guidelines*”'. After ad-
justing the measuring method from 48 measured coordination formations (3 mecha-
nisms times 12 countries) 36 Fits (75 %) and 12 Misfits (25 %) to the theory emerged
(refer to Appendix 30). Six affiliates were coordinated according to the theory and
eight affiliates showed one Misfit to the theory and two subsidiaries — Brazil and the
USA — showed two Misfits. Thus, Bosch EW was managed in a differentiated manner
but still not in accordance with the theory of Internal Differentiation due to the high
rate of Misfits. However, the theory does not provide a cut-off line when the result is

within or outside the range.

9% As described, the statements about reality were derived from the interviewed managers. The problem of their blind-

ness or opportunistic attitude has been described already.
399 Siehe Launer, M., 2004b, S. 87.
400 Expert-interview.
4ol 16 countries multiplied three coordination instruments sum up to 48 measurements for Bosch EW.
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The deviation from the theory and the evaluation of each single subsidiary the modi-
fied model was considered as close to reflecting reality by the managers in. The 2™
Model-Hypothesis, which is meant to examine the usefulness of the theory in prac-
tice, can be considered confirmed for the case of Bosch EW following the adaptation.
However, the original model described the 2" Case-Hypothesis better than the modi-
fied model due to the high Misfit-rate in normative integration (refer to Appendix 29).
It was a too high normative integration and formalization expected and results were

medium only. Formalization did not show a proving result.

The deviation-degree of the Misfits, which were measured by the Difference Meas-
ure, stood at 1.0 on average (1 scale value on the 5-point Likert-scale). The absolute
deviation (sum of deviations measured at the deviation to the cluster border) stood at
11.8 (refer to Appendix 30). This result has to be seen in comparison to others. The
results from the measurements regarding the Internal Differentiation were now further

processed on an aggregated group-level.

The theory of the Requisite Complexity alleged (Appendix 31), that Bosch EW
should have a coordination structure of the Differentiated Network™ due to the trans-
national market. But the previous analysis of the Internal Differentiation proved that
Bosch EW did not have an explicit coordination strategy. In terms of the theory of
Requisite Complexity it is rather a structure of Ad Hoc Variation. This result was also
plausible to the managers because the affiliates of Bosch EW, from a disciplinary
viewpoint, belonged to the autonomous country affiliates which united several busi-
ness fields under one roof. Bosch EW in 1993 had only conditional access to its affili-
ates and thus, hardly any control over their coordination. The 3™ Model-Hypothesis,
which is meant to examine the theory of Requisite Complexity in practice, is con-
firmed through the results from the case study of Bosch EW. Unclear was still
whether a 25% Misfit-rate by differentiating the coordination structure was rated as a
Differentiated Fit or Ad Hoc variation. But the managers’ agreed on not having had a
systematic coordination structure at that time. For better evaluating the Misfit-rates

more experience and comparable results are necessary.
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The application of the concept of Specified Strategic Roles to Bosch EW was the last
step. According to the situational variables “strategic importance of the local market”
and the “resource level of the subsidiary” every affiliate was categorized. The method
produced a result typical of the mentality of the Bosch Group (refer to Appendix 32).
The selected affiliates did not have surplus resources at all. None of the subsidiaries

402
92 None of

was a Strategic Support for the group in the portfolio (except for Belgium)
the subsidiaries represented the Black Hole, which means that capital was only in-
vested in important markets — and this was done consistently. As ‘mentioned before

the context showed a correlation coefficient of 0.96 (refer to Appendix 106).

Nevertheless, the next step was to examine whether the affiliates have been attributed
strategic roles in reality. However, in discussions it has been stated that this was not
the case. Although locations for production, marketing affiliates and R&D centers ex-
isted the subsidiaries were integrated into their respective country subsidiary housing
several business units. When the question was asked whether strategic roles could be
distributed on the basis of this analysis the answer was that resources were distrib-
uted optimally and that there was no need for it. It would rather require a fundamental
restructuring, which has the separation of the EW-activities from the country affiliates
as an objective. Then all regional EW-affiliates could receive roles for implementa-
tion, and only some regional headquarters could be established in the triad markets. In
the present case the role model was therefore discarded as it was considered impracti-

cal (Model-Hypothesis 5).

The final discussion was to whether the flow of goods, information, and resources
should be used as a basis for deciding about coordination. The result was clearly that
this was not considered meaningful. The theoretical analysis as to whether an empiri-
cal context existed between the roles from the theory and the implementation of coor-
dination mechanisms, showed that at a rate of Misfits of 42 % (20 Misfits) the coordi-
nation in Bosch EW was based neither on strategic roles nor on internal flows (refer
to Appendix 33). In an intermediate conclusion the results will be compared again

with other enterprises, but first the second case will be presented briefly.

402 The classification of the RG Belgium has to be changed into the role of strategic implementation for the sake of preci-

sion in measuring. Expert-interview Bosch EW.
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5.2.2  The Case of Hoechst Chemicals (1994)
5.2.2.1 Starting Situation and Case-Specific Hypotheses

In 1994 Hoechst'” produced only few significant innovations**. Consequently the
profitability was clearly below the industry average, especially in comparison with
American competitors*”. , Although Hoechst (was) prestigious, over the years it has
become a tired Chemical-Texture-Pharmacy-and-many-other-things-Enterprise**®°,

whose most important products have lost their patent protection®”’.

The close connection to the location Frankfurt-Hochst led to a strong centralistic
leadership within the German organization*”. ,,Hoechst was rooted deeply in Ger-
many, very research-active but not market-oriented, very introverted and aca-

49 There was a large Central Directors Department (ZDA) with numerous

demic
country representatives, but they had almost no authority to make decisions abroad*'’.
However, most of the turnover was earned outside Germany, where foreign subsidiar-
ies enjoyed high autonomy*''. Coordination was carried out through the respective
local management, which — typical for German enterprises — consisted almost only of
leadership personnel sent from Germany. They coordinated their decisions directly
with the parent company*'?. The structure of the Chemicals business was similar to
Bosch EW: several Business Units were combined under one roof of a country affili-
ate. While the chemicals world market was considered global in theory and practice
the organization was not expected to meet these demands (refer to Appendix 34)*"°.

Because of this organizational structure the

3"d Case-Hypothesis is: Hoechst AG in Germany was managed centrally, but its
Business Unit Chemicals had worldwide de-centrally organized foreign subsidi-

aries with a high degree of autonomy.

403 Cf. Baumler, E, 1989; Schreier, A.E./Wex, M., 1990.

404 Cf. Sommer, C., 2001, pp. 119-126; Miiller, E., 1990, 4/1990; 0.V., 1991b, pp. 30-31.
403 Cf. Welge, M.K./Holtbriigge, D., 2003b, p. 351.

406 Cf. Sommer, C., 2001, p. 120.

407 Cf. Welge, M.K./Holtbriigge, D., 2003b, p. 351.

408 Cf. Klein, H., 1996, pp. 36-50.

409 Quoted according to Berthoin Antal, A., 2001, p. Al.

410 The central department of directors (ZDA) was rather used as a training place for leadership personnel.
4 Cf. Annual Report Hoechst AG 1993 and 1994.

412 Cf. Klein, H., 1996, p. 112-113.

413 Cf. Kux, B./Rall, W., 1990, p. 77 and Expert-interviews.
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In 1994, Jirgen Dormann took over the position as the chairman of the board. The
new CEO described Hoechst AG as bureaucratic when he took his office*'*. Accord-
ing to the foundations made the term bureaucratic can to a great extent be operational-
ized in high degree of formalization. On a group-level unified procedures and policies
existed in thick German handbooks, which were implemented worldwide in the coun-
try affiliates. Accordingly, the Chemicals division had no separate guidelines. There-

fore the

4™ Case-Hypothesis is: The foreign subsidiaries of Hoechst Chemicals, display a
medium measure of formalization due to a strong formalization on a group-level,

but no separate policies for the Chemicals division.

Until 1998 Hoechst was considered an enterprise with a strong business culture*'.
The Hoechst-Family was well known worldwide. If this strong business culture had
been spread worldwide then the foreign subsidiaries should show a high degree of
common values in the analysis. Hoechst AG implemented a worldwide Corporate
Identity-Program and the Slogan High Chem®. But ,,The Family* referred mostly to
the overall group. There was no shared value basis in the Chemicals business that
would function as a coordinative or integrative mechanism. The local chemical units
were rather committed to the host country or the corporate headquarters called “Faul-

turm”. Therefore the

5" Case-Hypothesis is: The foreign subsidiaries of Hoechst Chemicals show a

medium degree of shared values.

Ghoshal studied Hoechst AG on a corporate level already in 1985. According to their
results, the overall corporation had a differentiated structure (but no information re-
garding the Misfit-rate was known) and a strong centralization of decision making
within the ZDA was assumed. While in the Hoechst Group therefore the organiza-
tional structure of a Differentiated Network could be assumed (differentiated and

416

integrated at the same time according to the requisite Complexity)™ °, the managers of

a4 Cf. Dormann, J., 1993, pp. 1068-1077.
413 Cf. Annual Reports by Hoechst AG, 1992 and 1993.
416 Cf. Nohria, N./Ghoshal, S., 1997, pp. 181-189. The author knew the result of the study in advance, because of his

direct contact with Prof. Ghoshal in 1992.
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the Chemicals unit predicted that in their area no dominant coordination mechanism

would exist. Therefore the

6" Case-Hypothesis therefore states: Hoechst Chemicals showed the coordina-

tion structure of the Differentiated Fit.

Interviews and research of literature also showed that resources in Hoechst were man-
aged carefully. As was the case with Bosch EW, it was expected that subsidiaries re-
ceived more resources as the market became more important. Therefore for the role

model in contrast to the former Model Hypotheses was predicted as the

7" Case-Hypothesis: Hoechst distributed its resources according to the strategic
importance of the markets. The role model in the case of Hoechst Chemicals will
show a more linear relation between the level of resources and the strategic im-

portance of the local markets.
5.2.2.2 Analysis of the Case

Again first the average measurement for each coordination mechanism was calcu-
lated. The average degree of autonomy of all subsidiaries demonstrated (refer to Ap-
pendix 35) that they were managed in an autonomous style (& 3.7), just as expected
(3rd Case Hypotheses). The interviews confirmed that the board of management cen-
trally managed the local country management but not the Chemicals managers on the
second leadership level. The average-measuring of the formalization showed clearly a
medium development (@ 2.7) in that business area which thus was within expecta-
tions as well (4th Case Hypotheses, refer to Appendix 35). Managers from Corporate
Controlling assured as well that almost no formal systems were set up and subsidiar-
ies report turnover and profit figures quarterly only. The tables also show the extent of
common values shared by the respective local chemicals unit with the Business Unit
Management in Frankfurt-Hochst. The shared values figures are on average at 2.9 and
thus in a medium area. The measurement indicated again a confirmation of the 5t

Case-Hypotheses. The measurement quality so far had been very good.
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The EPRG-Scheme, in contrast to Bosch EW, produced a satisfactory result. For the
global enterprise the degree of autonomy of @ 3.7 was placed at the upper fringe and
thus was a Fit to the theory (refer to Appendix 36). According to the theory, the for-
malization and socialization should have been higher (> @ 3.7) to reach a Fit. How-
ever, for both, the formalization and the normative integration, a medium measure had
been expected. The two Misfits to the theory were therefore depicted correctly, and
the 1*' Model-Hypothesis, which examines the EPRG-Scheme in practice, was con-

firmed through the example of Hoechst.

In contrast, the analysis according to the Network Configuration showed 3 Misfits to
the theory. The average degree of centralization which in the EPRG-Model appeared
still as a Fit in the upper border produced a Misfit in the Network Model instead. The
underlying theory demands a higher centralization for companies operating in a global
market (reversely, the autonomy-degree of @ 3.7 was too high). The question is now
which model, EPRG or Network, evaluates coordination strategies better. On the basis
of the small difference in centralization it cannot be decided which of the models
works more accurately. The managers however would have liked to have a more cen-
trally managed business unit. This target was better addressed in the Network Model.
In the case of socialization, however, the evaluations clearly went in different direc-
tions. The EPRG-Scheme demands high socialization and the Network Model low
socialization. Unfortunately, Hoechst showed a medium level, which made the
evaluation of the two models more difficult. But it is questionable in the case of
Hoechst Chemicals whether a strong socialization (EPRG Model), the most expensive
coordination mechanisms, would have been right step to advance global coordination.
Instaed a more centrally organized management would have been the priority and af-
terwards worldwide policies and systems for the Chemicals business itself. The Net-
work Model showed this advice more clearly by asking for more centralization and
formalization. The 4™ Model-Hypothesis, which examines the network approach in
practice, is considered confirmed in the case of Hoechst. The subsequent recommen-

dations are better and more realistic than in the EPRG Model.

The fourth step of the analysis was the review of the Situational Hypothesis by
means of the variables “environmental complexity” and “resource level” (refer to Ap-

pendix 106). In the case of the centralization (correlation coefficient 0.29 and 0.35
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respectively) a high correlation could not be assessed (refer to Appendix 37). There-
fore, the 1% and 4" Situational Hypotheses could be discarded In the case of formal-
ization in relation to the environmental complexity (0.46), a high correlation could not
be found either. Therefore the 5™ Situational Hypothesis was discarded as well. As
to the resources level however, a significant correlation existed (0.71), and this con-
firmed the 2" Situational Hypothesis in the presented case (refer to Appendix 38).
In the case of the normative integration the environmental complexity correlated sig-
nificantly (0.64; 6" Situational Hypothesis confirmed), but not the resource level
(0.45; 3" Situational Hypothesis discarded, refer to Appendix 39). It could be shown
— as in the case of Bosch — that Situational Approaches are not reliable analysis in-

struments even when some single results looked promising.

In step five of the analysis the Internal Differentiation was measured for single af-
filiates. The clustering of the subsidiaries showed a widespread table (refer to Appen-
dix 40). Again, the variant with strict borders was compared with the variant with
smooth borders, medium fields, and a tolerance measure. Measuring according to the
original theory with strict borders resulted in 5 Misfits for centralization. The same
result was shown for the new variant (refer to Appendix 41). But the original method
showed a misfit for the affiliate in Italy while the new model evaluated a Fit. The
level of autonomy, however, was felt to be right by the Hoechst managers at the pre-
sent level. In contrast, South Africa could be managed much more centrally, but it
was not shown as a Misfit in the original method. The modified method seemingly
portrayed the situation better and classified the affiliates in accordance with the

evaluation of the managers. Theoretically that assessment was solid as well.

In the case of formalization the results clearly spread from each other. Three Misfits
were shown for the new method while the original showed only one Misfit. The modi-
fied measurement in contrast indicated that the subsidiaries in Sweden and Mexico
should be coordinated much more formally. Both affiliates are categorized as a Fed-
eral Structure, whose high level of resources should be controlled more strictly, with-
out having to make personnel decisions. The managers totally agreed to this recom-

mendation since changes in management and reporting lines were difficult to imple-
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ment but a higher formalization would have been helpful (refer to Appendix 42)*'". In
the case of China both methods indicated a Misfit meaning the affiliate should be
more in line with the formal policies and systems. The modified method gave good

advice to the interviewed managers.

The measuring result of the shared values surprised the Hoechst managers. Spain,
Holland and Italy had a too high level of socialization in the new and modified meas-
uring while the high normative integration was initially perceived as good (refer to
Appendix 43). But when discussing the transaction costs that had occurred to reach
this level of shared values, it became clear that the affiliates could have been managed
in a more hierarchical and less costly style. That recommendation was new and very
helpful for the Hoechst managers. However, the level of centralization was assumed
to be right at a medium level. Thus, no dominant coordination mechanism was de-
manded by the new model for Italy and Spain. This had to be seen as a negative for
installing the new medium field that diluted the use of centralization. In reality, how-
ever, the either-or choices are not always possible. The model showed a very accept-
able alternative. The more centrally management would have lead to severe conflicts.
This was argued based on the medium resource level and not because of the pride
these cultures have (culture-free thesis). Consequently the measurements provided
good recommendations for action. The original model instead evaluated the normative
integration as too high for Sweden by showing an above average figure. The affiliate

again is located close to a border and therefore much better analyzed.

Overall, the original method identified 9 Misfits to the theory or a 20 % failure rate.
The result of the advanced method is slightly worse, 12 Misfits and 22% Misfit-rate,
but with very useful recommendations and accurate measurements. Nevertheless,
Hoechst Chemicals showed a Differentiated Structure relatively close with the Inter-
nal Differentiation theory. The 2" Model-Hypothesis, which examines the Internal
Differentiation, can therefore be confirmed on the basis of the modified model for the
case of Hoechst Chemicals. The deviation of the Misfits measured by means of the
difference measure, averaged at 1.0 and therefore was identical with Bosch EW. The

absolute deviation was at 12.4 for 18 affiliates (refer to Appendix 44).

47 Expert-interview.
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The result, a complex coordination structure of a Differentiated Fit, was now further
used in the theory of Requisite Complexity (refer to Appendix 45). Each relationship
between the parent-company and the subsidiary was shaped individually, and the
management processes were differentiated. Nevertheless, there was no dominant and
globally integrating coordination mechanism although this would have been proper in
the global market (structure Structural Uniformity fits better). The managers agreed
that the coordination structure had to be simplified. The Chemicals affiliates were in-
tegrated in the country subsidiary and thus coordinated by other than Chemicals busi-
ness criteria. Chemicals management needed globally unified systems and processes,
through which the areas of purchase, production, logistics, and sales could be man-
aged globally. The 6™ Case-Hypothesis was confirmed by this analysis. The model
realistically reflected the coordination structure, and it provided good recommenda-
tions. Nohria and Ghoshal also examined the Hoechst AG in 1986 on a group-level by
using two questionnaires. In this case, it seemed on the group-level that Hoechst AG
had assumed a much stronger centralization than it might have been in individual
business areas. The ZDA in the corporate headquarters with more than 200 employees
was considered as a worldwide integrating coordination instrument. It could be
proven that their central influence did not reach the business level. The analysis and
the interviews showed that the current situation in the business field was recognized
correctly. Thus, the situation on a business level differed from the headquarters as had

been expected. The 3" Model-Hypothesis can therefore be confirmed.

The analysis of Specified Roles showed that the two variables ,,strategic importance
of local markets* and ,,resource level of subsidiary” correlate with a coefficient of
0.83 (refer to Appendix 106). The 7t Case-Hypothesis, which examines this correla-
tion, is thus confirmed meaning the use of a portfolio is questionable (refer to Appen-
dix 46). In addition, the delegation of strategic roles by means of the two variables
and the use of coordination mechanisms based of internal flows were not accepted by
the managers at all. In their opinion the Role Model might work on a group-level but
not in business. Assets have to be managed very economically and aren’t the basis for
delegating strategic roles. The rate of Misfits for the coordination mechanisms based
on the deducted model stood at 43% (23 Misfits, refer to Appendix 47) and no theo-
retically useful pattern could be identified. The 5" Model-Hypothesis, which has the

role model in practice as its subject of study, had to be discarded for this case.

105



5.2.3  The Case of SGL Carbon (1997)
5.2.3.1 Starting-Situation and Case-Specific Hypotheses

SGL Carbon was established in 1992 through the merger of SIGRI Group, a 50/50
Joint Venture between Hoechst and Siemens, and American Great Lakes Carbon in
1993, the graphite activities of the French Pechiney Group were acquired, with pro-
ductions in Belgium and Spain. Thus the largest supplier of carbon- and graphite

products in the world was formed: SGL*'®

. The task was to bring together the individ-
ual parts of the enterprise to form a global company and to create synergies while fac-
ing ruinous competition. The oligopolistic market structure with only few suppliers (6
companies’ active worldwide) and only a few buyers (approx. 200 steel clients) there-

fore demanded a global orientation of the Group (refer to Appendix 48)*'°.

The board of management (Vorstand) tried to integrate the most important units into
the group according to priorities. Therefore Business Units (BUs) were established,
one in Europe and one in North America for each business*’. The strategic manage-
ment of assets was given priority and the focus was on key customers in the most im-
portant markets. It was therefore expected that the coordination structure was highly
differentiated. Since no history or interfering country subsidiaries were present the

coordination mechanisms were newly installed by strategic priorities. Therefore, the

8" Case-Hypothesis is: The newly formed SGL in 1997 had a differentiated co-

ordination-structure and no dominant coordination mechanism yet.

The organization of the BUs was decentralized as stated in the mission. However,
within the BU attempts were made to coordinate more activities centrally**'. The in-
dependent affiliates grouped together from different enterprises had to be brought to-

gether and a unified system had to be created. Therefore, the

9™ Case-Hypothesis is: Centralization shows a medium level due to the decen-

tralized corporate structure and a tendency to centralization on a business level.

48 Cf. Annual Report of SGL Carbon Group 1993, 1994 and 1995.
49 Cf. Kux, B./Rall, W., 1990, p. 77, Investor Relations - documents of the enterprise and Expert-interviews.
420 Cf. Annual Report SGL Carbon Group 1994 and 1995.

4 . o . .
2! According to enterprise-internal documents and expert-interviews.
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Special importance was given to the normative integration of all employees in order
to integrate activities worldwide. Production sites were strongly socialized, because
the respective site managers were member of the BU management***. Since the com-

munication of shared values and the CI - strategy only started in 1994, the

10™ Case-Hypothesis suspects: Normative integration will demonstrate average

figures. Production sites will be more socialized than sales affiliates.

Since the board managed the group purely from the strategic perspective and were
relying on a few financial key data only, formal systems were hardly introduced. Fo-
cus was a strictly business-oriented environment without bureaucratic structures. Pro-
cedures and systems in production were not adapted yet to each other. The plants
more or less operated independently based on a simple corporate production plan.
Some new policies were introduced by the central Corporate Planning & Coordination
department. But they were still new and the implementation was slow. The priority
was to become profitable again by increasing prices. The different systems derived

from several merged companies will therefore show a low level of formalization.
The 11™ Case-Hypothesis therefore is: Formalization was low in 1997.

Due to the merger of various enterprises in 1992/93 it was expected that resources at
SGL had not yet been optimally distributed. Minority shareholdings in some subsidi-
aries slowed down the reallocation of corporate assets*. To control these assets the
delegation of Specified Roles could be expected. The subsidiaries represented in the
BU management should have had Strategic leadership tasks while the other affiliates

had to follow directions. Therefore,

the 12™ Case-Hypothesis is: The subsidiaries will be — different from Bosch EW
and Hoechst — distributed evenly on the role model portfolio. The Model of Spe-

cified Strategic Roles should show good results in this situation in particular.

422 Cf. Annual Report SGL Carbon Group 1996 and 1997.
423 Cf. Annual Report SGL Carbon Group, 1996.
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5.2.3.2 Analysis of the Case Study

The analysis of the individual coordination mechanisms at SGL shows a picture typi-
cal for the situation (refer to Appendix 49). As expected in the gth Case-Hypothesis
centralization showed a medium level in average (autonomy @ 2.8). However, the de-
gree of centralization was much differentiated between the affiliates. The production
affiliates represented in the BU’s showed a de-central approach as stated by the Vor-
stand. The BU management on the second managerial level however, coordinated the
sales affiliates rather centrally. Normative integration also showed the expected me-
dium figures on average. The subsidiaries with the strongest socialization were the
production locations in the USA, Belgium, France, Spain, and Italy which were repre-
sented in the BUs. Surprisingly Japan and Great Britain was highly normatively inte-
grated as well. In Japan SGL was not active in terms of sales due to the closed market.
The affiliate had the strategic role to observe the Japanese competitors and work
closely with management to build competitive advantages. The production site in
Great Britain was closed shortly after the merger due to an over supply in the market.
The few key managers left probably worked closely together with BU management
(to keep their job). The 10™ Case-Hypothesis, which predicted the normative integra-

tion as described, was thus confirmed. As expected, the degree of formalization was

low with an average value of @ 2.3. This confirmed the 11" Case-Hypothesis.

The EPRG-Analysis, which evaluated the average figures on group-level for a geo-
centric market, showed a Fit for centralization and two Misfits for formalization and
normative integration (refer to Appendix 50). The Misfit in the normative integration
is correctly portrayed (@ 3.1, demand > @ 3.7), supposedly because the Corporate-
Identity-Program had just started, and it had created shared values only a short
amount of time. In the case of the formalization, however, the degree will remain low
because of the enterprise corporate guidelines (@ 2.3, demand > @ 3.7). The model
therefore does not reflect the less formal coordination strategy correctly. The same
applies to the centralization (@ 2.8). Although it still shows a Fit, the company will
still centralize more strongly in future, and the medium level of centralization at the
time was criticized by the managers. The 1% Model-Hypothesis for the EPRG-model

in the case of SGL Carbon does not reflect reality therefore cannot be confirmed.
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The situation is different with regards to the analysis by means of the Network-
Configuration (refer to Appendix 50). The average level of normative integration (Q
3.1, demand < @ 2.3) does not yet allow judgment about the quality compared to the
competing EPRG-model. Centralization leads to a Misfit as in the case of the EPRG
Model, since a higher centralization was demanded. But the companies’ strategy of
increasing centralization will lead to a Fit in the long run. By discussing the two dif-
ferent approaches a more central coordination in a global and geocentric environment
was preferred. Even when it is not correct to compare the global and geocentric orien-
tation directly, the better fit of the Network Model was clear. In terms of formaliza-
tion the model showed a Misfit again. In this regard the company has a unique ap-
proach that is not recommended in both, the EPRG and Network Model. The Misfit
therefore is therefore correctly portrayed. The 4™ Model-Hypothesis was therefore

confirmed.

The fourth step in the analysis was the examination of the Situational Approach (re-
fer to Appendix 106). In the case of environmental complexity a significant correla-
tion could not be established in relation to the centralization (correlation coefficient
0.26), the formalization (0.03), or the normative integration (0.27). The Situational
Hypotheses 4, 5 and 6 therefore did not apply for SGL (refer to Appendices 51, 52
and 53). The correlations regarding the resource level showed a positive picture. Cen-
tralization correlated with the factor 0.91, formalization with 0.89 and normative inte-
gration with the factor 0.65 (refer to Appendix 106). The Situational Hypotheses 1, 2
and 3 could be confirmed. The discussion with the managers did not provide good
feedback on this result. They were of the opinion that subsidiaries could not be coor-

dinated according to the variables “environmental complexity” and “resource level”.

The allocation of the subsidiaries into the portfolio of the Internal Differentiation
showed an obvious pattern (refer to Appendix 54). The large production sites in com-
plex and important market were clustered into the Integrative section. The less impor-
tant production sites Canada and Belgium were categorized as Federative instead. All
sales affiliates had a low resource level and therefore being categorized as Hierarchy
or Clan. The newly installed post-merger organization showed a clearer pattern than

the historically and bureaucratically burdened Bosch EW and Hoechst Chemicals.

109



The measurements of centralization (refer to Appendix 55) with the Internal Differ-
entiation method showed in both variances identical results. The two Misfits for
China and India were identified correctly. Both affiliates are new and the resources
given are managed centrally. The few expatriates sent coordinated their start-up ac-
tivities closely. In terms of the formalization (refer to Appendix 56) both methods
were in agreement for the Misfit in China. The new affiliate was for sure not in line
with the corporate policies yet. The advanced model showed a Misfit in Canada in
addition. The managers interviewed within the US confirmed that result. For years
they were trying to more formalize the relation since it was difficult to manage the
site centrally. The plant manager however, refused to install more policies and sys-
tems as they already had. But a close coordination was essential because of the pro-
duction network with the US-sites in Hickman/Kentucky and Ozark/Arkansas. The

advanced model identified that problem area in an excellent manner.

In contrast, the original measurement of the shared values showed 5 Misfits while the
advanced variant showed 2 (refer to Appendix 57). Both methods correctly identified
China as a Misfit where the new site was managed rather centrally instead with nor-
mative integration. The advanced model showed incorrectly a too high normative
integration for the two production affiliates Belgium and France. While Belgium was
still tolerated as a Fit due to one questionnaire not in line, France was clearly por-
trayed as a Misfit. This was due to the medium field where it was positioned. In this
case the measurement was incorrect because the affiliate is represented in the BU and
actually the chairman was from Paris. So a high socialization is expected. In this case
the newly medium field failed. In contrast the original method shows a Misfit for
Belgium due to the missing medium field. That result was incorrect as well. The rea-
son for both mistakes could be argued with the post-merger misallocation of re-
sources. While the old plant in Belgium was too large, France should have had a lar-
ger resource level. Under these considerations both models combined were correct,
but none of it found both misallocations. The original method rated the sales affiliates
in South Africa, Mexico, and India as a Misfit. However, all three sites were closely
located to the border to the hierarchical segment and therefore the advanced method

with the medium field took that circumstance into account much better.
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Overall, the original method identified 8 Misfits (18% failure rate) while the advanced
method showed 6 Misfits (failure rate 13%). This confirms the gt Case-Hypotheses
which predicted correctly the target-oriented coordination according to the theory (re-
fer to Appendix 58). In addition, the accurate measures (excluding the misallocations
in France and Belgium) proved the 2" Model-Hypothesis. The deviation of Misfits,
measured by the difference measurement, on average stood at 1.0. The absolute devia-

tion stood at 6.2 for 15 subsidiaries (refer to Appendix 58).

In the theory of the Requisite Complexity, the results of the previous analysis have
been assessed a Differentiated Fit. The coordination of the affiliates was differentiated
by country, but an integrating coordination mechanism for dealing with the global
market was missing (8" Case-Hypotheses confirmed). These results reflect very
well the situation of that time, in which the board of the newly established enterprise
started off the worldwide coordination according to priorities and not worldwide at
the same time (refer to Appendix 59). They started with the production affiliates by
unionizing them in BUs, and then increasingly the marketing affiliates through an in-

tensive CI program. The 3" Model-Hypothesis was confirmed in this case.

For the first time, an allocation of subsidiaries within the portfolio Specified Roles
existed (refer to Appendix 60). The managers saw the reason for that in the sub-
optimal allocation of resources, since the group was still in the post-merger phase
(12™ Case-Hypotheses confirmed). However, they saw their task not in attributing
strategic roles to their affiliates in this disorderly situation but rather in optimizing the
corporate assets. The analysis-result of measuring coordination on the basis of the
flow of goods, information, and resources was positive for the first time (refer to Ap-
pendix 61). Only 7 Misfits (16% failure rate) from 45 individual measures could be
detected. The excess resources for Belgium were correctly identified and truly the af-
filiate had to be managed more formal and centrally (in the Internal Differentiation
approach both measurements were at the lower border indeed). Japan correctly was
identified as Black Hole. In an important market no resources could allocated due to
the closed market. The production sites represented in the BU management were cor-
rectly categorized as Strategic Leaders. This confirmed the 5™ Model-Hypothesis,
which stated that the coordination on the basis of strategic roles can be analyzed real-

istically. However, the basis was a misallocation of corporate assets.
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5.24  The Case of Philipp Holzmann (2000)
5.2.4.1 Starting-Situation and Case-Specific Hypotheses

Philipp Holzmann reported insolvency for the first time in 2000, and after several res-
cue attempts, it entered into bankruptcy proceedings two years later**. There were not
only huge project losses but also the coordination of foreign and domestic subsidiaries
was practically nonexistent*. Therefore, the company served as a negative example
for the model test. In the event that good results were achieved anyway, the analysis

instrument has to be questioned. Therefore, the

13™ Case-Hypothesis is: All three coordination mechanisms will show a low for-
mation due to the lack of a coordination strategy.

14™ Case-Hypothesis: Accordingly, the coordination-structure Ad Hoc Variation
(theory of the Requisite Complexity) is expected. In addition, the coordination
structure will be differentiated but not according to the theory and without an

integrating mechanism (theory of the Internal Differentiation).

The market demands for the construction industry, which can be considered transna-
tional**’, were very high, and thus the result should be even clearer. But even when
globalization barriers existed, a global coordination of subsidiaries in the construction
industry is essentially. The transfer of know how through formalization and normative
integration should have given a fruitful basis for competitive advantages (refer to Ap-
pendix 62). Moreover, the subsidiaries of Philipp Holzmann received only little equity

427 Therefore, the

capital and technological know-how from the parent in Germany
15™ Case-Hypothesis is: For the Role Model it is expected that the resource levels
will be low for all affiliates, even in strategically important markets; except in for
USA, where high hidden reserves were suspected.

424 Refer to public media statements of the Philipp Holzmann AG. See also the Annual Reports of 1999 and 2000.
423 Expert-interviews.
426 Cf. Kux, B./Rall, W., 1990, p. 77, Annual Report Philipp Holzmann AG,1989 and 1999 and expert-interviews.

27 Cf. Enterprise internal documents and expert-interviews.
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5.2.4.2 Analysis of the Case

At Philipp Holzmann the subsidiaries enjoyed a very autonomous life style. They
were not connected to any formal structure, and the Holzmann culture did not exist
abroad. Appendix 63 shows a low average level of coordination for all three mecha-
nisms (correspondingly high for the autonomy). The 13" Case-Hypothesis could
therefore be confirmed. The EPRG-Scheme could not be used again because the

regio-centric segment does not allow evaluations.

Next was the measurement of the coordination on a group-level by the Network-
Configuration. This coordination model does describe the case of high global inte-
gration with simultaneous national adaptation demands (transnational). It shows three
Misfits to the theory in the case of Holzmann (refer to Appendix 64). This statement
was correct in the context with the measured coordination mechanisms. Interviews
with managers had confirmed this as well. The 4t Case-Hypothesis in the case of

Holzmann was confirmed.

The study of the situational approaches did not produce useful results at all. The
normative integration correlated slightly negative with both variables (refer to Appen-
dix 67), which even contradicts the hypothesis. The resource level correlated — as in
the case of SGL Carbon — positively with centralization (autonomy 0.91, refer to Ap-
pendix 65) and formalization (0.51, refer to Appendix 66). The Situational Hypothe-
ses 1 and 2 can therefore be confirmed, but all others have to be discarded (refer also

to Appendix 106).

It was then analyzed whether Holzmann perhaps coordinated its subsidiaries accord-
ing to the concept of Internal Differentiation. The transnational market demands
were shown nicely by a high degree of environmental complexity for all subsidiaries
(refer to Appendix 68). Out of 27 measured single coordination mechanisms, both
measurements — original and modified — showed 16 Misfits (59 %) to the theory (refer
to Appendix 72). Obviously Holzmann did not coordinate its subsidiaries and thus the
negative differentiation compared to the other cases was performed successfully. The
2" Model-Hypothesis for the Internal Differentiation and the 14" Case-Hypothesis

could be confirmed as well, since the result inversely confirms the positive results of
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the other companies. The individual results for subsidiaries will not be further com-
mented (refer to Appendices 69, 70, and 71). But the deviations of the Misfits - meas-
ured by the difference measure - are of interest. On average the difference measure
stood at 1.3, significantly higher than with the other three corporations (1.0 for all
others) and clearly differentiated the measurement. The absolute deviation stood at
22.9 for only 9 affiliates which clearly show the significance of the results for the the-

ory Internal Differentiation.

This plainly erroneous coordination was also expressed clearly in the concept of the
Requisite Complexity (refer to Appendix 73). The required coordination structure of
the Differentiated Network in a transnational market was contrasted by the non-
structured coordination type Ad Hoc Variation. However, this clear result had to be
seen somewhat relatively, because of the similar result in the case of Bosch EW (refer
to Appendix 31). Bosch EW was coordinated far better than Philipp Holzmann but the
concept did not highlight the differences. The result could indicate that Bosch EW
may was coordinated according to the theory Internal Differentiation, but experience

figures are still missing to decide on a theoretical solid basis.

The analysis of possible Strategic Specified Roles for subsidiaries showed again a
correlation between the strategic importance of local markets and the resource levels
of subsidiaries (correlation of 0.71, refer to Appendix 106). A concept of strategic
roles did not exist in the Holzmann Group. This was also highlighted by the results of
the coordination measurement on the basis of internal flows. With a total of 18 Misfits
in 27 measurements (67%) a clearly differentiated negative example emerged when
compared to the cases of Hoechst and Bosch, which also showed many Misfits but
significantly fewer than Holzmann (refer to Appendix 74). Since the resource level

for all subsidiaries was low as predicted, the 15" Case-Hypothesis was confirmed.
Overall the negative results for Philipp Holzmann proved the other measurements to

be in the right direction. Now the interim results will be compared and conclusions for

the follow-up study in 2004 will be derived.
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5.3 Interim Results of the Initial study (1993-2000)

The average measurement of individual coordination mechanisms over all countries
produced the expected positive results and all Case-Hypotheses were confirmed.
Only Case-Hypothesis 2 regarding the crusty structures at Bosch EW could not be
confirmed, but mainly because it could not be operationalized adequately. This result
already points out that the analysis-instrument — on the basis of the questionnaire used
— measured the coordination mechanisms accurately. In sort of a double test, the per-

sonal interviews lead to the same conclusions.

The analysis by means of the EPRG-Scheme produced a satisfactory result only in
the case of Hoechst. The situation at SGL Carbon was not portrayed realistically. In
the two cases where enterprises had a region-centric focus (Bosch and Holzmann) no
statements could be made at all(refer to Appendix 108). Thus, it became clear from
this initial study that the model creates problems in the analysis of coordination. It
could not be adjusted or improved any better and no additional theoretical basis could
be included. The 1% Model-Hypothesis that tests the practicability of the EPRG
scheme therefore has to be questioned, and it has to be excluded from the further use
in the follow-up study. In contrast the coordination model, on the basis of the Net-
work Approach based on the theory Transnational Solution, provided reliable results
in all four cases. The 4™ Model-Hypothesis examining the usability of the network
model in practice has been confirmed for the initial study, and the model can be used
further in the form presented. In the follow-up study now the modified method for the

Internal Differentiation will be used only.

The result of the Situational Approach was disappointing. Only in two enterprises
correlations as could be found between the coordination mechanisms and the resource
level only. The sum of individual results let assume that only the resource level can
provide conditional statements concerning the coordination of subsidiaries. However,
the environmental complexity did not provide acceptable analysis results. These re-
sults were confirmed by the overall statistical result measured over all four companies
(Appendix 107). The resources level correlated positively with all coordination

mechanisms: autonomy 0.446, formalization 0.704, and normative integration 0.526.
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This confirms the Situational Hypotheses 1, 2 and 3 regarding the correlation the
resource level with all three coordination mechanisms. The Situational Hypotheses
3, 4 and 5 must be discarded in the context of the correlation between the environ-
mental complexity and all three coordination mechanisms. The Situational Approach
will therefore not explicitly measured in the follow-up study anymore (refer to Ap-

pendix 107).

For the further analysis in the follow-up study based on the theory of Internal Differ-
entiation it is important to monitor how the underlying assumptions of the present
initial study compared to the original study. This is to make sure that both studies
have the same kind of theoretical and statistical basis. The discovered correlations
from the current initial study behaved excellent in comparison to the original study by
Nohria and Ghoshal. The figures are largely compatible with each other, except the
correlation between centralization and environmental complexity. In this study the
correlation coefficient is only —0.03 in comparison with —0.27 in the original study
(refer to Appendix 109). Nevertheless, it is assumed that the examination of the Inter-

nal Differentiation can be conducted without problems with the existing set of data.

The test whether the theory Internal Differentiation could be applied in practice only
succeeded with a heavily modified analysis method. However, the modified method
of analysis was very accurate and the managers could identify themselves again in the
measurements. The 2" Model-Hypothesis was therefore clearly confirmed by the
initial study and clearly showed the practicability of the theory of Internal Differentia-
tion. The reading of the difference measure clearly showed that the difference as to
Misfits at Bosch EW, Hoechst and SGL Carbon stood at @ 1.0 (refer to Appendix
110). In contrast the deviations from the theory at Philipp Holzmann were signifi-
cantly higher (@ 1.4). The negative example was thus clearly differentiated from the

other cases.

The concept of the Requisite Complexity was clearly confirmed for all four cases
(Model-Hypothesis 3). However, two problems occurred. None of the enterprises
showed a dominant, integrating coordination mechanism. Therefore it was still doubt-
ful whether the model would reflect such cases correctly. Because of that, the model

has to be analyzed further with the data from 2004. The problem of equal evaluation
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results of the coordination quality of Bosch EW and Philipp Holzmann is a graver
one. Only the difference measurement provided some information about the degree of

difference in the coordination.

It is doubtful whether the coordination structure of Bosch EW might be the Differen-
tiated Fit. None of the two theories — neither the Requisite Complexity nor the Inter-
nal Differentiation — provide instructions on the question from which number of Mis-
fits on the coordination structure changes from one category to another. The same
problem could arise when measuring dominant coordination mechanisms. Neither the

theory nor the few existing case studies have allowed a classification until now.

The approach to measure and implement coordination mechanisms according to the
Specified Strategic Roles of subsidiaries could not be confirmed and the 5™ Model
Hypothesis therefore was dismissed. Only in the case of SGL Carbon could a positive
result be achieved due to a suboptimal resource allocation. The negative case of
Holzmann (Misfit-rate 67%) could at least be clearly distinguished from other cases
(Misfit-rate 42%, 43% and 16%). Furthermore, it became clear that the variables re-
sources level and importance of local Markets are not independent variables. In all
four case studies they correlated with the coefficient of 0.664 relatively strongly, and

therefore, the depiction of a portfolio is in question (refer to Appendix 107).

The results gained so far will now be checked again by means of current data from

2004 in an independent study.
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6. Empirical Follow-up Analysis in 2004 to Study the Differentiated

Coordination on Multinationals

In 2004 a second interview session was conducted with the enterprises that had par-

2 The measurement and analysis instruments that

ticipated in the initial study before
had been developed were intended to be used on current data and put through another
test. Simultaneously, the second study provides an opportunity to conditionally gain

trends regarding the international coordination by German multinational enterprises.

6.1  The Case of Bosch EW (2004)
6.1.1 Change of the Situation since 1993

A clear development can be observed at Bosch EW. The price pressure in the market
for power tools has increased enormously and the demand for globalization has grown
stronger. The competitors Hilti and Metabo have positioned themselves well in the
market and Makita, which was already organized transnational before, acts aggres-
sively in the market. Black & Decker, which had implemented a global strategy in the
transnational market, has become less successful in the meantime and their ranking
has fallen. The EW-activities have been unhinged from the country affiliates, and the
powerful “country lords” have lost their autonomy. The headquarters assigned prod-
uct-area-managers within a worldwide product-segment-organization. Within
Europe a marketing- and logistics system has been installed in order to optimize coor-
dination. It will be interesting to analyze whether Bosch EW has further differentiated
its structures, or whether a worldwide integrating coordination mechanism has been

installed*”.

Due to price pressure the production has been transferred increasingly abroad, e.g. to
China, Hungary, Malaysia and Brazil. The marketing management for overseas
(VUB), which was considered as poorly coordinated in the previous analysis, has
been dissolved. In Asia and the USA, regional headquarters have been established,
which manage the business more centrally and closer to the markets. Thus, there are

no global responsibilities within the product-section-organization but rather regional

428 Except the Philipp Holzmann AG which is already subject to insolvency procedures.

42 Expert-interview. Cf. Bosch, 1998.
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ones which are selected by their abilities and resources*’. In Asia, marketing and
sales are managed from Honk Kong, Controlling is located in China, and the coordi-
nation of production is in Malaysia®*'. The regional US headquarters also takes care

of the South American market**

. This trend is clearly a move towards a transnational
organizational form, as described by Bartlett und Ghoshal 1990/2002. It remains an
interesting subject to study whether the affiliates received strategic roles according to

the introduced model.
6.1.2 Analysis of the Case

The measuring of the coordination mechanisms by worldwide average figures shows
a clear change. The degree of autonomy has distinctly fallen from @ 3.4 to @ 2.5 (re-
fer to Appendix 21 and 76). The growing centralization is clearly portrayed in the re-
organization and introduction of the product-area-organization with regional head-
quarters. The new system for the marketing process could be the reason for the slight
increase of formalization from @ 2.8 to @ 3.0. The normative integration has also
risen slightly from @ 2.9 to @ 3.1. On group-level, the analysis of Network Configu-
ration shows 3 Misfits (as before) and with a tolerance rate it shows one Fit to cen-
tralization (refer to Appendix 77). It appears as little has changed in the coordination
at Bosch EW. Therefore, it could be questioned whether the 4™ Model-Hypothesis
could be confirmed. Further analysis against the background of the following theories

has to be done.

The analysis of the Internal Differentiation shows a new and positive result. It
seems as if Bosch EW has directed the coordination mechanisms Formalization (1
Misfit, (before 3 Misfits, refer to Appendices 28 and 80) and normative integration (1
Misfit, (before 3 Misfit, refer to Appendices 29 and 81) in accordance with the theory.
Centralization has even been developed to become the dominant and worldwide inte-
grating coordination mechanism (3 Misfits, before 8 Misfits, refer to Appendices 27

and 79).

430 See also Davidson, W.H./Haspelagh, P., 1982, pp. 125-132.
#l Cf. Bosch, 2002, pp. 11-25; Bosch, 2003.
2 Expert-interview.
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The phenomenon of a dominant coordination mechanism has now appeared for the
first time. The evaluation has been carried out as follows: The dominant mechanism
was assessed as a Fit when the measure was above 3.7 on the scale from 1 -5. Thus,
the additional transaction costs (formalization and normative integration) and increas-
ing conflicts (centralization) have been justified together with the advantages of the
globally integrating function. Using the Celanese-case as an example, in another pilot

study, these assumptions were tested in several variations*”.

In the case of Bosch EW, only 5 Misfits to the theory remain, or a deviation rate of
10% (before 12 Misfits, 25%, refer to Appendix 82). The total deviation of Misfits
measured by the Difference-Measure decreased to 5.2 (before 11.8) and the average
deviation to @ 0.4 (before @ 1.0). Thus, a clear trend towards a more differentiated
coordination can be interpreted. The changes in reality have been recognized clearly
and pointed out by the measurement instrument, and thus the 2" Model-Hypothesis

1s confirmed.

The evaluation of the new coordination strategy according to the Requisite Complex-
ity shows that Bosch EW has improved in both categories of assessment. The coordi-
nation is now differentiated according to the Internal Differentiation. In addition,
global and integrating coordination is applied through a dominant centralization. This
leads to the coordination form of the Differentiated Networks, which ideally suits the
transnational market for power tools (refer to Appendix 83). The tendencies are well

combined together on the group-level and this confirms the 3" Model-Hypothesis.

The analysis of the coordination mechanisms according to the Specified Roles shows
a good result as well. Only 7 Misfits or a 15% deviation rate from the theory (refer to
Appendix 85) occurs. But the result is deceiving. The affiliates are still located on a
straight line within the portfolio (refer to Appendix 84), which means that resources
are distributed according to the strategic importance of the local markets (correlation
0.87, refer to Appendix 106). Bosch EW has delegated the role of regional headquar-
ters only in strategically important markets. It seems as if the positive results came by

chance, because the fundamental assumptions to the theory are still inconsistent.

433 Cf. Launer, M., 2004c.
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6.2  The Case of Celanese (2004)
6.2.1 Changes in the Situation since 1994

Celanese came into existence from a spin-off of the business area "chemicals" from
the former Hoechst AG, and can be considered as its succeeding enterprise**. The
company went public and, simultaneously, the new board of management (Vorstand)
reconstructed the whole business globally and directed it consistently towards core-
and target markets. As described in the case-model of Hoechst Chemicals, the market
of chemicals is a global market. Barriers are almost non-existent and, thus, basic
chemicals are exported worldwide. Due to the strong pressure on prices, and due to
the high environmental regulations in Europe, products are increasingly produced lo-

cally in the regions abroad*”.

To improve coordination, new systems and processes have been introduced world-
wide. The introduction of SAP R/3 should be mentioned in particular, in which in
1994/95 the Hoechst AG became the DAX-showcase model for SAP. Additionally,
the board of directors initiated a worldwide Corporate-Identity-Program in order to set
the right mood for former employees of Hoechst for the newly established Celanese
AG. Due to the new Cl-strategy, it should be expected that the normative integration
of employees has increased worldwide. Celanese now strives more consistently than

Hoechst Chemicals for a global strategy.

6.2.2 Analysis of the Case

The analysis of the average values of individual coordination mechanisms shows
that the board in the succeeding enterprise of Hoechst have centralized the coordina-
tion distinctly (autonomy level from @ 3.7 to @ 2.2, refer to Appendix 35 and 86).
The centralization has become a dominant and globally integrating coordination
mechanism. The introduction of globally unified systems — e.g. SAP — is clearly no-
ticeable. The average figure for formalization rose from @ 2.7 to © 3.8 at present, and

thus it has become an integrating element in the worldwide coordination.

44 Cf. Berthoin, A., 2001; Eckert, S., 2000, pp. 95-135; Jungbluth, R., 1999, pp. 110-113.
5 Cf. Celanese, 2003.
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The CI-Program shows its effects as well. The normative integration has risen on av-
erage in all countries from @ 2.9 to @ 3.9. Thus, the normative integration is a domi-
nant coordination mechanism as well. According to the Network Configuration, the
assessment of the coordination mechanisms on group-level shows 2 Fits (centraliza-
tion and formalization) to the theory (3 Misfits before, refer to Appendices 36 and
87). Therefore, the improved coordination is well portrayed. The normative integra-
tion, however, is a Misfit because in a global strategy it is not needed as dominant co-
ordination mechanism. The increase in normative coordination is assessed as a Misfit,
because it is the most expensive mechanism. The model shows well the advantages
and disadvantages of coordination, and therefore the 4™ Model-Hypothesis in this
case is confirmed again. The example could also be used ideally for a pilot study for

436

the assessment of dominant coordination mechanisms ™. It is doubtful, however,

whether three strongly formed mechanisms for the coordination are not too much.

The analysis of the Internal Differentiation has now been carried out on the basis of
dominant coordination mechanisms. Thus, only 4 Misfits appear for centralization
(refer to Appendix 89), since the USA, China, Sweden and Mexico show a medium
level autonomy only. While the subsidiaries Sweden and Mexico could still be man-
aged somewhat more centrally in China and the USA this is not to be expected. Nev-
ertheless, the result reflects reality well (refer to Appendix 93). The assessment of the
transaction costs was ignored because the demands only requested the highest possi-
ble coordination from all three mechanisms. The appropriateness of the 2" Model-
Hypothesis is confirmed and the reality reflected but the assessment of the costs of

the globally integrating mechanisms is diluted.

The presence of the dominant coordination mechanisms according to the theory Reg-
uisite Complexity result in an Integrated Structure (refer to Appendix 93). Since none
of the coordination mechanism is implemented in a differentiated way, the coordina-
tion structure of Structural Uniformity is given. According to the theory, this will
produce optimal coordination results, something that might be seen from the rising
share prices of Celanese. The surplus of coordination is not assessed here either. The

3 Model-Hypothesis is confirmed but with reservations.

4 . . . S .
36 To remember: in the pre-studies the case of dominant coordination instruments did not occur.
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The analysis of Specified Roles also shows in the present case, that the resources are
used in relation to the strategic importance of the market (refer to Appendix 106). The
correlation coefficient at 0.87 is very high, although the variables of a portfolio should
be independent from each other (low or no correlation). The examination of the the-
ory-compatible implementation of the coordination mechanisms results in the high
Misfits rate of 15 (31% Misfits-rate, refer to Appendix 95). This surprises, because
previously the coordination that was analyzed was rather too good, but maybe too ex-
pensive. The 5 Model-Hypothesis therefore again cannot be confirmed. Now the

examination of SGL Carbon remains.

6.3  The Case of SGL Carbon (2004)
6.3.1 Changes of the Situation since 1997

After a fantastic rise of the enterprise and a fivefold increase in share price, in com-
parison with the issuing price in 1995, at the initial public offering, SGL Carbon faced
a Class Action Suit in the USA in 1997. In 1999 the enterprise had to finally plead
guilty. A record fine was paid, which was only surpassed shortly after by the vitamin
scandal of Roche and BASF*’. In combination with the steel- and Asian crisis
1997/98, the enterprise came close to a liquidity crisis in 2003*®. A successful capital
increase in 2004 brought the necessary capital in order to continue the strategy of

growth in the innovative areas of the company.

In the business area graphite electrodes the coordination had to be rethought com-
pletely. The market had become extremely competitive, prices had been more than
halved, and supply had to be reduced to avoid overproduction on the market. The 2
BUs - Europe and USA - were dissolved in 2002/03 and one single BU-management
was installed in the headquarters in Wiesbaden. Furthermore, the managers of the
production locations were no longer represented in the BU, but new and globally re-
sponsible managers were nominated. The new team implemented a fundamental re-
organization of the business area, and at the beginning of 2004, positive results were

achieved again. The analysis of the coordination strategy is therefore very interesting.

7 Country-intern the case of ENRON and WorldCom are probably much higher in the ranking today.

438 Cf. Annual Report SGL Carbon Group, 2003.
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6.3.2 Analysis of the Case

When measuring the average figures throughout all affiliates a clear change in the co-
ordination-strategy is shown. The centralization at an average value of @ 1.9 (before
0 2.8, refer to appendices 55 and 96) has become a dominant coordination mecha-
nism. The normative integration has developed into a worldwide integrating coordina-
tion mechanism as well and has been assessed with @ 4.1 (before @ 3.1). This result
could not be attributed to the Cl-strategy only. When questioned it was reported that
all leading managers had been committed specifically to the new strategy. In numer-
ous strategy meetings and personnel conversations the objectives have been commu-
nicated and further passed on globally. Finally the enterprise had no other choice. The
motto, not to build bureaucratic structures, has obviously been upheld. The degree of

formalization has risen insignificantly from @ 2.3 to @ 2.8 at present.

The Network-Configuration model now shows one Fit to the theory (centralization).
Instead of developing the formalization into the dominant mechanism according to the
theory, SGL decided to gain a strong normative integration of the employees which
corresponds more with a transnational rather than global coordination strategy. The
model assesses the increase in coordination with two Misfits (formalization and nor-
mative integration). From this, good recommendations for action can be derived, e.g.
to implement globally the more economical formalization as an integrating element

and thus save coordination costs. The 1% Model-Hypothesis is therefore confirmed.

The analysis of Internal Differentiation shows that the difficult situation forced the
enterprise to coordinate effectively and efficiently. The assessment of the individual
affiliates — under consideration of two dominant coordination mechanisms — resulted
only in 3 Misfits in relation to the theory (refer to Appendix 102). Misfits occurred in
only two affiliates. China (2 Misfits) still remains a unit difficult to coordinate. It
seems that the formal systems have not been transferred fully, and socialization of
employees seems difficult due to the cultural differences. Singapore seems to be con-
nected to all formal systems, although this would not have been necessary according

to the theory.
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The total deviation according to the measurements by the Difference-Measure has
decreased to only 3.0 (before 6.2), the average deviation remained high (1.0 versus
1.0). The 2" Model-Hypothesis for the Internal Differentiation can therefore be con-

firmed again.

The examination of the Requisite Complexity shows that SGL Carbon is over-
coordinated in its core business (refer to Appendix 103). The global market only re-
quires one globally integrating coordination mechanism, but SGL has two of them.
Additionally the formalization is implemented worldwide in a differentiated way, and
this increases the complexity of the organization. Generally, a high degree of coordi-
nation is welcome but, with it, transaction costs occur which can be a disadvantage
especially during a turn-around phase. The model assesses the strategy sufficiently

and thus the 3" Model-Hypothesis is confirmed again.

Through an observation of the portfolio of Specified Roles it becomes clear that as-
sets have been ordered anew. As in all other enterprises, the resources are distributed
according to the strategic importance of the local markets (refer to Appendix 104).
The restructuring was probably also due to the crisis situation during which surplus
resources were redirected. However, the coordination mechanisms, very obviously,
were not implemented according to internal flows of goods, information, and re-
sources or according to strategic roles. The coordination model based on internal
flows shows, with 14 Misfits, a deviation rate of 31%, which proves finally that the
model of Specified Roles is not implemented — at least in the enterprises presented in
this study (refer to Appendix 105). The variables strategic importance of local mar-
kets and the resource levels correlate again with a high factor (0.55, refer to Appendix
106), which is an indication that creating a portfolio is not justified. The Model-
Hypothesis 5 is therefore discarded again.
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6.4 Interim Results of the Current Empirical Study

The study in 2004 tested the models for differentiated coordination again as a follow-
up study. Those theories which had shown positive results in the initial study before
(1993 to 2000), proper recommendations for actions were given, and provided a more
holistic view of coordination in multinational enterprises. It could be proven again
that measuring the average figures for each coordination mechanism throughout all
countries led to an accurate measurement of coordination in multinational companies.
Also, the analysis built upon average figures on a group level, the Network-
Configurations, showed excellent results again. In addition it provided the first rec-
ommendations for action on a group-level. The 4" Model-Hypothesis regarding the
Network Approach is thus confirmed in totality and it clearly has to be given prefer-
ence over the EPRG-concept (The Model-Hypothesis 1 for the EPRG-Model has al-
ready been discarded in the initial study).

The Situational Approaches have been checked again individually as it was in the
initial study. Overall however, the positive correlation between the coordination
mechanisms and the resources level from the initial study was diluted in the follow-up
study43 ? The correlation coefficients for socialization, autonomy, and formalization in
the main-study were 0.277, 0.536, and 0.33 respectively and for all seven studies ag-
gregated 0.377, 0.339, and 0.486 respectively (refer to Appendix 107). Thus it cannot
be considered a useful context anymore. Therefore all Situational Hypothesis have

to be dismissed (Situational Hypothesis 1 - 6).

The theory of Internal Differentiation in the modified form showed again accurate
results on the basis of individual subsidiaries. Almost every one of the individual af-
filiates has been analyzed correctly and summarized on a group-level close to reality.
This is shown in the excellent improvement visible in the Difference Measure as well
(refer to Appendix 110). The recommendations for actions of individual affiliates
again were of great value. Thus, Model Hypothesis 2 regarding the practicability of

the theory Internal Differentiation was confirmed for the modified form again.

49 The correlation of the resources level with centralization in the follow-up study was only at 0.5, at 0.3 in the case of

formalization and 0.227 in the case of Normative integration.
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The combination of the theory with the Requisite Complexity again proved to be
useful again and provided good results in the practical analysis. The two measuring-
and analysis-instruments, however, provided less information for the transaction costs
analysis of dominant and globally integrating coordination. Only a high degree mat-
tered and there was no cost evaluation anymore. In contrast, the over-coordination
could be analyzed well compared to the differentiated structures, which clearly re-
sulted in an increase in transaction costs. The matching Model-Hypotheses 3 regard-
ing the usefulness of the theory of Requisite Complexity is thus confirmed without

doubt.

The model of Specified Roles again was unable to describe the reality in multina-
tional enterprises. The two variables - importance of the market and resources level,
which correlate without a doubt (correlation coefficient over the whole study 2004
was 0.758, throughout all studies 0.712, refer to Appendix 107), and do not form a
portfolio. It could be proven again that multinational enterprises distribute their re-
sources according to the strategic importance of the local markets. In cases of ineffi-
cient allocation of the resources they were arranged anew instead of delegating strate-
gic roles (case study SGL Carbon). In addition, the coordination mechanisms have not
been implemented according to the concept of the flow of goods, information, and
resources at all. The 5™ Model-Hypothesis, and thus the model of Specified Roles,
has to be discarded completely. This result is for seven case studies only and thus

should be confirmed in a larger, more statistically oriented research study in future.
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7. Conclusion, Limitations, and Implications of the Overall Results
7.1  Summary of Main Findings in the Case Study 1993 till 2004

The starting point of this thesis was the lack of appropriate analysis-instruments suit-
able for the analysis of the differentiated coordination of foreign subsidiaries in a
more holistic way on the one hand, and for the application, in business practice, on the
other hand. The analysis of internationally recognized literature showed that al-
though the topic of coordination is researched broadly and intensively in academia, it
is not presented in a satisfactory, holistic manner for the application in practice. The
main deficit is that the underlying theories lack of applicable methods for scientific
intensive-case-studies or the application in the enterprise practice. In particular, con-
crete procedures and assessment standards are missing in order to implement the theo-
ries pragmatically. Therefore, in a broadly designed literature analysis various theo-

44 . . . . . . . .
d** which examine the different coordination situations in

ries have been identifie
depth. But it became clear that the different theories did not have the same fundamen-
tal base, and they were difficult to compare and combine with each other. Therefore,
the identified theories needed to be transformed onto a unified basic structure which
consisted of the coordination mechanisms centralization of decision making, formal-

ization of procedures and systems, and the normative integration of employees.

In a pilot study, using the case study of the Bosch EW, the attempted was made to

41 1t became clear that the

apply the different theories in practice for the first time
implementation of the derived theories could not be carried out as they are described
in literature and an initial study was necessary to find out how the theories could be

implemented methodically in practice. In this empirical initial study,**

with the help
of the data from four enterprises (1993 — 2000), a pragmatic method for the imple-
mentation of the respective theories was developed in a lengthy iterative process for
each theory. The result were then applied to and analyzed with current data of 2004 of

the same enterprises in an empirical Follow-up-Study.

The basis of the analysis-instrument is a well developed questionnaire for managers

within the headquarters. It was shown that the key informant approach based on one

440 Cf. Launer, M., 2004a.
hat Cf. Launer, M., 2004b.
442 Cf. Launer, M., 2004c.
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questionnaire per company was not applicable in business practice. At least three
questionnaires prepared by high level managers were necessary to gain satisfactory
results. While the original studies of Nohria and Ghoshal were developed on at least
two questionnaires in broad empirical studies, which is acceptable for academic pur-
poses, others still use the key informant approach. To gain accurate results for each
and every subsidiary in business practice, three and more questionnaires per company

lead to satisfactory results. The following table shows the results in a summary.
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All Cases

Socialization 1.000

Autonomy -0.260 1.000

Formalization 0.584 -0.036 1.000

Env. Complex. 0.377 0.020 0.050 1.000

Resources 0.377 0.339 0.486 0.468 1.000

Strat. Import. 0.347 0.152 0.225 0.736 0.712 1.000

Case Studies

1993-1997

Socialization 1.000

Autonomy 0.141 1.000

Formalization 0.614 0.352 1.000

Env. Complex. 0.387 0.029 0.273 1.000

Resources 0.526 0.446 0.704 0.445 1.000

Strat. Import. 0.370 0.067 0.327 0.719 0.664 1.000

Case Studies

2004

Socialization 1.000

Autonomy -0.129 1.000

Formalization 0.325 0.330 1.000

Env. Complex. 0.402 0.147 -0.207 1.000

Resources 0.277 0.536 0.330 0.487 1.000

Strat. Import. 0.379 0.470 0.133 0.754 0.758 1.000

Figure 12: The underlying statistical data in an overview
Source: Own Depiction
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In numerous tests between theory and practice it was shown that the three coordina-
tion mechanisms centralization, formalization, and socialization can be satisfactorily
and accurately measured with the developed research design. However, it was shown
that each academic theory needed to be adapted and further developed to be able to
use it in business practice. Therefore, adjustments were made to each original theory

and measurement method to adapt the analysis-instrument to business practice.

The majority of the coordination theories refer to the EPRG-Scheme developed by
Perlmutter (1969), an approach that is without empirical validity and purely theoreti-
cal. The application of the coordination mechanisms was not explicitly described in
the original theory. Therefore, an own method had to be developed to measure the fo-
cus in corporations for the clusters of ethno-, poly-, geo-, and region-centric orienta-
tion. The developed model, however, was not convincing in practice even after sev-
eral methodogical adjustments. The model was still unable to describe the reality of
coordination in multinational enterprises sufficiently, and the derived recommenda-
tions for action were hardly acceptable. It might be that the developed analysis-
instrument was not appropriate or that the questionnaire wasn’t able to measure the
theory appropriately. However, the original model does not provide any support to
operational the theory into practice. The different approaches were tested and dis-
cussed with managers of various companies. It seemed that the theory is popular but

not really applicable in terms of the coordination of subsidiaries.

A very similar model, with slightly different assessment standards, provided good re-
sults that can be applied in practice. The coordination model described in the theory
of the Transnational Solution by Bartlett and Ghoshal showed on the basis of different
Network Configurations satisfactory results in both, the initial and follow-up study.
Thus, the managers accepted the analysis results and recommendations. The classifi-
cation of coordination strategies in international, multi-domestic (multinational),
global and transnational was well understood by the interviewed managers. The
model summarizes well the measurements of coordination mechanisms on an average
basis, it assesses them accurately, and it offers useful alternatives for action. The

methodogical adaptations to the model for its use in practice were minimal.
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However, both, the EPRG scheme as well as the network model describe coordination
on a group level only and don't differentiate among subsidiaries. The subsidiaries are
treated equally in a black box approach. The next analysis step therefore looked at the

subsidiaries individually.

Situational and Contingency Analyses were conducted that analyze the three coor-
dination mechanisms for each country in relation to the environmental complexity of
the respective markets and the resources level of the subsidiaries. But the results — as
illustrated in the literature before — differed strongly and did not provide useable rec-
ommendations for action. In the initial study, it appeared as if the resource levels of
the subsidiaries would allow statements regarding the implementation of the three co-
ordination mechanisms. But the follow-up study as well as the complete overview re-
vealed that these statements could not be maintained empirically. One reason for this
is probably that situational approaches show simple If-Then-Relationships, and they
study only individual coordination mechanisms (not in combination). In addition, lots

of other influential factors, such as transaction costs, are not taken into consideration.

The advanced analysis approach of the Internal Differentiation by Nohria and Gho-
shal assesses the coordination mechanisms of individual affiliates based on transac-
tion costs. Initially, the model couldn’t be satisfactorily applied to individual affili-
ates. The approach was modified significantly, tested several times, and with the help
of the interviewed managers, it was calibrated and adjusted. Each partial step was
documented in figures and graphics, and supported by examples from the practice.
The final version of the further developed analysis-instrument provided a very good
basis for the analysis and derivation of recommendations for the coordination of indi-
vidual foreign subsidiaries. The concept developed by the author has shown to be ex-
tremely suitable in practice. Each individual case study produced accurate analysis
results and useful recommendations. Through profound individual analyses each indi-
vidual subsidiary was examined as to whether the model produced adequate results,
how the current coordination status in each affiliate was, and which changes were re-

quired in order to manage it in accordance with the theory.

To make the theory of Internal Differentiation more pragmatic the simple classifica-

tion had to be improved, because the evaluation of coordination mechanisms in high
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and low was not accurate enough. For both dimensions a Medium Section was added
which did not exist in the original theory. The results improved, but the subsidiaries
were still not accurately examined yet. Sometimes one answer of a single question-
naire that differed extremely from all others was able to negatively influence the re-
sult. Therefore, a Tolerance Measure was introduced to the analysis-instrument. This
eliminated extreme evaluations of single questionnaires. These adjustments lead to
accurate results. Additionally, a new measuring instrument was developed, the Dif-
ference-Measure, with the help of which the enterprises could now be compared with
each other. It was helpful in particular to better understand the evaluation of the over-

all results of the theory.

The second, empirically and profoundly validated model, the theory of the Requisite
Complexity by Nohria and Ghoshal, is directly built upon the theory Internal Differ-
entiation. While in literature the two theories Internal Differentiation and Requisite
Complexity are presented separately, the results of this thesis showed the compatibil-
ity of the two. It was shown that both theories can be used as one analysis tool. The
managers that were interviewed considered the gained analysis results as correct, and
they found the recommendations for action helpful. But the classification of the coor-
dination mechanisms into the provided clusters created some difficulties. The theory
does not offer help to evaluate the measurements as to when a coordination mecha-
nism is implemented in a differentiated or integrating way. Therefore an own classifi-
cation was developed and checked by means of the first experimental figures. Another
problem was the assessment of integrating or so-called dominant coordination mecha-
nisms. Due to the high formation of the coordination mechanisms in all countries, the
efficient implementation — assessed through transaction costs — could not be checked
anymore. However, the combination of the theories - Internal Differentiation and
Requisite Complexity - unified the perspective of the enterprise headquarters with the

local circumstances of each subsidiary in an ideal way.

The Transnational Model by Bartlett and Ghoshal on the basis of Specified Roles
for individual subsidiaries, which pursues a completely new analysis approach, was
not convincing in any way. To begin with, a solid theoretical basis was lacking. The
two variables, strategic importance of local markets and the resources level of sub-

sidiaries, correlated strongly and thus did not form a two-dimensional portfolio accu-
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rately. The variables should have been independent from each other. However, it be-
came clear that as the companies provided more resources to the subsidiaries the more

strategically important the respective local market was.

Overall, the completely new foundation of the theory viewed the coordination on the
basis of the company-internal flow of goods, information, and resources. But this
foundation lacked of a theoretical fundament and could not be observed in practice of
German companies at all. An examination, as to whether the coordination mecha-
nisms were implemented on this new basis, did not reveal any context. The theory

therefore was not able to be applied in the analysis of coordination matters.

Overall, the thesis shows that theories with a solid fundament are more successful in
practice than so called weak theories without broad empirical analysis. While the the-
ory of Internal Differentiation and Requisite Complexity still shows some minor
shortcomings and room for improvements it showed that the solid theoretical base and
broad empirical analysis led to a theory applicable in management practice. The non-
empirical theory of Perlmutter for example not only is criticized in science but was
also unusable in practice. The various attempts to describe coordination based on a
pure situational basis with various contingency approaches failed as well. But the
questions still unanswered are why these approaches fail in intensive case studies. It
might be a methodical problem, the way to phrase the questions, or how to interpret
the results. However, the interviews conducted for this thesis showed a clear result

that they weren’t applicable in the companies studied.

In the various conversations conducted before 2000, no participating corporation
showed a methodically process in the development of coordination strategies. In con-
trast, the follow-up study in 2004 made it clear that the topic of coordination had
moved far more to the forefront. Although the coordination mechanisms were dis-
cussed individually in the companies, it still appeared that a more holistic approach
that combined the mechanisms was missing. In the follow-up study, however, the au-
thor observed a more intense focus on systematically analyzing coordination patterns.
Especially the trend away from country subsidiaries managing various different busi-
ness and industries towards more business oriented affiliates with one core business

showed that the coordination could be organized much more target-oriented.
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The methods and approaches in global coordination in business practice varied
strongly. No unified approach to develop coordination strategies could be found. The
reason for this was seen in the lack of practical coordination theories and methods.
After introducing the developed analysis-instrument, the interviewed managers were
now being able to incorporate coordination issues into their corporate strategies. This
confirmed that the existing theories in academia needed an adjustment to practical

needs. Therefore the developed overall method will be summarized once more.

7.2 Application of the Developed Model for the Analysis of the Differentiated

Coordination in Multinationals

In the course of the study numerous experiences could be gained as to how the differ-
ent, modified and mutually harmonized theories and methods can be aggregated into a
complete model. The follow-up study showed that the developed process analyzed all
relevant coordination matters systematically and put them into context of each other.

The process can be summarized as follows:

1. Measuring the average figures per coordination mechanism on group-level
throughout all countries. Analysis and control of the individual results.

2. Adoption of the results from (1) and assessment with the criteria of the theory
of different Network Configurations for international, multi-domestic (mul-
tinational) global and transnational enterprises on group-level.

3. Measuring and evaluation of each affiliate with the modified method of the In-
ternal Differentiation. Summarizing the single results in a portfolio for the
assessment on a group-level.

4. Calculation of the Difference Measure for the assessment of the quality of re-
sult of (3) and comparison with all other company results.

5. Adoption of the results from (3) and assessment of the Requisite Complexity
on the group-level by the criteria of differentiated versus integrating coordina-
tion in relation to the environmental situation international, multi-domestic
(multinational), global, and transnational.

6. Comparison of the results of the Requisite Complexity (5) with the Network
Approach (2) for final check.

7. Summary of the results from (2), (3), (4) and (5).
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The developed model was tested among four companies in seven intensive case stud-
ies. It showed excellent and significant results. The underlying original theories were
developed and tested internationally. Therefore it can be assumed that the gained re-
sults and the developed analysis-instrument is usable internationally even in other

home countries than Germany as well.

It proved to be right to use a 5-point Likert scale to measure the environment, internal
situations, and coordination mechanisms even when the subsidiaries were later cate-
gorized in two or three sections only. Graphically, the subsidiaries needed to be dis-
tinguishable within the categories for practical purposes. While in science it was ac-
ceptable to just categorize the subsidiaries, in practice it was not sufficient. All sub-
sidiaries need to be separated from another and precisely positioned within the portfo-
lios. Otherwise the results were not accepted in business management. A 7-point scale
could have made the result even more precise and separate the subsidiaries even bet-
ter. While in this thesis it was used the same questionnaire as in the original theory for
validation purposes, in future the results of such analysis could be improved by using
a larger scale. When having only a small amount of questionnaires per company it
could be useful even to switch to an even number of scale points. The presented
analysis-instrument lead to significant better scientific results and broad acceptance in

business practice.

7.3 Discussion of long-term Trends in the Coordination of German Multina-

tionals

Beside the development and application of an analysis-instrument the most important
longitudinal aspects should be discussed in a before-and-after trend analysis for Ger-

man Multinationals over the 12 years of research period.

The most important observation was the impact of the major restructuring phases
German Multinationals went through during the 90ies. The large and multi-business
country affiliate that combined different business within a country under one man-
agement seemed to be disappeared. In the past, these country affiliates represented
various businesses of the conglomerates and were mainly coordinated on a holding

level. That led to severe coordination problems on a business level, in particular at
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Bosch EW, Hoechst Chemicals, and Philipp Holzmann. The globally responsible
business unit had only limited power to coordinate their local business within a coun-
try. Today, the business units have direct access to their local subsidiaries and they are
mainly independent legal units by now. SGL Carbon, Bosch EW, as well as the suc-
cessor company of Hoechst Chemicals, Celanese, have business oriented local sub-
sidiaries that get much closer, efficient and effectively coordinated by the central BU
management. The measuring results for differentiated coordination according to the
introduced theories were significantly better than at the beginning of the study in
1993. In addition, Bosch EW and Celanese introduced regional headquarters in Asia
and North America during the 90ies that further improved the efficient use of coordi-
nation mechanisms. The local presence of the respective BU management within the

key markets led to a more market and resource oriented coordination.

The results of the analysis of various Network Configurations in German multina-
tional enterprises indicated that the enterprises show a tendency from multi-domestic
and international towards implementing global and transnational coordination
mechanisms. The EPRG-Scheme showed a trend from the polycentric towards the
geo- and region-centric orientation for the researched companies, meaning there is a
trend towards more centralized coordination mechanisms. It looks like the trend from
historically determined decentralization to more centralized coordination mechanisms
continued throughout the 90ies. This result is not only true for young companies but
also for old companies that underwent large-scale restructuring phases during the last
twelve years. The change in coordination, however, might also be a result of major
structural and organizational restructurings as well as the use of new technologies and

global the cost cutting pressure.

Additionally, there seems to be a trend away from the unsystematic implementation of
coordination mechanisms in subsidiaries — which grew historically, which might have
cultural or other roots, or which follow other unknown influencing factors. There was
clearly a trend towards a more systematic Differentiation of the coordination
mechanisms in line with the theory Internal Differentiation. This means that subsidi-
aries are increasingly coordinated by means of their respective resource levels and the

complexity of the local market.
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It can also be assumed that enterprises increasingly evaluate the transaction costs of
coordination for each subsidiary. It was observed that the companies increasingly as-
sess and recreate historically conditioned coordination models. This would imply that

the enterprises will be more strategically and purposefully coordinated**.

The search for context factors, under which the implementation of a certain coordina-
tion strategy will be more efficient than another coordination strategy, seems to have
moved a step forward. While in the past a lack of context factors that describe the

d444, it now shows that the context factors, re-

successful coordination was deplore
source levels of subsidiaries and the environmental complexity of local markets, de-

termine coordination.

The historical observation that there is no dominance of person-oriented coordination
mechanisms in German multinational enterprises cannot be confirmed on the basis of
the gained results. Personal oriented coordination, which was operationalized as
more central decisions by leadership personnel and a higher socialization of employ-
ees, were in the follow-up study in 2004 higher than in the initial study from 1993 to
2000. The normative integration of employees at SGL Carbon and Celanese was even

a dominant worldwide coordination mechanism.

The analysis shows as well a tendency away from country coordination on a holding
level or Vorstand towards coordination on a business level. At Hoechst/Celanese and
Bosch EW, the respective businesses were taken out of the corporate structures and
managed directly by the globally responsible business units. This trend is based on the
major restructurings that have taken place during the 90ies in Germany. The con-
glomerate Hoechst for example was restructured completely, cut and regrouped in
business-oriented corporations, and focused on core businesses in each new unit. As a
result coordination seams to be improved dramatically. Both, Hoechst/Celanese and
Bosch EW improved there coordination substantially. It was observed that multi-
business companies were more difficult to coordinate when business functions of sev-

eral independent business units are shared or even crossed.

443 Therefore the results are very significant and a clear trend has been shown.

e Cf. Kutschker, M./Schmid, S., 2004, pp. 1036-1037.
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It also appears that nowadays the resources of the subsidiaries are more effectively
managed and the overall coordination is less bureaucratic. The coordination pattern
observed in the follow-up study in 2004 was improved compared to the former pat-
terns at the beginning of the 90ies. The interviews within the subsidiaries throughout
Europe and the US showed that the local management now was able to more concen-

trate on business.

In summary it can be stated that the intensity of coordination of German Multina-
tionals has increased significantly. The average figures of all subsidiaries showed that
especially the centralization of decisions has increased, and thus the affiliates are co-
ordinated more closely throughout the world. This could be caused by new technolo-
gies that make central management possible. When subsidiaries of German Multina-
tionals were established, centralized decision making was not possible at that time.
Decentralization therefore dominated the coordination pattern for a long time. It looks
like that the major re-organizational processes in the 90ies brought a big shift in terms

of coordination in German Multinationals towards a more global coordination.

But not only have the coordination patterns changed. During the process of restructur-
ing big personnel change took place as well**’. Former managing directors were re-
placed often specifically to remove road blocks in the middle management. It seemed
the managers used to independent decision making were not been able to adapt to the
new central coordination patterns. “There is a completely new type of managing di-
rector needed to coordinate the newly established, local subsidiaries,” a manager said.

The so called “Landesfiirsten” have disappeared.

Normative integration of employees has increased significantly as well, and in some
cases it has even developed into the dominating coordination mechanism. This result
is surprisingly since German managers in the past stated in various research studies
that normative integration would not be a point of focus. The trend did not surprise in
companies that focused on employees and corporate culture such as Hoechst and SGL
Carbon. But even the more on formalization focused Bosch EW normative integration

improved dramatically.

s Refer to the interviews and Case descriptions at Bosch EW, SGL Carbon Group and Celanese AG.
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7.4  Conclusions and Implications for the Coordination of Estonian

Subsidiaries of Multinationals

The findings of the thesis allow theoretical and abstract economic considerations re-
garding subsidiaries. Since the EPRG scheme did not provide acceptable results in
this study, a trend from ethno- and polycentric orientation towards a more region- and
geocentric orientation could be observed but not accurately measured. Based on the
Network Model, however, a trend from multi-domestic and international coordination
strategies towards more transnational and global coordination was observable. But
neither of the two approaches could give indications of coordination patterns on a

subsidiary level. Both concentrate on the group level.

Based on the differentiating coordination theories some general trends on subsidiary
level could be observed. Especially the portfolio of Internal Differentiation showed
trends that could be generalized for specific countries. If Multinationals differentiate
their coordination mechanisms according to the environmental complexity and the

resource level of the subsidiary some trends for Estonian companies can be derived.

Should the trend towards more complex coordination strategies continue to develop
small countries would have to expect certain economic effects. As shown in this
study, the subsidiaries in Argentina, South Africa, India, Australia, Holland and Bel-
gium have been placed in hierarchically structured clusters according to the concept
of Internal Differentiation. The environmental complexity, operationalized by the
technological dynamism and competitive situation, can be assumed to be low and the
resources level of affiliates will remain low due to the size of the country™. In this
case subsidiaries in Estonia would have to be managed hierarchically (as a tendency)

in accordance with the model.

According to the theory Estonian subsidiaries are in a dependent relationship to the
respective parent company abroad. Conflicts will therefore be solved through the
dominance of the enterprise headquarters in a centralized way. Figure 12 shows the

context graphically.

440 Cf. Launer, M., 2004d. See also Wesnitzer, M., 1993.
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Figure 13: The theoretical position of Estonia in the model of Internal Differentiation
Source: Own Depiction

If multinational enterprises follow this theoretical concept, the important decisions
concerning subsidiaries in Estonia would be made centrally abroad. The affiliates
would not be connected with the formal procedures and with the systems of the group,
and the employees would not be socialized and integrated into the worldwide man-
agement pool**’. This coordination model could have decisive effects on various

economical policy developments.

The lack of decisions made decentralized could negatively affect the wage dynam-
ics*® and quality of workplaces*®. Local managers who want to take on more re-
sponsibility in multinational enterprises would have to do so in other subsidiaries or in
the headquarters, and therefore they would have to leave Estonia®’ leading to a poten-
tial lack of excellent managers. The low degree of formalization could mean that less
bureaucracy is imported. But this would also mean that the Estonian subsidiaries
would not be connected to the worldwide networks of communication and coordina-
tion*'. For example, if the software SAP R/3 does not get implemented locally it

would have effects on the quality of the workplaces. The missing normative integra-

7 See also Brouthers, K.D./Brouthers, L.E./Nakos, G., 1998, pp. 485-504; Jost, T., 2001, pp. 23-29.

448 Cf. Noorkdiv, R./Orazem, P.F./Puur, A./Vodopivec, A., 1997; Philips, K., 1999, pp. 48-55.

449 Cf. Aaslund, A./Knudsen, K./Kutsar, D./Trapenciere, I, 1997; Eamets, R., 1999, pp. 4-6; Helemie, J./Saar, E./ V606r-
mann, R., 1999, pp. 56-71; Kulikov, D., 1999, pp. 19-47; Marksoo, U./Luuk, M., 1999, pp. 7-18.

450 Cf. Allison, C./Ringold, D., 1996.

1 Cf. Schuh, A., 2000, pp. 133-148.
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tion of local managers could mean that the local managers would not be integrated
into the culture of multinational enterprises*”>. The frequency of visits from foreign
managers could be limited and Estonian leadership personnel would have only few
opportunities to establish personal contacts with the enterprise headquarters and im-

portant regional headquarters*”.

What could be done by Estonia to gain more integrated coordination in foreign Multi-
nationals? The size of the country will probably not allow local subsidiaries to gain a
high level of resources. Even when achieving a higher resource level (maybe due to
strong managerial capabilities), the re-clustering into the Federated Structure would
rather lead to more formalized and bureaucratic coordination. This would not be an

appropriate target.

An extremely high technological dynamism and high product innovation rate could
re-position Estonian subsidiaries potentially from the hierarchical into the Clan clus-
ter. Within the Clan Structure a higher normative integration of the local management
could be achieved according to the theory. The decision making process would also
be more decentralized on a middle level providing more autonomy for Estonian sub-
sidiaries. By analyzing the technological trends in Estonia quite a substantial increase
in technological dynamism can be observed already. If this trend continues in the fu-
ture a much more integrated coordination of Estonian subsidiaries within foreign Mul-

tinationals could theoretically be achieved.

These tendencies should be further researched in future from a more economic point

. 454
of view ™.
432 C.f. Holtbriigge, D./Berg, N., 2002, pp. 233-256; Holtbriigge, D./Boutler, T., 2003, Holtbriigge, D./Puck, J., 2003,
pp. 46-49.
453 Cf. Holtbriigge, D., 1995; 1996a, pp. 273-292 and 1996b, 1-43; 1999, pp. 160-176; Anderson, B./Silver, B./Titma,
M./Ponarin, E., 1996, pp. 25-45.
434 Refer to a first attempt by Launer, M., 2004d. See also Pl6tz, P./Polkowski, A., 2001 and 2002; Welge, M.K./ Holt-

briigge, D., 1993, pp. 215-236.
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75 Recommendations and Remarks for Future Research

It became clear in this thesis that an analysis-instrument based on contingency ap-
proaches combined with the transaction-cost-paradigm is still most suitable to de-
scribe the differentiated coordination of foreign subsidiaries in a more holistic way.
This may seem old-fashioned compared to the latest approaches, however, it leads to
very pragmatic and broadly accepted recommendations in entrepreneurial practice.
The almost holistic model of the Differentiated Networks, which means the com-
bined approach of the Internal Differentiation and the Requisite Complexity, contains
all necessary theoretical foundations. With the advanced research method developed
in this thesis it now can be used in a pragmatic form in scientific case studies and
business practice. However, these theories have not made it yet into the study books
of International Management. Therefore a call goes out to the authors of books on In-
ternational Management to include this approach and to train students of business
management in this comprehensive and theory-guided approach. However, it has to
be mentioned that this paradigm has reached a peak in its development and could soon

be replaced by more modern approaches.

In recent years multinational enterprises are increasingly considered and researched as

intra-organizational and inter-organizational networks"™.

The theory of the transna-
tional enterprise, as a popular example, is based on such an intra-organizational ap-
proach and offers a comprehensive model for the description of the differentiated co-
ordination of foreign subsidiaries. However, the new paradigm including the approach
of Specified Roles did not convince yet. It was surprisingly that such a popular theory
was far away from acceptance in business practice. The failure of the model should be

456

confirmed in a broader, statistically significant study™. In future, role models for

subsidiaries and their impact on coordination patterns should be researched in more

depth.
435 Cf. Perltz, M., 2000, pp. 629-636.
436 Refer also to the critique by Perlitz, M./Dreger, C./Schrank, R., 1996, pp. 275-281; Hungenberg, H., 1995, p. 261, and

2001; Nedeen, C., 1994, p. 81.
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In future research more attention should be paid to the interconnections of subsidiaries
amongst each other, as well as the influence of regional decision centers, regional
headquarters and local partial networks*’. The coordination research goes even one
step further, towards the so-called inter-organizational network-research. They do
not only include the interconnections of subsidiaries among each other, but also ex-
ternal interconnections — e.g. in the form of Joint Ventures and Strategic Alliances

(refer to Appendix 111)*®.

These approaches have been a part of many academic
contributions, but the authors could not present a plausible coordination concept
yet'. Sydow (1999) provides the most comprehensive concept in this regard, based
on the constructs Market and Hierarchy within the transaction-cost-approach*®. Rall,

461

too, offers a theory about network structures™ ', that points the way ahead, and which

could lead towards a new organization paradigm®*®*.

This thesis developed a pragmatic analysis-instrument to better analyze coordination
issues in science and improve the coordination of foreign subsidiaries in Multination-
als in practice. The presented model is scientifically well grounded and in practice
broadly accepted. It allowed analyzing coordination issues in detail on a single sub-
sidiary level, trends in international coordination, inter-company comparisons, and

even lead to economical conclusions for certain countries.

47 Cf. Hiilsenbeck, J.-P., 1993, p. 70; Ghauri, P.N., 1992, pp. 357-364.

458 Cf. Renz, T., 1998; Perlitz, M., 2000, pp. 628-637; see also Kutschker, M./Schurig, S./Schmid, S., 2002a.

439 Refer to Easton, G./Araujo, L., 1989, pp. 97-105; Backhaus, K./Meyer, M., 1993, pp. 330-339; Hinterhuber, H.H./
Levin, B.M., 1994, pp. 43-47; Sydow, J./Windeler, A./Krebs, M./Loose, M./Well, B., 1995.

460 Cf. Sydow, J., 1991a; 1991b, pp. 238-254; 1992, p. 315; Sydow, J.; 1993, pp. 47-82; 1994; 1999; Ortmann, G./ Sy-
dow, J., 1999, pp. 205-220.

46l First thoughts can be read at Rall, W., 1993, pp. 73-93; 1999, pp. 89-115.

462 Cf. Rall, W., 2002, pp. 759-776. See also Wildermann, H., 1997, pp. 417-439.
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10. Appendix

Appendix 1: Overview of various Research Programs in International
Management

Erforschung
internationaler
Unternehmungstatigkeit

T 1
Kulturvergleichende Internationale
Managementforschung Managementforschung
(comparative management
research) | | |
Internationale Internationale
Unternehmungsfiihrung Betriebswirtschaft
(international management) (international business)

|
[ |
Auslandsmanagement Management Multinationaler

(atomistische Perspektive) Unternehmungen
(holistische Perspektive)

Source: Welge, M.K./Holtbriigge, D., 2003, P. 33
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Appendix 2:  The Network Model of Subsidiaries of the Theory
Transnational Solution

Distributed,
< specialized

resources and

capabilities

Large flows of
components, products,
resources, people,

and information
among interdependent
unics

Complex process of
coordination and cooperation
in an environment of shared
decision making

Source: Bartlett, C.A./Ghoshal, S., 2002, P. 102 und 1990, P. 119.
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Appendix 3:  System-internal Interdependent Relationships in multinational

Corporations
Parent Company Parent Company Parent Company
SUB 1 SUB 2 SUB 3 SUB 4 SUB 4 SUB 6 SUB 7
\A/ w‘/
Connected Sequential Reciprocal
Interdependencies Interdependencies Interdependencies

Source: Launer, M., 1993, P. 6, quoted after Thompson, J.D., 1967, PP. 54-55.
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Appendix 4:  The Coordination Mechanisms according to the Categories of the
Transaction Cost Theory

Coordination Category Coordination Mechanisms
Market Price negotiations, target pricing
Hierarchy Centralization of decision making

Formalization of policies and systems

Clans and Socialization
Corporate Culture Personal coordination

Source: Launer, M., 1993, PP. 7, according to Williamson, O.E., 1975, PP. 20-25; Pugh, D.S./
Hickson, D.J./Hinnings, C.R./Turner, C., 1968, PP. 76-78; Ouchi, W.G., 1980,
PP. 129-141,
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Appendix 5:  Alternative Places of Centralization of Decision Making

Crucial Area

Regional
eadquarter

Host Country
Responsibility

Pro_l ect
Groups

Ad Hoc
Meetmgs

Corporate
Responsibility

Source: Own depiction, according to Hiilsenbeck, J.P, 1993, P. 9.
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Flhrungskraftetransfer

Appendix 6: Overview of Empirical Studies to the Topic Coordination
of Subsidiaries
Autor Koordinationsinstrumente | Autor Koordinationsinstrumente
Johnstone (1965) | « Handbiicher Yunker (1983) e Zentralisation
* Budgetberichte e Transferpreissysteme
» personliche Kontakte e ergebnisorientierte Flihrung
Skinner (1968) s Involvement Cray (1984) s Control
« Command e Coordination
Brooke/Remmers | « Organisationsstruktur Kenter (1985) e technokratisch
(1973) s Zentralisation e personenorientiert
Bodinat (1975) e Direct Influence Egelhoff (1988b) | « Organisationsstruktur
¢ Indirect Influence e Zentralisation
e Berichtswesen
e Fihrungskraftetransfer
e Planungssysteme
Galbraith/Edstrém | ¢ Zentralisation Schaan (1989) e Bereitstellung von
(1976) s biirokratische Steuerung Ressourcen

Gestaltung des
organisatorischen Kontexts
e Flhrungskraftetransfer
informelle Mechanismen

Hulbert/Brandt
(1980)

Organisationsstruktur
Planungssysteme
Kommunikationssysteme
Kontrollsysteme

Marcati (1989)

Organisationsstruktur
Informationsstruktur
Entscheidungsautonomie
formelle Regelungen
Fiahrungskraftetransfer

e o o o o

Slipsager (1979)

e strukturell
e technokratisch
personenorientiert

Ghoshal/Nohria
(1989)

e Zentralisation
o Standardisierung
kulturelle Steuerung

Prahalad/Doz
(1981)

e Steuerung Uber
Ressourcenabhingigkeit
Steuerung Gber den
administrativen Kontext

Martinez/Jarillo
(1989)

e strukturelle und formelle
Mechanismen
informelle und subtile
Mechanismen

Hedlund (1981)

e Zentralisation
= Standardisierung

Roth/Schweiger/
Morrison (1991)

o Administrative
Mechanisms
Operational Capabilities

Welge (1980) e strukturell Macharzina e strukturell
e technokratisch (1992) = technokratisch
e personenorientiert e personenorientiert
Jaeger (1983) e burokratisch Meffert (1993) e Standardisierung
o kulturorientiert * personenorientierte Koord.
» technokratische Koord.
e Zentralisierung
e Konfiguration

Im | iteratiirvarzairhnic diacae Riirhac cind nir dia Nnallan varmarkt dia anch im Tavt Vanuandiina

Source: Wolf, 1994, P. 116, quoted after Kutschker, M./Schmid, S., 2004, P. 1006
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Appendix 7:  Overview over various Approaches of Specified Roles in
Multinationals
White/Poynter (1984) D'Cruz (1986) Bartlett/Ghoshal (1987, 1990) Ferdows (1989, 1997)

- Miniature Replica

- Marketing Satellite

- Rationalized
Manufacturer

- Product Specialist

- Strategic Independent

= Importer

- Satellite Business

- Local Service Business

- Branch Plant

- World Product Mandate

- Globally Rationalised
Business

- Strategic Leader
- Contributor

- Implementer

- Black Hole

- Off-Shore
- Source

- Server

- Contributor
- Outpost

- Lead

Jarillo/Martinez (1990)

- Autonomous Subsidiary
- Receptive Subsidiary
- Active Subsidiary

)

Rollen auslédndischer
Tochtergesellschaften

e

S

Surlemont (1996, 1998)

- Dormant Center

- Administrative Center

- Strategic Center of
Excellence

- Global Headquarters

Taggart (1997a, 1997h)

Gupta/Govindarajan (1991, 1994)

Forsgren/Pedersen (1997, 1998)

Birkinshaw/Morrison (1995)

- Autonomous Subsidiary
- Receplive Subsidiary
- Constrained Independent
- Quiescent Subsidiary
" Vassal
- Militant
- Collaborator
- Pariner

- Local Innovator

- Global Innovator
- Implementar

- Integrated Player

- Independent Centre

- External Centre

- Internal/Corporate Centre
- Strategic Centre

- Local Implementor
- Specialized Contributor
- World Mandate

Source: Kutschker, M./Béauerle, 1./Schmid, S, 1999, P. 103
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Appendix 8:

Patterns of Orientation in Multinational Corporations according to
the EPRG-Scheme of Perlmutter

Orientierung ethno- poly- regio- geo-
zentrisch Zentrisch zentrisch zentrisch
Merkmale
Organisa- in der Mutter- | unterschiedlich | hohe gegensei- | zunehmende
tionskom- gesellschaft und voneinan- |tige Abhdngig- | Komplexitat
plexitét hoch, in den der unabh&n- |keit auf regio- | und weltweit
Tochtergesell- |gig naler Ebene hohe gegensei-
schaften gering tige Abhangig-
keit
Autoritat und |in der Mutter- | weitgehend auf regionale | weltweite Zu-
Entschei- gesellschaft dezenfralisiert | headquarters |sammenarbeit
dungsfindung |zentriert tibertragen; en- | zwischen der
ge Zusammen- | Muttergesell-
arbeit zwischen | schaft und den
den Tochterge- | Tochtergesell-
sellschaften in | schaften
einer Region
Steuerungs- | Standards des |lokale Bestim- |regionale Be- |universale und
und Kon- Heimatlandes |mungen stimmungen lokale Stan-
trollgréen dards
Anreize und hoch in der Tochtergesell- | Belohnungen |Belohnungen
Sanktionen Muttergesell-  |schaften wer- | flr das Errei- | fiir das Errei-
schaft, gering |[den nach un- |chen regionaler | chen internatio-
in den Tochter- | terschiedlichen |Zielvorgaben |naler und loka-
gesellschaften |Kriterien be- ler Zielvorga-
lohnt ben
Kommunika- |einseitig von gering mit der | gering mit der [hoch und rezi-
tionsintensitit | der Mutterge- | Muttergesell- | Muttergesell- prok sowohl
und Informa- | sellschaft an schaft und den | schaft, hoch mit der Mutter-
tionsfluss die Tochterge- |anderen Toch- |mit den regio- |gesellschaft als
sellschaften tergeselischaf- | nalen head- auch zwischen
ten quarters und den Tochterge-
zwischen den | sellschaften
einzelnen
Tochtergesell-
schaften
Geographi- Nationalitét der | Nationalitat des | regionale Un- | Weltweite Un-
sche Identifi- | Muttergesell- | Gastlandes ternehmung ternehmung
kation schaft unter Wahrung
nationaler In-
teressen
Besetzung durch Stamm- |durch Mitarbei- | Mitarbeiter aus | beyond pass-
von Fiih- hausdelegierte |ter des Gast- |der jeweiligen |port

rungspositio-
nen

landes

Region

Source: Welge, M.K./Holtbriigge, D., 2003, P. 43
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Appendix 9: An Industry Portfolio according to the Global Integration — Local
Responsiveness-Approach

hoch

Vorteile aus integriertem
Geschéftssystem/Globalstrategie

niedrig

Rein Global

» Passagierflugzeuge
e Computer (MF)
¢ Halbleiter

o Raumfahrt

e Pharmareutika

. ¢ PKW
* Baumaschinen

e Technische KunTtstoffe

Blockiert

Global

* Telekommunikation

o Lenkwaffen

e Generatoren

e PCs
» Wissenschaftliche Gerate
e Kunstfasern
° Geidair’lsgabeautomaten
¢ Medizinische Gerate « Massenstahl
= Polyolefine

» Diipgemittel

* Bier

Multi-
national

e Einzelhandel
e Zement

e Nahrungsmittel

niedrig Vorteile/Notwendigkeit

nationaler Anpassung

hochr

Source: Rall, W., 1986, P. 160
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Appendix 10: The Relation between the Time of Internationalization and
Coordination Patterns

European
Enterprises

Early 20. Century

Z:l F:l
S:l |: l

American
Enterprises

50’ies — 70’ies

Z:l F:T

S:l |:

—

Japanese
Enterprises

80’ies

Source: Own depiction
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Appendix 11: An Analysis of Coordination Mechanisms according to
international Strategies in the enlarged EPRG-Scheme

Advantage for Global Integration

high

low

Global Rationali- Synergetic
zation Strategy Strategy
c:> F:1% C:? F:?
s: 1 ) S:? -1
cC:¢ F: ] c:l F:o
s:d I:d s:d  1:d
Export Local Adaptata-
Strategy tion Strategy
low high

Advantage for Local Responsiveness

C: Centralization of decision making

F: Formalization of policies and systems

S: Normative Integration of employees / Socialization
I: Intensity of coordination overall

Source: Own depiction, Launer, M., 2004, P. 81

LXXXII



Appendix 12: An Analysis of Coordination Mechanisms according to
international Structures in the enlarged EPRG-Scheme

Advantage for Global Integration

high

low

Global Product Mixed
Division Organization
c:»> F:1? C:? F: ?
s: 1 1: 1 S:? 1: 1
c:t F: ] C:! F:o
S:d 1: 4 S: 4 1: 4
Export Country
Division Division
low high

Advantage for Local Responsiveness

C: Centralization of decision making

F: Formalization of policies and systems

S: Normative Integration of employees / Socialization
I: Intensity of coordination overall

Source: Launer, M., 2004a, P. 85
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Appendix 13: Coordination Strategies and Problem Areas according in the
Theory Internal Differentiation

Clan Structure

C:H»

s:t

high

F: l

l: ?

Integrative
Structure
C:J

F: 1
s:t 12

c:?

Environmental Complexity Host Country

F:J

Cc:+ F: 4

2
°ols: ] 1: ? S: ! 1:?
Hierarchical Federative
Structure Structure
low high

Resource Level of Subsidiary

C: Centralization of decision making

F: Formalization of policies and systems

S: Normative Integration of employees / Socialization
I: Intensity of coordination overall

Source: Launer, M., 2004a, P. 120, according to Nohria, N./Ghoshal, S., 1997, P. 103

Environmental Complexity in Host Country

5.0

Centralization high Centralization low
4.0 | |Formalization low Formalization = medium/high
Sozialization high Sozialization high

3.0

20

1.0

Clan Structure

Sozialization high/low

Integrative Structure

[\
Y

Sozialization high/low

\/

Centralization

Formalization

Sozialization

high
low

low

Hierarchical Structure

\/

Centralization

Formalization

Sozialization

low
high

low

Centralization high/low
Formalization highlow

Federative Structure

1.0

Source: Own depiction

2.0

N4 ‘
3.0 4.0

Resource Level of Subsidiary

5.0
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Appendix 14: The Combination Possibilities of Coordination Mechanisms
on a Group-level in the Approach Requisite Complexity

Differentiated Fit

C: Centralization of decision making

F: Formalization of policies and systems

S: Normative Integration of employees / Socialization
I: Overall coordination intensity

Source: Launer, M., 2004a, P. 122, according to Nohria, N./Ghoshal, S., 1997, P. 182
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Appendix 15: Coordination Strategies of the Concept

Requisite Complexity

Structural
Uniformity

Diff: {
Int: T

high

Differentiated
Network

Diff: 4
Int: *

Diff: {
Int: ]

Ad hoc
Variation

Structural Integration
low

Diff: 4
Int: +

Differentiated
Fit

low

high

Structural Differentiation

Diff: Differentiated use of coordination mechanisms
Int: Integrative coordination mechanisms

Source: Launer, M., 2004a, P. 124, according to Nohria, N./Ghoshal, S., 1997, P. 185
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Appendix 16: The Coordination Strategies of Requisite Complexity in
regard to the Environment of the Corporation

piff: |

Int: T

Differentiated
Network

Structural
Uniformity

pifr: 1

Int: l

Differentiated
Fit

Diff: +

Int: l

Corporate Structure on Group-Level

Ad hoc
Variation

International Multi-domestic Global Transnational

Environment of the Worldwide Group

Diff: Differentiated use of coordination mechanisms
Int: Integrative use of coordination mechanisms

Source: Launer, M., 2004a, P. 125, according to Nohria, N./Ghoshal, S., 1997, P. 188
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Appendix 17: The strategic Orientations of Multinationals
in the Theory Transnational Solution

Koordinierte Férderation: Viele Werte, Ressourcen,
Verantwortlichkeiten und Entscheidungen sind
@ . dezentralisiert, werden aber durch die Zentrale
5 S kontrolliert.
E®
©
58
=X
> W Administrative Kontrolle: Die formalen Planungs- und
Kontrollsysteme des Managements erméglichen eine
engere Verbindung zwischen Zentrale und Filialen.
Internationale Mentalitat: Das Management betrachtet
die Auslandsfilialen als Anhangsel der Zentrale.
n - Dezentrale Foderation: Viele Werte,
« Ressourcen, Verantwortlichkeiten
g . \\ und Entscheidungen sind dezentralisiert.
[}
25
=8| HEE—
= o
c O
@ O , .
5 8 e : \ Persénliche Kontrolle: Informelle Beziehungen
[ s N, zwischen Zentrale und Filialen sind tberlagert
“ durch einfache Finanzkontrolle.
Multinationale Mentalitit: Das Management betrachtet die
Auslandsfilialen als Portfolio unabhéngiger Unternehmen.
i Zentrale als Angelpunkt: Die meisten strategischen
= 3 Werte, Ressourcen, Verantwortlichkeiten und
1[_!—_"’ = AN Entscheidungen sind zentralisiert.
=
D n
2 £
©
= 3
c
ﬁ @ Operationale Kontrolle: Strenge Kontrolle der
S s Entscheidungen, Ressourcen und Informationen
b TG i durch die Zentrale.
Globale Mentalitiat: Das Management betrachtet die Auslandsfilialen
als Kandle fur die Belieferung eines einheitlichen Weltmarktes.
7777777 o Breit gestreute, spezialisierte Werte,
N — Ressourcen, Verantwortlichkeiten und
= 7 N 7 \ 3
2 / N 2 \ Entscheidungen
o = / N TR \
= 2 N AR %
£ = - o
=) = TG - MG H TG I Intensiver Austausch von
@ o \\\/\ S =3 7 Bauteilen, Produkten,
£ 5 % sk TN /<———  Ressourcen, Menschen
[} \ e SN / und Informationen zwischen
= den interdependenten Einheiten
Komplexe Kooperations- und Koordinationsprozesse
in einem Umfeld gemeinschaftlicher Entscheidungsfindung
MG = Muttergesellschaft, TG = Tochtergesellschaft

Source: Kutschker, M./Schmid, S., 2004, P. 1035
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Appendix 18: Network Models of the Theory Transnational

Advantage of Global Integration

high

low

Solution in an Overview

Global Organization:

Transnational Orga-

S: 3 1: 3

International Orga-
nization: Coordinated
Federation

Central Hub nization: Integrated
Network
C:¢ F: 4 c:t F:1
S: ] I: 1 s:t 1:1
c:1 F: 1 C:i F: l

S:— 1: 4

Multi-domestic Orga-
nization: Decentralized
Federation

low

Advantage of Local Responsiveness

high

C: Centralization of decision making

F: Formalization of policies and systems

S: Normative Integration of employees / Socialization
I: Intensity of coordination overall

Source: Own depiction, Launer, M., 2004a, P. 101-106
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Appendix 19: The Coordination Approach according to the Theory the
Transnational Solution

The Theory of Flows of Goods, Resources- and Information in the Integrated Network of a Transna-

tional Enterprise

™
%4

(0]
c
o
-
A

w
c
(op
m
A

A 4

A4

Sub D
Flow of goods: C: l F: T S: l I ?
Flow of resources ~ C: % F:l s I ?
Flow of information:  C: l F: l S: T I ?

=

£

& Black Hole Strategic Leader
>

Ii:J et R c:{ F:1*
©

S 2s: 1 1: ? s: 1 1: 1
|

‘s

Q

(2]

&

E_ . C:] F: 1 (o F: 1
% ls:d  1:d S:» I1:1
ke

"2 Implementer Contributor
7] low high

Level of Local Resources and
Capabilities

C: Centralization of decision making

F: Formalization of policies and systems

S: Normative Integration of employees / Socialization
I: Intensity of coordination overall

Source: Own depiction, Launer, M., 2004a, PP. 101-106

Source: Launer, M., 2004a, P. 108

XC



Appendix 20: Market Analysis for Bosch EW (1993)

Power
Tools

high

Advantage for Global Integration
low

Food >

low high

Advantage for Local Responsiveness

Source: Launer, M., 2004b, PP. 51, according to Henzler, H./Rall, W., 1985, P. 262; Bartlett,
C.A., 1986, P. 371; Meftert, H., 1990, P. 98, Expert interviews

Alternative Internationalization Strategies

c
2
whd
o
1
£
= fey
o - A
o
o
15
2 Black &
o ac
<)
) <_% Decker Bosc@
=
©
>
©
< < AEG
low high
Advantage for Local Responsiveness
Source: Launer, M., 2004b, P. 56
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Appendix 21: The Measurement of the Coordination Mechanisms of

5.0

Bosch EW (1993)
Level of Autonomy Level of Formalization
1.0 2.0 3.0 4.0 5.0 1.0 2.0 3.0 4.0
USA France
Brazil Japan
Argentina Great Britain
Japan Belgium
IAustraIia Italy
ISouth Africa Spain
Singapore Netherland
Average Sweden
Mexico Solth Africa
Netherland USA
Belgium Average
Sweden Canada
Great Britain ISingapore
ltaly IAustraIia
Spain IMexico
IFran e Brazil
ICanada _IArgentina

1.0

Level of Socialization

3.0

4.0

5.0

I France

|Netherland

Belgium

Italy

Spain

Great Britain

Sweden

South Africa

Average

Japan

Mexico

Brazil

|Canada

ISingapore

I USA

IAustraIia

IArgentina

Source: Launer, M., 1993, Appendix 13
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Appendix 22: Coordination Analysis according to the EPRG-Scheme and the
Network Configuration of Bosch EW (1993)

Analysis according to the EPRG-Scheme

Autonomy Formalization Socialization
Ethnocentric 1.0 2.3 1.0 2.3 1.0 2.3
Polycentric 1.0 2.3 2.4 3.6 1.0 2.3
Geocentric 24 3.6 3.7 5.0 3.7 5.0
| Regio-centric |
Bosch EW 1993 3.4 2.8 29

No assessment possible, since region-centric cluster is not described in theory

Analysis of Network Configuration

Autonomy Formalization Socialization
International 1.0 2.3 3.7 5.0 1.0 2.3
Multi-Domestic 3.7 5.0 1.0 2.3 2.4 3.6
Global 1.0 2.3 3.7 5.0 1.0 2.3
Transnational 1.0 2.3 3.7 5.0 3.7 5.0
Bosch EW 34 2.8 29
1993 Misfit Misfit Misfit

Source: Own depiction
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Appendix 23: Correlation of Local Resources and Environmental Complexity

with the Level of Autonomy of Bosch EW (1993)

5.0

4.0

Target Markets USA,

The Bosch Way Japan und Brazil
o\

3.0

Level of Resources

20

Europe VEU/ @
FRA ®
4
o
(L

CAN

1.0
1.0

o
°® o
Abroad VUB

2.0 3.0 4.0 5.0

Level of Autonomy

® Argentina

@ Australia

® Belgium

@ Brazil

® Great Britain
® France

® Netherland
o ltaly

@ Japan

@ Canada

® Mexico

® Sweden

@ Singapore
® Spain

@ South Africa
® USA

5.0

4.0

3.0 A

2.0

The Bosch Way

Target Markets

Europe VEU
]

Environmental Complexity

A)ry

1.0
1.0

20 3.0 4.0 5.0

Level of Autonomy

W Argentina

W Australia
Belgium

& Brazil
Great Britain

® France
Netherland

o ltaly

& Japan

B Canada

W Mexico

® Sweden

M Singapore

® Spain

W South Africa

& USA

Source: Launer, M., 2004b, PP. 72 and 73
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Appendix 24: Correlation of Local Resources and Environmental Complexity

with the Level of Formalization of Bosch EW (1993)

5.0

4.0 1

Europe VEU

3.0

Level of Resources

2.0

1.0 ‘

1.0 2.0 3.0

4.0

Level of Formalization

5.0

W Argentina

W Australia

® Belgium

& Brazil

® Great Britain
® France

©® Netherland
© ltaly

& Japan

B Canada

B Mexico

® Sweden

B Singapore
® Spain

W South Africa
& USA

5.0 L 4

Environmental Complexity

1.0 ‘ ‘

1.0 20 3.0

4.0

Level of Formalization

5.0

W Argentina

W Australia
Belgium

& Brazil

® Great Britain

® France

©® Netherland

o ltaly

& Japan

B Canada

Bl Mexico
Sweden

Hl Singapore

® Spain

Il South Africa

& USA

Source: Launer, M., 2004b, PP. 75 and 76
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Appendix 25:

Correlation of Local Resources and Environmental Complexity

with the Level of Shared Values of Bosch EW (1993)

5.0

Target Markets USA,

Japan and Brazil Theory

4.0

3.0

(*\
L 2
J

Europe VEU

Level of Resources

2.0

1.0

1.0

%d VUB
2.0 3.0 4

Level of Socialization

.0 5.0

B Argentina

W Australia

® Belgium

¢ Brazil

® Great Britain
® France

Netherland

o Italy

¢ Japan

Wl Canada

l Mexico

® Sweden

l Singapore
® Spain

W South Africa
& USA

5.0

4.0

/)
Target Markets
USA and Japan

Theory

3.0

N'd

20

Europe VEU

s

Environmental Complexity

1.0

></
Abroad VUB

1.0

20 3.0

Level of Socialization

4.0

5.0

M Argentina
HAustralia

® Belgium

& Brazil

® Great Britain
® France

® Netherland
o ltaly

& Japan

B Canada

W Mexico

® Sweden

M Singapore
® Spain

[l South Africa
& USA

Source: Launer, M., 2004b, PP. 77 and 78
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Appendix 26: Clustering of the Subsidiaries of Bosch EW (1993) according to
the Theory Internal Differentiation

o
o

~
o
|

N
o
|

Source:

Environmental Complexity
w
o

RN
o

5.0

Clan Structure JAP Integrative Structure
USA
SIN GB o
[ )
CAN ° .ITA FRA
AUS ® .A SWH [
SAF t NeT BEL| SPA
MEX
.BRA
ARG
[ )
Hierarchical Structure Federative Structure
I -1 I
1.0 2.0 3.0 4.0
Level of Resources
Launer, M., 2004b, P. 80
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Appendix 27: Centralization Measured with two Alternative Analysis Methods
for the Internal Differentiation at Bosch EW (1993)

Narrow borders, middle field, Tolerance Measure

Rigid borders according to the original theory

USA | Spain
Japan ] Brazil J
ttaly France [N
Great Britain \ ftaly
——— I 4
France Great Britain
Singapore ] Japan |
Canada 1 USA J
South Africa Singapore |
Mexico ] Canada ]
Netherland | ] w Tolerance Australia |
Sweden ] Sweden
Belgium ] ~ Belgium |
Brazl I Netherland
Spain ] Mexico
Argentina South Africa
Australia = Argentina
1.0 20 30 40 5.0 10 20 30 40 50
Black bar = Misfit ~ Square = Should cluster
Data Analysis for the advanced, modified method:
Country Act. Should Should-Structure Fit/Misfit
from to
Australia 3.8| 1.0 2.3 Hierarchical Structure Misfit
Argentina 40| 1.0 2.3 Hierarchical Structure Misfit
Spain 30| 24 3.6 Integrative Federation Fit
Brazil 44| 24 3.6 Integrative Federation Misfit
Belgium 30| 24 3.6 Federative Hierarchy Fit
Sweden 30| 24 3.6 Federative Hierarchy Fit
Netherlands 3.3|] 24 3.6 Federative Hierarchy Fit
Mexico 34| 24 3.6 Federative Hierarchy Fit
South Africa 36| 24 3.6 Federative Hierarchy Fit
Canada 23| 24 3.6 Clan Structure Fit
Singapore 34| 24 3.6 Clan Structure Fit
France 27| 3.7 5.0 Integrative Structure Misfit
Great Brit. 3.0] 3.7 5.0 Integrative Structure Misfit
Italy 3.0| 3.7 5.0 Integrative Structure Misfit
Japan 40 3.7 5.0 Integrative Structure Fit
USA 44 3.7 5.0 Integrative Structure Fit
Average 3.4

Source: Own depiction, Launer, M., 2004b, PP. 81-82
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Appendix 28: Formalization Measured with two Alternative Analysis Methods
for the Internal Differentiation at Bosch EW (1993)

Narrow borders, middle field, Tolerance Measure Rigid borders according to the original theory
Canada | Spain ]
Singapore ] Brazil [
Australia Japan |
] Tolerance ,
Argentina [ France ]
Belgium | Great Britain |
| — |
Sweden ] \\\ taly ]
Netherland | USA
ca | Diferce belvetn i —
South Africa ] ] Theory and Belgium
Mexico _w\ Empirical Eviderice Sweden
Spain N § Netherland
Brazil (N South Africa ]
Japan ] Australia 1
i 7 "~
France ] ™SA Mexico [T———1
Great Britain | Argentina ]
taly | Canada ]
USA — Singapore |
1.0 20 3.0 4.0 5.0 1.0 20 3.0 40 5.0

Black bar = Misfit ~ Square = Should cluster

Data analysis for the advanced, modified method:

Country Act. Should  Should-Structure Fit/Misfit
from to

USA 2.8 3.0 5.0 Integrative Structure (Theory Problem) Misfit
Italy 3.2 3.0 5.0 Integrative Structure (Theory Problem) Fit
Great Britain 3.3 3.0 5.0 Integrative Structure (Theory Problem) Fit
France 3.6 3.0 5.0 Integrative Structure (Theory Problem) Fit
Japan 3.6 3.0 5.0 Integrative Structure (Theory Problem) Fit
Brazil 2.0 2.4 3.6 Hierarchical Federation Misfit
Spain 3.2 2.4 3.6 Hierarchical Federation Fit
Mexico 2.2 2.4 3.6 Federative Hierarchy Tolerance
South Africa 2.8 24 3.6 Federative Hierarchy Fit
Netherlands 3.0 24 3.6 Federative Hierarchy Fit
Sweden 3.0 24 3.6 Federative Hierarchy Fit
Belgium 3.2 2.4 3.6 Federative Hierarchy Fit
Argentina 1.4 1.0 2.3 Hierarchical Structure Fit
Australia 23 1.0 2.3 Hierarchical Structure Fit
Singapore 24 1.0 2.3 Clan Structure Tolerance
Canada 2.5 1.0 2.3 Clan Structure Tolerance
Average 2.8

Source: Launer, M., 2004b, P. 66
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Appendix 29: Socialization Measured with two Alternative Analysis Methods

for the Internal Differentiation at Bosch EW (1993)

Narrow borders, middle field and Tolerance Measure

Rigid borders according to the original theory

France | France |
Great Britain N | Great Britain
Japan Japan
USA USA
Singapore Singapore
Italy ] Canada
Canada h/ Italy
Australia | Australia ]
Spain S . Bradl 1
1 Tolerance
Netherland Spain
Belgium Netherland
| \\.
Sweden Belgium
South Africa ] Sweden
Brazl d | South Africa
Mexico | Mexico [ ]
Argentina ] Argentina ]
1.0 20 3.0 4.0 5.0 1.0 20 3.0 40 50
Black bar = Misfit ~ Square = Should cluster
Data analysis for the advanced, modified method:
Country Act. Should Should-Structure Fit/Misfit
from to
Argentina 1.7 1.0 2.3 Hierarchical Structure Fit
Mexico 2.6 1.0 2.3 Hierarchical Structure Tolerance
Brazil 2.6 1.0 2.3 Federative Structure Tolerance
South Africa 3.0 24 3.6 Hierarchy/Clan-Structure Fit
Sweden 3.2 24 3.6 Hierarchy/Clan-Structure Fit
Belgium 3.6 24 3.6 Hierarchy/Clan-Structure Fit
Netherlands 3.7 24 3.6 Hierarchy/Clan-Structure Fit
Spain 3.4 24 3.6 Federative Structure Fit
Australia 23 24 3.6 Hierarchy/Clan Structure Tolerance
Canada 24 24 3.6 Hierarchy/Clan-Structure Fit
Italy 3.6 24 3.6 Integrative Structure Fit
Singapore 24 3.7 5.0 Clan-Structure Misfit
USA 2.3 3.7 5.0 Integrative Structure Misfit
Japan 2.6 3.7 5.0 Integrative Structure Misfit
Great Brit. 3.4 3.7 5.0 Integrative Structure Tolerance
France 4.0 3.7 5.0 Integrative Structure Fit
Average 29

Source: Launer, M., 2004b, P. 69




Appendix 30: Analysis of Bosch EW (1993) according to the Theory
Internal Differentiation

5.0

>
o
I

Clan Structure

SIN

JAP Integrative Structure

O USA

@)
CAN Q

WE
AUS Y

O Fit

Environmental Complexity
N w
o o

O

Hierarchical Structure

1.0
1.0

2.0

Federative] Structure

O 1 Misfit

O 2 Misfit
@ 3 visiit

3.0

Level of Resources

The measurement of the Difference Measure:

4.0 50

Autonomy Formalization Socialization
Argentina 1.7 Argentina 1.0 Japan 1.1
Brazil 0.8 USA 0.2 USA 4
Australia 1.5 Brazil 0.4 Singapore 1.4
Great Brit. 0.7
Italy 0.7
France 1.0
Sum 6.4 Sum 1.6 Sum 3.9
Average 1.1 Average 0.5 Average 1.3

Total Deviation
Total Average

11.8
1.0

Source: Launer, M., 2004b, P. 87
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Appendix 31: Analysis of the Requisite Complexity at Bosch EW (1993)

Differentiated
Network Differentiated
& Integrated
Structural
Uniformity
Integrated
Differentiated @
Fit
Differentiated
Ad hoc |
Variation No Coord.
Strategy
International  Multinational Global Transnation
Source: Own depiction 25% Misfit-rate to the

theory Internal Differentiation
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Appendix 32: Analysis of Specified Roles at Bosch EW (1993)

B Argentina

Black Hole Strategic Leader .Austra“a
Key Markets USA, .
® Belgium

Japan und Br%
& Brazil

® Great Britain
® France
® Netherland
Abroad / © ltaly
urope ¢ Japan

”0 [ ] Canfdda

< Il Mexico

H ® Sweden

Implementer Contributor | Sing apore

1.0 ‘ | :
® Spain

1.0 2.0 3.0 4.0 5.0 :
N Il South Africa
Resource Level of Subsidiary ¢ USA

o
o

B
o

@
o

Strategic Importance of Local Market

Source: Launer, M., 2004b, P. 105, according to Bartlett, C.A./Ghoshal, S., 1987, PP. 55 and 2002,
PP. 327-331
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Appendix 33: Analysis of the Coordination of Bosch EW (1993) according

Argentina
Australia

Belgium

Brazil
Great Brit-
ain

France
Nether-
lands

Italy

Japan
Canada
Mexico
Sweden
Singapore
Spain
South
Africa

USA

Misfits

to the Specified Roles of their Subsidiaries

Socialization

Autonomy Formalization
Strategic
Leader 3 5 3 5 3 5
Contributor 1 3 3 5 1 3
Implemen-
ter 1 3 1 3 2 4
Black Hole 1 3 1 3 3 5

Fr. to Ac. Fits Fr. to Ac. Fits Fr. to Ac. Fits
Contributor | 1.0 3.0 4.0 Misfit [ 3.0 50 14 Misfit | 1.0 3.0 1.7 Fit
Contributor | 1.0 3.0 3.8 Misfit [ 3.0 50 23 Misfit | 1.0 3.0 23 Fit
Implemen-
ter 1.0 3.0 3.0 Fit 1.0 3.0 32 Misfit | 20 4.0 3.6 Fit
Strategic
Leader 30 50 44 Fit 30 50 20 Misfit | 3.0 5.0 26 Fit
Strategic
Leader 3.0 50 3.0 Fit 3.0 50 33 Fit 3.0 50 34 Fit
Strategic
Leader 3.0 50 27 Misfit [ 3.0 50 3.6 Fit 3.0 50 4.0 Fit
Contributor | 1.0 3.0 3.3 Misfit [ 3.0 50 3.0 Fit 1.0 3.0 3.7 Misfit
Strategic
Leader 3.0 50 3.0 Fit 30 50 32 Fit 3.0 50 3.6 Fit
Strategic
Leader 30 50 4.0 Fit 30 50 36 Fit 3.0 50 26 Misfit
Contributor | 1.0 3.0 2.3 Fit 30 50 25 Misfit {10 3.0 24 Fit
Contributor | 1.0 3.0 3.4 WMisfit [ 3.0 50 22 Misfit| 1.0 3.0 2.6 Fit
Contributor | 1.0 3.0 3.0 Fit 3.0 50 30 Fit 1.0 3.0 3.2 Misfit
Contributor | 1.0 3.0 3.4 WMisfit [ 3.0 50 24 Misfit| 1.0 3.0 24 Fit
Strategic
Leader 3.0 5.0 3.0 Fit 3.0 50 32 Fit 3.0 50 34 Fit
Contributor | 1.0 3.0 3.6 Misfit [ 3.0 50 28 Misfit| 1.0 3.0 3.0 Fit
Strategic
Leader 30 50 44 Fit 30 50 28 Misfit | 3.0 50 2.3 Misfit

20 42%

Source: Own depiction
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Appendix 34: Market Analysis for Hoechst Chemicals (1994)

high

Advantage for Global Integration
low

Source: Own depiction

Power
Tools

Food >

low

Advantage for Local Responsiveness

high
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Appendix 35: The Measurement of the Coordination Mechanisms of Hoechst
Chemicals (1994)

A IFrance
Argentina Great Britain
China Canada
Brazil Singapore
France Italy
India Mexico
Canada Sweden
Sweden Spain
Australia USA
Great Britain Belgium
Netherland Brazil
Italy Japan
Japan Australia
Mexico China
Singapore Netherland
Belgium India
South Africa South Afric
ISpain _,Argentina
1.0 2.0 3.0 4.0 5.0 1.0 2.0 3.0 4.0 5.0
Level of Autonomy Level of Formalization
Jusa
Singapore
Japan
France
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Appendix 36: Coordination Analysis by means of the EPRG-Scheme and the

Network Configuration of Hoechst Chemicals (1994)

Analysis according to the EPRG-Scheme
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Regio-centric
Hoechst Chemi-
cals 3.7 2.7 29

Fit Misfit Misfit

Analysis of Network Configuration

Autonomy Formalization Socializatjon
International 1.0 2.3 3.7 5.0 1.0 2.3
Multi-Domestic 3.7 5.0 1.0 2.3 2.4 3.6
Global 1.0 2.3 3.7 5.0 1.0 ( 2.3
S ——

Transnational 1.0 2.3 3.7 5.0 3.7 5.0
Hoechst Chemi-
cals 3.7 2.7 29

Misfit Misfit Misfit

Source: Own depiction

CVII



Appendix 37: Correlation of Local Resources and Environmental Complexity with
the Level of Autonomy of Hoechst Chemicals (1994)
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Appendix 38: Correlation of Local Resources and Environmental Complexity
with the Level of Formalization of Hoechst Chemicals (1994)
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Appendix 39: Correlation of Local Resources and Environmental Complexity with
the Level of Shared Values of Hoechst Chemicals (1994)
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Appendix 40: Clustering of the Subsidiaries of Hoechst Chemicals (1994)

according to the Theory Internal Differentiation
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Appendix 41: Centralization Measured with two Alternative Analysis Methods
for the Internal Differentiation at Hoechst Chemicals (1994)

Narrow borders, middle field and Tolerance Measure Rigid borders according to the original theory
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Appendix 42: Formalization Measured with two Alternative Analysis Methods

Narrow borders, middle field and Tolerance Measure

for the Internal Differentiation at Hoechst Chemicals (1994)

Rigid borders according to the original theory
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Appendix 43: Socialization Measured with two Alternative Analysis Methods
for the Internal Differentiation at Hoechst Chemicals (1994)

Narrow borders, middle field and Tolerance Measure

Rigid borders according to the original theory
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Appendix 44: Analysis of Hoechst Chemicals (1994) according to the Theory

Internal Differentiation
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Appendix 45: Analysis of the Requisite Complexity at Hoechst Chemicals (1994)
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Appendix 46: Analysis of Specified Roles at Hoechst Chemicals (1994)
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Appendix 47: Analysis of the Coordination of the Subsidiaries of Hoechst Chemicals
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Appendix 48: Market Analysis for SGL Carbon (1997)
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Appendix 49: The Measurement of the Coordination Mechanisms of

SGL Carbon (1997)
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Appendix 50: Coordination Analysis by means of the EPRG-Scheme and the
Network Configuration of SGL Carbon (1997)

Analysis according to the EPRG-Scheme

Autonomy Formalization Socialization
Ethnocentric 1.0 2.3 1.0 2.3 1.0 23
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Source: Own depiction
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Appendix 51: Correlation of Local Resources and Environmental Complexity with

the Level of Autonomy of SGL Carbon (1997)
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Appendix 52: Correlation of Local Resources and Environmental Complexity
with the Level of Formalization of SGL Carbon (1997)
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Appendix 53: Correlation of Local Resources and Environmental Complexity

with the Level of Shared Values of SGL Carbon (1997)
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Appendix 54: Clustering of the Subsidiaries of SGL Carbon (1997) according to
the Theory Internal Differentiation
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Appendix 55: Centralization Measured with two Alternative Analysis Methods
for the Internal Differentiation at SGL Carbon (1997)

Narrow borders, middle field and Tolerance Measure Rigid borders according to the original theory
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Source: Own depiction

CXXVI




Appendix 56: Formalization Measured with two Alternative Analysis Methods
for the Internal Differentiation at SGL Carbon (1997)

Narrow borders, middle field and Tolerance Measure Rigid borders according to the original theory
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Appendix 57: Socialization Measured with two Alternative Analysis Methods
for the Internal Differentiation at SGL Carbon (1997)

Narrow borders, middle field and Tolerance Measure Rigid borders according to the original theory
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Appendix 58: Analysis of SGL Carbon (1997) according to the Theory
Internal Differentiation
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Appendix 59: Analysis of the Requisite Complexity at SGL Carbon (1997)

Differentiated
Network

Structural
Uniformity

Differentiated
Fit

Ad hoc

Variation

Differentiated
& Integrated

Integrated
GL Car-
bon
1997
Differentiated

No Coordi-
nation
Strategy
International  Multinational Global Transnational

Source: Own depiction

CXXX



Appendix 60: Analysis of Specified Roles at SGL Carbon (1997)
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Appendix 61: Analysis of the Coordination of the Subsidiaries of SGL Carbon

Belgium

China
Great
Britain

France
Nether-
lands
India

Italy
Japan

Canada
Mexico
Sweden
Singapore
Spain
South
Africa

USA

Amount of
Misfits

(1997) according to the Specified Roles of their Subsidiaries

Autonomy Formalization Socialization

Strategic
Leader 3 5 3 5 3 5
Contributor 1 3 3 5 1 3
Implementer 1 3 1 3 2 4
Black Hole 1 3 1 3 3 5

from to Act. Fit |from to Act. Fit |from to Act. Fit
Implementer 1 3 3.7 Misfit 1 3 3.7 Misfit 2 4 40 Fit
Strategic
Leader 3 5 2.0 Misfit 3 5 20 Misfit 3 5 1.7 Fit
Black Hole 1 3 27 Fit 1 3 13 Fit 3 5 3.7 Fit
Strategic
Leader 3 5 3.7 Fit 3 5 33 Fit 3 5 43 Fit
Black Hole 1 3 23 Fit 1 3 23 Fit 3 5 27 Fit
Black Hole 1 3 1.7 Fit 1 3 13 Fit 3 5 23 Fit
Strategic
Leader 3 5 3.7 Fit 3 5 30 Fit 3 5 43 Fit
Black Hole 1 3 23 Fit 1 3 20 Fit 3 5 3.7 Fit
Strategic
Leader 3 5 3.7 Fit 3 5 30 Fit 3 5 3.0 Fit
Black Hole 1 3 23 Fit 1 3 13 Fit 3 5 27 Fit
Contributor 1 3 20 Fit 3 5 20 Misfit 1 3 27 Fit
Contributor 1 3 13 Fit 3 5 1.3 Misfit 1 3 1.7 Fit
Strategic
Leader 3 5 3.7 Fit 3 5 3.0 Fit 3 5 40 Fit
Contributor 1 3 23 Fit 3 5 1.3 Misfit 1 3 27 Fit
Strategic
Leader 3 &5 4.7 Fit 3 5 3.0 Fit 3 5 3.7 Fit

7 16%

Source: Own depiction

CXXXII




Appendix 62: Market Analysis for Philipp Holzmann (2000)
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Appendix 63: The Measurement of the Coordination Mechanisms of Philipp

Holzmann (2000)
Level of Autonomy Level of Formalization
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Appendix 64: Coordination Analysis by means of the EPRG-Scheme and the

Network Configuration of Philipp Holzmann (2000)

Analysis according to the EPRG-Scheme

Autonomy Formalization Socialization
Ethnocentric 1.0 2.3 1.0 2.3 1.0 2.3
Polycentric 1.0 2.3 2.4 3.7 1.0 2.3
Geocentric 2.4 3.7 3.7 5.0 3.7 5.0
| Regio-centric
Holzmann 2000 3.9 1.6 1.6

Analysis of Network Configuration

Autonomy Formalization Socialization

International 1.0 2.3 3.7 5.0 1.0 2.3

Multi-Domestic 3.7 5.0 1.0 2.3 24 3.6

Global 1.0 2.3 3.7 5.0 1.0 2.3

Transnational 1.0 2.3 3.7 5.0 3.7 5.0
Holzmann 2000 3.9 1.6 1.6
Misfit Misfit Misfit

Source: Own depiction
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Appendix 65: Correlation of Local Resources and Environmental Complexity with
the Level of Autonomy of Philipp Holzmann (2000)
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Appendix 66: Correlation of Local Resources and Environmental Complexity with
the Level of Formalization of Philipp Holzmann (2000)
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Appendix 67: Correlation of Local Resources and Environmental Complexity
with the Level of Shared Values of Philipp Holzmann (2000)
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Appendix 68: Clustering of the Subsidiaries of Philipp Holzmann (2000) according
to the Theory Internal Differentiation
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Appendix 69: Analysis of the Autonomy of Philipp Holzmann (2000) according
to the Theory Internal Differentiation

Country Actual Should Should-Structure Fit/Misfit
Great Brit. 5.0 | 3.7 5.0 Integrative Structure Fit
Thailand 5.0 | 3.7 5.0 Integrative Structure Fit
Spain 43 | 3.7 5.0 Integrative Structure Fit
USA 5.0 | 3.7 5.0 Integrative Structure Fit
Belgium 4.7 | 3.7 5.0 Integrative Structure Fit
Netherlands 47| 1.0 2.3 Federative Hierarchy Misfit
Austria 3.7| 1.0 2.3 Hierarchical Structure Misfit
France 43| 24 3.6 Clan Structure Misfit
Italy 3.7| 24 3.6 Clan Structure Fit
Average 3.9
Netherland
Austria
France
ltaly
USA
Thailand

Great Britain

Belgium

Spain

1.0 2.0 3.0 4.0 5.0

Black bar = Misfit ~ Square = Should cluster

Source: Own depiction
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Appendix 70: Analysis of Formalization at Philipp Holzmann (2000) according

to the Theory Internal Differentiation

Country Actual Should  Should-Structure Fit/Misfit
from to
Great Brit. 2.0 3.0 5.0 Integrative Structure Misfit
Thailand 1.3 3.0 5.0 Integrative Structure Misfit
Spain 1.7 3.0 5.0 Integrative Structure Misfit
USA 1.7 3.0 5.0 Integrative Structure Misfit
Belgium 1.7 3.7 5.0 Integrative Structure Misfit
Netherland 1.3 24 3.6 Federative Hierarchy Misfit
Austria 1.7 1.0 2.3 Hierarchical Structure Fit
France 1.3 1.0 2.3 Clan Structure Fit
Italy 1.3 1.0 2.3 Clan Structure Fit
Average 1.6
ltaly
France
Austria Difference between
Theory and
Empirical Evidence
Netherland
Thaitand [}
Great Britain _
I T
1.0 2.0 3.0 4.0 5.0

Black bar = Misfit

Square = Should cluster

Source: Own depiction
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Appendix 71: Analysis of the Shared Values at Philipp Holzmann (2000) according

to the Theory Internal Differentiation

Country Actual | Should Should-Structure Fit/Misfit
from to

France 1.3 3.7 5.0 Clan Structure Misfit
Thailand 1.0 3.7 5.0 Integrative Structure Misfit
Great Brit. 1.7 3.7 5.0 Integrative Structure Misfit
Netherlands 1.7 24 3.6 Clan Hierarchy Misfit
Austria 2.7 24 3.6 Clan Hierarchy Fit
Belgium 1.3 24 3.6 Federative Integration Misfit
Spain 1.7 24 3.6 Federative Integration Misfit
USA 1.7 24 3.6 Federative Integration Misfit
Italy 1.7 2.4 3.6 Hierarchical Clan Misfit
Average 1.6
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Appendix 72: Analysis of Philipp Holzmann (2000) according to the Theory

Internal Differentiation
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Belgium 20 Belgium 0.7
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Average 1.5 Average 14 Average 1.4
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Appendix 73: Analysis of the Requisite Complexity at Philipp Holzmann (2000)
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Appendix 74: Analysis of Specified Roles at Philipp Holzmann (2000)
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Appendix 75: Analysis of the Coordination of Philipp Holzmann (2000)

according to the Specified Roles of their Subsidiaries

Autonomy Formalization Socialization

Strategic

Leader 3 5 3 5 3 5

Contributor 1 3 3 5 1 3

Implementer 1 3 1 3 2 4

Black Hole 1 3 1 3 3 5

from to Act. Fit [ from to Act. Fit | from to Act. Fit

Belgium Implementer 1 3 4.7 Misfit 1 3 1.7 Fit 2 4 1.3 Misfit
Great
Britain Implementer 1 3 5.0 Misfit 1 3 20 Fit 2 4 1.7 Misfit
France Contributor 1 3 4.3 Misfit 3 5 1.3 Misfit 1 3 1.3 Fit
Netherlands Contributor 1 3 4.7 Misfit 3 5 1.3 Misfit 1 3 1.7 Fit
Italy Contributor 1 3 3.7 Misfit 3 5 1.3 Misfit 1 3 1.7 Fit
Austria Contributor 1 3 3.7 Misfit 3 5 1.7 Misfit 1 3 27 Fit
Thailand Implementer 1 3 5.0 Misfit 1 3 13 Fit 2 4 1.0 Misfit
Spain Implementer 1 3 4.3 Misfit 1 3 1.7 Fit 2 4 1.7 Misfit

Strategic
USA Leader 3 5 5.0 Fit 3 5 1.7 Misfit 3 5 1.7 Misfit
Misfits 18 67%

Source: Own depiction
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Appendix 76: The Measurement of the Coordination Mechanisms of
Bosch EW (2004)

Source: Own depiction
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Appendix 77: Coordination Analysis by means of the EPRG-Scheme and
the Network Configuration of Bosch EW (2004)

Analysis according to the EPRG-Scheme

Autonomy Formalization Socialization

Ethnocentric 1.0 2.3 1.0 2.3 1.0 2.3

Polycentric 1.0 2.3 2.4 3.7 1.0 2.3

Geocentric 24 3.7 3.7 5.0 3.7 5.0

| Regio-centric ? ? ? ? ? ?
Bosch EW 2004 25 3.0 31

Analysis of Network Configuration

Autonomy Formalization Socialization

International 1.0 2.3 3.7 5.0 1.0 2.3

Multi-Domestic 3.7 5 1.0 2.3 24 3.6

Global 1.0 2.3 3.7 5.0 1.0 2.3

Transnational 1.0 2.3 3.7 5.0 3.7 5.0
Bosch EW 2004 25 3.0 31
Misfit/Tolerance Misfit Misfit

Source: Own depiction
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Appendix 78: Clustering of the Subsidiaries of Bosch EW (2004) according to
the Theory Internal Differentiation
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Appendix 79: Analysis of the Autonomy of Bosch EW (2004) according to the
Theory Internal Differentiation

Country Actual Should  Should-Structure Fit/Misfit
from to
Australia 2.3 1.0 2.3 Dominant Mechanism Fit
Argentina 23| 1.0 2.3 Dominant Mechanism Fit
Spain 2.3 1.0 2.3 Dominant Mechanism Fit
Brazil 3.3 1.0 2.3 Dominant Mechanism Misfit
Sweden 2.7 1.0 2.3 Dominant Mechanism Fit
Belgium 20] 1.0 2.3 Dominant Mechanism Fit
Netherlands 2.3 1.0 2.3 Dominant Mechanism Fit
Mexico 2.3 1.0 2.3 Dominant Mechanism Fit
South Africa 2.3 1.0 2.3 Dominant Mechanism Fit
Canada 1.3 1.0 2.3 Dominant Mechanism Fit
Singapore 2.3 1.0 2.3 Dominant Mechanism Fit
France 27| 1.0 2.3 Dominant Mechanism Tolerance
Great Brit. 27| 1.0 2.3 Dominant Mechanism Tolerance
Italy 27] 1.0 2.3 Dominant Mechanism Tolerance
Japan 3.3] 1.0 2.3 Dominant Mechanism Misfit
USA 3.7 1.0 2.3 Dominant Mechanism Misfit
Average 2.5
USA
Japan
1 N\
ltaly ]
Great Britain ]
France |
| A4
Singapore 1
Canada |
South Africa
Mexico
Netherland Tolerance
Belgium |
Sweden =1
Brazil
Spain
Argentina
Australia
1.0 2.0 3.0 4.0 5.0

Black bar = Misfit ~ Square = Should structure

Source: Own depiction



Appendix 80: Analysis of Formalization at Bosch EW (2004) according to the

Theory Internal Differentiation

Country Actual Should  Should-Structure Fit/Misfit
from to
Australia 2.3 1.0 2.3 Hierarchical Structure Fit
Singapore 2.3 1.0 2.3 Clan Structure Fit
Canada 23 1.0 2.3 Clan Structure Fit
Brazil 3.7 2.4 3.6 Hierarchical Federation Fit
Sweden 3.0 2.4 3.6 Hierarchical Federation Fit
Spain 3.3 2.4 3.6 Hierarchical Federation Fit
Argentina 1.3 2.4 3.6 Federative Hierarchy Misfit
Mexico 3.0 24 3.6 Federative Hierarchy Fit
South Africa 3.0 24 3.6 Federative Hierarchy Fit
Netherlands 3.0 24 3.6 Federative Hierarchy Fit
Belgium 3.0 24 3.6 Federative Hierarchy Fit
Italy 3.0 3.0 5.0 Integrative Structure Fit
USA 4.0 3.0 5.0 Integrative Structure Fit
Great Brit. 3.3 3.0 5.0 Integrative Structure Fit
France 3.7 3.0 5.0 Integrative Structure Fit
Japan 3.7 3.0 5.0 Integrative Structure Fit
Average 3.0
Japan
France
Great Britain ]
USA ]
ltaly
Belgium ]
Netherland ]
South Africa ]
Mexico ]
Argentina [N
Spain ]
Sweden ]
Brazil ]
Canada
Singapore
Australia
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Black bar = Misfit

Square = Should structure

Source: Own depiction
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Appendix 81: Analysis of the Shared Values at Bosch EW (2004) according to

the Theory Internal Differentiation

Country Actual Should Should-Structure Fit/Misfit
from to
Brazil 3.0 1.0 2.3 Federative Structure Misfit
Argentina 1.7 1.0 2.3 Hierarchical Structure Fit
Mexico 2.0 1.0 2.3 Hierarchical Structure Fit
Spain 3.3 24 3.6 Federative Structure Fit
Australia 2.7 2.4 3.6 Hierarchy/Clan Structure Fit
Canada 2.3 2.4 3.6 Hierarchy/Clan-Structure Fit
South Africa 3.0 2.4 3.6 Hierarchy/Clan-Structure Fit
Belgium 3.7 2.4 3.6 Hierarchy/Clan-Structure Fit
Netherlands 3.0 2.4 3.6 Hierarchy/Clan-Structure Fit
Sweden 3.0 24 3.6 Integrative Federation Fit
Italy 3.7 24 3.6 Integrative Structure Fit
Singapore 3.3 3.7 5.0 Clan-Structure Tolerance
USA 4.0 3.7 5.0 Integrative Structure Fit
Japan 3.7 3.7 5.0 Integrative Structure Fit
Great Brit. 3.7 3.7 5.0 Integrative Structure Fit
France 4.0 3.7 5.0 Integrative Structure Fit
Average 3.1
France ]
Great Britain
Japan
USA ]
Singapore ] \
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Appendix 82: Analysis of Bosch EW (2004) according to the Theory Internal

Differentiation
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Appendix 83: Analysis of the Requisite Complexity at Bosch EW (2004)
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Appendix 84: Analysis of Specified Roles at Bosch EW (2004)
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Appendix 85:

Argentina
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Belgium

Brazil
Great
Britain

France
Netherlands
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Japan
Canada
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South
Africa

USA

Analysis of the Coordination of the Subsidiaries of Bosch EW

(2004) according to the Specified Roles of their Subsidiaries

Autonomy Formalization Socialization

Strategic
Leader 3 5 3 5 3 5
Contributor 1 3 3 5 1 3
Implementer 1 3 1 3 2 4
Black Hole 1 3 1 3 3 5

from to Act. Fit |from to Act. Fit [ from to Act. Fit
Contributor 1 3 23 Fit 3 5 1.3 Misfit 1 3 1.7 Fit
Contributor 1 3 23 Fit 3 5 23 Misfit 1 3 2.7 Fit
Black Hole 1 3 20 Fit 1 3 3.0 Fit 3 5 3.7 Fit
Strategic
Leader 3 5 33 Fit 3 5 3.7 Fit 3 5 3.0 Fit
Strategic
Leader 3 5 27 Misfit 3 5 33 Fit 3 5 3.7 Fit
Strategic
Leader 3 5 27 Misfit 3 5 3.7 Fit 3 5 4.0 Fit
Contributor 1 3 23 Fit 5 3.0 Fit 1 3 3.0 Fit
Strategic
Leader 3 5 27 Misfit 3 5 30 Fit 3 5 3.7 Fit
Strategic
Leader 3 5 33 Fit 3 5 3.7 Fit 3 5 3.7 Fit
Contributor 1 3 13 Fit 3 5 23 Misfit 1 3 2.3 Fit
Contributor 1 3 23 Fit 3 5 30 Fit 1 3 2.0 Fit
Implementer 1 3 27 Fit 1 3 3.0 Fit 2 4 3.0 Fit
Black Hole 1 3 23 Fit 1 3 23 Fit 3 5 3.3 Fit
Strategic
Leader 3 5 23 Misfit 3 5 33 Fit 3 5 3.3 Fit
Contributor 1 3 23 Fit 3 5 30 Fit 1 3 3.0 Fit
Strategic
Leader 3 5 3.7 Fit 3 5 40 Fit 3 5 4.0 Fit

Source: Own depiction
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Appendix 86: The Measurement of the Coordination Mechanisms of

Celanese (2004)
Level of Formalization
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Appendix 87: Coordination Analysis by means of the EPRG-Scheme and the

Network Configuration of Celanese (2004)

Analysis according to the EPRG-Scheme

Autonomy Formalization Socialization
Ethnocentric 1.0 2.3 1.0 2.3 1.0 23
Polycentric 1.0 2.3 2.4 3.7 1.0 2.3
Geocentric 24 3.7 3.7 5.0 3.7 5.0
Regio-centric
Celanese 2004 2.2 3.8 3.9
Tolerance Fit Fit

Analysis of Network Configuration

Autonomy Formalization Socialization

International 1.0 2.3 3.7 5.0 1.0 2.3

Multi-Domestic 3.7 5.0 1.0 2.3 2.4 3.6

Global 1.0 2.3 3.7 5.0 1.0 2.3

Transnational 1.0 2.3 3.7 5.0 3.7 5.0
Celanese 2004 2.2 3.8 3.9
Fit Fit Misfit

Source: Own depiction
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Appendix 88: Clustering of the Subsidiaries of Celanese (2004) according to the
Theory Internal Differentiation
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Appendix 89: Analysis of the Autonomy of Celanese (2004) according to the

Theory Internal Differentiation

Country Act. Should  Should-Structure Fit/Misfit
from to
Argentina 1.5] 1.0 2.3 Dominant Mechanism Fit
Australia 1.5 1.0 2.3 Dominant Mechanism Fit
India 1.5 1.0 2.3 Dominant Mechanism Fit
South Africa 1.5 1.0 2.3 Dominant Mechanism Fit
Brazil 2.0 1.0 2.3 Dominant Mechanism Fit
Italy 20| 1.0 2.3 Dominant Mechanism Fit
Mexico 3.0 1.0 2.3 Dominant Mechanism Misfit
Sweden 3.0 1.0 2.3 Dominant Mechanism Misfit
Netherlands 2.5 1.0 2.3 Dominant Mechanism Tolerance
Canada 2.5 1.0 2.3 Dominant Mechanism Tolerance
Belgium 2.0 1.0 2.3 Dominant Mechanism Fit
Great Brit. 2.0 1.0 2.3 Dominant Mechanism Fit
France 2.0 1.0 2.3 Dominant Mechanism Fit
Spain 20| 1.0 2.3 Dominant Mechanism Fit
Japan 25| 1.0 2.3 Dominant Mechanism Tolerance
Singapore 20| 1.0 2.3 Dominant Mechanism Fit
China 3.0 1.0 2.3 Dominant Mechanism Misfit
USA 3.0 1.0 2.3 Dominant Mechanism Misfit
Average 2.2
USA
China
Singapore
Japan
Spain
France
Great Britain
Belgium
Tolerance
Canada
Netherland i
Sweden
Mexico
ltaly
Brazil
South Africa
India
Australia
Argentina
1.0 2.0 3.0 4.0 5.0

Black bar = Misfit

Square = Should structure

Source: Own depiction
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Appendix 90: Analysis of Formalization at Celanese (2004) according to the

Theory Internal Differentiation

Country Actual Should  Should-Structure Fit/Misfit
from to
South Africa 3.5 1.0 2.3 Dominant Mechanism Tolerance
Argentina 35| 1.0 2.3 Dominant Mechanism Tolerance
Australia 35 1.0 2.3 Dominant Mechanism Tolerance
Brazil 3.5 1.0 2.3 Dominant Mechanism Tolerance
India 3.5 1.0 2.3 Dominant Mechanism Tolerance
Italy 35| 1.0 2.3 Dominant Mechanism Tolerance
Japan 3.5 1.0 2.3 Dominant Mechanism Tolerance
Netherlands 4.0 2.4 3.6 Dominant Mechanism Fit
Canada 4.0 2.4 3.6 Dominant Mechanism Fit
Spain 4.0 2.4 3.6 Dominant Mechanism Fit
Belgium 4.0 2.4 3.6 Dominant Mechanism Fit
Great Brit. 4.0 2.4 3.6 Dominant Mechanism Fit
France 4.0 2.4 3.6 Dominant Mechanism Fit
China 4.0 3.0 5.0 Dominant Mechanism Fit
Singapore 4.0 3.0 5.0 Dominant Mechanism Fit
USA 4.0 3.0 5.0 Dominant Mechanism Fit
Mexico 4.0 3.7 5.0 Dominant Mechanism Fit
Sweden 4.0 3.7 5.0 Dominant Mechanism Fit
Average 3.8
Sweden | ]
Mexico ]
USA ]
Singapore ]
China ]
France ]
Great Britain ]
Belgium ]
Spain ]
Canada | ]
Netherland ]
_ /‘
Japan 71
8 /[
ltaly ]
India ]
Brazil | ] Tolerance
Australia ]
Argentina \\ ]
South Africa AV |
1.0 2.0 3.0 4.0 5.0

Black bar = Misfit

Square = Should structure

Source: Own depiction
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Appendix 91: Analysis of the Shared Values at Celanese (2004) according to the

Theory Internal Differentiation

Country Actual Should Should-Structure Fit/Misfit
from to
Netherlands 4.0 3.7 5.0 Dominant Mechanism Fit
Argentina 3.5 3.7 5.0 Dominant Mechanism Tolerance
Australia 3.5 3.7 5.0 Dominant Mechanism Tolerance
Brazil 3.5 3.7 5.0 Dominant Mechanism Tolerance
India 3.5 3.7 5.0 Dominant Mechanism  Tolerance
Italy 4.0 3.7 5.0 Dominant Mechanism Fit
Spain 4.0 3.7 5.0 Dominant Mechanism Fit
Belgium 4.0 3.7 5.0 Dominant Mechanism Fit
Great Brit. 4.0 3.7 5.0 Dominant Mechanism Fit
France 4.0 3.7 5.0 Dominant Mechanism Fit
South Africa 4.0 3.7 5.0 Dominant Mechanism Fit
Canada 4.0 3.7 5.0 Dominant Mechanism Fit
Mexico 4.0 3.7 5.0 Dominant Mechanism Fit
Sweden 4.0 3.7 5.0 Dominant Mechanism Fit
Singapore 4.0 3.7 5.0 Dominant Mechanism Fit
Japan 4.0 3.7 5.0 Dominant Mechanism Fit
China 4.0 3.7 5.0 Dominant Mechanism Fit
USA 4.0 3.7 5.0 Dominant Mechanism Fit
Average 3.9
USA
China
Japan
Singapore
Sweden
Mexico
Canada
South Africa
France
Great Britain
Belgium
Spain
ltaly
T e
India 7]
Brazil B . — Tolerance
Australia ]
Argentina | N
Netherland
1.0 2.0 3.0 4.0 5.0

Black bar = Misfit

Source: Own depiction

Square = Should structure
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Appendix 92: Analysis of Celanese (2004) according to the Theory Internal

Differentiation
50
oy O
¢>1<; USA
- 4.0 - QOcHi
§ JAP O Osm
8 3.0 - ce
q:, SAF @FRA o (O O
IND
g O BRA BEL8 O O SWE
g 2.0 O @ SPA NET
E ARG AUS .
L
1.0
OQFit QO 1 Misfi 2.0 3.0 4.0 5.0
O 2misit @ 3 Mishit Level of Resources

The measurement of the Difference Measure for Celanese (2004)

Autonomy
Mexico 0.7
Sweden 0.7
Canada 0.2
China 0.7
USA 0.7
Sum 3.0
Average 0.6
Total Deviation 3.0
Total Average 0.6

Source: Own depiction
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Appendix 93: Analysis of the Requisite Complexity at Celanese (2004)

3
_ B, piff; 1
m ]
5 5% Int; T
4 £°
o ()]
=
S w2 Celanese
OO 3=E
c S

s C
° &5 Diff: 4 Int: 1
|
=
b
(8] ho]
= )
E = piff. 1
n 6 ~ ! Hoechst
L gt Int Chemicals
m —
— ()]
o
o
S |

£ F )

International Multi-domestic Global Transnational

Environment of the Worldwide Group

Diff: Differentiated use of coordination mechanisms
Int: Integrative use of coordination mechanisms

Source: Own depiction

CLXIV



Appendix 94: Analysis of Specified Roles at Celanese (2004)

5.0

5.0 @ @
- Black Hole Strategic Leader
£
=
©
= /
< 40 @
3]
S
%5 ®
3
c 3.0
©
5
% o
g NET
3)
S 20@
()
whd
©
F o
whd
]
Implementer Contributor
1.0 . T T T
1.0 2.0 3.0 4.0
Level of Resources

Source: Own depiction
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Appendix 95:

Argentina
Australia
Belgium
Brazil

China

Great
Britain
France
Netherlands
India

Italy

Mexico
Sweden

Singapore
Spain
South
Africa

USA
15 Misfits

Analysis of the Coordination of the Subsidiaries of Celanese (2004)

according to the Specified Roles of their Subsidiaries

Autonomy Formalization Socialization

Strategic
Leader 3 5 3 5 3 5
Contributor 1 3 3 5 1 3
Implementer 1 3 1 3 2 4
Black Hole 1 3 1 3 3 5

from to Act. Fit | from to Act. Fit |from to Act. Fit
Contributor 1 3 1.5 Fit 3 5 35 Fit 1 3 3.5 Misfit
Contributor 1 3 1.5 Fit 3 5 35 Fit 1 3 3.5 Misfit
Contributor 1 3 2.0 Fit 3 5 40 Fit 1 3 4.0 Misfit
Contributor 1 3 2.0 Fit 3 5 35 Fit 1 3 3.5 Misfit
Strategic
Leader 3 5 3.0 Fit 3 5 4.0 Fit 3 5 4.0 Fit
Contributor 1 3 2.0 Fit 3 5 4.0 Fit 1 3 4.0 Misfit
Contributor 1 3 2.0 Fit 3 5 40 Fit 1 3 4.0 Misfit
Implementer 1 3 25 Fit 1 3 4.0 Misfit 2 4 40 Fit
Contributor 1 3 1.5 Fit 3 5 35 Fit 1 3 3.5 Misfit
Contributor 1 3 20 Fit 3 5 35 Fit 1 3 4.0 Misfit
Strategic
Leader 3 5 25 Misfit 3 5 35 Fit 3 5 40 Fit
Strategic
Leader 3 5 25 Misfit 3 5 40 Fit 3 5 40 Fit
Strategic
Leader 3 5 3.0 Misfit 3 5 4.0 Fit 3 5 40 Fit
Black Hole 1 3 3.0 Fit 1 3 4.0 Misfit 3 5 40 Fit
Contributor 1 3 2.0 Fit 3 5 40 Fit 1 3 4.0 Misfit
Strategic
Leader 3 5 20 Misfit 3 5 40 Fit 3 5 40 Fit

Source: Own depiction
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Appendix 96: The Measurement of the Coordination Mechanisms of

SGL Carbon (2004)
Japan | ) Belgium ]
USA | | France ) |
China | Great Britain ) ]
Great Britain Singapore | 1
France ] Netherland )
Netherland ) India )
Italy | Italy )
Sweden ) Spain )
Spain ) USA )
Belgium 7_| Japan ) ]
B Dominant i
India [ Coordination Canada [
1 Mechanism ,
Canada [___] Mexico ]
Mexico : Sweden :
Singapore 7: China 7:
South Africa 7:| South Africa 7:|
1.0 2.0 3.‘0 410 5.0 1.0 210 3.0 4‘.0 5.0
Level of Autonomy Level of Formalization
USA
Spain | ]
Singapore ) ]
Sweden ) |
Mexico ) ]
Italy | ]
Netherland ) ]
France ) ]
Great Britain ) |
Belgium ) ]
South Africa ) |
Canada ] ]
Japan | ]
India ]
China ) |
1.0 2.0 3.0 4.0 5.0
Level of Socialization

Source: Own depiction
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Appendix 97: Coordination Analysis by means of the EPRG-Scheme and the

Network Configuration of SGL Carbon (2004)

Analysis according to the EPRG-Scheme

Autonomy Formalization Socialization
Ethnocentric 1.0 23 1.0 2.3 1.0 2.3
Polycentric 1.0 2.3 24 3.7 1.0 2.3
Geocentric 24 3.7 3.7 5.0 3.7 5.0
Regio-centric
SGL Carbon 2004 1.9 2.8 4.1

Misfit Misfit Fit

Analysis of Network Configuration

Autonomy Formalization Socialization
International 1.0 23 3.7 5.0 1.0 2.3
Multi-Domestic 3.7 5.0 1.0 23 24 3.6
| Global 1.0 2.3 37 50 1.0 2.3 |
Transnational 1.0 2.3 3.7 5.0 3.7 5.0
SGL Carbon 2004 1.9 2.8 41
Fit Misfit Misfit

Source: Own depiction
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Appendix 98: Clustering of the Subsidiaries of SGL Carbon (2004) according to
the Theory Internal Differentiation

50 JPA.

SAF

:h
o
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Source: Own depiction
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Appendix 99: Analysis of the Autonomy of SGL Carbon (2004) according to the
Theory Internal Differentiation

Country Actual Should  Should-Structure Fit/Misfit
from to
Canada 1.7 1.0 2.3 Dominant Mechanism Fit
Singapore 1.7 1.0 2.3 Dominant Mechanism Fit
Spain 2.0 1.0 2.3 Dominant Mechanism Fit
Japan 23] 1.0 2.3 Dominant Mechanism Fit
Mexico 1.7 1.0 2.3 Dominant Mechanism Fit
Sweden 2.0 1.0 2.3 Dominant Mechanism Fit
South Africa 1.7 1.0 2.3 Dominant Mechanism Fit
China 2.0 1.0 2.3 Dominant Mechanism Fit
Great Britain 2.0 1.0 2.3 Dominant Mechanism Fit
France 2.0 1.0 2.3 Dominant Mechanism Fit
Netherlands 2.0 1.0 2.3 Dominant Mechanism Fit
India 1.7 1.0 2.3 Dominant Mechanism Fit
Italy 20] 1.0 2.3 Dominant Mechanism Fit
USA 2.3 1.0 2.3 Dominant Mechanism Fit
Belgium 17 1.0 2.3 Dominant Mechanism Fit
Average 1.9
Belgium
USA |
ltaly
India
Netherland
France

Great Britain

China

South Africa

Sweden

Mexico

Japan ||

Spain
Singapore

Canada

1.0 2.0 3.0 4.0 5.0

Black bar = Misfit ~ Square = Should structure

Source: Own depiction
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Appendix 100:Analysis of Formalization at SGL Carbon (2004) according to the
Theory Internal Differentiation

Black bar = Misfit

Square = Should structure

Source: Own depiction

Country Actual Should  Should-Structure Fit/Misfit
from to
Singapore 3.3 1.0 2.3 Hierarchical Structure Misfit
Canada 23 1.0 2.3 Hierarchical Structure Fit
South Africa 2.0 1.0 2.3 Clan Structure Fit
Japan 2.7 1.0 2.3 Clan Structure Tolerance
Mexico 23 1.0 2.3 Clan Structure Fit
Sweden 23 1.0 2.3 Clan Structure Fit
China 2.0 3.0 5.0 Integrative Structure (Theory Problem) Misfit
Netherlands 3.0 3.0 5.0 Integrative Structure (Theory Problem) Fit
India 3.0 3.0 5.0 Integrative Structure (Theory Problem) Fit
Italy 3.0 3.0 5.0 Integrative Structure (Theory Problem) Fit
Spain 3.0 3.0 5.0 Integrative Structure (Theory Problem) Fit
USA 3.0 3.0 5.0 Integrative Structure (Theory Problem) Fit
Great Britain 3.3 3.0 5.0 Integrative Structure (Theory Problem) Fit
France 3.7 3.0 5.0 Integrative Structure (Theory Problem) Fit
Belgium 3.7 3.7 5.0 Federative Structure Fit
Average 2.8
Belgium
France
Great Britain |
USA
Spain '
ltaly '
India '
Netherland
China | X
Sweden
Difference between
Mexico I Theory and
Empirical Evidence]
Japan \
South Africa |________1] Tolerance
Canada
Singapore
1.0 2.0 3.0 4.0 5.0
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Appendix 101:Analysis of the Shared Values at SGL Carbon (2004) according to the

Theory Internal Differentiation

Country Actual | Should Should-Structure Fit/Misfit
from to
Mexico 4.7 1.0 2.3 Dominant Mechanism Fit
Singapore 4.7 1.0 2.3 Dominant Mechanism Fit
Canada 4.3 1.0 2.3 Dominant Mechanism Fit
Belgium 4.7 1.0 2.3 Dominant Mechanism Fit
Japan 4.3 1.0 2.3 Dominant Mechanism Fit
South Africa 4.3 1.0 2.3 Dominant Mechanism Fit
Sweden 4.7 1.0 2.3 Dominant Mechanism Fit
China 2.7 1.0 2.3 Dominant Mechanism Misfit
Italy 4.7 1.0 2.3 Dominant Mechanism Fit
India 4.0 1.0 2.3 Dominant Mechanism Fit
Netherlands 4.7 1.0 2.3 Dominant Mechanism Fit
Spain 4.7 1.0 2.3 Dominant Mechanism Fit
Great Britain 4.7 1.0 2.3 Dominant Mechanism Fit
France 4.7 1.0 2.3 Dominant Mechanism Fit
USA 5.0 1.0 2.3 Dominant Mechanism Fit
Average 4.1
| |
USA |
France

Great Britain

Spain

Netherland

India

ltaly

China |

Sweden

South Africa

Japan

Belgium

Canada

Singapore

Mexico

1.0

20

3.0 4.0

Level of Socialization

5.0

Black bar = Misfit

Source: Own depiction

Square = Should structure

CLXXII



Appendix 102:Analysis of SGL Carbon (2004) according to the Theory Internal

Differentiation
7\
5.0 JAP N\ Clan Structure | Integrative FRAO O
- Structure O
b O @) o O O CHI
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2.0

3.0

4.0
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The measurement of the Difference Measure for SGL Carbon (2004)

Autonomy Formalization Socialization
China 1.0 China 1
Singapore 1.0
Sum 2.0 Sum 1.0
Average 1.0 Average 1.0

Total Deviation
Total Average

3.0
1.0

Source: Own depiction

CLXXIII

5.0

USA



Appendix 103:Analysis of the Requisite Complexity at SGL Carbon (2004)

Differentiated
Network

Structural
Uniformity

Differentiated
Fit

Ad hoc
Variation

SGL
2004 Differentiated
& Integrated
Integrated
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Strategy

International  Multinational Global Transnational

Source: Own depiction
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Appendix 104:Analysis of Specified Roles at SGL Carbon (2004)
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Appendix 105:Analysis of the Coordination of SGL Carbon (2004)
according to the Specified Roles of their Subsidiaries

Belgium

China
Great Brit-
ain

France
Netherlands
India

Italy
Japan
Canada
Mexico
Sweden
Singapore
Spain
South
Africa

USA

Amount
Misfits

Autonomy Formalization Socialization
Strategic
Leader 3 5 3 5 3 5
Contributor 1 3 3 5 1 3
Implementer 1 3 1 3 2 4
Black Hole 1 3 1 3 3 5
from to Act. Fit [from to Act. Fit [from to Act. Fit
Implementer 1 3 1.7 Fit 1 3 3.7 Misfit 2 4 4.7 Misfit
Strategic
Leader 3 5 20 Misfit 3 5 20 Misfit 3 5 2.7 Misfit
Strategic
Leader 3 5 20 Misfit 3 5 33 Fit 3 5 4.7 Fit
Strategic
Leader 3 5 20 Misfit 3 5 3.7 Fit 3 5 47 Fit
Strategic
Leader 3 5 20 Misfit 3 5 30 Fit 3 5 47 Fit
Strategic
Leader 3 5 1.7 Misfit 3 5 30 Fit 3 5 40 Fit
Strategic
Leader 3 5 20 Misfit 3 5 30 Fit 3 5 47 Fit
Black Hole 1 3 23 Fit 1 3 27 Fit 3 5 43 Fit
Black Hole 1 3 1.7 Fit 1 3 23 Fit 3 5 43 Fit
Black Hole 1 3 1.7 Fit 1 3 23 Fit 3 5 47 Fit
Black Hole 1 3 2.0 Fit 1 3 23 Fit 3 5 47 Fit
Contributor 1 3 1.7 Fit 3 5 33 Fit 1 3 4.7 Fit
Strategic
Leader 3 5 20 Misfit 3 5 3.0 Fit 3.0 50 4.7 Fit
Contributor 1 3 1.7 Fit 3 5 20 Misfit 1.0 3.0 4.3 Misfit
Strategic
Leader 3 5 23 Misfit 3 5 3.0 Fit 3.0 50 5.0 Fit
14 31%

Source: Own depiction
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Appendix 106:Statistical Evaluation of Coordination by Company

Statistical Evaluation of Bosch EW (1993)

5 S > n é
2 Pl - = =0
= £ ﬁ s % S Q2
N c = =35 S o ®
S 9 < > £ o gt
S 3 £ &6 Q c
» e © o »
Socialization 1.0
Autonomy -0.6 1.0
Formalization 0.8 -04 1.0
Env. Complex. [ 0.16 0.68 1.00
Resources 0.44 0.68 0.58 1.00
Strat. Import. 0.43 0.00 0.72 0.70 0.96 1.00
~—~
Statistical Evaluation of Hoechst (1994)
5 > 5 8 @ é.
s TU' o (3] - o
N 2 = § 5 o 2
s S g o o Da
B 5 £ . @ e
S < o 2 (4 ©
19 w 5
Socialization 1.00
Autonomy -0.13 1.00
Formalization 0.60 -0.08 1.00
Env. Complex. 0.64 0.29 0.46 1.00
Resources 0.45 0.35 0.71 0.54 1.00
Strat. Import. 0.39 0.25 0.42 0.65 0.83 1.00
Statistical Evaluation of SGL Carbon (1997)
c c ><
2 2 2 <= 3 o 8
o o 8 £ = oS
N c = o 3 ¢
© [¢] © o [e] © o
] E : > g GE
» ° g @ =
Socialization 1.00
Autonomy 0.79 1.00
Formalization 0.68 0.83 1.00
Env. Complex. 0.27 0.26 0.03 1.00
Resources 0.65 0.91 0.89 0.26 1.00
Strat. Import. 0.33 0.35 0.25 0.78 0.39 1.00
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Statistical Evaluation of Philipp Holzmann (2000)

c > c v 7 O 0
) £ = ° 8 o 2
® o ® o 5 8
N S N £ 3 S €
© 5 E 3 2 &
o < £ . x £
o ’5 > -
(/7] o I.IC.I
Socialization 1.00
Autonomy -0.61 1.00
Formalization 0.35 0.26 1.00
Env. Complex. -0.53 0.42 0.24 1.00
Resources -0.44 0.91 0.51 0.49 1.00
Strat. Import. -0.06 0.48 0.33 0.10 0.71 1.00
Statistical Evaluation of Bosch EW (2004)
c c X
S o N £ = oS
= c = o 3 - T
© o « o 2 ® o
2 3 £ > g » g
7] o g x =
Socialization 1.0
Autonomy 0.5 1.0
Formalization 0.7 0.7 1.0
Env. Complex. 0.65 0.30 0.38 1.00
Resources 0.76 0.76 0.87 0.50 1.00
Strat. Import. 0.88 0.59 0.84 0.73 0.87 1.00
Statistical Evaluation of Celanese (2004)
S > 5 3 @ é-
= £ o
g S S E E 58
© S ] o e o
S 5 £ . @ o
S < 6 g o m
L Ll a
Socialization 1.0
Autonomy 0.6 1.0
Formalization 0.7 0.6 1.0
Env. Complex. 0.48 0.61 0.43 1.00
Resource Level 0.57 0.87 0.80 0.66 1.00
Strat.
Importance 0.57 0.80 0.61 0.80 0.87 1.00
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Statistical Evaluation of SGL Carbon (2004)

€ > € S @ o g
2 £ 2 £ 3] D c
© o © o = Sw
N 3 N X 3 © £
© 5 E [ 2 & S
S < £ 2 i E
» S 5

Socialization 1.00

Autonomy 0.08 1.00

Formalization 0.52 0.07 1.00

Env. Complex. -0.19 0.57 -0.28 1.00

Resources -0.07 0.37 0.45 0.30

Strat. Import. -0.24 0.74 -0.04 0.68 1.00

Source: Own depiction
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Appendix 107:Statistical Evaluation of the Coordination regarding Groups

5 3 5 % 2 T3
% 8 - s g 2§
N 5 N £ 3 E~*
= o = 5 o o
2 e 3 ¢ 3
> 2

All Case Stud- * 2 T, g

ies (7]

Socialization 1.000

Autonomy -0.260 1.000

Formalization 0.584 -0.036 1.000

Env. Complex. 0.377 0.020 0.050 1.000

Resources 0.377 0.339 0.486 0.468 1.000

Strat. Import. 0.347 0.152 0.225 0.736 1.000

Case Studies -

1993-1997

Initial Study

Socialization 1.000

Autonomy 0.141 1.000

Formalization 0.614 0.352 1.000

Env. Complex. 0.387 0.029 0.273 1.000

Resources 0.526 0.446 0.704 0.445 1.000

Strat. Import. 0.370 0.067 0.327 0.719 0.664 1.000

Case Studies

2004 Follow-

up Study

Socialization 1.000

Autonomy -0.129 1.000

Formalization 0.325 0.330 1.000

Env. Complex.  0.402 0.147 -0.207 1.000

Resources 277 0.536 0.330 0.487

Strat. Import. 0.379 0.470 0.133 0.754 1.000

Source: Own depiction

CLXXX



Appendix 108:Evaluation of Measurements according to the EPRG-Scheme
and according to the Network Configuration

Analysis according to the EPRG-Scheme

Initial Study
Bosch EW
Hoechst 1994

SGL Carbon 1997
Holzmann 2000
Follow-up Study
Bosch EW 2004

Celanese

SGL Carbon 2004

No statement, because transnational segment not described
Centralization: Fit, Misfit at Formalization and Normative Integration
Evaluation: Right

Centralization: Fit, Misfit at Formalization and Normative Integration
Evaluation: Wrong, Centralization as Fit despite in Reality criticized
No statement, because transnational segment not described

2 Misfit and one tolerance measure (Centralization)

Fit at Formalization und Normative Integration, Tolerance at
Centralization

Fit at Normative Integration, Misfit at Centralization and
Formalization

Analysis according to the Network Configuration

Initial Study
Bosch EW

Hoechst 1994
SGL Carbon 1997

Holzmann 2000

Follow-up Study
Bosch EW 2004
Celanese

SGL Carbon 2004

Misfit at all mechanisms

Evaluation: Right

Misfit at all instruments

Evaluation: Right

Centralization: Fit, Misfit at Formalization und Normative Integration
Evaluation: Right

No statement, because transnational segment not described
Evaluation: Right

No statement, because transnational segment not described
Fit at Formalization und Normative Integration, Tolerance at
Centralization

Fit at Normative Integration, Misfit at Centralization and
Formalization

Source: Own depiction
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Appendix 109:Comparison of Correlations to Situational Approaches compared
to Nohria und Ghoshal (Internal Differentiation)

Nohria and Ghoshal are the authors’ of the original study and theory

Initial Study 1993-2000

Env. Complex
Resources

Socialization

Nohria/

Launer Ghoshal
0.39 0.26
0.53 0.51

Launer 1)

Centralization
Nohria/

Formalization

Nohria/

Launer Ghoshal
0.27 0.31
0.70 0.50

Follow-up Study 2004

Socialization

Centralization

Formalization

Nohria/ Nohria/ Nohria/
Launer Ghoshal Launer 1) Ghoshal | Launer Ghoshal
Env. Complex 0.40 0.26 -0.15 -0.27 -0.21 0.31
Resources 0.28 0.51 -0.54 -0.48 0.33 0.50
Total Study

Env. Complex
Resources

Socialization

Nohria/

Launer Ghoshal
0.38 0.26
0.38 0.51

Launer 1)

Centralization

Nohria/

Ghoshal
-0.02 -0.27
-0.34 -0.48

Formalization

Nohria/

Launer Ghoshal
0.05 0.31
0.49 0.50

1) The values for autonomy have been converted by multiplying with -1.

Source: Own depiction
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Appendix 110:Evaluation of the Measurement of the Tolerance Measure
(Internal Differentiation)

Initial Study

Bosch EW 1993
Hoechst Chemie 1994
SGL Carbon 1997
Philipp Holzmann 2000

Follow-up Study
Bosch EW 2004
Celanese 2004
SGL Carbon 2004

Total Deviation

12.4

11.8

6.2
23.7

5.2
3.0
3.0

1.0

Average
1.0

1.0
1.4

0.4
0.6
1.0

Source: Own depiction
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Appendix 111:Inter-Organizational Approaches in Coordination Research

Marktliche Koordination Hierarchische
(spontane Vertrige) (relationale Vetriige) (Arbeitsvertrige)
Koordination durch Kooperation Koordination
Spontane Abge- K Gewinn-/ Einheits
ANEEl ) Uil Kartell Ergebnis- ze usi i
i ——" stimmites Sortiu arte _(rgcb?\s Konzern Fusion unter-
Verhalten JCmELn: nehmen
schaft

isi-Internaligierung g, - - -Interngisierung _

Markt
“arm’s length
transaction’

Unternehmensnetzwerk
“quasi firm"”

Externalisierung Quasi-Externalisierung

Source: Sydow, J., 1991, P. 15

Vertikale Kooperationen )
g Horizontale

Joint -
Kooperationen
@ \entures P
: Unter- Unter-
Unter- ; nehmen A nehmen B

nehmen D /

Unter-

nehmen C
3 Zentrale Funktionen

Allianzen etc.

Source: Rall, W., 2002, P. 769
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11. Expert Interviews Initial- and Follow-up Study

Robert Bosch Power Tools (Bosch EW)

Domestic

RG Australia

RG Belgium

RG Great Britain

RG Japan

RG Canada
RG Sweden

RG South Africa

Chur, W.
Diehl, G.
Dobelmann, P.
Hardsee, S.G.
Klene, M.
Raschke, U.
Scheuer, P.
Streitberg, H.
Thumm, T.
Rose, G.
Loehn, M
Gehri, M.
Walz, T.

Mills, G.W.
Retalack, K.J.
Seidel, B.
Verdoonkt, T.
Peters, M.
Merrett, T.

MacDonald, A.R.

Becker, M.
Mizoguchi, H.
Wilson, M.S.
Ohrn, Ch.
Linne, S.
Tornheimer, C.
Bjorelind, T.
Dreyer, D.
Wright, G.

Managing Director Marketing and Sales
Country Referent, Sales International
Country Referent, Sales Europe

Sales Europe

VAD Head of Sales Germany

Head of Sales Germany

Head of Sales Europe

Export Group Leader, Sales International
Head of Controlling and Accounting
Head of Controlling and EW/SEE, -/P-SE
Head of Accounting

EW/SEE, -/P-SE

EW/SEE, -/P-SE

Divisional General Manager
National Sales Manager

Marketing Service Manager
Assistant to Managing Director
Division Manager

Marketing Manager EW

Marketing Manager Consumer Products
Managing Director

Division Manager EW

Division Manager EW

Head of Service Bosch & Blaupunkt
Head of Finance

Marketing Director

Product Manager

Director EW

Managing Director
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Siemens AG
Headquarters
GB KWU
GB ANL

BASF AG
Headquarters

Hoechst AG
Headquarters

SGL Carbon Group

Headquarters

USA

Conradi, W.
Holfeld, H.
Miindler, H.

Kirch, M.
Hoppe, M.
Mandt, S.
Miihling, T.

Keidtel, V.
Bogner, M.
Meier, A.
Urbanczyk, A.

Jakobsmeier, J.

Luhmann, M.
Eisenécher, S.

Spannuth, H.

Koehler, R.

Toniolo, B.

Heins-Bunde, H.

Denhof, S.

Schull, J.
Harenberg, R.
Dietz, P.
Hofman, P.
Breier, T.
Bower, S.

Baia, B.

Central Personnel Dept.
Business Development, Policy Planning

Chief Engineer and Deputy Director

Central Personnel Dept.
Marketing Services
Corporate Identity BASF International

Director Logistics

Head of Marketing and Sales
Sales Coordination International
Head of BU Chemical
Corporate Controlling

Head of Corporate Controlling
Head of Accounting

Personnel International

Head of Controlling GB Chemicals

CEO & Chairman

CFO, Head of Finance & Accounting
Head of Corporate Planning &
Coordination

Head of Personnel, Managing Director
BU GB Carbon & Graphite

Director Marketing

Head of Investor Relations

Head of Public Relations

SVP, Head of Personnel

Head of BU Graphite Electrodes USA
Head of Controlling and Accounting

Head of Personnel Niagara Falls
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Philipp Holzmann AG

Headquarters

Celanese AG
Headquarters

McKinsey & Co.
Office Stuttgart

Binder, M.
Liitkestratkotter, J.
Michalke, A.
Hochgrebe, C.
Gies, G.

CEO & Chairman
Member of the Board of Management International
Head of Corporate Strategy & Planning
Head of Mergers & Acquisitions
Corporate Controlling

Harmening, G.Head of Operations Germany

Hansen, B.
Marcour, H.-J.
Ernst, M.
Schwake, J.

Dr. Pohlmann, A.

Henschel, A.

Jakobsmeier, J.

Schulz, T.
Stine, A.

Rall, W. Dr.

Boston Consulting Group

Office Miinchen

BAIN & Co.

Office Miinchen

INSEAD
Chair

Herp, Th. Dr.
Grebe, M.

Jorquera, M.

Ghoshal, S. Prof.
Korine, Harry

Head of Sales Germany
Head of IT
Head of Personnel

Head of Purchasing

Member of the Board of Management and
Chief Operating Officer (COO)

Corporate Controlling

Head of Controlling & Accounting

Head of Sales

Head of Investor Relations

Principal

Managing Director

Senior Consultant

Senior Consultant

Chair Corporate Policy
Assistant, Chair Corporate Policy.
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University Mannheim

Chair Raffée, H.
Assistant Wiedmann, K.-P.
Chair Perlitz, M.
Assistant Schnauffer, R.

Assistant Bufka, J.

University Indiana, USA
Chair Kroener, P.

Chair BA and Marketing II
Chair BA and Marketing 11
Chair International Management
Chair International Management

Chair International Management

International Management

Company interviews in New York 2002-2004

Deutsche Bank Winter, W.
Deutsche Bank Dostmann, W.
Deutsche Telekom  Grosse, P.

EON USA, Inc. Budenbender, G.
BMW USA, Inc. Purves, T.

BASF USA, Inc. Engel, H.
KPMG USA Fischer, B.

Deutsche Botschaft  Fischer, K.
Stinnes USA, Inc. Maier, H.

KPMG USA
Consulate New York Schliiter, S.
Festo USA, Inc.
Paramount Group Behler, A.
Latham & Watkins  Thal, S.H.

Cap Gemini Schulz, M.

Gruner & Jahr USA Fahrbach, P.

Lufthansa USA Kuhnke, J.
HypoVereinsbank  Bub, S.

Nuernberger, E.

Zobel, H.-J.

Managing Director

Managing Director

CEO & President

CEO & President

CEO BMW North America
CFO, Head of Finance

Head of Audit, German Practice
Minister of Economics

CEO & President

Head of Taxes, German Practice
Head of Economics Department
CEO & President

President & CEO

Partner Law Firm

Partner, Business Consultant
EVP, Managing Director

Director of Finance

CEO & General Manager
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Interviews with German American organizations in New York 2002-2004

German American Chamber
of Commerce, Inc.
American Council on Germany

German American Roundtable

European-American Business Org.

German Executive Club
CEO Roundtable, New York
CFO Roundtable, New York

Walbroel, W.

Hamilton, H.G.
Lutringer, R. E.
Oehme, S.

von Hardtmuth, M.

Dostmann, W.

Kroener, P.

CEO & President

President
Founder

CEO & President
Vice President
Co-President

Co-President
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12. Questionnaire for the Headquarters

1. General questions

a. Name

b. Function or title

c. Name of the company

d. Business Unit

e) Please indicate whether you work on a Group level (holding, board of management) or on a busi-
ness unit level.

Group level
Business Unit

Name of Business Unit

f. Please indicate the function you are working in.

General Management

Marketing, Product Mgmt., Sales
Purchasing

Production

Research & Development
Finance

Accounting/Controlling
Management Information Systems
Planning

Human Resources

Legal Department

Other

g) What kind of organizational structure does your company or business unit have?

Functional structure

Divisional Structure (by products)
Regional Structure (by countries)
Global Matrix structure

Mixed structure

Business Units

Other
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2. In some countries, in which your Group is active, the local position of your subsidiary has a strong
impact on the global position of the Group. Others could have a lesser impact on the global position
of the Group. A high impact of a subsidiary in a specific market could be founded on the large size
of the country, the high technological level, the importance as a source for raw materials or a strong
competition.

Please indicate on a scale from 1 (no impact on global position of the Group) to 5 (high impact on
the position of the global Group) the strategic importance of each of the markets listed below.

(Please mark the number with a circle that represents your answer)

No impact on global position high impact on the No

of the Group global position of the Group subsidiary
Argentina 1 2 3 4 5 L
Australia 1 2 3 4 5 o
Belgium 1 2 3 4 5 L
Brazil 1 2 3 4 5 L
China 1 2 3 4 5 L
Great Britain 1 2 3 4 5 L
France 1 2 3 4 5 L
Netherlands 1 2 3 4 5 L
India 1 2 3 4 5 L
Italy 1 2 3 4 5 _
Japan 1 2 3 4 5 L
Canada 1 2 3 4 5 _
Mexico 1 2 3 4 5 L
Sweden 1 2 3 4 5 L
Singapore 1 2 3 4 5 L
Spain 1 2 3 4 5 o
South Africa 1 2 3 4 5 o
USA 1 2 3 4 5
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3. Please rate on the scale from 1 (little governmental regulations) to 5 (high governmental regula-
tions) the extend of governmental regulations in each of the following countries that your company
faces in your market.

(Please mark the number with a circle that represents your answer)

No governmental Very high governmental No

regulations regulations subsidiary
Argentina 1 2 3 4 5 o
Australia 1 2 3 4 5 L
Belgium 1 2 3 4 5 o
Brazil 1 2 3 4 5 L
China 1 2 3 4 5 o
Great Britain 1 2 3 4 5 L
France 1 2 3 4 5 L
Netherlands 1 2 3 4 5 L
India 1 2 3 4 5 L
Italy 1 2 3 4 5 L
Japan 1 2 3 4 5 .
Canada 1 2 3 4 5 L
Mexico 1 2 3 4 5 L
Sweden 1 2 3 4 5 L
Singapore 1 2 3 4 5 L
Spain 1 2 3 4 5 L
South Africa 1 2 3 4 5 L
USA 1 2 3 4 5
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4. Please rate on a scale from 1 (not much competition) to 5 (extremely intense competition), the in-
tensity of competition your company faces in each of the following markets

(Please mark the number with a circle that represents your answer)

Not much Extremely intense No

competition competition subsidiary
Argentina 1 2 3 4 5 L
Australia 1 2 3 4 5 L
Belgium 1 2 3 4 5 L
Brazil 1 2 3 4 5 L
China 1 2 3 4 5 L
Great Britain 1 2 3 4 5 L
France 1 2 3 4 5 L
Netherlands 1 2 3 4 5 L
India 1 2 3 4 5 L
Italy 1 2 3 4 5 _
Japan 1 2 3 4 5 L
Canada 1 2 3 4 5 _
Mexico 1 2 3 4 5 L
Sweden 1 2 3 4 5 L
Singapore 1 2 3 4 5 L
Spain 1 2 3 4 5 o
South Africa 1 2 3 4 5 o
USA 1 2 3 4 5
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5. On a scale of 1 (very slow) to 5 (very high), please indicate the relative rate of product and
process innovations (for the industry as a whole) that characterizes each of the following markets of
the following subsidiary.

(Please mark the number with a circle that represents your answer)

Very slow Very high No

innovation rate innovation rate  subsidiary
Argentina 1 2 3 4 5 L
Australia 1 2 3 4 5 L
Belgium 1 2 3 4 5 L
Brazil 1 2 3 4 5 L
China 1 2 3 4 5 L
Great Britain 1 2 3 4 5 L
France 1 2 3 4 5 L
Netherlands 1 2 3 4 5 L
India 1 2 3 4 5 L
Italy 1 2 3 4 5 _
Japan 1 2 3 4 5 .
Canada 1 2 3 4 5 _
Mexico 1 2 3 4 5 L
Sweden 1 2 3 4 5 L
Singapore 1 2 3 4 5 o
Spain 1 2 3 4 5 o
South Africa 1 2 3 4 5 L
USA 1 2 3 4 5
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6. Some of your organizations in your company may have relatively advanced physical resources
(such as technology and capital) and managerial capabilities. Some others may not have such re-
sources to the same extend. On a scale of 1 (low) to 5 (high), please rate the overall level of resource
availability in your national organization in each of the following countries.

(Please mark the number with a circle that represents your answer)

Low level of High level of No

resources resources subsidiary
Argentina 1 2 3 4 5 o
Australia 1 2 3 4 5 L
Belgium 1 2 3 4 5 o
Brazil 1 2 3 4 5 L
China 1 2 3 4 5 o
Great Britain 1 2 3 4 5 L
France 1 2 3 4 5 L
Netherlands 1 2 3 4 5 L
India 1 2 3 4 5 L
Italy 1 2 3 4 5 L
Japan 1 2 3 4 5 .
Canada 1 2 3 4 5 L
Mexico 1 2 3 4 5 L
Sweden 1 2 3 4 5 L
Singapore 1 2 3 4 5 L
Spain 1 2 3 4 5 L
South Africa 1 2 3 4 5 L
USA 1 2 3 4 5
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7. Different national organizations in your company may enjoy different levels of autonomy for de-
ciding their own strategies and policies. On a scale of 1 (very low) to 5 (very high), please rate the
extend of local autonomy enjoyed by each of the following national organizations.

(Please mark the number with a circle that represents your answer)

Very low Very high No

autonomy autonomy subsidiary
Argentina 1 2 3 4 5 o
Australia 1 2 3 4 5 L
Belgium 1 2 3 4 5 L
Brazil 1 2 3 4 5 L
China 1 2 3 4 5 L
Great Britain 1 2 3 4 5 L
France 1 2 3 4 5 L
Netherlands 1 2 3 4 5 L
India 1 2 3 4 5 L
Italy 1 2 3 4 5 _
Japan 1 2 3 4 5 L
Canada 1 2 3 4 5 _
Mexico 1 2 3 4 5 L
Sweden 1 2 3 4 5 L
Singapore 1 2 3 4 5 o
Spain 1 2 3 4 5 o
South Africa 1 2 3 4 5 L
USA 1 2 3 4 5
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8. The extend to which policies and systems are formalized may vary within the company, being dif-
ferent for different national organizations. On a scale of 1 (low formalization) to 5 (high formaliza-
tion), please rate the extend of formalization of policies and systems (through instruments such as
manuals, standing orders, standard operating procedures, etc.) in each of the following national or-
ganizations.

(Please mark the number with a circle that represents your answer)

Low High No

formalization formalization subsidiary
Argentina 1 2 3 4 5 L
Australia 1 2 3 4 5 L
Belgium 1 2 3 4 5 L
Brazil 1 2 3 4 5 L
China 1 2 3 4 5 L
Great Britain 1 2 3 4 5 L
France 1 2 3 4 5 L
Netherlands 1 2 3 4 5 L
India 1 2 3 4 5 L
Italy 1 2 3 4 5 _
Japan 1 2 3 4 5 .
Canada 1 2 3 4 5 _
Mexico 1 2 3 4 5 L
Sweden 1 2 3 4 5 L
Singapore 1 2 3 4 5 o
Spain 1 2 3 4 5 o
South Africa 1 2 3 4 5 L
USA 1 2 3 4 5
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9. Some of your national organizations, compared to others, may be relatively more in tune with the
overall goals and management values of the parent company. Let us call this the extend of shared
values. On a scale of 1 (low shared values) to 5 (high shared values), please rate each of the follow-
ing national subsidiaries.

(Please mark the number with a circle that represents your answer)

Low High No

shared values shared values subsidiary
Argentina 1 2 3 4 5 o
Australia 1 2 3 4 5 L
Belgium 1 2 3 4 5 o
Brazil 1 2 3 4 5 L
China 1 2 3 4 5 o
Great Britain 1 2 3 4 5 L
France 1 2 3 4 5 L
Netherlands 1 2 3 4 5 L
India 1 2 3 4 5 L
Italy 1 2 3 4 5 L
Japan 1 2 3 4 5 .
Canada 1 2 3 4 5 o
Mexico 1 2 3 4 5 L
Sweden 1 2 3 4 5 L
Singapore 1 2 3 4 5 L
Spain 1 2 3 4 5 L
South Africa 1 2 3 4 5 L
USA 1 2 3 4 5
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