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Abstract: 
Corporate globalization is a keyword in today’s business markets assumed to enhance competitive advantage. To consciously globalize and to determine a company’s actual level of globalization, clear instructions what differentiates a global company from other types (MNEs or transnational companies for example) and makes it successful are needed. These enable the development of an adequate strategy for each type of foreign business activity to enhance corporate performance. Moreover, these provide an insight to the globalizational level of companies’ customers facilitating the use of adequate customer management strategies and programs. The organizational classification approach of Bartlett and Goshal is probably one of the most established theoretical segmentation approaches distinguishing between international, multinational, global and  the ‘mystic’ transnational companies and is used as major starting basis for segmenting companies pursuing foreign business. The objective of this paper is to test Bartlett and Goshal’s classification scheme and provide an empirical segmentation approach.
1. Introduction

Globalization is a trend that seems to offer unlimited opportunities for companies, but invokes fears such as loss of national identities, erosion of social systems or loss of national sovereignty to people. One cannot deny that both positive and negative consequences of globalization exist. However, it is a fact that globalization increases and markets, companies and people must adapt. Therefore, the research on globalization issues within all three levels of examination, namely markets, corporations and other spheres (e.g. culture), becomes more important. Corporate globalization is the field of interest for this work. 

2. Theoretical Framework 

Companies struggle to enhance competitive advantage by globalizing without being sure about the nature of corporate globalization. Therefore, the research objectives are to determine the dimensions of global companies and to demarcate them from other types, i.e. MNEs for example. Those are used as a framework for the development of indicators. The dimensions and indicators are tested for reliability and validity by exploratory and confirmatory factor analysis and are used to classify a set of sample companies empirically. This enables a comparison with Bartlett and Goshal’s (1989) theoretical, organizational classification approach, which is not yet approved empirically and therefore only of limited use for segmentation purposes.

2.1 Conceptualization
To conceptualize and operationalize the construct, i.e. to develop key characteristics of corporate globalization, it is necessary to review the literature on what is defined as globalized firm for demarcating it from the terms international company, transnational company and MNE: virtually no operationalized definition of a “global company” can be found in literature. A definition of “global” often overlaps with a definition of “transnational”. Moreover, different opinions exist regarding the umbrella term: is it internationalization, whereby globalization is defined as special form of internationalization, or is it globalization, whereby the international approach is a stage in the process of globalization. And is it a process at all or is it a matter of separate categorization? Globalization can be defined as process, when the term is used as generic term for strategies to orientate worldwide. But globalization can also be defined as discrete variable, when the term is used for categorizing different strategies to internationalize: international, multinational or global strategies. This leads to a separation of different degrees of globalization. Beamish et al. (2000) argue that it is international strategy which has two possible parameter values: multidomestic or global. Other authors such as Heenan and Perlmutter (1979), Bartlett and Goshal (1989) or Goshal and Bartlett (1998) categorize different types of approaches to gain foreign markets and draw distinct borders. The author follows the categorization approach (cf. Goshal and Bartlett, 1998; Heenan and Perlmutter, 1979; Parvatiyar and Gruen, 2001) as this approach is fundamental to the objective of this paper, namely empirically separating different levels of corporate globalization. 

Reviewing the existing literature, different categories of companies can be distinguished. The first category of companies treating foreign markets is called multinational (Bartlett and Goshal, 1989), multidomestic (Beamish et al., 2000), multilocal (Montgomery and Yip, 2000), polycentric (Heenan and Perlmutter, 1979) or global aspirant (Parvatiyar and Gruen, 2001) – sometimes also including the ethnocentric view as the “very beginning” of foreign activity. This category can be characterized as decentralized federation of assets and responsibilities (cf. Goshal and Bartlett, 1998). Companies in this category pursue a strategy of direct investment in many countries, differentiation and national responsiveness (cf. Martinez and Jarillo, 1989, pp. 504f.; cf. H 2). The geographical identification is the host country’s nationality (cf. Heenan and Perlmutter, 1979). Autonomy is the multidomestic strategies’ heart (cf. Beamish et al., 2000, p. 143). Products are developed in the home market and only the product’s technology and skills are transferred to affiliates for local adaptation
.

The second category is defined as international (Bartlett, 1986), geocentric (Heenan and Perlmutter, 1979) or global transitional (Parvatiyar and Gruen, 2001). Here, companies are characterized by a centralization of control (“centralized hub”, Bartlett and Goshal, 1989, pp. 49ff.), standardization of product design, processes technologies - i.e. not taking into account the difference of the locations (cf. H 3). The firm identifies itself as a company with high authority in the single regional headquarters (centralization of resources and authority) and collaboration between the subsidiaries. It undertakes business in two or more countries. The culture and organizational structure are similar to the home country/ headquarters ones. Centralization and standardization are most important in this category (cf. for example Sera, 1992).

The third category is named global (Bartlett, 1986; Parvatiyar and Gruen, 2001) or transnational (Bartlett, 1986). The challenge that companies face in this category is the simultaneous response to 1) local needs (national differentiation) and to 2) integration because of economic forces towards globalization (cf. Martinez and Jarillo, 1989, p. 505, Bartlett and Goshal, 1989, pp. 49ff. and Beamish et al., 2000, p. 163). The operational focus is diverse but with interdependent perspectives, led by flexible coordination  (“transnational strategy”, cf. Goshal and Bartlett, 1998) and functioning as a network of horizontal decision making (cf. Beamish et al., 2000, p. 159). Normative coordination is already stressed in Hedlund’s heterarchy concept of a modern MNC (Hedlund, 1986) as characterizing global companies. The issue of a global strategy is where to achieve the best combination of technology, quality and cost. The aim is to sustain competitiveness and flexibility as well as organizational learning and innovation. In this category, the headquarters and subsidiaries identify themselves as parts of a worldwide entity. Also affiliates can get worldwide product mandates. One way for achieving this category is becoming a worldwide symbol (e.g. the product as symbol), the other way is to become a stateless organization known for its specialized products but not for its nationality (cf. Yao-Su Hu, 1992). According to literature and empirical experience it must be assumed that not many companies will fall into the transnational category (cf. H 1b), because it is difficult to satisfy the demands of both, local adaptation and global integration, at once. Therefore, it may be better to divide the last category: one category of companies that already reached global integration and coordination, but not yet simultaneously local adaptation (cf. H 1a); and one category of companies that reached both (following Bartlett and Goshal, 1989; cf. H 2b). As the classification emerging from theory will be tested empirically, the number of categories may change. But according to the literature review, three categories are expected in contrast to the suggested four by Bartlett (1986) and Bartlett and Goshal (1989).

Summarizing, the relevant dimensions characterizing the single categories are presented: Global transitional companies are expected to show a distinctive occurrence of interdependence/ interaction, integration and coordination of strategies, programs and processes (cf. Heenan and Perlmutter, 1979; Porter, 1986; Prahalad and Doz, 1987; Martinez and Jarillo, 1991; Goshal and Bartlett, 1998; etc.) as well as certain, if any, occurrence of standardization (cf. Levitt, 1983). Local adaptation and decentralization is typical for multinational companies. But it can be of importance when considering a transnational company (cf. Bartlett and Goshal, 1989 and Goshal and Bartlett, 1998), which loads not only on integration and interdependence, but at the same time on local adaptation. Geography is used to characterize international companies that show a certain degree of centralization and standardization. (cf. Parvatiyar and Gruen, 2001; Heenan and Perlmutter, 1979; Martinez and Jarillo, 1989; Goshal and Bartlett, 1998). These dimensions build the conceptual basis for operationalization and measurement procedure. But the empirical classification itself is based only on the two dimensions integration and national differentiation to enable the two-dimensional comparison with Bartlett and Goshal’s matrix. 

Based on the literature review and previous empirical studies, the following hypotheses underlying the research were developed:

H 1a: 
Most companies will be characterized by high values on the dimension integration and low values on decentralization/ local adaptation.

H 1b:
Only few companies will rank high on integration and show certain local adaptation.

The first two hypotheses are based on the theoretical discussion on the potential existence of companies pursuing both global integration and local adaptation (cf. for example Bartlett and Goshal, 1989, Martinez and Jarillo, 1989 or Beamish et al., 2000) as well as on the empirical results of Leong and Tan (1993) supporting H 1a and H 1b.
H 2: 
If companies rank high on the dimension decentralization/local adaptation, they will show low values on all other dimensions.

H 2 is based on the fact that companies showing high local adaptation act decentralized, only taking into account local responsiveness and local needs (cf. Bartlett and Goshal, 1989, Heenan and Perlmutter, 1979, Montgomery and Yip, 2000 or Parvatiyar and Gruen, 2001). Therefore, these companies cannot fulfill at the same time high demands of standardization, centralization or global integration.
H 3: 
If companies rank high on the dimension standardization, they will show low values on all other dimensions.

This hypothesis is based on the theoretical thoughts of Sera (1992) and the characterization of Bartlett and Goshal’s (1989) “centralized hub”, which name standardization as outstanding dimension that does not get along parallel with local adaptation and global integration.

H 4: 
The degree of corporate globalization is not dependent on the kind of industry the company operates in.

Kutschker and Schmid (2002) suggest that industry is not a factor determining a priori companies’ degree of globalization. Within an industry, companies can choose between a variety of business models broadening the operational level and creating differences. Therefore, industry ‘membership’ is suggested to have no influence on the degree of corporate globalization.
H 5:
Global customer management is mostly used within firms pursuing global 
integration and local adaptation in parallel.

The last hypothesis is based on assumptions of Montgomery and Yip (1999), that global integration is vital for successful global customer management (especially customers’ integrated purchasing activities), as well as of Wilson et al. (2002), that certain local adaptation is still of importance in global customer management (e.g. providing integrated “umbrella agreements with country-specific terms and conditions”, Wilson et al., 2002, p. 25).
2.2 Operationalization

The attempt to measure globalization has a long tradition since Vernon’s multinational enterprise project in the 1960s. However, most approaches since this time are targeted on the degree of internationalization and are limited to geography-based, simple measurements - such as the ratio of foreign employees to total employees in a company (cf. van den Berghe, 2001), ratio of foreign assets to total assets (cf. Sullivan, 1994) and proportion of overseas subsidiaries to total subsidiaries (cf. Sullivan 1994; Ietto-Gillies, 1998). Other approaches use indices such as the ‘Network-Spread Index’ (i.e. measuring the number of foreign countries in which the company has foreign subsidiaries divided by the number of countries in which the company potentially could have subsidiaries; cf. UNCTAD, 1998) or the ‘Transnational Activities Spread Index’ (cf. Ietto-Gillies, 1998), but the disadvantages of indices are well-known. Only Leong and Tan (1993) based their analysis on Bartlett (1986) and Bartlett and Goshal (1989) and tried to prove the theoretical classification of companies pursuing foreign business. Moreover, most existing approaches (cf. figure 1) focus on the industry and not on the company level. But the underlying hypothesis of this research is that each company within an industry can have a different level of corporate globalization. Industry can be classified as a possible influencing factor, but not as the measurement level. In addition, very few authors have integrated multiple indicators or multiple dimensions. Most researchers attempt to build theories, but rarely reach the measurement stage although they suggest it. Therefore, the development of a new measurement approach is necessary. The subject “globalization” requires a multiple dimensional approach as conceptualised in chapter 2.1 to capture its complexity and it cannot be defined using only simple, geography-based measurements. 

Insert Figure 1

The multiple dimensions identified to determine corporate globalization demand operationalization into indicators. Mostly, these indicators summarized below were derived from literature (cf. Bartlett and Goshal, 1988; Martinez and Jarillo, 1991; Leong and Tan, 1993 or Mosquet, 2002). However, refinement and complementation by using the technique of expert interviews was done. ‘Local adaptation’ and ‘decentralization’ were integrated for correlation reasons. 

1) 
Factor: standardization; 

 
Indicators: standardization of rules, similar knowledge application worldwide, standardization of processes; similar performance measurement metrics; technology platform standards; similar business strategies worldwide; standardized products;

2)
Factor: coordination 
Indicators: established reporting processes, coordinated program implementation;
3) 
Factor: decentralization
/ local adaptation; 

Indicators: local resource generation, profit responsibility of country managers and autonomous business decisions; full local product/ service adaptation; autonomous knowledge development by affiliates; local governance of country subsidiaries;

4) 
Factor: integration;


Indicators: international working experience; complementary overseas contribution; global strategies based on local inputs; local employee access to specific information;

5) 
Factor: interdependence/ interaction;


Indicators: worldwide vision, cross-functional/-national teams; informal people networks; communication among units for alignment; joint knowledge development; common culture; shared intangible assets (e.g. brands, customer relationships, etc.).

3. Method

A mixed methods approach was used for developing the scale (cf. figure 2).

Insert Figure 2

Narrative expert interviews were conducted within different industries in order to examine indicators measuring the construct dimensions from the point of view of commercial practice and in order to compare these propositions with the literature. The interviews were transcribed and examined with the help of the QSR-software Nvivo® to link arising indicators with dimensions of corporate globalization. The result of the qualitative part is a preliminary model of indicators measuring the level of corporate globalization. Therefore, an item battery was formed. 

The survey was conducted among a sample of German and Austrian companies chosen from the Hoppenstedt® Data Basis according to the criterion ‘exports’ (n = 2.500). The questionnaire design is aligned with the requirements of exploratory and confirmatory factor analysis, i.e. all items are rated on a seven-point Likert scale (1 = totally agree, 7 = totally disagree). The aim in construct measurement is to assess the scale’s goodness. The goodness is normally described by the concepts of validity, reliability and objectivity. To ensure reliability the first generation criteria are used, and to ensure validity the second generation criteria. The exploratory factor analysis belongs to the first generation criteria and has the aim to examine the assignment of the single indicators to the assumed constructs. Cronbach’s Alpha is also a first generation criterion measuring reliability. Then, the confirmatory factor analysis is done for validation reasons (cf. Homburg and Giering, 1996, p. 8). The companies investigated are categorized according to their positions using cluster (complete linkage method) and discriminatory analysis.

The questionnaire itself consists of three major parts: The first part includes the item battery, the second part includes a question referring to the interviewee’s own estimation of their level of corporate globalization for comparison reasons – presented on a scale from ‘not globalized at all’ to ‘completely globalized’; the third part surveys demographics (e.g. respondent’s position within the company, the industry, the number of foreign markets on a country-basis, the starting year of foreign market activities, etc.). 

4. Major Results

The effective sample size (return) used for analysis was n = 130 and was considered as representative for the basic inquiry population. 84% of the contact persons were management executives, thereof 53% CEOs. The data set shows that companies which started international business early (≤1933 or between 1934 and 1955) are more globalized than those which started after 1955 (χ2-homogeneity-test confirms the connection between the business start and the self-estimated degree of globalization at χ2 = 13.209, df = 3 with p < 0.05). This suggests that corporate globalization is a development process needing time (cf. Ohmae, 1990), i.e. companies do not start business as ‘global’ companies. This result is independent from the companies’ country of origin. No difference of the companies’ self-estimated level of corporate globalization regarding the industry
 could be found, but with one exception: telecommunications. The fact that the telecommunications industry is highly globalized may be due to the intensive merger and acquisition activities in this industry, because the single companies grew faster-than-average through these activities in worldwide markets. But this industry influence is the only one found and could not be proved in the empirically determined groups showing different levels of corporate globalization (cf. p 12). This result criticizes all studies building on the hypothesis that industry generally pre-determines the level of corporate globalization (cf. Kobrin, 1991; Morrison and Roth, 1992 or Makhija, Kim and Williamson, 1997).

The exploratory factor analysis confirmed the reliability of four factors with 14 indicators. Factor 1 had a Cronbach’s Alpha of α = 0.858, factor 2 shows α = 0.753, factor 3 α = 0.732 and factor 4 α = 0.757, i.e. all factors show high reliability. An exploratory retrograde calculation was carried out to determine if the indicators can be clearly assigned to the particular single factors. All indicators could be assigned back to only one factor in each case. These factors were the basis for the confirmatory factor analysis, i.e. the detailed examination of scale validity by the secondary generation criteria
. The major dimensions found to measure corporate globalization reliably and valid are 1) standardization, 2) decentralization/ local adaptation, 3) integration and 4) personal interaction
. The factor ‘coordination’ turned out to be not an independent factor, but rather merged with factor 1 and 4. This seems to go against literature, but a closer look on the indicators of coordination and the interpretations of Martinez and Jarillo (1991) shows, that formal coordination mechanisms include activities fostering centralization, standardization and formalization (e.g. standard routines and policies, reporting processes, subordinates’ performance measurements, etc.). Therefore, formal coordination and standardization determine one another and cannot build two separate factors. Moreover, informal coordination mechanisms (cf. also Martinez and Jarillo, 1991) such as lateral relations (task forces, teams, etc.), informal communication (personal networks, transfers of managers, etc.) or organizational culture (shared vision and culture) build the basis to enable successful interaction. This is the reason why the factor ‘coordination’ also merged with factor 4 ‘personal interaction’
Some items were not reliable and valid and, therefore, eliminated. Regarding the other secondary generation criteria for factor 1: χ2/df = 1.98, the root means square error of approximation (RMSEA) is sharply on the limit with its value of 0.089, the goodness of fit index (GFI) is 0.970, the adjusted goodness of fit index (AGFI)
 is 0.909 and the comparative fit index (CFI) is 0.986. Analyzing the detailed secondary generation criteria, the construct reliability is 0.829 and the average variance explained (AVE)
 is 0.529. Therefore, the 50% limit set for this research is reached easily and factor 1 is accepted.

Insert Figure 3

Considering the factor ‘Decentralization/ Local adaptation’, Cronbach’s alpha is still on a high reliability level with 0.753
, giving again a clue that internal consistency of the measurement scale is given. Cronbach’s Alpha gives only a clue for internal consistency, but not for uni-dimensionality. The global secondary generation criteria could not be calculated reasoned below the table: three indicators have no degrees of freedom. What could be determined are the detailed secondary generation criteria: the indicator reliability, the construct reliability and the average variance explained. According to these measures, the second factor is accepted.

Insert Figure 4

The same fact as described before applies to factor 4. On this basis factor 4 is accepted as well.

Insert Figure 5

Factor 4 is called personal interaction rather than interdependence in general as all reliable and valid indicators are people-related indicators.

The third factor contains only 2 indicators, which makes it impossible to execute a confirmatory factor analysis. Therefore, only the first generation criteria could be examined. Interestingly, the two indicators show a relatively high Cronbach’s alpha with 0.732
. The item-to-total correlation is 0.579 and 57,8 % of the variance are explained by these two indicators.

Insert Figure 6

Afterwards, the next empirical step, a confirmatory factor analysis with all 13 indicators remaining, was undertaken. The four factor structure determined in the exploratory factor analysis is given here. The result of the confirmatory factor analysis of the entire model is presented in figure 7. The Fornell-Larcker-Criterion examining discriminant validity is also achieved. Therefore, at least 50% of the primary and secondary generation criteria are fulfilled. The specified model is justified and considered as reliable and valid.

Insert Figure 7

The next empirical step was the classification: The companies are clustered by factors 2 and 3, whereby factor 2 is the local adaptation and factor 3 the integration dimension. These two factors were chosen for classification to enable direct comparison of the empirical result with the theoretical approach of Bartlett (1986) and Bartlett and Goshal (1989), which took the same factors for establishing their grid. Of course factor 1 has obviously more explanatory power than factor 3. However, the classification remains the same regardless of which factor is taken. 

The objective is to test how the companies cluster according to these two factors and, afterwards, how they differ according to factor 1 and 4, i.e. to standardization and personal interaction. The results of the two-dimensional analysis are presented in figure 8.

Insert Figure 8

Three groups of companies can be distinguished (cf. figure 8). The blue squares represent the cluster centres, built through the mean value of each group within the two dimensions integration and differentiation. Cluster 1 (n = 62) shows high values on both dimensions (the ‘globals’), i.e. companies belonging to this group are highly integrated and localized at the same time (the mean value of all variables measuring integration is 5.80, the mean of all local adaptation variables is 4.94). The characteristic of this cluster is equal to the description of ‘transnational’ companies in the literature (cf. Bartlett, 1986) so that the existence of transnational companies in this sample is approved. Concerning the other two factors, the special focus of this cluster is on the factor ‘personal interaction’. This is the unique attribute of cluster 1 companies. The factor personal interaction also includes normative coordination mechanisms (cf. Hedlund, 1986). The normative point of view is often brushed off in international marketing and management literature. Therefore, this empirical study provides new evidence that it plays a major role in a globalizing corporate world. Regarding demographics, it can be stated that the ‘globals’ are huge companies due to their high foreign and total turnover as well as great number of employees. Only this category pursues global customer management programs ((2 = 18.973, p=0.015). The classification of companies is – as it was assumed in H 4 – significantly independent from industry
. 

Cluster 2 companies (n = 55) are far more localized than integrated (mean value of local adaptation variables is 6.0 whereas the mean of integration variables is 3.99) and correspond exactly to what is called a multinational company (cf. for example Heenan and Perlmutter, 1979, Goshal and Bartlett, 1998 or Beamish et al., 2000). Regarding factors 1 and 4, it can be stated that the multinationals are only a little bit less standardized than the globals, but do not focus on personal interaction. The local business units of such companies make autonomous decisions and are expected to generate their own resources
 and bear responsibility, i.e. the local units are seen as independent units only influenced by the headquarters to a certain extent to sustain and ensure that the topmost directives and aims are achieved. The multinationals are rather huge companies with a significant higher number of foreign affiliates than the global companies and a major number of foreign markets as well as high foreign turnover.

Cluster 3 (n = 13) shows low values on both dimensions, i.e. the mean of integration variables is about 2.35 and the mean of local adaptation variables is exactly 2.0. This could be the companies that just started to globalize. They are named the ‘beginners’, but correspond mostly to the category ‘internationals’ in Bartlett and Goshals’s typology. Regarding factors 1 and 4, it can be stated that cluster 3 companies show low standardization values and do not focus at all on the factor personal interaction. Regarding demographics, cluster 3 companies have very few affiliates, a rather small foreign turnover as well as a small number of employees and correspond mostly to the characteristics of SMEs.

To test the significance of the cluster result, a discriminant analysis was undertaken. The interesting question to answer was how well can the single factors separate the clusters, i.e. what is the discriminatory power of the single factors? Interpreting the mean discriminant coefficients for the four factors, factor 2 ‘local adaptation/ decentralization’ discriminates best, followed by factor 4 ‘personal interaction’. The average classification improvement over chance is about 58% (arithmetic mean over all groups). This indicates satisfactory validity. 

5. Discussion
Most variables named in literature as characterizing international, multinational or global firms, i.e. aimed to conceptualize these constructs, have been barely examined empirically. Only the study of Leong and Tan (1993) tried to empirically prove Bartlett and Goshal’s national integration - national differentiation grid (which could be confirmed only partly; the proof of the existence of transnational companies for example could not be adduced). Therefore, this empirical study adds to the existing measurement approaches by providing a scale for segmentation of companies according to their actual level of corporate globalization. Moreover, it also presents the first detailed and approved conceptualization and operationalization of dimensions and indicators measuring corporate globalization. 

The result of this work suggests a three-group-classification scheme contrasting the known four-group scheme: beginners, multinationals and globals, whereby the characteristics of the global companies also comprise what Bartlett and Goshal differentiate as transnational companies. Therefore, the two categories of global and transnational companies according to Bartlett (1986) and Bartlett and Goshal (1989) cannot be differentiated. Regarding the measurement dimensions and indicators, the only dimension stated in literature which could be proven empirically in this study is standardization. However, the single approaches focused especially on product standardization (cf. Morrison and Roth, 1992 and Montgomery and Yip, 2000) whereas this study showed that structural and process standardization are of major relevance in determining the level of corporate globalization. Personal interaction was considered in the literature only by Martinez and Jarillo (1989) in the framework of coordination mechanisms (i.e. formal and informal coordination). The dimensions integration and local adaptation were not operationalized explicitly in any of the examined measurement approaches. The indicator ‘top managers’ international working experience’ also used in this research was already examined by Sullivan (1994) and included in his ‘attitudinal attributes’ as well as in the further development by van den Berghe (2001) in the category ‘orientation’. 

The measurement approaches focusing on ratios (geography based measurements) such as the ratio of foreign sales to total sales (cf. Sullivan, 1994; UNCTAD, 1998 or Van Tulder and Van den Berghe, 1998) are only conditionally suitable for measuring corporate globalization: companies showing a high level also show a high percentage of foreign turnover/ sales, but these measurement approaches for example could not differentiate between cluster 1 and cluster 2 companies because both of them have a high percentage. Therefore, these approaches may be adequate for a fast and simple estimation of a company’s level of globalization, but not for a detailed segmentation approach as a basis for conscious strategic corporate planning.

The hypotheses developed in chapter 2 were tested and are summarized:

H 1a 
is not confirmed. Companies characterized by high values on the dimension integration show also rather high values on decentralization/ local adaptation.

H 1b
is not confirmed. Most companies rank high on integration and show certain local adaptation (the group of ‘Globals’).
H 2 
is confirmed. If companies (the group of ‘Multinationals’) are characterized by high decentralization/local adaptation, they show low values on all other dimensions.

H 3 
is confirmed. If companies (the group of ‘Beginners’) rank high on the dimension standardization, they have low values on all other dimensions.

H 4 
is confirmed. The degree of corporate globalization is not dependent on the kind of industry the company operates in.

H 5 
that companies use global customer management programs mostly if they are globalized could be confirmed. Only the cluster 1 companies, i.e. the fully globalized companies, indicated the use of global customer management programs.

6. Implications and Limitations

This work has a three-dimensional contribution: 1) the conceptualization of the construct “corporate globalization” as theoretical contribution, 2) the operationalization, i.e. the development of a measurement scale and segmentation approach as methodological contribution and 3) the determination of a company’s own and their customers’ actual position in the globalizing world as practical contribution with the aim to develop adequate strategies for each level of globalization and to enhance financial corporate performance. The results of the empirical study underpin the theoretical thoughts often presented in the globalization literature: organizational processes and systems as well as the personal factor build the basis for success. International working experience and a worldwide vision enhance a global mindset, described as essential by Wilson, Speare and Reese (2002). 

Companies belonging to cluster 1 (“Globals”) especially differ from the other clusters through their competence in personal interaction. These companies know how to implement cross-functional and cross-national teams as well as informal networks to successfully do the splits between national integration and local adaptation (normative coordination mechanisms). They communicate their global orientation in the form of a worldwide vision to both internal and external stakeholders. Especially this ‘living’ of a vision or orientation characterizes these companies and probably enables them to overcome organizational and structural difficulties that still bother cluster 2 and 3 companies. The directive for managers involved in globalizing their organization is to ensure that personal interaction can take place. This factor can be pushed by implementing the specific informal (= personal networks) and formal (= cross-functional and -national teams as well as worldwide vision) mechanisms. The adequate functioning of these mechanisms should be examined regularly. This could be done through a communication network analysis that clearly shows which employees build the central points, bridges, etc. On the basis of such an analysis the manager can aim at initiating contacts between the right persons to enhance the network and strengthen the informal contacts. Integration can be enhanced by securing that especially the management has international working experience and the overseas’ affiliates contribute to integrated operations.

To summarize, the research conducted within this work shows according to which factors and variables companies can be classified into different levels of corporate globalization and proves three major groups of German and Austrian companies showing different levels of corporate globalization.

Limitations are due to the fact that the confirmatory factor analysis results have to be interpreted as tendentious, because according to LISREL®-aspects the sample size (n = 130) was fairly small. Moreover, a number of items were lost which can be reasoned by the fact that most of the theory used in this work stems from American researchers and that items relevant for the US are probably not important for European companies. Therefore, a duplication of the research with an American data set would be of major interest. The failure to distinguish between globals and transnationals of course may also be due to the limited Austrian and German sample. Again, an enlarged data set would be of major interest. Finally, this work represents a cross-section analysis but corporate globalization is a dynamic phenomenon, wherefore a longitudinal study would be recommendable. 

Further future research questions lie in the connection of the different degrees of corporate globalization shown in the empirical results of this work with adequate strategic corporate planning in general as well as especially with the strategic design of adequate customer management strategies and programs. Moreover, the exploration of the relation of the level of corporate globalization to company performance is a potential subject to future research.
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FIGURES

Figure 1: Syllabus of measurement approaches

	Author(s)
	Year
	Research Focus
	Dimensions of Globalization (Measurement)

	Kobrin, St.J.
	1991
	Industry level
	Intra-firm trade, technological intensity

	Morrison, A.J. and Roth, K.
	1992
	Industry level
	Level of international trade, intensity of interna-tional competition, worldwide product standardization (scale economies), presence of competitors in all key international markets

	Leong, S.M. and Tan, C.M.
	1993
	Corporate level
	Use of the dimensions integration and differentiation as test of Bartlett’s grid

	Sullivan, L.
	1994
	Corporate level
	Structural attributes (ratio of foreign assets to total assets, the proportion of overseas subsidiaries to total subsidiaries), attitudinal attributes (e.g. top managers’ international experience) and perfor-mance attribute (ratio of foreign sales to total sales)

	Makhija, M.V., Kim, K. and Williamson, S.D.
	1997
	Industry level
	Integrated global, simple global, multidomestic transitional and multidomestic: measured by level of international linkages (= extent of industry’s international trade in relation to market size) and level of integration of value-added activities 
(= intra-industry trade)

	Ietto-Gillies, G.
	1998
	Corporate level
	Networkspread Index (Nsi): measures the ratio of foreign countries in which an MNE has foreign affiliates to the number of countries in which a firm potentially could have affiliates

Transnational activities spread index (Tasi): the higher the percentage of activities and the spread of such activities abroad is, the higher the degree of internationalization

	UNCTAD; 

Van Tulder. R. and Van den Berghe, D.
	1998
	Corporate level
	Transnationality Index: is calculated as the average of the ratio foreign assets to total assets, foreign sales to total sales and foreign employment to total employment

	Gestrin, M., Knight, R.F. and Rugman, A.M.
	1999, 2000
	Corporate level
	Templeton Global Performance Index: one year measure of returns on foreign assets, one year measure of foreign operating margins, three year measure of returns on foreign assets, three year measure of foreign operating margins

	Montgomery, D.B. and Yip, G.S.
	2000
	Industry and corporate level
	Domestic, international, multinational and global firm: level of international revenues and of product standardization

	Ruigrok, W. and Wagner, H.
	2000
	Corporate level
	Number or proportion of non-nationals (of the country of origin) on the board of the MNE; operating costs to total sales

	Kearney, A.T.
	2001
	National level
	Communication technology (e.g. percentage of population online), personal contact (e.g. data on international travel), trade in goods and services (e.g. changing share of international trade) and capital flows (e.g. inward/ outward direct foreign investment)

	Van den Berghe, D.
	2001
	Corporate level
	Operations: Tsi, Tasi, Sullivan Index, etc.; Ownership: Number or proportion of shares owned by foreigners; number of foreign stock markets a MNE is listed on; use of international accounting standards;

Orientation: managers conception,  psychic dispersion of international operations, top managers’ international experience ;

Performance: return on assets, sales, equity or investments, ratio of foreign profits to total profits, cost of sale to total sales;

	Parvatiyar, A.


	2001


	Company level


	Global players, global transitionals and global aspirants


Figure 2: Research Design

	Theoretical Framework
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	Development Process of Item Battery - Qualitative Approach

1) Conducting Expert Interviews 

2) [image: image3.wmf] 

Model of Indicators Measuring Corporate Globalization: Operationalization

	

	Scale Testing - Quantitative Approach

1) Confirmatory Factor Analysis
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	Classification of Companies – Quantitative Approach

1) Cluster Analysis: Mean values of indicators per dimension

2) Discriminant analysis: Discriminatory power of classification types


Figure 3: Factor 1 ‘Standardization’

	1. Indicator Information

	Indicator
	Item-to-total-correlation
	Indicator reliability
	t-value of the factor loading

	Standardization of rules
	.660
	.527
	7.770

	Similar knowledge application worldwide
	.650
	.595
	8.226

	Established reporting processes
	.672
	.504
	7.602

	Coordinated program implementation
	.701
	.573
	----a)

	Standardization of processes
	.632
	.450
	7.184

	2. Factor Information

a) Cronbach’s Alpha
.858

b) Explained variance (exploratory factor analysis)
50.6%

c) Results of the confirmatory factor analysis

χ2-Value/Degrees of freedom
9.904/5


(p-value)
(.078)

RMSEA
.089

P (RMSEA ≤ 0.05)
.177

GFI
.970

AGFI
.909

CFI
.986

Construct reliability
.829

Average variance explained
.529


a) Value set 1. Therefore, no t-value is calculable.

Figure 4: Factor 2 ‘Decentralization / Local adaptation’

	1. Indicator Information

	Indicator
	Item-to-total-correlation
	Indicator reliability
	t-value of the factor loading

	Local resource generation
	.551
	.425
	5.705

	Profit responsibility of country managers
	.612
	.587
	----a)

	Autonomous business decisions
	.593
	.519
	5.799

	2. Factor Information

a) Cronbach’s Alpha
.753

b) Explained variance (exploratory factor analysis)
51.0%

c) Results of the confirmatory factor analysis

χ2-Value/Degrees of freedom
------b)


(p-value)
(----)b)
RMSEA
------b)
P (RMSEA ≤ 0.05)
------b)
GFI
------b)
AGFI
------b)
CFI
------b)
Construct reliability
.689

Average variance explained
.510


a) Value set 1. No t-value calculable.

b) This confirmatory factor model contains only three indicators and, therefore, has no degrees of freedom. For this reason, the calculation of the measures missing is not reasonable.

Figure 5: Factor 4 ‘Personal interaction’

	1. Indicator Information

	Indicator
	Item-to-total-correlation
	Indicator reliability
	t-value of the factor loading

	Worldwide vision
	.544
	.402
	5.792

	Cross-functional/ -national teams
	.618
	.599
	----a)

	Informal people networks
	.609
	.561
	5.976

	2. Factor Information

d) Cronbach’s Alpha
.757

b)
Explained variance (exploratory factor analysis)
52.1%

c)
Results of the confirmatory factor analysis

χ2-Value/Degrees of freedom
------b)


(p-value)
(----)b)
RMSEA
------b)
P (RMSEA ≤ 0.05)
------b)
GFI
------b)
AGFI
------b)
CFI
------b)
Construct reliability
.732

Average variance explained
.521


a) Value set 1.

b) This confirmatory factor model contains only three indicators and, therefore, has no degrees of freedom.

Figure 6: Factor 3 ‘Integration’

	1. Indicator Information

	Indicator
	Item-to-total-correlation

	International working experience
	.579

	Complementary overseas contribution 
	.579

	2. Factor Information

a)
Cronbach’s Alpha
.732

b)
Explained variance (exploratory factor analysis)
57.8%


Figure 7: Results of the confirmatory factor analysis of the entire model

	1) Single Indicator Information

	Factor
	Indicator
	Indicator reliability
	t-value of the factor loading
	Factor
	Indicator
	Indicator reliability
	t-value of the factor loading

	Standardization
	1

2

3

4

5
	.529

.577

.525

.587

.428
	8.094

8.478

8.066

----

7.225
	Integration
	1

2


	.845

.396
	4.443

----

	Decentralization/ Local adaptation
	1

2

3
	.446

.627

.455
	6.381

----

6.421
	Personal interaction
	1

2

3
	.449

.482

.620
	6.367

----

7.035

	2) Factor Information

	Factor
	Factor reliability
	Average variance explained 
	Factor
	Factor reliability
	Average variance explained 

	Standardization 
	.825
	.505
	Integration
	.834
	.517

	Decentralization/ Local adaptation
	.675
	.510
	Personal interaction
	.769
	.629

	3) Complete model information

χ2-Value/Degrees of freedom
105.567/59


(p-value)
(0.0002)

RMSEA
.068

P (RMSEA ≤ 0.05)
.128

GFI
.899

AGFI
.844

CFI
.963


Figure 8: Companies clustered by factor 2 and factor 3
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� The terms ‘national differentiation’ and ‘local adaptation’ are used synonymously throughout this work!


� As counterpart to centralization because it is not necessary to survey both dimensions.


� The following industry categories were examined: automobile (11.3%), chemical industry (19.0%), food and beverages (11.3%), computer industry and IT (6.9%), engineering industry (12.8%), textile industry (6.2%), telecommunications (2.6%) and miscellaneous (55.3%, due to the multiple response system in this question, this category contains a high number of specific second or third business areas named that could not be allocated to the main categories above).


� 50% of the global and 50% of the detailed criteria have to be fullfilled for model and scale acceptance.


� Called personal interaction rather than interdependence as all items are related to personal actions.


� The χ2-test as well as GFI and AGFI are used to determine the entire adjustment of the measurement model.


� AVE is used as test statistic for reliability as well as for convergence validity (cf. Homburg and Giering, 1996, p. 11).


� The limit was set before with α ≥ 0.70.


� As is known, the level of this coefficient is also positively dependent on the number of indicators (cf. Carmines and Zeller, 1979, p. 45f.). One could therefore expect a rather low value.


� For the automobile industry, the homogeneity chi square test of the cross-tabulation (with the three cluster groups) was (2 = 0.193, df =2, p=0.908, for the chemical industry the (2 =  0.276, df=2, p=0.871, for the food industry the (2 = 2.354, df=2, p=0.308, for the IT industry the (2 = 1.899, df=2, p=0.387, for the engineering industry the (2 = 2.304, df=2, p= 0.316, for the textile industry the (2 = 4.263, df=2, p= 0.119, for the telecommunication the (2 = 0.244, df=2, p=0.885 and for the miscellaneous (2 = 1,704, df=2, p=0.427.


� The resources do not necessarily include R&D, which is often still managed by the headquarters.


� As the calculation formulas of all missing measures are based on the degrees of freedom.
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