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ABSTRACT

Globalisation of markets is a phenomenon that receives much attention and is
extensively debated both at general societal/institutional/cultural levels and at market
and business levels. In any globalization process, distribution of goods and services
between and within local industrial and consumer markets is obviously of crucial
importance. Globalisation of markets and reorganization o distribution are mutually
dependent processes and involve changes in market structures. Contemporary examples
of this are the emergence of global supply chains, internationalization of wholesale,
retail and transportation firms and the development of sales via the internet. These
dynamic aspects of distribution imply reorganisation of firms and relationships between
firms (including strategic alliances and mergers) involved in distribution activities. This
paper will discuss the nature of the interdependence between globalisation of markets
and the reorganisation of distribution applying a network view of markets and with
reference to cultural dimensions. Some broad issues for further research aimed at
understanding globalisation, will be addressed from the network per spective.

INTRODUCTION

The theme of this conference is culture and cooperation in digtribution. The issues | will
address and the way in which | do it are very much in the IMP research tradition. They
thus ded with processes of interaction, with connectivity in markets and with the
internationdisation processes of firms and of makets More specificdly, | am
concerned with that aspect of internationdisation that is referred to as globdisation and
that aspect of economic activity tha in the marketing literature is labelled digtribution. |
will then add the culturd dimenson to the andyss. The emphass is on dynamics on
change and gahility over time.

IMP research is varied within the generd interaction and network frameworks. | will
adhere to the notion that the market, as a form of governance for production systems
(including digtribution and consumption), is regarded as a network of actors that are
directly and/or indirectly connected to each other through exchange reaionships and/or
as competitors.

In the business press, globdisation of firms and markets is indeed a mgor subject. | just
picked a few when | searched a database for the keywords globalisation and markets.



The articles, the type of which exigts in the thousands, Efer with few exceptions to the
drategic actions by firms. | will briefly cite some typicd examples:

UPSdiversifying building overseas

National Semiconductor, thanks to an outsourcing agreement with UPS, has been
able to move finished integrated circuits fromits factories in Asia to its customers on
the West Coast in spite of the labor conflict that closed down the portsin California
and Washington for several weeks. UPS handles, after a deal worth USD$25-30
million per year, all of NS s overseas shipments from a global distribution center in
Sngapore, built exclusively for NS. UPS won the contract in competition with
FedEx, NSformer partner. UPSlong-term strategy is said to compete with air freight
rivals and ocean cargo carriers for business in the Pacific Rim. UPS has built
sorting plants and hubs in Asia and is adding ocean shipping to its vast air and
ground transportation network and documentation handling. To implement this
strategy they have also aquired other companies. UPS refers to the customers
demand to have one supplier for their global transportation needs
(San Francisco Chronicle, October 6, 2002).

Retailer hubs wage war on Wal-Mart

Major retailers facing thin margins and the up-heaval caused by globalization and
increasingly finicky consumer demand, are counting on bto-b exchanges to help
them take on industry behemoth Wal-Mart Sores Inc. The companies, or in some
cases the coalitions of companies that best execute their bto-b strategies, could
become the retail success stories of the 21st century. Two massive industry
exchanges, the WorldWide Retail Exchange and Global NetXchange are ramping into
full production this month. WWRE members include Tesco, Albertson’s, Walgreen
and Safeway. GNX isled by Sears and Carrefour (B to B, Oct 23, 2000).
Globalization, service on minds of distributors at EDS

In the joint supplier/distributor Electronic Distribution Show (EDS), the
globalization issue was highlighted. OEMs are expanding into new markets and
distributors, suppliers and contract manufacturers must follow or risk loosing

mar ket shares (Electronic Engineering Times, May 13, 2002).



Connecting the dots

To be able to adjust logistic processes to unforeseen problems, shippers need
information systems. But achieving the necessary level of visibility requires more
than hefty software. Shippers must also create intricate webs of trade partner
connections or get someone else to do it for them. Descartes is such a firm. A recent
job required Descartes to integrate a customer with more than 58 external systems.
Creating logistics networks has become a necessity...central to the success is
bridging the gap between shippers and carriers...at present collaboration often
means coercion as shippers force carriers to participate in networks on their
terms...(Traffic World, Dec.10, 2001)

The bottom-line: collaboration works, AAPN meeting sets the stage for exploring new
partnership

....in todays apparel industry, no company is an island. Practices such as SCM and
CPFR pull together formerly distinct and separate elements in the industry, from
pre-production to retail....Board members of the American Apparel Producers
Network (AAPN) voted to go global and accept members from any nation....it was
noted that collaborative product devel opment is becoming increasingly important for
manufacturers, retailers and suppliers alike because of the growth of full-package
sourcing, private label retailing and the migration of so many business processes to
the Internet...(Bobbin,August 1, 2002)

The business press has for severd years reported on drategic initiatives in business to
adapt to globaisation (rather than driving it), and to reorganise distribution in current
markets. Some are manufecturers, some are digtribution specidists, some are software
firms, some are in other service indudtries. There is usuadly reference to the need to
increase  effectiveness and to cooperate to meet increasng globa compstition. IT
processes are often referred to. They seem to reflect a rather isomorphic reasoning with
implicit references to wdl known, modern management practices. Globdisation in the
aticles ssems to imply convergence. The aticdes focus on the initiatives and their
objectives, but rardy on the outcome of the initigtives, unless they are Spectacular
successes or falures. What happens after the event, after the ded, when the drategic



plan is implemented (if it indeed is implemented)? What drategic actions are taken
concurrently or sequentialy by other directly or indirectly connected actors? These are
questiions worthy of both managerid and academic attention.

This paper builds on two mgor assumptions:

1. Make dructures are srongly influenced by srategic actions by incumbents or
entrants. Such pardld and sequential actions serve to continoudy reorganize
markets. In this paper, reorganization is focused on globalisation processes.

2. Didribution ectivities in markets are of a very interlinked nature and therefore
need to be organised through dynamic interorganisationd reationships, thus
being apart of the reorganisation of markets mentioned above.

This paper will discuss the nature of the interdependence between globdisation of
markets and reorganisation of didribution. What are the some important issues for
further research and how can network studies be helpful in this respect?

The dispostion is as follows. Firg, |1 need to present those aspects of a network view of
markets that are important for my arguments. Second, | will introduce the mgor
concepts of globdisation, didribution and culture and how they are relaed to each
other. Third, |1 will discuss the reorganisation aspect of globaization and digtribution.

Findly, I will identify some research issues.

A NETWORK VIEW OF MARKETS

The folowing section is based largely on Mattsson (1998). Generdly spesking, the
market is an inditutiond form for coordination of production sysems. The production
sysem consggs of interdependent resources and interlinked activities for production
(induding didribution and consumption). Actors control resources and carry out
activities.

In a markets-as-networks view, the generic governance dructure is networks of
multidimensond, dynamic exchange relationships between economic actors who
control resources and carry out activities. The market process takes place within such
network sructures. The dructure influences the process and the process influences the
dructure. The market is an evolving, socidly condructed inditution characterized by
both cooperation and competition.



A market is embedded in, and thus influenced by and influences, an institutional setting
comprised of a society’s norms and culture. Networks are open; there aways exist some
connections, or potentiad connections, between two networks. The larger the number of
network connections that are common to two networks, the more the two networks
overlap. Changein overlap is conceptudised as overlapping, thus indicating a process.
Despite this openness, delimitations are necessary to make sudies and actions at dl
possble. Any ddimitation depends on how andysts or actors perceve reevant
interdependencies. Interdependencies and thus market boundaries are changing over
time. Such processes can be seen as overlapping of markets and are a major aspect of
market dynamics, epecidly in terms of globdisation.

The market processes are to an important extent, endogeneoudy driven through
voluntarigtic behaviour by actors in the market. But the market process is dso to some
extent exogeneoudy driven, by actors or norms in society that we as andysts chose to
condder as outsde of the market; for example, government agencies and culturd
characteridics.  Change and dability in exchange reationships and in  the
interdependencies between exchange relationships are thus aspects of market dynamics.
It follows aso that entry and exit of actors from the market and changes in connections
between actors that are due to mergers, acquisitions and dtrategic aliances are aspects of
market dynamics.

The network can be described in terms of connectivity, i.e., how actors are directly and
indirectly connected to each other. They are podtively connected when they have a
bascdly cooperative relation as in an exchange relationship between a supplier ad a
buyer, or as in any form of joint activity due to a joint project, an dliance, or common
ownership. Actors are dso bascaly negatively connected to some others because they
compete, directly or indirectly, with each other to develop exchange reaionships with a
third party. The sgn of the connection might change or become less podtive or negative
due to network processes involving, for example, supplier switching behavior, market
entry or exit, mergers, or changesin the composition of strategic aliances.

Each actor can be viewed to have a postion in a specified network. The postion
describes how it is connected to the other actors (to what externa resources it has access

and with which actors it competes) and the attributes of itsinterna resources.



Srategic actions are amed a influencing own and other actors’ network positions and
by definition thereby, am & influencing the connectivity pattern and the rdationship
content in the network. The action is cdled drategic because it is amed at the actor’s
relation to its context. A drategic action does not necessarily succeed in influencing the
connectivity since this is dependent aso on actions and re-actions by other actors. For
exanple, for a Hle’s effort to edtablish an exchange reationship with a buyer to
succeed, the buyer”s strategic action must of course be compatible with such anaim.

There are two bases for strategic actions by a foca actor: its pogtion in the network and
its network theory. The podtion is importat, snce its ability to influence the network
depends on how it is is connected to other actors and the quantity and qudity of its
interna resources. The actor’s network theory, is defined as the actor’s set of systematic
beliefs about network dtructure, processes and performance and the effects of its own
and others’ drategic actions. The network theory is important because it influences what
drategic action is taken.

Strategic actions are both constrained and facilitated by the network structure and by the
drategic actions by others. Strategic actions to cope with changes in connectedness can
caue multiple, time-disributed and interrelated drategic actions in a network. Such
chains of actions can be andysed as caused by the “domino effect” (Hertz 1998).

Pogtive connections through overlgps introduce variation and complementarities in a
network, and open opportunities to coordinate extended production systems. Negative
connections, due to overlgps, imply that competitors from other networks exist,
threstening actor's pogtions in a focd market. Overlapping processes result from
drategic actions and imply changes in overlgps between networks. Thus, overlaps
influence overlapping processes and vice versa

Market dynamics, in the sense of dructurd and processua changes, according to this
network view of markets, are thus to an important extent, driven by drategic actions
amed a changing the market structure. This can be viewed as reorganization processes
where the drategic actions driving such processes are influenced by actors’ perceptions
and cognitions about the network, i.e., their network theories.

Globdisation is a reoganization process in overlgpped networks. Didribution is a vitd
type of activity in globdisation in which culture influences the actors network theories.



GLOBALIZATION, DISTRIBUTION AND CULTURE
Globalisation
Globalisation of a firm is a process that essentidly can be defined as an dready highly
internationdised firm’s increesing integration of its activities and its resources between
different geographical markets (Johanson and Mattsson 1988). Thus, with reference to a
conceptudisation of internationdisation of a firm, the firm globdises when it has
dready extended its activities to cover many makets and it has aready penetrated
severd markets to the extent that it is not a margind actor in those markets. However,
this antecedent process can be quick as in the case of so called “born globals’.
It is important that the notion of globdisation of a firm should not stop a its legd,
ownership boundaries. A firm might globdise through contractua cooperation with
other firms. In fact, some observers argue tha this is currently the dominating mode of
globalisation (Morosini 1998).
Since globdisation is a process we need to take a dynamic approach to understand it.
Four dterndives are:

1. Globdisation is an effect of wha is regaded as exogeneous, inditutiona
influences (political development, technica change) to which a business adapts;

2. Globdisdion is an effect of autonomous drategic action by the individud firm.
Globdisation is thus a firm endogeneous process.

3. Globdisation is an effect of draegic actions taken in pardld or sequentidly, by
severd individud firms whose draegic actions are interdependent because they
cooperate and/or compete. Globalisation is thus a network endogeneous process.

4. CGlobdisation is an effect of interaction between both exogeneous and
endogeneous processes; i.e, globdisation of a firm is dso dependent on overal
societa conditions such as changes in culture and public paolicy.

In this paper, we teke globdisaion to mean the lagt dterndive, dthough we will have
vey little discussion of the influence of public policy.

It is important to consder to what extent a globaisng firm aready has a globa reach
through prior drategic actions teken by locd subsdiaries. This is obvioudy a very
common characteristic (Forsgren 1989; Blomstermo et.d. 2001) that has an effect on
globdisation, causng both problems and opportunities for centrd management,
especidly in cases of globdisation through mergers and acquidtions nd dliance modes.



The process is not a one-directiond one, towards higher and higher leves of globd
reech and coordinaion. There are many barriers in a firm’s globaisation process, as we
will see when we discuss the reorganisation process. It is dso important to note that
globalisation does not by definition imply homogenization.

Globalisation of a market is defined as increasng interdependencies between the
activities in that market on activities and outcomes in severd other, spatidly dispersed
nationd markets. Each of the four different ways to explan globdisaion of the
individud firm may be used dso for explaning globdisation of markets. If we adopt
Alternative 3 above, we focus on endogeneous processes in “overlapping” networks
(Mattsson 1998). Thus, globaisation of markets interacts with globdisation of firms
who act as sdlers and buyers of goods and services. Since we refer primaily to
Alternative 4, we aso have to consder the dynamics of the indtitutional setting.

Globaisation of markets is thus driven by the actors and dso influenced by culture and
legd/politicd norms. Why do firms commit such drategic actions? We assume that
drategic actions ae based on some more or less explicit set of objectives, an
understanding of the firm and its market and ideas about how to reach those objectives;
i.e, actors apply their “network theories’. Objectives and actions could be to increase
effectiveness by cooperation across markets, to preempt competitor moves by a rapid
internationd merger; or to increese market shares internaiondly by joining an dliance
of digtribution specidigs.

Thus globdisation is not an unavoidable process, driven by some deterministic outsde
force, but an interactive strategic process driven by goa-oriented actors.

A globd maket is complex and rich in connectivity. It is continoudy crested and
recreated by the actors.

Globdization is not necessarily, or by definition, a process towards grester
homogenization and convergence across nations and cultures. Glimgtedt and Mariussen
(1998) present arguments in the debate both for and againgt the convergence hypothesis,
i.e, that globaisation is interdependent with homogenization across nétions as regards
indtitutions, markets and business behaviour. This hypothess has been chdlenged by
dternative  interpretations  of  globdization:  theories of inditutiona  advantage,
condiructivist models and cuturd theories.



Some empiricd evidence for non-convergence, related to the theme of this paper ae
Duysers and Haagedorn (2001), in a sudy of the international computer industry,
found little evidence for convergence between firms from different regions in terms of
drategy and Sructure. On the contrary, they found divergence. De Mooij (2000)
guestions the asssumption that economic development would result in converging needs
of consumers and standardization of marketing and advertisng. She clams that, based
on her sudy of consumer behavior across different nationdities, that consumer values
are S0 drongly rooted in history and tradition that convergence of incomes will  increase
divergence in consumption because consumers will have more freedom to express
themselves through their own specific vaue patterns.

The dynamic influence of the palitical/inditutiond norms on globdisation is of course
important. Public policy; for example, trade regulaions, competition lavs and public
invesments in infrastructure are just some examples that we cannot pursue here. For
those who may be interested, see Higstein and Merand (2002) on the role of public
policy for Europeanisation vs Globaisation and Morash and Lynch (2002) on the role
of public policy for effective reorganisation of supply chains.

Distribution

Didribution has changed in character during the last decades from an emphass on
speculation (requiring forecads, inventories, severd layers of intermediaries) to an
emphass on postponement (customization, less inventories, more direct contact
between manufacturers and end users). Gadde (2001) who observes the above change
argues that a digribution system should not be seen as a channd of distribution “out of
the manufacturer” (a supply oriented view), but as a network of specidised actors,
active in fulfilling cusomer specific and heterogeneous needs (a demand oriented
view). Hulthén (2002) and Kaplan (2002) show the condderable heterogeneity in the
digtribution of computers at a specific time period.

This development is linked to the grester drategic atention given to digtribution
activities (as evidenced in the vast recent literature on supply chan management).
Efforts to lower costs and enhance sarvice levels need closer coordination in the
network and reorganisation of relationships between actors. Lowson (2001) stresses the
operaiona complexity of reorganizing retaler’s supply chains for greater effectiveness.
Speed and flexibilty are of increasing importance and distribution arrangements become
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more differentiated according to Gadde (2001). Reaionship building for effective
coordination becomes an important and codtly activity.

Gadde's andyss does not specificaly account for globdisation processes. If we
consder globdisaion, we add condderably to the complexity. Flows of goods and
information have to be coordinated across national borders and the network processes
involved to build and maintain relaionships for coordingtion of digribution activities as
well asfor production and use activities becomes more complicated.

How then are globalisation and distribution linked to each other? Three main types of
linkages can be identified:

Firgt, distribution specialists globalise. Retalers, wholesders, freight forwarders and
other trangportation firms, globaise as an aspect of their own growth darategy. That is
in itsdf an interesting aspect worthy of research. Such research has mainly concerned
retal firms (McGoldrich and Davies 1996; Vida et.d 2000; Gidens and Dekimpe
2001), and to a rather limited extent freight forwarders (Hertz 1993; Ludvigsen 2000).
Andersson (2002) is one of the very few academic publications on internationalisation
of wholesdling. Lately, internet based retall and wholesde actors have of course been of
growing interest both for academic research and for the business press.

Second, globdisation of manufacturing firms  requires  coordination  between
distribution and manufacturing activities. Since globdisation of manufacturing firms is
often concerned with specidisation of production resources and activities to spatidly
dispersed locations, and since, as was pointed out in the previous section, speed and
flexibilty are of great importance, it is obvious that globaisstion of didribution and
globdisation of manufacturing are dosdy interlinked. Globdisation of a manufacturing
firm is not only is a maiter of internationa production and sdes but aso
internationalisation of procurement. Thus, didribution matters both “downstream” and
“upstream’’.  In the literature on internationdisation of manufacturing companies,
digtribution aspects are consdered with regard to extenson and penetration dimensions.
Extenson refers to entry drategies (direct export, sdes agent or sdes subsdiary) and
penetration to the change from agent to subsdiary during increesng market
commitment. Integration, as an aspect of globaisation, increases the didtribution task.
Globdisation of manufacturing firms will no doubt require subgtantid reorganisation of
the firms digribution activities and its links to complementary distribution specidigs.
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It is very likdy tha globdisation of manufacturing firms is an important driving force
for globdisaion of didribution firms especidly firms that are involved in didribution
between points of manufacturing, such as trangportation firms and wholesde firms.
Hertz (1993) demondrates this. Andersson (2002) shows that internationdization of
wholesde intermediaries is very much interdependent with internationdization of ther
suppliers and customers.

Third, globalisation of retail firms drives globalisation of manufacturing firmsthat sdl
through retalers. If a retaller coordinates its purchasing and assortment across markets,
then the suppliers of goods to such retalers will be influenced, ether in terms of
conditions for supply to markets where it dready sdls or is given the opportunity to sl
in new makets, or, it risks being out-competed by dternative suppliers to the new
markets (Ruiz 2000). Mitchdl (2000) restates the often heard argument that nationd
brand manufacturers face difficult problems when ther retall cusomers globdise. Ther
margins are cut due to centraised sourcing and there is amove towards globa branding.
Fourth, development of electronic commerce (B-to-C and B-to-B) is said to have a
globdisng effect on naiond makets. The most enthusagtic proponents during the
hype a couple of years ago, grossly over estimated the reach and speed of the process.
Severd dudies suggest why internet retailling has not become as strong a globdisation
force as was generdly expected. Chakrabrati (2002) refers to the often held opinion that
competition between e-retalers is increesngly intense, continoudy narowing margins.
Therefore, the argument goes tha the firms need to rapidly expand their market sze by
international  expandgon. However, high cross-border shipping cods put foreign e
retalers a a disadvantage in competition with locd eretalers. It is shown how Amazon
fails to succesfully compete with aleading Canadian on-line book-retailer.

Baye et.d (2002) report on a study on the effect of ontline prices in seven European
countries. They show how the quoted prices for standard products sold in Eurozone and
non-Eurozone naions developed after the Euro changeover. The results were rather
surprisng. There was no price convergence between the Euro-zone nations studied and
prices increased rather than decreased, while the tendencies in the nonEurozone
countries were the opposite. Thus, there seem to be strong locd influences even for
sandardised products. Lynch and Beek’s (2001) study of advanced internet users in

different countries shows differences between users in different countries as to bdiefs,
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dtitudes and internet buying. This was the case even after culturd, socio-economic and
macro-economic variables had been controlled for.

We can conclude that didribution in severd dimensons is an important aspect of
globdisaion, thet globdisaion of firms and markets require reorganisation of
digribution and that the interaction between didtribution and globdisation is quite
complex.

Culture

Culture is a rather dusve concept. Culture is expressed through a shared set of
assumptions, beliefs, ideas, vdues and the symbolic meaning given to behaviour and
artefacts. Hofgede (1991) refers to “collective programming of the mind’ that
digtinguishes the members of one group from another. Culture is learned and shared
within socid collectives. A digtinction can be made between organizationd culture and
national culture. Organizationd culture is more changesble than naiond culture
Organizationd cultures differ within the same nation. Nationd culture is deeper and less
adgptable than organizationd cuture. The later is influenced by the former. Hofstede's
wel known five dimensons describe for busness the rdevant dimensons of nationd
culture (power digance, uncetainty avoidance, masculinity vs  femininity, time
orientation and individudism vs collectivism) and have been used many times to
compare organisations based in different nations.

The links between globdisation (including globdisaion of firms and markets) and
culture is much discussed in socid science. Tomlinson (1999) stresses the reciproca
relaionship between the two; “globdisation lies a the heart of modern culture; cultura
prectices lie a the heart of globaization”. He understands globdisation as an empirica
condition of complex connectivity (in time and space), a rapidly developing and ever-
denang network of interconnections and interdependencies that characterize modern
socid life. Globdisation however, is not a one-way process. The outcome of a pull
towards “unicity” (thinking of the world as a whole) is not necessarily a dgn of
incressed  uniformity/homogeneity. The sociological reductionism of writers like Ohmae
(1990) who argue for convergence between consumer tastes and preferences and
globdisation of dl aspects of economic life, has been critiziced as being too one-
dimensond. Many authors, dressng cultura issues, argue that “understanding of
globdization involves a didectic of opposed principles and tendencies; the locd and the
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globd, universdism and paticulaisn” (Tomlinson 1999. p 16). Culture matters for
globalization because it is an intringc agpect of the whole process of connectivity.

Globdisation of firms and markets obvioudy involve confrontations between cultures,
both a the organizationd and nationd levdls Mog often, culture and culturd
differences are regarded as barriers to globdisation of firms and markets. But there are
adso arguments to the contrary, linked to ideass of synergy between culturd traits when
combined within an organisation or a project.

Globdisation as a process is interdated with the dynamics of nationd and
organisationd cultures. To what extent is the diffuson of anglo-saxon vaues and
behavior due to globdisaion of firms and makets influencing Adan nationd cultures
as regards consumption and business behavior? And vice versa? The complexity of this
issue is demondgtrated in severd research reports. A few examples are mentioned below.
Stensmaa et.d (2000) shows that entrepreneurid attitudes towards cooperation between
firms ae influenced by undelying vdues in sodety. Collectivis societies emphasise
commondity in terms of objectives and vaues to ensure cooperative success, while
individualigtic societies emphasize contractua safeguards.

Clegg et d (1999) contains aticles criticizing the diffuson of universdidtic recipes and
logics for management. The culturd and inditutiond diversty of the world presents
locdl redlities that chalenge the effectiveness of universa organizationd rationdities.

Lee et.d. (2000) compared management styles of two Adan busness systems, with a
Japanese rather than an American perspective. They found substantid differences, but
two sources of convergence: Size and globalisation of the firm.

Mdewar and Saunders (1999) report on a study of the extent to which UK firms
operating abroad standardize their corporate visud identity. It is found that market entry
form and equity holding are associated with corporate visud identity and that culture,
nationalism and product atributes were influentid factors. Thus globdisation in terms
of dandardisation of even quite controllable communication aspects is not a clearcut
process.

In the early internationdisation process Sudies a Uppsda Universty, the psychic
disance between nationd markets was measured according to a number of variables,
most of them of a culturd nature. Cultural distance has been shown to have effects on



14

mode of entry (FDI vs licenang), on the process of forming the agreement, and on
operationa problems (the emphasis on short vs long term results).

The traditioral concept of psychic or culturd disance has been chdlenged by
researchers who have dso found it to sometimes lead to paradoxical results. Brouthers
and Brouthers (2001) refer to the contragting results in the explanatory power of psychic
distance as regards mode of market entry and offer a reconceptualisation to resolve the
paradox. Also Evans and Mavondo (2002) offer a reconceptudization, broadening the
concept. However, even if they can explain a ggnificant proportion of the variance in
finendd peformance and draegic effectiveness, paradoxicdly they found it to be a
positive covariance.

Convergence between cultures can be of three types. One posshility is a dominance of
one over the othes For example, Anglo-saxon management practices become
dominant. This is the mosily used definition of convergence. A second dternative is that
foregn cultures are diffused into each others domains and co-exig within severd
nations. For example, there is coexistence on supermarket shelves throughout the world
with products originating from a large number of nationd cultures. A third convergence
dterndtive is that the cultures interact (co-evolve) in such a way tha they ae dl
changed in a convergent direction. For example, culturdly embedded vaues stressng
competition and vaues stressing cooperation might be combined in such a way that a
different, but more gmilar “collective programming of the mind’ deveops.
Convergence is thus not necessarily an aspect of domination, but could dternatively be

regarded as co-existance or co-evolution.

REORGANISATION FOR GLOBALISATION AND DISTRIBUTION
Reorganisation involves changes in the network dtructure and processes and in the
production system interdependencies. There are changes in terms of how actors are
connected to each other and in the attributes of resources and activity Structures.
Reorganisttion involves investments and divesments. It is driven by firms efforts to
gobdise in an effective way. It is a matter of linking the firm's resources to
complementary resources controlled by other firms. Reorganisation involves changes in
how the individua firm is connected to other firms as regards identity of counterparts,
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governance conditions and content of interactions. Reorganisation is thus a matter of
changesin network positions, which, by implication, are sometimes overlapping.
Individual and local changes in the market changes the market conditions for other, not
directly related firms. These other firms can be assumed to concurrently or sequentidly
consider how to reorganise their own globalisation process:
because they compete with one or more of the other firms and believe that they
need to reorganise for effectiveness; or
because the first reorganisation implies a superior way to incresse effectivenss
even if thereis no direct competition.
Globdisation involves reorganisation of firms and makets. Ingde the firm, it is a
question of organisgng in order to coordinate activities across nations. Externdly, it is a
meatter of how the firm is related to others in terms of cooperation and competition. In
other words. globdisation involves governance changes within and between firms. In
network terms, reorganization for globdisation involves overlgoping and changes in
connectivity structures. We will now discuss some more specific aspects relaed to the
multinationad company, to mergers and acquisitions and to drategic dliances.
The multinational company undergoing globdisation needs to reorganise interndly.
Much has been written about this so we will comment only very briefly on some
aspects of importance to support the arguments.
Fird, the importance of laterd relationships between units in the firm has been stressed
(Gdlbraith 2000).
Second, the importance of disseminating knowledge developed in the subsdiaries’
externa business reationships have been sudied (Andersson and Holm 2002). The
phenomenon “secondary degree of internaiondisation” (Forsgren 1989) puts the
previous internationdisation of subsdiaies in focus This has an important and
problematic influence on the reorganisation for globdisation. Havila e d. (2002) argue
that it is not the sze of the MNC's but the control of networks that is the important
aspect of their power. Ther ability to create globa networks and utilize geographicaly
dispersed resources is crucid. It follows that an important aspect of this is the ability to
learn in and from networks (H&ansson and Johansson, 2001). Learning in dliances is
both an objective of the dliance and ingrumentad for making the dliance more
effective. Boyce (2001) reports on a number of dudies of drategic aliances from
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different time periods and concludes that the learning that took place in these dliances
could not have taken place within a hierarchy. Thus learning in the multingtiond firm
from its network context can be influenced by itsinternd organisation.

Third, driven by globdisation of cusomers (Montgomery et. d, 1999), suppliers
develop globa key account organisations. Birkinshaw et a. (2001) found that globa
account management dructures dlow the MNC's to increase its information processing
cgpacity and its bargaining pogtion vis-a-vis the globa customer. The effectiveness of
information processng through globd account management was found to be
conditional upon the presence of high customer dependence. The organisationa change
to a globd key account management dructure is however quite complicated and
difficult as is shown by the recent experience of ABB'’s reorganisation to become a
“network” company.

Fourth, globaisation influences location and coordination of R & D, procurement and
manufacturing activities. This is a vast problem area outside the scope of this paper. A
generd aspect of reorganisation in a firm is tha managers located in an organisation
might have very different atitudes towards and arguments for or agangt a Specific
change. Mdin (1977) found that arguments both for and aganst centrdisation of
purchesng in a multi-unit firm were wel articulated. Both sdes related to effectiveness
agpectsin the firm’s relationships with suppliers.

Markozcy (2001) reports that the strongest determinant of sSmilarity of beliefs about a
proposed drategic change was being a member of the functiond area favored by the
change. That had a dronger effect than other characteristic, including the nationdity of
the individua. Nedankavil & da (2001) finds differences in perceptions about what
affects managerid performance of middle-leve management in four countries (the US
and three Adian naions). There are dso differences between Asan countries. These
differences could aso influence the globdisng firms reorganisation effectiveness.

One important aspect of globdisation is that it is to a large extent implemented through
mergers and acquidtions and drategic dliances. This means that the connections
between firms change and thereby aso the market structure. A change in connectivity is
indeed often one of the important reasons for a merger and acquidition. A merger
between two formerly competing maenufacturers may lead to changes in these firms
connections to distributors (Nyberg 1994).
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Globdisation is associaed with increased vdidity of the collective competition concept
as a descriptor of market structure and behaviour (Gomes-Casseres 1996). This puts the
development and dabilisation of congdlations of firms a the forefront of problems to
be solved in the dynamic context of globdisation of markets. The literature on mergers
and acquistions and on dliances shows these phenomena to have a quite high falure
rate. Morosini (1998) refers to studies showing that about 50% of mergers and dliances
fal. Criteria for falure are usudly the same as were advocated as reasons for their
cregtion; i.e, the man drategic and financid hypotheses based on modern management
and financid theories. Do mergers and acquisitions between related firms (in terms of
their a priori synergetic potentias) do better than those unrdated? No, on the contrary,
there are studies that show the opposite outcome.

Mgor reasons for falure according to Morsoni’s argument are organisational and
culturd implementation problems and too little attention to integration problems. He
does not include the network context of the partnersin his discussion.

Havila and Sdmi (2002), however, argue that mergers fal due to integration problems
caused by the network contexts of the merging companies. Intended network effects
may be the outcome after a long time. They point to the need to study the network
context in the pre-merger phase as well as in the post-merger phase. This is in contrast
to most M&A literature that is focused on the “deal” and on M&A interna aspects.
Andersson  (1996) sudied didribution  reorganisation processes in a  Swedish
multingtiondl  firm that had recently acquired ancother Swedish multinationa firm. He
found that intended reorganization of interna and externd didtribution systems were
ggnificantly disturbed by concurrent onrgoing reorganisation projects, within the same
firm, dso concerning distribution systems.

Srategic alliances are a phenomen that has received much attention during the last
decade in economic and management literature. Mogt of the literature dedls, as is ds0
the case with M&A'’'s, with the internal aspects of the dliance and pay scant attention to
the dliances market network context. Typicad examples are Culpan (2002) and Mockler
(1999).

The socid network context is however rather well covered in the literature even if it
does agree with Gulati and Zgac (2000) that the role of the broader socia network

context for dliances is worthy of more research. Gulati (1998) presents an overview of
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aliance issues that could be studied with reference to the socid network embeddedness.
Wong (2002) shows that partner identification in the formation of an dliance is aded
by weak socid ties that lower search costs and that strong ties reduce search time and
provide a more robust base for interpartner collaboration.

Elg (2000) daborates on the role of the business network in partner seection. He finds
tha home-market rdations have a liberaing and moderating influence and uses
complementary aspects of transactional cost theory, network theory and resource
dependency to explain these roles. Yoshino and Rangan (1995) argue that it is important
to manage not only the internd network of an dliance, but dso the externd network.
However, they do not go as far as to consder the market as a network. Yan and Zeng
(1999) criticise the research on joint venture dability because it is too datic. It only
condders the outcome (most often termination or change in ownership). A process-
oriented gpproach should define indability in terms of mgor reorganizations and
renegotiations. Indability should be defined as a neutrd dynamic process-based and
multifaceted phenomenon and not in terms of fallure.

Hertz and Mattsson (2002), unsurprisngly since they adhere to a network view of the
market, go much further in consdering network embeddedness and dso to some extent
relate to Yan and Zeng's cal for research on the process rather than the outcome. They
report on two cases of globd drategic dliance ingability in the freight forwarder
market. That market is clearly characterized by collective competition. They show how
dabilization of a focd dliance process is negatively influenced by concurrent network
processes and adso more specificdly by “domino effects’ (Hertz 1999). For one of the
cases, they identify five such types of processes that impinge on the foca dliance
process. customers network processes in generd; processes relating customers and the
foca firm; competing firms dliance processes, the focd firm's process to prepare for
dissolving relationships with partners, and, the focd firm’'s processes amed a joining a
new dliance (Andersson 1996). They argue that the complex network connectivity in
dready internationalised network contexts have a destabilisng effect on dliances and
cause substantia domino effects.

Thus reorganistion for the implementation of globdisation dStrategies are problematic.
Some of the problems can no doubt be related to the internal coordination processes, but

it is more likely that the problems are contextud, due to the complex connectivity in the
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market, the need to change how firms are connected and the concurrent Strategic actions
by other firms dso atempting globdisation. If, under conditions of collective
compstition, an actor in a congdlaion of firms cannot cooperate with an actor
belonging to another congdlation, a reorganisaion in one period will reduce the
opportunities to select partners in subsequent periods.

Snce globdisation involves reorganisation across both nationd and organisationd
cultures, the relevance of culturd issues is evident. In the literature on M&A'’s and on
drategic dliances, culturd differences are often cited as reasons for falure. However,
synergy that can be achieved through interaction between cultures has dso been
observed (Child and Faulkner 1998; Tung 1993). When cultres emphaszing
individudisn and collectivisn medt, there might be a synergy between the former’s
effect on credtivity and the latter’s on organisation of common efforts. Tung (1993)
argues that such synergy effects can be achieved if none of the partners dominates the
dliance.

Stensmaa e a (2000) show how different atitudes and behavior with regard to
cooperation depend on the partner’s culturad charecteristics which might question the
generdisation of Tung's argument.

Kim and Oh's (2002) comparison of distributor commitment to their suppliers in the US
and Japan shows that not only are task rdated factors, but dso inditutiona conditions in
the two countries important for the interorganisationa commitment level.

Ludvigsen (2000), in a study of a multifirm dliance in the trangportation indudry,
found disparities of a rather subtle national culture character, even between Nordic
managers, as reflected in  different management processes, including tempord
dimensons (time before decisons, short vs long term view) and egditarian dimensons.
Also, Nordic communitarianisn and the collective mindsst of Nordic managers
hindered verba expresson of tendons Even if Ludvigsen found that culturd variety
will dran the working dimate and diminish the benefits from collective action, there

were some pogitive impacts on aliance integration due to intercultura learning.
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SOME RESEARCH ISSUES

Based on the network view of markets and the sdlected evidence from research and
practice referred to above, we suggest the following propostions to be of interest for
further academic inquiries

Globdisation implies reorganisation of didtribution

Strategic actions by firms and inditutiond policy makers drive the globdisation

process.

Strategic actions are influenced by actors™ “ network theories’

Globdistion implies collective competition, in which didribution is interlinked

with manufacturing and consumption

Globaistion implies complex changes in networks characterized by high

connectivity

Globdisation implies a number of interdependent, concurrent reorganisation

processes that are both directly and indirectly related to afoca process

Nationd and organizationdl cultures and inditutions are important conditions for

globdisation
Most people would agree that globdisation of firms and of markets are important from
both societd and specific business points of view. Much has been written on the subject
in management and academic literature as well as in the daly newspapers. The drategic
initigtives by firms and by public policy makers are driven by idess about how to
influence globdisation. Some of the ideas are created, documented and disseminated by
academic or semi-academic, conaulting inditutions, for example, financiad and drategic
management  theories for mergers and dliances and organisationd and leadership
theories for international business. Those theories are dynamic and never complete. As
academic researchers and teachers, it is our task to contribute to knowledge. Our
framework then is of mgor importance. The most important aspects for the phenomena
under scrutiny in this paper are how we see the market and the firm and how we
condder the dynamic interaction. Between the firm and the market, an interaction and
network perspective makes it possble to see the role of network connectivity and
complexity that are assumed away by reductiongtic views of the market.
Much of the “news aticles’ of the type referred to in the Introduction actualy dea with
proposed changes in network connectivity, but they sddom report on the reorganization
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process and its intermediate outcome. Academic studies related to the phenomena are
rarely processua and rarely try to grasp the interaction between network processes and
the connectivity sStructure. Network studies in the literature deal with socid networks
and rardly with markets as networks. The socia network research is dso wesk on the
dynamic aspects of “technical embeddedness’.
IMP related research, in its various directions and various academic linkages, does
emphasize processes and network interdependencies in markets and also explicitly dedls
with technical interdependencies. Thus, IMP is wel placed to make important
contributions to understanding the globaisation of firms and markets.
We will just comment on two such posshilities both of them reaed to globdisaion,
digribution and culture;
the dudy of management practices and how they are redaed to different
"network theories; and,
the study of reorganisation processes from an extended network perspective, in
gpace and time.
Study of management practice
The main idea in this paper is that globdisation processes are driven by drategic actions
in the market, under the dynamic conditions of the politicd and cultura contexts. The
market is thus performed rather than given. Actors have ideas (a network theory) about
what a desred sructure is and how to reach such a structure through reorganisation.
They have to convince and mobilise other actors who influence network processes.
Controverses between actors are common during such reorganisations. Managers
network theories are influenced by practicd experience, culturd vaues, dissemination
of management norms and scientific knowledge but dso, sometimes, by ther own
innovative entrepreneuria cognitions.
To better understand the processes in this paper, we should study practice and teke a
peformative view of the world. In such studies, it could be useful to relate to aspects of
the so called actor-network theory (ANT) associated with the French sociologist Michel
Cdlon and his associates (Cdlon, 1999). As Kjdlberg (2001) showed, ANT
methodology can be applied to understanding a mgor market reorganisation process in
the Swedish food digtribution after WWII. Compared to a more traditiona markets-as-
networks study, Kjelberg explicitly gave a peformdive rather than ogtensive definition
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of the object of inquiry, studied actors with variable geometries rather than pre-defined
actors, and recognized the joint shaping of marketing theory, marketing practice and
public policies.

Study of reorganisation processes from a more extended network per spective

Here there are many phenomena that are aready subjects of much reported research
devoted to, for example, multinaiond corporaions, born globas, mergers and
acquistions, drategic dliances, supply chains, retall-brand manufacturer interaction,
adaptation of firms to changes in regulatory frameworks etc.etc. Even if there is quite
substantial research on these phenomena, the results of that research; for example, high
falure rates for dliances and M&A’s, continous reorganisations, unsuccesstul
international retalling ventures, the demise of a large number of the “dot.coms’, the
many drawbacks in globaisation etc., shows that there is a need to condder the
contextua influence suggested within a more extended, in time and space, network

perspective.
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