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Abstract 
 
Globalization is driving evolution in the organizational model of very large Multi-National Corporations 

(MNCs). This research is a quantitative case study of one consumer technology MNC, with 64 country 

business units from all continents, whose role is to maximise sales and profit from the product range. 

The research question tests for efficiency from an alternative organizational model, where the continental 

hierarchy is overlaid with a heterarchical structure based on homogenous clusters of country business 

units. The clusters are based on segmenting the external-selling context on variables chosen by country 

managers, and then adopt common routines within these clusters in place of continent led processes. 

The cost of the three key selling processes before and after the adoption of the clusters is measured. 

 

The concept of the ‘strategic selling organization’ (Piercy, 2006) has expanded interest in the study of 

sales-led companies, a significant departure from a product and marketing led strategy. The ‘strategic 

sales organization’ accepts that product differentiation can be short lived and hence such firms could 

alternatively build advantage from the way they sell. The literature review suggests that the development 

of the hybrid model under test could represent a ‘strategic sales organization’ that is located at the 

junction of higher-order theories in: segmentation analysis for strategic decisions, MNC design evolution 

from hierarchy to heterarchy, behaviour-based reward mechanisms and the move to a selling orientation 

from a product orientation, with underlying theoretical roots in contingency theory, knowledge theory, 

control theory and founded on the shift from the economic to the resource based view of the firm. 

 

The results show a lateral network process-based structure running common ‘operating routines’ within 

clusters is more efficient than a geographical based hierarchy, and countries that have an external 

selling context most dissimilar to their prevailing continental context gain most from the cluster-based 

model. Evidence of efficiency of the new model may support a Theoretical Contribution to selling 

orientation in the field of contingency theory, behavioural control theory linked to sales-led strategy, a 

strategic basis for segmentation and process-based lateral network organizations in the field of MNC 

design theories. It is concluded that such a variety of ‘strategic sales organization’ (Piercy, 2006) exists.  
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1.1   What area of research does this thesis address? 

The broad topic of this research is the organization of global sales forces across many different 

countries. Globalization has been a corporate goal for many years (Levitt, 1983), though the nature of 

globalization has become more intense with emerging markets offering growth opportunities to mature 

Western firms that are declining in the ‘first world’ countries that sustained them historically. The ability to 

operate across 50 or more countries and many different local contexts is an increasing challenge facing 

businesses that may have operated internationally for decades though only in select mature economies. 

 

The design of organizations to facilitate international expansion is not a new research topic, historically 

firms have typically organized marketing and sales by country and geographical region or continent and 

then added replica units in new markets (Honeycutt & Ford, 1995).  Some Multi-National Corporations 

(MNCs) have organized by sales channel, by function or by major customer.  However, the number of 

countries that MNCs are now entering and the balance of revenue from Developing markets compared 

to Western markets are both growing so much that alternative organizational models may be necessary. 

This research is located at a junction of business-to-business sales organizational structures, process-

led large MNCs and using segmentation analysis as a strategic decision support tool.  

 

This study seeks to explore an alternative to the continent structure upon which many MNCs are built, 

based on clusters of homogenous countries, which are segmented by the ‘sales-context’ of each 

country. ‘Sales-context’ means the external selling characteristics of a market, such as the type of 

distribution channels that exist; countries A and B are adjacent geographically, have similar products for 

sale to meet similar consumer needs, but may face entirely different ‘sales-contexts’. Hence, the sales 

processes required to succeed in countries A and B could be very different. Suppose also that in a 

completely different continent a pair of adjacent countries C and D also have different ‘sales-contexts’, 

however A and C may have similar ‘sales-contexts’.  The central aim of this study is to show that, 

segmented by external ‘sales-context’, countries A and C could be more similar than their respective 

geographic neighbours and therefore share common organizational structures and sales processes.  
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1.2 What is the possible Theoretical Contribution from this research? 

To show the potential Theoretical Contribution, it is necessary to describe the location of the research 

relative to the prevailing theory of the surrounding disciplines of contingency, segmentation and MNC 

organizational design. This section will locate existing theory, offer a test for moving that theory forward 

and outline why this study is relevant to support the potential Theoretical Contribution.  

 

Contingency theory (Luthans & Stewart, 1977) supports the adoption of strategic decision-making that is 

contingent on the local environment, in this study identified as the ‘external selling-context’. Contingency 

theory has developed through a focus on products and consumers, a ‘market orientation’ (Kohli & 

Jaworski, 1990) to more recently a ‘strategic sales organization’ (Piercy, 2006) where the contingency 

focus moves to the selling environment. This research presumes that choices regarding sales structure 

and sales process are key components of overall business strategy. The theory that underpins the 

critical role of the sales function is captured by Piercy (2006), who identifies the increasing importance of 

the sales function in his ‘strategic sales organization’ model, which puts the requirements of sales as a 

primary driver of strategy and organizational design, reversing prevailing ‘marketing led’ practice of sales 

processes being consequential to product strategy. 

 

Segmentation theory legitimises the use of segmentation as a basis of strategic decision-making, as 

distinct from the typical use of segmentation to target customer groups with different products. Hunt & 

Arnett (2004) introduce the theory of ‘strategic segmentation’ whereby models of segmentation have 

business purpose beyond consumer segmentation, supported by Clarke & Freytag (2008:1025) who 

emphasized the importance of aligning the ‘method of segmentation with the purpose of segmentation’ 

and highlighted the relevance of context to segmentation and the potential value created by adopting 

new segmentation models. Furthermore, Clarke & Freytag (2008) demonstrate how the purpose of the 

model affects the segmentation process, and highlights the importance of clear strategic goals when 

designing a new basis of segmentation. Hence, using segmentation as the basis of a new organizational 

model is aligned with the expansion in segmentation theory. 
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MNC organization theory has developed from ‘hierarchical and regional’ structures (Perlmutter, 1969) 

through to less rigid ‘lateral networks’ (Ghoshal & Bartlett, 1990) and ‘process-based organizations’ 

(Malnight, 1995, 1996, 2001), moving from typically autocratic pyramid shaped structures to more 

complex matrixed solutions with functions playing a role in structure as well as geography. In parallel the 

theory of organizational control has evolved from the bureaucracy (Ouchi, 1979) typically associated with 

top-down hierarchies to behaviour-based mechanisms that link directly to strategy (Slater & Olson, 

2000). So, an alternative structure based on clusters sharing common processes not geographical 

proximity is consistent with the developments in organization theories and control theories. 

 

What underlying theory supports the potential efficiency of ‘process-based organizations’ from an 

alternative structure based on homogeneous clusters? Nelson & Winter (1982) define ‘common 

operating routines’, inimitable processes, which could exist within each cluster of homogenous countries, 

and could be common as they are contingent on the same ‘sales-contextual’ external factors. An 

example of an ‘operating routine’ could be the field force management processes, which are typically 

built by a business unit that manages a continent and designed to suit the needs of say African markets. 

However, if Markets A and C face a similar ‘sales-context’ then sharing the ‘operating routines’ between 

A and C might be more efficient than sharing ‘operating routines’ between heterogeneous countries such 

as A and B. Hence, a field force management solution may be more efficient if built for countries with 

similar ‘sales-contexts’ such as A and C rather than geographically adjacent ones A and B.  

 

To support the development in the higher-order theories around contingency, segmentation and MNC 

organizational design it is necessary to examine the underlying theories of management upon which 

these streams are built. The foundations of management theory broadly developed from an economic 

model of the firm (Porter, 1980) which focuses on the external market environment, to Wernerfelt’s 

(1984) Resource Based View (RBV) which is a more internally focused model of organizations that 

proposed that recruitment choices and how people are deployed was the principal source of SCA, 

consistent with the importance of ‘common operating routines’ as a differentiator. 
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This section so far has described the theoretical developments in contingency theory, segmentation 

theory and MNC organization theory that converge on the research problem. Is it appropriate to focus on 

multiple strands of theory coming together? Teece, Pisano & Shuen (1997), recommend that to 

understand a complex organizational problem it is critical that strands of different management theories 

are reviewed and a ‘multi-paradigm’ view is taken. The testing of a process-based organization provide 

the opportunity to study an alternative method of organizing Global MNCs: The potentially significant 

Theoretical Contribution comes from implementing a sales-process led organization in a Global 

MNC, organized upon a external sales-context based segmentation of markets, using common 

operating procedures across clusters of homogenous markets, which may produce a more 

efficient sales organization. Evidence of benefits of the new model may support a development to 

selling orientation in the field of contingency theory, behavioural control theory linked to 

strategy, strategic basis for segmentation and process-based lateral network organizations in the 

field of MNC design theories. 

 

In summary, this study proposes a development to the prevailing MNC organizational structures that is 

based on homogenous markets rather than physical proximity is a potential Theoretical Contribution to 

the orthodox model of MNC expansion. The central idea of an external ‘sales-context’ based 

segmentation means grouping and managing markets with a similar selling-landscape that may be 

distant, for example: grouping the UK and Japan, or Nigeria and Indonesia, and is potentially the 

foundation for a more efficient way of organizing an MNC by external sales context not geography. So, 

this organizational model would be very different from the typically regionally based organizational 

structures that have for example a ‘European Division’ and an ‘Asia Pacific Division’ reporting to a Global 

HQ.  
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Does this research question potentially make a Theoretical Contribution in gaps already recognised as 

having potential for development by other authors?  Central to this study is the segmentation of country 

market units in to homogenous clusters as a basis for the entire organizational strategy of the firm. One 

of the key research drivers is exploring whether a ‘sales-context based segmentation’ approach will offer 

economy of scale benefits to MNCs operating in large numbers of countries, is segmentation merely a 

tried and tested marketing tactic or can segmentation be a partial source of Strategic Competitive 

Advantage (SCA)? Jenkins & Macdonald (1997:20) suggest an answer whereby segmentation is a basis 

of structure and process and subsequently a source of SCA, describing a ‘possible strategic 

segmentation’ archetype where ‘key functions are integrated across segments’. For applicability, the 

robustness of the process of segmentation is key, Foedermayr & Diamantopoulos (2008:223) noted 

‘segmentation decisions are critical for achieving differential advantage, the empirical investigation of 

how segmentations are actually conducted by firms in business practice has not been a major focus of 

academic research’. Hence, there is a need for more research into the basis of strategic segmentation, 

how segmentation is carried out and the results of implementation. 

 

This research is a deep study of a very large and evenly geographically spread firm (in terms of revenue 

and number of countries operational). Rugman & Verbeke (2004) noted that data on the activities of the 

500 largest MNCs reveal that very few are successful globally. For 320 of the 380 firms for which 

geographic sales data are available, an average of 80.3% of total sales are in their home region’.  

Hence, a study of an organization that has revenues split broadly evenly over the ‘triad’ (Americas, EU, 

Asia) of regions Rugman & Verbeke (2004) describe is a rare opportunity to test new MNC theory in 

practice. Galunic & Eisenhardt (2001:1229) also call for exploration of  ‘how dynamic capabilities that 

reconfigure divisional resources (may create) architectural innovation’ which they call ‘dynamic 

communities’, can the clusters of homogenous countries be ‘dynamic communities’? The research 

questions also places the sales function as the driver of business strategy and organizational design, 

and therefore provides supporting evidence for Piercy’s (2006) phenomena of a ‘strategic sales 

organization’. 
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1.3 How will this research be conducted? 

This research is an exploratory study of an alternative model of sales organization across many 

countries in all continents, observed from within one large MNC. This study will choose variables through 

consultation with practitioners in research conditions, for the variables that define the ‘external sales-

context’, with actual data sourced from a range of public and industry sources, and for the internal 

variables required to test for efficiency, which are sensitive cost and performance data. The main tool for 

grouping similar countries will be Factor Analysis and Cluster Analysis, using SPSS (Howitt & Cramer, 

2003). The goal of the segmentation is the ‘best fit’ clustering of the country sales-units, based on 

‘external sales-context’ variables.   Validity checks and triangulation of methods will be used to minimise 

sources of error and bias. 

 

Finally, the research will compare the total sales operational costs in the prevailing geographical model 

and the proposed cluster-based model after it has been deployed, to test whether efficiencies arise. 

Hence, the research evaluates a new basis of segmentation and then measures one of the key benefits 

of that segmentation post the implementation of the segmentation across a large global MNC. 

To enable this test of the new model of segmentation ‘operating routines’ will have be changed across 

several sales and business processes from the prevailing regional practices to a model whereby similar 

countries adopt the same processes within each cluster. 

 

This study will be longitudinal to the degree that it will test the development of a new basis for 

segmentation, with similar countries becoming the basis of a process-based organization structure, and 

then will test for the presence of the key strategic reason for the segmentation, which is efficiency of the 

new operating model. In simple longitudinal terms, the Cluster Analysis is completed with the most 

recent external data available, then a year of change management occurs whereby the cluster based 

operating model is deployed, then the benefits are measured over the first year post-implementation. 
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1.4 Where will this research be located? 

The research is located in a Western consumer technology company that already has over half of its 

sales volume in the ‘emerging’ markets of Asia, Africa and Latin America and operates in over 100 

countries. MNC expansion theories often assumed that emerging markets would be a small contribution 

to overall volume and profits (Honeycutt & Ford, 1995), this is not the case with this research. The rise of 

major emerging economies in populous countries such as Brazil, Russia, India and China (O’Neill, 2001) 

is reflected in share of Global GDP. Other large countries such as Indonesia, Vietnam and Mexico also 

generate substantial sales in some technology product categories. Africa generates significant sales and 

some manufacturers in this product category have a direct presence in over 20 African countries. 

 

The company under study is geographically organized, with decentralized sales processes that have 

been locally developed and so may be repeated many times within the global company. The existing 

organizational structure is regional, each region is based on a continent and each continent has 

reasonable autonomy to build its own processes and structures to adopt across that continent. For 

example, the development and delivery of retail training, staff incentives, marketing materials, distributor 

account management, and field sales management are repeated many times in the current structure and 

could be candidates for common ‘operating routines’ (Nelson & Winter, 1982) that may be optimised and 

then replicated in similar markets.  

 

The organization under study will be known by the pseudonym of Wellington. The sample size will be 

over 50 sales units representing countries in every continent, from an organization that is present in over 

100 countries. Wellington is an established European company, listed on European and New York Stock 

Exchanges, with typically 400 million unit sales to end consumers per year globally. Research based in 

one firm creates limitations to applicability and validity of the findings, however the author enjoyed 

unrestricted access to the organizational data during the period under study. The role of employee and 

researcher combined also has epistemological risk; this research is limited by the degree of bias 

introduced when the researcher is responsible for the implementation of the concepts under study. 
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1.5 Why is the research relevant at this time? 

Williams & Plouffe (2007), analysing over 1000 sales related articles, concluded that more field based 

research, building new conceptual models and better links from academia to practice was essential to 

develop sales theory. Since the global financial crisis in 2008, many firms that relied on the USA, EU and 

Japan for their profit have faced declining consumer markets for their products. The ability to capture the 

‘new’ revenues of emerging economies, not just Brazil, Russia, India and China, but many dozens of 

smaller countries with growing GDP/head could be critical to the long term survival of some Western 

companies. Global economic change has created a new agenda in research and business for MNCs. 

 

Much previous work in country segmentation and strategic contingency studies in consumer markets has 

focused on the broader subject of marketing orientation and segmented countries for example by 

geography and demography. Slater & Olson (2000) and Zoltners, Sinha & Lorimer (2006) have put 

sales-led contingency strategy on the research agenda, though the field is immature. Piercy (2006) 

identifies the rise of the sales function on the strategic agenda and encourages further study in this field. 

 

Foedermayr & Diamantopoulos (2008) suggest segmentation is increasingly recognised as a source of 

SCA well beyond its original purpose of product differentiation, though they identify a lack of research 

about how segmentation decisions are made and measuring the benefits of new segmentation models. 

This research seeks to find evidence for the presence of non-geographical clusters of similar markets, 

segmented on external selling-context, then tests common ‘operating routines’ within each cluster for 

efficiency post-implementation.  This may support a hybrid organizational model that develops 

knowledge of the MNC structure (Honeycutt & Ford, 1995) and process-based organization (Malnight, 

2001) to suggesting a more efficient way of organizing expanding Global MNCs, at a critical time as 

Western firms seek more revenue from Developing markets, and vice versa.  The ability to execute a 

new non-geographical sales organizational model, across large numbers of countries could be 

considered a higher order ‘dynamic capability’ (Teece & Pisano, 1994) in sales operations, that leads to 

SCA because it is hard to imitate, and so could contribute to the financial sustainability of some firms. 
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1.6   Key research question and supporting sub-questions 

Silverman (2009, 97) describes three criteria required for an adequate research questions: 

i) Answer-ability, what data is required and is it collectable 

ii) Interconnectedness – is there a meaningful connection between the questions 

iii) Relevance – does the question topic justify the effort required to answer 

This section will introduce the research question and its sub-questions that enable the overall question to 

be answered. Silverman’s (2009) criteria will be applied to partially validate the question as a PhD topic. 

 

The overall research question is:  

 

‘To what extent does implementing a sales-process led organization in a Global MNC,  

based on an external sales-context segmentation of markets,  

using common operating routines across clusters of homogeneous markets,  

produce cost efficiencies relative to a continent based structure? 

 

This question is ‘answerable’ for the case study organization, external data is available for many 

countries and the researcher has internal access to data. Defining what data is required depends on 

interviewing managers, which will occur. The longitudinal nature of the study allows a comparison to be 

made before any changes to structure and process, and post the implementation of a process-based 

structure deployed in clusters of similar countries, thus the research question meets the first of 

Silverman’s (2009) criteria of “answer-ability”. 

 

The second of Silverman’s (2009) criteria is “interconnectedness”. The sub-questions are 

interconnected, one flows to the next in sequence to reach the third sub-question that actually tests the 

central concept in the global marketplace. This overall question is broken down into 3 sub-questions: 
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1st sub question: to what extent does segmentation based on external contextual variables create 

a different set of homogeneous market clusters than geographically based market clusters? 

The aim is a new clustering of similar markets that can work together to address common challenges. 

This develops segmentation theory as much segmentation research focuses on grouping a country via 

demographics to leverage global marketing campaigns, sales-context led segmentation is different. 

 

2nd sub question: to what extent does adopting common ‘operating routines’ improve efficiency 

and support a new geographical/process based hybrid model for MNC organization? 

The aim is to implement a sales-oriented hybrid organizational model in one Global MNC to test to what 

extent that creates a source of business efficiency. 

 

3rd sub-question: to what extents do countries that have external selling contexts that are most 

different to the continental norm improve efficiency in the cluster-based model? 

The aim is to seek evidence that countries that were adopting continental processes that were less 

compatible with their external market than was typical for that continent make the biggest efficiency 

gains from moving to a cluster of countries facing similar external contexts. 

The three sub-questions logically flow to answer to the overall question and so are ‘interconnected’. 

 

Silverman’s (2009) final criteria for an adequate research question is “relevance”. Academically, the aim 

is to develop an alternative sales-context led, process-based organizational model, which could be a 

working example of ‘strategic sales organization’ (Piercy, 2006). Furthermore, the ability to use detailed 

analysis as the basis for organizational re-structure and then implement a global change to sales 

operations is a higher-order ‘dynamic capability’, and so supports RBV, that is a unique configuration of 

internal resources as a potential source of SCA. Practically, given the importance to their viability of 

successful expansion into Developing markets by Western organizations, and increasingly the inverse 

happening, the topic of efficient global expansion is relevant to the study of MNCs operating in many 

countries and the leaders of those companies. 
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1.7   Outline structure of this thesis 

Chapter 1 

Introduces the topic and how it potentially builds on the recent movements in the sales literature and 

develops: contingency theory towards a sales orientation, process-based organization and strategic 

segmentation, which will be tested in a global study covering over 50 countries. 

 

Chapter 2 

The first part of the literature review develops the case for a sales-orientation, a strategic use of 

segmentation, process based networked MNC structure and behaviour based control systems. 

The second half of the literature review delves into the underlying major theories of management to 

support the higher-order Theoretical Constructs. The review takes a multi-paradigmatic view of the two 

major branches of management theory, economic and behavioural, though treats them as jointly 

enlightening to the research question not polarised and mutually exclusive. A final section reviews 

developments in literature during the period of study and analysis. 

 

Chapter 3 

This chapter develops a case for a potential Theoretical Contribution to the literature on selling 

orientation, MNC processed based network structures and strategic segmentation, based on a 

conceptual development of the research question from its’ management setting. The research questions 

and the hypotheses are derived from the research problem and the literature deficiencies. 

 

Chapter 4 

This chapter discusses philosophy and research methodology and outlines why scientific realism and 

quantitative study is pursued, to argue that SCA is a real phenomenon worth pursuing and measuring. 

The choice of Factor Analysis and Cluster Analysis as key statistical tools is explained. Triangulation 

methods to improve validity and alternative techniques are also explored in depth as the segmentation 

outcome has such a critical impact on the deployed organizational model under test. 
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Chapter 5  

Results and Analysis are explored for each hypothesis. The external dependent variables are identified 

from practitioner consultation and the context-based segmentation is completed to produce the 

homogeneous groups of markets. The internal key sales process efficiency indicators are identified from 

further practitioner consultation. Critically, data on key internal metrics is compared from a period when 

the original continent based structure was in place and post the deployment of a new process-based 

structure based on homogenous groups of countries. There is also a further analysis of countries that 

potentially gained the most efficiency from the new structure, relative to the prevailing continental driven 

processes. 

 

Chapter 6 

The Discussion chapter reflects on the Results from Chapter 5 and their implications, theoretical and 

practical, are discussed. How appropriate was the choice of variables? Are the findings consistent with 

themes in the literature? 

 

Chapter 7 

Further research areas are identified, and the limitations of the study and its findings are discussed. 

Concluding remarks cover the degree to which the research question has been addressed and the 

potential Theoretical Contribution that has been made. Potential Management Implications are also 

discussed. Silverman’s (2009) criteria are re-visited, ‘was the research question adequate and worth the 

effort’, which is answered affirmatively. 
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1.8    Concluding remarks 
 
 
This research seeks to explore whether business efficiency arises from an alternative MNC 

organizational model based on clusters of similar markets adopting common sales operating ‘routines’, 

which is a potential Theoretical Contribution to existing management theory on MNC expansion, by 

studying the deployment of a lateral network and process based structure. 

 

The study also has the potential to make a Theoretical Contribution to contingency theory, particularly a 

sales contingent strategy and segmentation theory as these adjacent fields lack a sales-orientation, 

despite an increasing interest in sales-led strategy. Furthermore, when classified as testing a ‘dynamic 

capability’ in developing and deploying a global sales model, this research adds a case study of 

substantial geographical breadth to the body of RBV work.  

 

The scale and breadth of the study MNC, with sales split roughly evenly across the 3 major continental 

groups, and over 50 participating country business units, present an excellent case at a time when global 

expansion is key to the survival of some Western companies and important to firms from Developing 

economies seeking to expand to mature markets. 

 

There are three sub-questions in this research: using statistical analysis to develop the new market 

groupings, a longitudinal test of the savings arising from the deployment of the proposed hybrid 

organizational model and an investigation of the countries that benefitted most from the new model. 

 

Durand (2002:867) states that ‘competitive advantage and a capable organization is sufficient and 

necessary to lead to superior returns; there is room for more positivist research on the relationships 

between competitive advantage, organization and superior returns’.  A further goal of this study is also to 

partially fill that gap. 
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This chapter will review the literature regarding the sales function playing an increasingly strategic role in 

the design and operation of organizations that are trading in many international markets simultaneously.  

The first half of the literature review explores higher order questions regarding the strategic role of sales 

through: sales orientation, salesforce control, different bases of segmentation and MNC structures. 

 

The key topic to be explored is the increasing importance of a sales-led strategy, with sales emerging as 

a discipline in its own right rather than as a sub-set of marketing, which Piercy (2006) identifies as the 

‘strategic sales organization’. Such a ‘sales orientation’ (Leigh & Marshall, 2001) is potentially a 

development in contingency theories as the prevailing focus is on a product and consumer ‘market 

orientation’, whereas ‘sales orientation’ is a precursor for a ‘strategic sales organization’ (Piercy, 2006). 

Honeycutt (2002:555) urges the sales leader in the new millennium to ‘concern him or herself with firm 

politics, economic conditions, competition, and setting strategies for the organization’, in other words to 

reach beyond the traditional sales roles of managing the salesforce and order pipeline and lead the firm. 

 

The second half of this review covers the seminal authors of the relevant underlying management theory 

that supports the original external and economic logic of the firm and the importance of internal 

resources, knowledge and capabilities as a source of SCA and so provides theoretical justification for a 

‘strategic sales organization’. Credible research into business requires a sound theoretical foundation, as 

Grant (2008) states ‘complex strategic situations are perceived through a cognitive framework, so it is 

better that such frameworks are derived from empirically validated theory than from folk wisdom’ 

(2008:276).  Whilst Koontz (1961, 1980) warned of a ever-enlarging ‘management theory jungle’, Hirsch, 

Michaels & Friedman (1987) propose that a ‘polyglot of theories’ yield a more realistic view of 

organizations, and Williamson (1996:151) notes that ‘interdisciplinary research problems do not fit into 

orthodox boxes’, so it’s worth persevering through the ‘jungle’. Hence, this review will be theory-based 

though will not pursue one theory to the exclusion of others. Section 2.6 is key as it explains how these 4 

high order theories of sales orientation, strategic segmentation, lateral networks and behavioural controls 

have developed with the underlying shift towards a behavioural view of the firm. 
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2.1 Sales Orientation – background for a context-based salesforce theory 

2.1.1 Why Study Sales as a Separate Discipline from Marketing 

The weight of interest in teaching and research is towards marketing rather than sales, which was often 

subsumed as a branch of marketing. However, Levitt (1968:1) noted that ‘the difference between selling 

and marketing is more than semantic’, so perhaps sales is worthy of distinct attention? Both Zoltners & 

Sinha, (2005) in a North American study and Doyle (2002) commenting on the UK, noted the investment 

in personal selling and sales promotion is comparable or greater than marketing and advertising spend. 

 

Anderson (1996:21), writing about sales in the ‘new millennium’ claimed that the ‘economic health of the 

US will depend to a large extent on the success of global sales managers’. In contrast, despite the sales 

functions’ budgetary and growth responsibilities, Piercy & Lane (2003) reported that ‘sales is a 

profession under siege’, threatened by cost pressures, direct-to-customer channels and e-commerce.  

However, sales has begun to re-invent itself, as by 2006 Piercy identified the emergence of ‘the strategic 

sales organization’ (2006:3), where more strategic decisions are now located in the sales function than 

was historically the case. So, sales is a function in transformation and worthy of more research. 

 

Zoltners, Sinha & Lorimer (2006:81) develop a framework for ‘matching salesforce structure to business 

life cycle’, and warn against organizations only changing sales structure in response to major events 

such as a merger or persistent failure to meet targets.  However, Zoltners, Sinha & Lorimer (2006) 

recommend the key variable is sales force size, which could be argued is too simplistic a tool, and so 

further literature is discussed to describe the strategic role of the salesforce beyond its absolute scale. 

 

In summary, Anderson (1996) recognised the importance of global sales capability in expanding MNCs, 

and Zoltners, Sinha & Lorimer (2006) demonstrates that salesforce structure should be contingent on 

business environment, which for the truly global MNCs of today may mean becoming a ‘strategic sales 

organization’ (Piercy, 2006) and hence needing to treat sales distinctly, not as a consequence or sub-set 

of marketing strategies. 
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2.1.2   Market Orientation 

Strong (1925) in a seminal work on the psychology of selling added a dependency on customer 

satisfaction to commerce, a response in the external environment to a transaction. Contingency theories 

of management align a firm to its environment, which were first developed by Burns & Stalker (1961), 

Galbraith (1973) and Luthans & Stewart (1977), and were fundamental to Porter’s strategy work (1980, 

1991). A key application of contingency theory is ‘market orientation’, defined by Miles & Snow (1978) 

and developed as a ‘necessary condition of marketing strategy’ by Walker & Ruekert (1987:15). 

 

Much of the subsequent work on ‘market orientation’ uses the taxonomy of four strategic types defined 

by Miles & Snow (1978:29), which develop the body of knowledge in the discipline: 

‘defenders; organizations with narrow product domains, focusing on efficiency of existing operations, 

prospectors; organizations which continually search for new market opportunities 

analysers; organizations which operate in stable and changing markets 

reactors; organizations that seldom adjust until forced to by environmental pressure’. 

 

Saxe & Weitz (1982) defined a shift to customer orientation for sales and Ruekert, Walker & Roering 

(1985) formally linked the organization of marketing activities to a contingency theory of structure and 

performance, Zeithaml & Zeithaml (1988) applied the wider open systems theory of Luthans & Stewart 

(1977) in a marketing context, and Venkatraman & Prescott (1990:1) found ‘environment-strategy co-

alignment’ in a small longitudinal study. It was Kohli & Jaworski (1990) that became the landmark paper 

on ‘market orientation’ - essentially a review of how firms become ‘marketing led’. Porter (1996:73) 

concurred that ‘interlocked activities’ were hard to replicate, (i.e.) go-to-market processes, new products 

and sales force structures should all be aligned. The Kohli & Jaworski (1990) approach to ‘market 

orientation’ was based on competitive and consumer information feeding into the firm and influencing 

business strategy. Narver & Slater (1990) showed a substantial positive impact of ‘market orientation’ in 

both commodity and differentiated markets.   
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Kohli & Jaworski (1990) found ‘market orientation’ correlates with performance, though it may not be 

appropriate in very stable markets, turbulent markets, or high growth economies. Slater & Narver (1995) 

built on their earlier work by linking competitive environment to the market orientation-performance 

relationship they had identified in their 1990 paper, which crucially confirmed that the benefits of market 

orientation are long term and so withstand fluctuating environmental conditions. 

 

There has been some empirical work on UK firms regarding market orientation and performance: 

Greenley (1995) and Harris (2001) both found some positive connection, though less so in turbulent 

markets. Three more recent papers have tested the performance impact of a ‘market orientation’ as 

theoretically developed by Kohli & Jaworski (1990):  Matsuno & Mentzer (2000), Vorhies & Morgan 

(2003) and Olson, Slater & Hult (2005). All three papers follow a similar theme: ‘superior performance is 

contingent on how well the marketing structure and behaviour are aligned with the requirements of a 

specific strategy’ (Olson, Slater & Hult, 2005:50), and all three papers demonstrate ‘market orientation’ 

appropriate to the taxonomy of four strategic types defined by Miles & Snow (1978), defenders, 

prospectors, analysers, and reactors. 

 

Matsuno & Mentzer’s (2000) key hypothesis was that the ‘relationship of economic performance to 

market orientation varied by the type of strategy’. This was supported, though perhaps surprisingly 

‘analysers’ exhibited the least benefit from market orientation. Vorhies & Morgan (2003) distinguished 

between marketing efficiency and marketing effectiveness and found better ‘contingent’ fit than the 

Matsuno & Mentzer (2000) study. Olson, Slater & Hult (2005) added a further construct of ‘strategic 

behaviour’, the degree of focus on customers, innovation, competitors and innovation, and demonstrated 

performance benefits from alignment of strategy, market orientation and behaviours. 

 

In summary, a ‘market orientation’ has become increasingly common; ‘putting the customer first’ is much 

more than a slogan as the related ‘market orientation’ led to many product-led organizational strategies 

and structures, albeit with different effectiveness depending on the market context and ‘strategic type’. 
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2.1.3   From Market Orientation towards a Sales Orientation 

Marketing led organizations emerged in the 1950s and 1960s. Keith (1960:35), using Pillsbury as a case 

study, observed the ‘most important function in the company’ through to 1930’s was ‘production’, and 

then through to the 1950’s Pillsbury was ‘sales oriented’ requiring a ‘first-rate sales organization’. Post-

1950’s was defined as the ‘marketing era’ whereby ‘Pillsbury needed a new management function that 

would direct and control all corporate functions from procurement to production to advertising to sales. 

This function was ‘Marketing’’ (Keith, 1960:37). This ‘marketing led’ model in the US consumer goods 

industry was also supported by leading writers such as Drucker (1954) and Kotler (1967). So if the 

‘marketing era’ was a natural progression of strategy from the ‘sales era’ and the ‘marketing orientation’ 

prevailed for 50 years, is there any evidence or rationale for a partial reversal to a ‘sales orientation’? 

 

Through the market orientation era, research into sales was less prevalent, with some exceptions for 

example: Weitz (1981) applied contingency theory at the individual unit of analysis (i.e.) salesperson 

effectiveness in customer relationship building. Strahle & Shapiro (1986) linked market share strategies 

to salesforce objectives and activities, an approach seeking internal congruency between sales and 

other functions, which suggests a gap that might link the firms market position to the selling context in 

each market, though typically at this time sales maintained its role as subservient to marketing. 

 

Some began to suggest sales-led strategy: Babakus, Cravens, Grant, Ingram, & LaForge (1996) noted 

the ‘direct role of organizational design in the sales management process, so future studies should 

include alternative methods of organizing the salesforce’ (357:1996). Furthermore, Viswanathan & Olson 

(1992) develop implications for the sales function contingent on and reactive to the ‘strategic type’ and 

strategic paths pursued. Rangaswamy, Sinha & Voltners (1990) test a model for sales force structuring 

that is contingent on product allocation and channel strategy in pharmaceuticals. Webster (1992:1), in a 

seminal paper on the future role of marketing noted: ‘customer relationships will be the key strategic 

resource of the business’, note “the” not “a” strategic resource, and arguably in business-to-business as 

well as business-to-consumer markets. 
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Siguaw, Brown & Widing (1994) describe the influence of market orientation on sales force behaviour, 

and Olson, Cravens & Slater  (2001) advocate a bigger role for sales management in overall strategy, 

Piercy & Lane (2005) observed internal forces, such as cost transformation, were pressuring the selling 

function into a lesser role in the firm at that very time that market dynamics, (e.g.) the increased 

demands of major customers, suggest that sales should be coming more strategic in the overall 

business architecture and decision making. Piercy & Lane called for a ‘strategy realignment by top 

management, linked to designed change in the sales organization, and the implementation of change in 

salesforce structure and process’ (2005:249), pointing to a more strategic role for sales leaders. 

 

Piercy (2006:3) challenged the status quo further ‘traditional views of the sales function as one 

component of the marketing communications mix, designed and controlled by the marketing department, 

look increasingly dated’, the market and theoretical progress in marketing was that sales needs to be a 

business leading function not an order management process at the end of the marketing program. Piercy 

(2006) recommends five imperatives for the ‘strategic sales organization’: involvement of sales in 

strategy making, better use of selling intelligence from the end market place, customer-centric integration 

and communication and crucially a “new infrastructure, to align sales structure and sales process with 

business strategy” (2006:6). Piercy (2006) also noted a significant barrier to a more strategic role for the 

sales function was the sales/marketing interface; if sales gains power then marketing cedes control. 

Furthermore, Le Meunier-Fitzhugh & Piercy (2007) found positive correlation between business 

performance and sales/marketing collaboration, and Malshe & Sohi (2009) explored how to successfully 

develop strategy across the sales/marketing boundary, recommending equal roles for both functions. 

 

Storbacka, Ryals, Davies & Nenonen (2009) in a case study research in 4 organizations found signs of 

the ‘strategic sales organization’: they observed sales moving from a standalone function to an 

integrated process across the business and that sales was ‘becoming strategic rather than operational’. 

In summary the nascent concept of the ‘strategic sales organization’ (Piercy, 2006) is beginning to drive 

the ‘market orientation’ towards a ‘sales orientation’ in some firms. 
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2.2   Evolution of market segmentation analysis 

Organizing subsidiaries is increasingly important as some MNCs now operate directly in 100+ countries, 

this section will explore the development of segmentation theory and its potential use in MNC design. 

The origin of market segmentation and allied product differentiation is traced to Frederick (1934) and 

Smith (1956).  Historically, segmentation studies of countries were marketing based, (e.g.) Liander, 

Terpstra, Yoshino & Sherbini, (1967:3) first proposed a ‘comparative analysis for international 

marketing’, which was developed further by Sethi & Holton (1969). This was superseded by a definitive 

Sethi (1971) paper titled ‘comparative Cluster Analysis for world markets’, which used a Cluster Analysis 

of 29 variables for 91 markets to create ‘meaningful clusters of countries for use in international 

marketing’ (1971:348).  

 

Using economic and demographic criteria to cluster international markets (Sethi, 1971) was developed 

by Wind (1978, 1986), who noted: increasingly sophisticated analysis in segmentation, the importance of 

selecting the right variables, the choice of analytical methods for clustering. Porter (1986) shifted the 

emphasis to the product and away from the consumer as a basis of segmentation. Subsequent research 

used market clustering based on consumer traits to segment marketing campaigns for global firms: 

Helsen, Jedidi & DeSarbo (1993) moved onto ‘diffusion patterns’ as a basis for country segmentation, 

resulting in different groupings by product category. Luqmani, Yavas & Quraeshi (1994) added a 

‘convenience-oriented’ approach; Oyewole (1998) used ‘consumption patterns’, and Peterson & 

Malhotra (2000) used ‘objective quality-of-life’ measures for international marketing segmentation. 

Hassan, Craft & Kortam (2003:452) integrated the two approaches: ‘macro level’ such as economic and 

demographic data, and ‘micro level’ consumer data such as lifestyles and cultural traits. However, the 

primary use of the all the segmentation studies above was for better targeting of consumers with relevant 

products. Piercy & Morgan (1993:123), whilst still using segmentation as a marketing tool, did note that 

‘segmentation models may vary in purpose and should be evaluated not simply in conventional terms of 

external market attractiveness, but also in terms of internal compatibility with the structure and processes 

of the organization’, critically linking segmentation to organization design. 
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Whilst consumer traits were the main segmentation objective, some research moved the basis 

segmentation to different places in the value chain outside of marketing. For example, Frear, Alguire & 

Metcalf (1995), segmented countries on procurement strategies for purchasing professionals.  More 

significantly, there is evidence that segmentation was evolving from a product marketing technique to the 

basis of strategic decision-making beyond the allocation of marketing resources or product design. 

 

Furthermore, can alternative uses of segmentation be a partial source of SCA? Jenkins & Macdonald 

(1997) described a ‘strategic segmentation’ archetype where ‘key functions are integrated across 

segments’, linking segmentation to a basis for strategy. Furthermore, Clarke & Freytag (2008) 

emphasized the importance of the ‘method of segmentation with the purpose of segmentation’ and 

highlighted the relevance of context to segmentation and the potential value created by adopting new 

segmentation models. Clarke & Freytag (2008) also demonstrate how purpose affects the segmentation 

process, and highlight the importance of strategic goals when designing a new basis of segmentation.    

 

What are the potential business goals of alternative segmentations?  Hassan, Craft & Kortam (2003:446) 

suggest ‘a hybrid country segmentation strategy…is the conceptual link and action mechanism that 

provides substance and rationale to striking a trade-off between the two indispensable strategy ends of 

standardisation and adaption’.  ‘Adaption’ of strategy infers contingency on the local environment, 

balanced with the potential efficiency arising from ‘standardisation’, with a role for segmentation as 

‘conceptual link’ that provides reassurance in decision making to managers undergoing reluctant 

change, to avoid what Hassan, Craft & Kortam (2003:446) call ‘oscillation’ between the perceived 

efficiency benefits of ‘standardisation’ and expectation of local ‘adaption’. Further research in MNCs 

supports segmentation as a technique that could underpin other strategic decisions, as Foedermayr & 

Diamantopoulos (2008) measure segmentation effectiveness on ‘increased ability to adapt to 

environment and cost reduction’ (2008:129). Foedermayr & Diamantopoulos (2008) set an agenda for 

future research in segmentation based on a meta-analysis of 19 published studies of segmentation and 

specifically highlight the lack of evaluation of segmentation strategies and output as a research gap. 
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In summary, segmentation is evolving from a marketing driven decision usually associated with product 

targeting to a broader basis for strategic decision making, concurrently with the move from a market 

orientation to a sales orientation in section 2.1.  This means businesses in practice adopting quantitative 

modelling as a business tool beyond traditional deployments of consumer segmentation, which is a trend 

explored under banners such as ‘managing by analytics’ (Davenport, 2006). Belief in quantifiable 

objective reality is implicit in the motivation to undertake quantitative analysis to academic standards in 

the workplace. Bunge (1985: 306) confirms ‘real life situations can be risky but are not gambles…if a 

decision maker is confronted with a random process he will be better off using a mathematical model 

than making groundless bets...that is why managers use probabilistic operations research models’.   

 

There is further evidence that organizations have interest in a more quantitative academic approach to 

solving business problems such as segmentation. The theory of ‘competing on analytics’ (Davenport, 

2006), is also supported by Pfeffer & Sutton (2006). Davenport & Harris (2007:23) define an analytical 

competitor as an organization that ‘uses analytics extensively and systematically to out-think and out-

execute competition’. Based on their survey of 371 large global companies, Davenport & Harris identified 

‘four primary attributes of analytical competition’ (2007:34): ‘distinct capability, enterprise-wide, senior 

management commitment & large scale ambition’. What is lacking in the Davenport (2006) and 

Davenport & Harris (2007) is an end-to-end case study of the use of ‘analytics’ driving decision making in 

a large MNC. 

 

In summary, a more strategic use of segmentation is an example of ‘analytics’, where the usage of 

complex statistical modelling executed at academic standard underpins decision making in business. 

The ability of an organization to deploy quantitative methods as decision support methodologies is a 

source of SCA itself, and the broadening use of segmentation as basis of organizational restructure is an 

example of analytics having practical value in business, and simultaneously providing sufficient rigour to 

test and progress academic theory in practice.  
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2.3   Evolution of the MNC 
 
 
The design of organizations to facilitate International expansion is an established research topic, and can 

be traced back at least to the 1870s (Chandler, 1992). The growth of MNCs accelerated in peacetime 

trade conditions after 1945.  Perlmutter predicted the rise of ‘super-giant firms in the future’ (1968) and 

subsequently described ‘the tortuous evolution of the Multi National Corporation’ (1969). Another key 

figure in the theoretical debate emerging around the MNC was Hymer, who challenged the motives and 

efficiency of the MNC model and noted ‘MNCs are torn in two directions, they must adapt to local 

circumstances in each country, co-ordinate their activities (centrally) and stimulate the flow of ideas from 

one part of their empire to another’ (1970:445). 

 

Perlmutter defined the ‘geocentric or world-oriented’ firm, where ‘communication is encouraged between 

affiliates’ and ‘rewards systems motivates subsidiary managers for worldwide objectives’  (12:1969).  At 

this point MNCs were historically seen as vehicles of foreign direct investment (Caves, 1971). Perlmutter 

(1969) also identified a prevalence of ‘polycentric’ thinking, with low co-ordination and control of affiliates, 

which produced ‘evidence of waste and duplication’. MNC organizations at this time, for example in the 

car industry, were large many-layered bureaucratic hierarchies, often referred to as the ‘Multidivisional 

Form’ or ‘M-form’ organizational structure and linked positively to results by Armour & Teece (1978). 

 

Transaction Cost Economics, TCE, (Williamson, 1979) is also an important theory in understanding why 

MNC organizations developed in this era, in TCE firm and market boundaries will form based on the 

transaction cost between suppliers, producers and consumers. The key assumption in TCE is that the 

external market pricing mechanism is more efficient than a vertical hierarchical organization. So if 

economies of scale emerged from volume of production in one region a firm may have a competitive 

advantage to enter another region or market, otherwise local producers will maintain SCA over 

expanding foreign MNCs (see section 2.7.2 for a further explanation of TCE and its relevance). 

 



 
 
 
 

 36 

Firms pursuing Global expansion faced other challenges, for example Poynter & White (1984) described 

decentralized subsidiaries that are keen to satisfy local governments and local management that build in 

‘organizational slack’, an inherent resource inefficiency in early models of expansion into challenging 

markets, and significantly they recognized the need for a shift in the research agenda from headquarter 

led to subsidiary led strategies. The rise of the global MNC was not without its critics. Levitt  (1983), in 

his seminal article on globalization, questioned whether the MNC that targeted different ‘products and 

practices’ for each market as it expanded was dead and suggested global companies should pursue 

single products for all markets at the lowest cost. 

 

Porter was less definitive on the future role of the MNC than Levitt, and noted that ‘in a global industry, a 

firm must integrate its activities on a worldwide basis to capture the linkages among countries’ (1986:12). 

Porter adds that ‘a firms strategy in a country should be determined by the circumstances in that 

country’, (1986:13), whilst this observation supports a ‘contingency strategy’, up to this time the focus 

was typically the product characteristics deemed popular in that country. However, Porter (1986) also 

clarified the importance and emergence of distinct ‘demand conditions’ in each market, building on 

Vernon (1966). Porter (1986) proposed that Global MNCs moved beyond the consumer demands for 

‘product features and attributes’ as determinant of strategy, to recognise the importance of other local 

factors such as ‘the sophistication of channels and the power of buyers’. Some of these ‘demand 

conditions’ are part of what is described as the ‘sales-context’ in this study. 

 

Martinez & Jarillo (1989) reviewed the evolution and importance of ‘coordination mechanisms’ in MNCs, 

an antecedent to what they call the ‘networked structure’. Ghoshal & Nohria (1989 :324), suggested that 

internal control mechanisms in an MNC should be ‘differentiated so as to fit the different environmental 

and resource contingencies faced by the different national subsidiaries’, which applies the control 

theories of Ouchi (1979) and contingency theories of Luthans & Stewart (1977) to the emerging MNC 

model. 
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A further significant shift in the development of theoretical understanding of the MNC was the move from 

market based economic models with ‘M-form’ hierarchical organizations to what Hedlund (1986) 

described as a ‘non-hierarchical heterarchy’, that are multi-dimensional and intended to overcome the 

‘rigidity’ of the hierarchy. This is an important change in the historical development of MNCs structures, 

as hitherto the top down centralized model dominated. 

 

The emerging MNC models were captured by Bartlett & Ghoshal (1989), who defined new MNC 

typologies, specifically adding the ‘transnational’ model as a development to the global model’ whereby 

the ‘transnational model’ was typified by a higher degree of ‘network structure’ and crucially recognised  

the value of ‘inter-subsidiary flows’ than the more prevalent centralized Global model. Critically, Ghoshal 

 & Nohria (1993:23) concluded ‘the complexity of a firms structure must match the complexity of its 

environment’, linking the MNC structural development to contingency theories, and showing a business 

performance benefit related to contingent HQ-subsidiary relations (Nohria & Ghoshal, 1994) 

 

Ghoshal & Bartlett (1990) define the MNC as an ‘inter-organizational network’, emphasizing ‘lateral 

interconnectedness’ in part to counter the ‘diversity of heterogeneous international business 

environments’ (1990:618).  In parallel with the emerging behavioural theories, Bartlett & Ghoshal (1993) 

developed a theoretical model ‘beyond the Multi-Divisional Form’ that recognised that ‘structure, 

processes and decision making mechanisms’ needed to be different in new types of MNC (1993:23). 

 

The Bartlett & Ghoshal (1989) typology of MNCs was adopted widely in MNC research during the 1990s, 

and was tested by Harzing (2000). Harzing (2000) carried out a large empirical analysis and concluded 

that for ‘transnational network MNCs’ the ‘subsidiaries in this type of company are more dependent on 

other subsidiaries than on HQ, which confirms the network type of organizational structure’ (2000:116). 

Further work on Asian MNCs expanding to mature markets supported the strategy and structure 

contingency  (Tsai, Yu and Lee, 2006). These are significant findings in the rise of the subsidiary as a 

strategic contributor rather than an executor of HQ created policy. 
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Further evidence of the ‘heterarchy’ in the MNC structure can be found in Malnight (1996) in an 

influential longitudinal study of Citibank, who observed the transition from a decentralized structure to the 

emerging ‘network-based’ model. It can be deduced from Malnight (1996) that Citibank obtained SCA 

from utilising the breadth of its resources from the MNC network. Malnight (2001) went on to observe the 

importance of ‘co-ordination mechanisms’ in this model of the MNC, and described it as a ‘process-

based structure’, dependent on the ‘formalization and standardization of procedures and systems and 

the growing use of informal mechanisms’ (2001:1198). The ‘process-based structure’ (Malnight, 2001), 

Bartlett & Ghoshal’s (1989) ‘inter-subsidiary flows’ and Ghoshal, Korine & Szulanski’s (1994) ‘lateral 

networking mechanisms’ are more behavioural based models, and along with the ‘lateral control’ of 

Martinez & Jarillo (1989), are under-pinned by business processes that Nelson & Winter (1982) define as 

common ‘operating routines’. 

 

Along with the development of the MNC as a network based model reliant on operating routines and with 

the subsidiary increasingly featuring as a unit of analysis, the role of efficient knowledge transfer also 

became a key justification for the continued existence of MNCs. Chandler (1992) noted the evolution of 

our understanding of the MNC and the parallel development of general management theory, 

emphasizing the observation that large firms used knowledge in the form of ‘learned routines and 

integrated capabilities’ to enter new markets (1992:96). 

 

Kogut & Zander (1993, 640), building on Chandler (1992), formally tested the development of the MNC 

with Evolutionary Economic Theory (Cyert & March, 1963), concluding that MNCs grow ‘on their basis of 

superiority of knowledge transfer; and that SCA is linked to ‘replication more quickly by themselves than 

through imitation by competitors’.  Kogut & Zander (1993) and Grant (1996) who defined the ‘Knowledge 

Based View’ or KBV, became a significant shift in management theory in relation to the MNC as it marks 

a point where the knowledge transfer emerges as a credible alternative to a ‘Transaction Cost 

Economics’ (Williamson, 1979 and 1981) based justification for the existence of MNC, a theoretical view 

supported in practice by Tallman, (2003), who reviewed the major impact of Kogut & Zander (1993). 
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Hedlund (1994) crystallized the knowledge based model of the MNC as the embodiment of the 

‘‘transnational New-form’ or ‘N-form’ (Bartlett & Ghoshal, 1989) to distinguish the development from the 

historic ‘Multi-divisional’ or ‘M-form’ structure. Hedlund characterized the ‘N-form’ by the ‘combination of 

knowledge rather than its divisions, lateral communications, strategies aimed at focusing and economies 

of depth, and heterarchical structures’, (1994:73). However, the N-form has been criticized as over-

stating the death of centralized M-form hierarchy, for example Gooderham & Ulset (2002), who revisited 

ABB, one of the original N-form case studies, and by Foss & Pedersen (2002). 

. 

The sub-topic of how MNCs should expand has also undergone a shift from financial and firm-level 

analysis to capability based. Typically to enable quicker expansion firms have organized marketing and 

sales by country and geographical region or continent and then added replica units in new markets 

(Honeycutt & Ford, 1995), taking little account of different market contexts. Ghoshal (1986) described the 

potential of subsidiaries to contribute to expansion, and as new models of MNCs emerged the 

contingency theory model was applied to expansion of subsidiaries by Birkinshaw & Morrison (1995) to 

propose strategy and structure configurations that may lead to superior performance, though they 

stopped short of trying to demonstrate this.  Tallman & Fladmoe-Lindquist (2002:116) developed a 

‘capability-based strategy’ for  the expansion of MNCs, based on a ‘capability driven as opposed to a 

market driven framework for MNC strategy’, and identify ‘corporate-level architectural capabilities (from 

which) companies may learn new ways of organizing, rewarding and communicating in international 

markets’ (2002:123). Capabilities, contingency and structure in the MNC was explored further by Mir, Mir 

& Hussain (2005), though evidence was still lacking that the ‘replication model’ of expansion (Honeycutt 

& Ford (1995), was superseded by anything more contextual and capability based. 

 

The focus of SCA in the knowledge-based MNC model moved to how knowledge flows to create value. 

The knowledge-based MNC relies on ‘intra-firm networks’ and ‘social capital’ (Tsai & Ghoshal, 1998), 

and the ability ‘to create and diffuse knowledge flows around its subsidiaries’ (Gupta & Govinandran, 

1991:770) to differentiate itself. The ability of the MNC to leverage inter-firm networks, especially for the 
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purpose of absorbing and distributing innovation further demonstrated the value-creation from the 

knowledge-based MNC (Zander & Solvell, 2000), which was demonstrated empirically by (Andersson, 

Forsgren & Holm, 2002), who concluded ‘external business embeddedness influences the sister units' 

product and process development and subsidiary market performance’. This points to subsidiary 

contingency and the ability of a subsidiary to benefit from another’s knowledge, whereas in the M-form 

business units typically do not connect in this way, especially if countries were in different regions. 

 

Foss & Pedersen (2002) move the unit of MNC analysis to subsidiaries, linking organizational context 

and its impact on knowledge flows, and demonstrate empirically that interdependence between units 

improves knowledge transfer. It is clear the ability of an MNC to disseminate knowledge from one part to 

another becomes critical to the management of MNCs and specifically that ‘subsidiary to HQ’ flow at 

least has parity with ‘HQ to subsidiary’ flow (Zander & Solvell, 2000). Indeed Birkinshaw, Hood & 

Jonsson (1998) and Moore (2001) note the creation of SCA from subsidiary initiatives and individual 

subsidiaries as ‘centres of excellence’ (Moore, 2001:275). Control and rewards systems also need to 

address conflicts of interest between competing units, financially on cross-border trading for example, or 

one country manager trying to out-perform another for personal or political reasons. Such barriers may 

interfere with the almost altruistic idea that knowledge will diffuse efficiently on good will alone. 

 

More recent studies have sought to find gaps in practice in the knowledge-based N-form model and do 

raise some concerns. Persson (2006) sought to measure the impact of operational structure, lateral 

integration and control mechanisms on knowledge transfer. Whilst support for the N-form was consistent, 

one contra indication emerged, which was that ‘permanent teams as lateral integrative mechanism 

negatively influence knowledge transfer’ (Persson, 2006). However, relying on informal lateral 

mechanisms also has risk as Monteiro, Arvidsson, & Birkinshaw (2004 and 2008) identified the 

phenomenon of ‘isolated subsidiaries’, where isolated smaller units under-perform other subsidiaries, not 

necessarily based on capability, rather because informally they become detached from the knowledge 

sharing process and fail to capitalize on SCA originating in other parts of the MNC.  
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One further Theoretical Construct that has illuminated the challenge of the global MNC is ‘organizational 

ambidexterity’, which was originally defined by Duncan (1976), to recognise the trade offs and potential 

conflict between internal ‘alignment’ and ‘adaptability’ in response to a changing external environment. 

Tushman & O’Reilly (1996) applied the idea of ambidexterity to the ‘incremental’ change mainly in 

internal alignment, and the scarcer ability to react to ‘revolutionary’ change in the market place. 

 

Gibson & Birkinshaw, (2004:209) define organizational ambidexterity ‘as the capacity to simultaneously 

achieve alignment and adaptability at a business-unit level, ambidexterity mediates the relationship 

between these contextual features and performance’. Ambidexterity is defined in a Special Edition 

published in July 2009 of Organization Science as a new paradigm in organization theory (Raisch, 

Birkinshaw, Probst & Tushman, 2009). Jansen, Tempelaar, van den Bosch & Volberda, (2009) explore 

the role of senior informal control and the structural network, which they call ‘formal organizational (i.e., 

cross-functional interfaces) integration mechanisms’ (2009:797) and suggests structural differentiation as 

a source of ‘ambidexterity’ can be improved by better integration mechanisms, and the ‘mediating’ role 

they play. The capability to be ‘ambidextrous’ is of value to the lateral and networked MNC. 

 
 

In partial contrast to Persson (2006), Jansen, Tempelaar, van den Bosch & Volberda (2009), find that 

organizations can be ‘ambidextrous’ through a process of structural differentiation that relies on social 

leadership behaviour and ‘formal organizational cross-functional integration mechanisms’. These 

conflicting views suggest further evidence about the nature of lateral networking would be helpful. By this 

period it is apparent that several alternatives are developing to the traditional ‘M-form’, the degree of 

responsiveness to the environment becomes a factor in organizational design and the value of the 

subsidiary has grown. Organizations and their leadership are relying less and less on structures 

predicated on command and control processes and on the assumption that a single Global HQ, or at 

best Continental HQ, is the sole repository of knowledge of how best to run and manage an MNC. 

Importantly, Xu, Cavusgil & White (2006) measure strategic alignment with fit with structure and 

processes on MNC performance, justifying the connection between structure, knowledge and process. 
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In summary, optimizing MNC structures remains a common organizational problem for Western MNCs 

expanding into Emerging markets, and now increasingly Emerging market MNCs expanding into 

Western mature markets. Seno-Alday (2009), who studied the growth of MNCs against regional market 

characteristics, still found a bias towards home region markets, and that home region dynamics impact 

how MNCs expand internationally. Large MNCs are still struggling with international growth and 

becoming truly ‘trans-national’ companies that enjoy a home region that is insignificant relative to total 

global business size. However, recent studies offer some encouragement for the knowledge-transfer 

based view of MNC development; Asmussen, Pedersen & Dhanaraj (2009) ‘hypothesize the 

contingencies between host-country environments and subsidiary competence configuration’ and show 

how subsidiaries can ‘acquire complementary capabilities across borders’ within the MNC network.  

 

 

2.4    Evolution of salesforce control processes 

The evolution of MNC structures has necessitated development in control processes. Specifically in 

sales Slater & Olson (2000) link the sales control system and strategy type and relate them to firm 

performance, supported by Anderson & Onyemah (2006). Hence, the next section of the literature review 

moves into control, specifically of the sales function. 

Built on the underlying theory of Organizational Control (Ouchi, 1979), there has been much research 

about the field of Salesforce Control and its importance. In a landmark meta-analysis of the determinants 

of sales person performance, Churchill, Walker, Hartley & Ford (1985) concluded that the control system 

was probably more important than all criteria including selection, rather bleakly suggesting the control 

process is more important then the actual people hired. However, Organizational Control in the specific 

field of directing and compensating sales employees had received little attention until Anderson & Oliver 

(1987) launched the debate between behaviour-based and outcome-based salesforce control systems.  
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Anderson & Oliver (1987:76) defined: 

i) outcome-based control: little management and monitoring, straightforward measure of actual sales, 

ii) behaviour-based control: high levels of management and monitoring, measure selling inputs. 

 

Whilst exploring outcome and behaviour as two different philosophies, Anderson & Oliver (1987) accept 

that in practice many sales organizations use a mixture of approaches, a key point backed up empirically 

in Cravens, Ingram, LaForge & Young (1993).  Furthermore, Anderson & Oliver (1987:80) make the 

crucial link between the building blocks of ‘organizational control’ (Ouchi, 1979) and the choice of sales 

control strategies.  Jaworski (1988), whose field was marketing, inclusive of sales, influenced the 

development of sales control. Jaworski (1988) added the concept of ‘control combination’, a 

development of Ouchi’s (1979) model that implies the use of one control mechanism or another, and split 

‘formal’ and ‘informal’ control mechanisms. Informal controls are unwritten, and often initiated and 

socialized within a team, Jaworski (1998) suggests that it is most likely that informal controls originate in 

a ‘clan’ context, and he expects control types to combine synergistically.  Unfortunately, the Jaworski 

(1988) work does not include sales compensation as a dimension of control, which is a limiting omission. 

 

Jaworski (1988) was a little more pessimistic than Anderson & Oliver (1987) about the ability of sales 

managers to exercise control, noting the difficulty in observing the effects of control systems at firm or 

individual level. Indeed, Piercy, Cravens & Lane (2009) still lament that sales control research tends to 

review the level and type of control exercised, not how well control is implemented by management.   

 

Jaworski, Stathakopoulos & Krishnan (1993:59) went on to subdivide again, into 4 informal/formal control 

combinations: high control and bureaucratic were the ‘formal’ pair, and low control and clan were the 

‘informal’ pair. Jaworski & MacInnes (1989) further split the marketing control process into planning, 

implementation and governance, which can apply to the salesforce.  However, even this expanded 

framework did not fully capture the range of control systems required as organizations and markets 

evolved in the 1990s. 
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Stathakopoulos (1996) took on the theoretical development of salesforce control, synthesising the three 

main theories identified in the seminal work of Ouchi (1979) and Anderson & Oliver (1987), and 

developed a 4x4 matrix (1996:6) by blending outcome measurability, behaviour observability, task 

programmability, and a fourth construct of Transaction-Specific Assets, (i.e.) experience of particularly 

high value transactions to the firm and its customers.  This is a key stage of theory development as 

Stathakopoulos (1996) matches sales control structure closely to external selling context, an antecedent 

for Slater & Olson (2000), who use the Miles & Snow (1978) classifications to assess the fit between 

sales force management type, strategy and business performance. Slater & Olson (2000) broadly 

conclude that relationship selling is more appropriate in an ‘analyser’ and ‘prospector’ environment, 

whereas a ‘defender’ strategy is linked to transactional selling. 

 

Darmon (1998) developed the ‘governance’ dimension (Jaworski & MacInnes, 1989) of salesforce 

control theory by adding qualitative and quantitative measures for behaviour and outcome based 

controls and noting the importance of centralization.  Piercy, Cravens & Lane (2009:459) identify 

translating market orientation into sales behaviours and aligning control with sales strategies as a key to 

sales orientation, and fulfilment of the ‘strategic sales organization’ (Piercy, 2006). 

 

Having established the relevance of Ouchi’s (1977, 1979) work on organization control in sales, 

Anderson & Oliver (1987) and Jaworski (1988) triggered numerous empirical studies to test their 

propositions around salesforce control. A meta-review of sales control research since the two seminal 

articles by Anderson & Oliver (1987) and Jaworski (1988) was published by Baldauf, Cravens & Grant 

(2005), which found 14 studies using the former as a control philosophy and 19 using the latter. Baldauf, 

Cravens & Grant (2005) concluded that despite the large body of work that pointed towards the success 

of high levels of behavioural control, both formal and informal, further work is needed, notably in the 

relationship between control and sales management strategies, which supports the need for more study 

where sales control processes vary by different groups of sales units.  
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Oliver & Anderson (1994,1995) test their own original Anderson & Oliver (1987) theory, finding that 39% 

of firms use a mix of behaviour and outcome control, though these studies don’t address implementation. 

Challagalla & Shervani (1996) further examined types of supervisory control and its effects on 

salesperson performance and satisfaction, in particular drawing two types of behaviour based control: 

activity control and capability control.  Activity control is about monitoring behaviour regarding the 

performance of expected and regular sales tasks. Capability control is more of a personal development 

agenda for the salesperson, how they are building their skills to enable a better sales result. Critically, 

capability control can lead to improved role clarity and greater motivation and job satisfaction, and 

indirectly superior performance (Challagalla & Shervani, 1996:98). Kraft & Niederprüm (1999) study 

sales control systems in Germany, and their findings support Anderson & Oliver (1987), with the notable 

result that sales force size is related negatively to behaviour based control, which fits with Ouchi’s (1979) 

underlying model that suggests larger organizations rely on ‘bureaucratic’ control. 

 

Cravens, Laask, Low, Marshall & Moncrief (2004) studied the informal and formal ‘combinations’ in a 

sales context, adding to the sales control theory by Jaworski (1988) and Jaworski, Stathakopoulos & 

Krishnan (1993). Surprisingly this study reports positive salesperson motivation role with higher levels of 

control, eschewing the perception of sales people as remote and self-motivated. Cravens, Laask, Low, 

Marshall & Moncrief (2004) do not link their findings back to underlying management theories that 

underpin sales control though the benefits of higher control of sales people links back to agency theories 

need for alignment between agent and principal, (Eisenhardt, 1989a). 

 

A key aspect of this research is the practice of MNCs as they expand internationally from their originating 

‘home’ markets. Hill & Allaway (1993) in a small survey of 14 US firms found that most exported their 

sales structure and control systems to their subsidiaries, crucially irrespective of local context, which was 

backed up by Honeycutt & Ford (1995). However, an important study that focused on sales structure and 

control was Cravens, Ingram, LaForge & Young (1993), who published a large (144 organization) study 

based on the theoretical proposals from Anderson & Oliver (1987). The Cravens, Ingram, LaForge 
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Young’s (1993) research performs very well against key indicators of reliability and validity (1993:52), 

and so can be considered a benchmark study of control of subsidiary salesforces, key findings were: 

i) that constructs of salesforce outcomes and sales organization effectiveness are different but related, 

ii) the need to differentiate behavioural performance and outcome performance, 

iii) the limited effectiveness of salesforce incentive systems, (perhaps the most unexpected result) 

iv) the impact of relationship-based selling and team-based selling on the type of control system. 

 

Some MNC studies focused on sales control theories into new markets: Baldauf, Cravens & Grant 

(2002) researching in Austria and Australia, Piercy, Low & Cravens (2004), studying Greece, India and 

Malaysia, and Cravens, Piercy & Low (2006) with a wider panel of Austria, Greece, Bahrain, Saudi 

Arabia, India, Israel, Malaysia, Nigeria and the UK.  The results from Baldauf, Cravens & Grant 

(2002:577) establish the ‘encouraging support of the cross-national relevance of the sales-management 

behaviour-based control model’, though they highlight further global research is required. Piercy, Low & 

Cravens (2004:32) expect that ‘the correct behaviour constructs should indicate inter-country differences 

in management style’, making sales control contingent on country specific factors. 

 

Significantly, Piercy, Low & Cravens (2004) found a positive effect of both incentive pay and behaviour 

control on outcome performance, especially when there is interaction between the two. These findings 

contrast with previous studies that show incentive pay and behaviour measurement did not work well 

together, and hence the authors propose separating compensation control as a separate dimension of 

sales control, justified by the higher levels of incentivised pay in developing markets. However, Cravens, 

Piercy & Low (2006) was less conclusive on this point so further research is required, and over the two 

studies it is fair to conclude that incentive pay is not an optimum method of control.  Rajagopal (2007) 

studied outcome & behaviour based control of sales people in Mexico and India and found sociocultural 

contingencies in setting the right control systems. Flaherty, Arnold & Shane Hunt (2007:221) note 

‘individual, environmental, and organizational factors combine to influence the effectiveness of sales 

management control mechanisms’, emphasizing that sales control is contingent on external context.  
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Of particular relevance for this study is Cravens, Piercy & Low (2006), who looked for a general 

convergence between countries in global sales organizations, and define ‘intra-organizational flatteners’ 

as forces that converge internal processes, which have the potential to become ‘routines’ that create 

competitive advantage (Nelson & Winter, 1982). Cravens, Piercy & Low (2006:301) recommend that 

‘behaviour control provides the flexible and collaborative management direction needed in proactively 

responding to the global marketplace’, perhaps it is this collaboration that will be key to the success of 

the groups of similar sales units. Furthermore, Cravens, Piercy & Low (2006:301) highlight that a ‘key 

internal initiative is developing an organizational structure that is effective in the changing global 

marketplace’, and the emerging ideas in this study have little precedence in the sales literature to date. 

 

In summary, salesforce control is well grounded in the major theories of organization control and is a 

critical enabler in sales deployment, especially recently in an expanding international context. The 

relevance and contribution of salesforce control, contingent on a sales-context based model of 

organization could be one of the key processes that can leverage homogeneous groups of country 

business units. 

 

The first half of the review explored the 4 higher-order issues close to the area of research interest:  

2.1  the strategic role of sales through the emergence of sales orientation,  

2.2  the strategic role of different bases of segmentation as a decision support analysis,  

2.3  the emergence of MNC structures that rely on lateral networks, knowledge transfer and the 

increasing role of the subsidiary and  

2.4  the shift towards behavioural salesforce control methods in less hierarchical structures.  

 

The following Figure 2.1 summarises the development of the four higher-order theories that are 

converging on the topic of the ‘strategic sales organization’. In all four fields identified as impacting on 

the development of a ‘strategic sales organization’ there are dynamic developments towards a market-

oriented, network based, behaviourally controlled model of organizing. 
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Figure 2.1 Four higher-order theories converging on the ‘strategic sales organization’ 

 

 

 

 

 

However, It is important to explore the underlying major theories of management that provide the 

foundations of these branches, which follow in the next sections, The key themes of management theory 

are traced from their seminal authors and origins to explore their credibility, because interpreting 

organizations is best facilitated by empirically valid theory (Grant, 2008).  

 

 

 



 
 
 
 

 49 

2.5    The significant shift in foundational theories of management 

2.5.1 The importance of building on seminal management theory 

To this point in the literature review, higher-level theories in specific areas around sales orientation, sales 

control, segmentation and the development of the MNC organization have been reviewed. However, 

Grant (2008) articulated that it is important to understand at a more fundamental level the underlying 

themes in the major theories of management to illuminate, explain and connect the higher order issues.  

 

There are various ‘traditions’ in management theory, broadly split into external economics-based and 

internal behaviour-based, and they have often been perceived as competing with each other (Combs & 

Ketchen, 1999). However, Hirschleifer (1977:2) noted that ‘the dominant analytical structures employed 

in economics and social sciences are strikingly similar’, and Hesterly, Liebeskind & Zenger (1990:888) 

hoped that organization theories and economics would ‘coalesce’. Hence, the major foundational 

theoretical developments in strategy and management will be reviewed, with a goal of using a blend of 

relevant and valid theories to illuminate the research problem, and in the process attempt to make some 

theoretical progress from this research. 

 

This section traces relevant major management theories from their roots, as Lemak (2004:1324) 

recommends: ‘the best path out of the management jungle is using the most knowledgeable guides - the 

authors of the seminal works’. So, major theories will be covered from their sources. 

 

The two primary theoretical paradigms in management literature that will be explored are: 

i)  the Orthodox Neo-Classical (ONC) model based on equilibrium and economics (Marshall, 1920), grew 

into Bain’s (1968) Industrial Organization, and peaked with Porter’s (1980) ‘5-forces’ industry analysis. 

ii) the Behavioural Theory of the Firm (BTF) (Cyert & March, 1963), which adds a human dimension by 

defining firm specific ‘operating procedures’ and identifying the political nature of organizations. Nelson & 

Winter (1982) develop ‘standard operating procedures’ into deliberately evolving ‘genetic routines’ that 

recognize human limitations or ‘bounded rationality’. 
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2.5.2   Orthodox Neo-Classical Economic model of the firm  

For much of the 20th century the Orthodox Neo-Classical (ONC) Economic model of the firm prevailed, 

which assumed profit maximisation, rational behaviour of managers and efficient allocation of resources.  

ONC economics also made key assumptions about the efficiency of the market place, notably a static 

‘equilibrium of normal demand and supply’ (Marshall, 1920, Ch III:1) and the free availability of 

information and technology. The consequence of these assumptions is that all firms in a market make 

normal levels of profit, sufficient to cover their cost of capital. However, economists would rightly say 

their models are not so narrow, for example Alchian (1950) argued that in reality a state of ‘static 

equilibrium’ is never reached, and Nelson & Winter (1982) claim ‘whilst it is not literally appropriate to 

stigmatize orthodoxy as concerned only with…perfect information and static equilibrium, the prevalence 

of analogous restrictions in advanced work lends a metaphorical validity to the complaint’ (1982:8). 

Hence, the ONC model of the firm is based on unrealistic assumptions about market dynamics. 

 

Bain’s (1968) Industrial Organization (IO) theory is the embodiment of ONC economics as a theory of the 

firm, focusing on monopoly power and introducing the idea of ‘barriers to entry’, (i.e.) competitive 

heterogeneity and production restriction as opposed to ONC’s market equilibrium. However, the industry, 

not the firm, remained the focus of analysis. An early empirical impact of IO was the ‘Profit Impact on 

Market Share’ or PIMS Program (Buzzell, Gale & Sultan, 1975), which linked market share and hence 

market position to current and future profitability. A partial spin-off from ONC was the ‘Chicago School’ 

that viewed the firm as existing to seek pricing efficiency in production and distribution, though Stigler 

(1964) warned of conflicts arising from regulation and eschewed the pricing collusion implied in IO. 

 

The discipline of ‘management strategy’ (i.e.) leaders taking future-oriented strategic decisions, 

competing with the tradition of ONC based ‘business policy’ (Rumelt, 1991), reached a degree of 

acceptance when the Strategic Management Journal was launched in 1978. However, ONC remained 

the principle influence on theories of the firm and the Structure-Conduct-Performance (SCP) Paradigm of 

IO/ONC economics, was the dominant model of business strategy (McWilliams & Smart, 1995).  
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Although behaviour based (e.g. Cyert & March, 1963) and related resource based (e.g. Wernerfelt, 

1984) theories emerged from the 1960’s to early 1980’s, IO prevailed with practitioners and the majority 

of business research. The peak of interest in IO was Porter (1980), with his influential book ‘Competitive 

Strategy’, that launched the ubiquitous ‘5 forces’ model of competition (1980:4), which was called the 

‘most influential contribution to management from economics’ (Rumelt, 1991:8). Porter (1981) promoted 

the ‘tantalizing promise of the IO paradigm to strategy formulation’ (1981:610) and rightly recognised 

some limitations of Bainian IO, referencing the Cyert & March (1963) behaviour based view, and noting 

that ‘no humans were visible in IO’ (1981:612). 

 

Porter (1991) addressed some criticisms of IO such as reliance on static equilibria, with his ‘dynamic 

theory of strategy…that separates strategy into superior performance at a given period in time and the 

dynamic process by which competitive positions are created’ (1991:95). Porter (1991) also defends the 

claim that ‘IO based models focus only on heterogeneity of markets’ (1991:107), claiming his work 

bridged IO and firm strategy, countering writers who unfairly decry the impact of Porters (1980) work, 

(e.g.) Connor (1991) and Peteraf (1993). Porter subsequently acknowledges the ‘resource based view’ 

(Wernerfelt, 1984), by arguing that a ‘stress on resources must complement not substitute a stress on 

market positions’ (1991:108), and hence promoting a depolarized view of the theories of the firm. 

 

However, many authors were not satisfied that the ONC/IO model provided sufficient explanation of 

organizational behaviour or SCA, so the following sections review the alternative theories that emerged. 

The momentum in management theory from economic to behavioural, evolutionary and capability 

models was crystallized by Wernerfelt (1984, 1989), in his Resource Based View (RBV), viewing 

resources as the root of competitive advantage, which will be explored in the following sections. 

 

. 
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2.5.3   The Behavioural Theory of the Firm (BTF) 

The Behavioural Theory of the Firm (BTF), originated by Cyert & March (1963), is a critical stream of 

theory that tried to challenge the ONC industry model with a focus on behaviour inside the firm. Along 

with its forerunner March & Simon (1958), and Simon (1959), these sources were the origins of the BTF, 

alternatively known as the ‘Carnegie School’ as all three authors were contempories at the Carnegie 

Institute of Technology. Other writers of the time also tried to link ‘psychology, anthropology, economics 

and the practice of management’ (Brown, 1954:9), though the BTF developed by Cyert & March (1963) 

became the principle counter-weight to the ONC movement, as Winter (1964:164) said ‘this book 

delivers a major blow to that battered but hitherto unshaken intellectual construct, the theory of profit 

maximising firms’. The battle of economic and behavioural paradigms had begun though it was the late 

1980s before BTF started to gain major consideration in academic and business debate.  

 

ONC models assumed: perfect markets, efficient pricing, predictable demand and profit maximisation, 

whilst taking little or no account of human behaviour impacting the performance of the organization. 

Cyert & March (1963) observed few of these characteristics from the economic model, and suggested 

that ‘the motivational and cognitive assumptions of the (prevailing) theory appear unrealistic’, (1963:7) so 

they sought to understand human behaviour at work in key sub-processes within the organization.  

Cyert & March (1963) emphasize perpetual goal bargaining and managerial actions and their BTF 

presents the firm as ‘adaptively rational’, where learning is cemented by ‘standard operating procedures’ 

(SOPs). Cyert & March sub-divide SOPs into ‘general’ and ‘specific’, where ‘general’ SOPs maintain the 

status quo and ‘specific’ SOPs develop firm differences by capturing how firms respond to change. 

Hence, it these ‘specific’ SOPs that separate company performance, rendering the ‘equilibria’ of ONC 

inadequate and pointing to the heterogeneity of firms, which is one of the key contributions of Cyert & 

March (1963).  Rumelt (1991) later showed empirically that inter-industry profits vary less than intra-

industry profits, suggesting critically that firm level characteristics are key to overall returns. 
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Amongst the most frequently cited contributions from Cyert & March (1963) regarding human 

intervention in the mechanistic ‘black box’ economic model of the firm are: 

i) ‘a disparity between the resources available to the organization and the payments required to maintain 

the coalition. This difference is what we have called organizational slack’ (Cyert & March, 1963:42). This 

latent inefficiency in organizations is built up as individuals and groups behave cautiously. 

ii) ‘cost, revenue, profit — are subjective — perceived by the men whose decisions or actions are to be 

explained’ (Cyert & March, 1963:17), further identifying ‘conscious manipulation of expectations’ (Cyert & 

March, 1963:97), which is an aspect of self-interest explored in agency theory (see section 2.6.4). 

 

Cyert and March (1963) are unreasonably pessimistic about the potential of leaders to influence their 

organizations, arguing that individual goals supersede corporate goals. However, BTF made a major 

contribution to our understanding of strategy and organizations, as Williamson (1996:150) noted: ‘Cyert 

& March joined economics and organization theory to pry open what had been a black box’, and in the 

process joined ‘seemingly incompatible strands of research’.  

 

However, the popularity of writers such as Porter (1980) and economic models of the firm such as PIMS 

(Buzzell, Gale & Sultan, 1975) pervaded and the BTF remained principally an academic construct. The 

ONC theory of the firm held precedence, though the emergence of Evolutionary Economic Theory (EET) 

by Nelson & Winter (1982) increased momentum behind the BTF and will be discussed in the following 

section. The BTF eventually developed an enduring and strong academic support, for example Augier 

(2004) and Argote & Greve (2007). Furthermore, a special issue of the Journal of Economic Behaviour & 

Organization (April 2008) was produced to reflect on Cyert & March’s (1963) book that introduced the 

BTF, and acknowledged their contribution as ‘an important plank in the bridge from economics to 

management’ (Augier & March, 2008:1).   
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2.5.4   Evolutionary Economic Theory (EET) 

Nelson & Winter (1982), dissatisfied with the persistence of IO and noting that ‘the proposals of Cyert & 

March (1963) have largely been ignored’ (1982:56), published the seminal book ‘An Evolutionary Theory 

of Economic Change’ after a decade of preparation and research. Nelson & Winter (1982:21) aimed to 

offer a ‘plausible cure for the deep-seated inadequacies of economic theory, (e.g.) the flagrant distortion 

of reality represented by economists’ assumptions about individual and organizational capabilities and 

behaviour’. So, Nelson & Winter (1982) tried to reconcile the economic model of organizations with 

insights into the reality of humans and organizations as they saw it. Nelson & Winter (1982) moved the 

focus of analysis from the industry level that ONC was based on, to the firm level, supported by McGee 

& Thomas (1986:158), who concluded that ‘the firm is an important unit of analysis’. 

 

Nelson & Winter (1982) note that ‘orthodox theory makes a sharp distinction between what is involved in 

operating a particular technique and what is involved in deciding which technique to use, in evolutionary 

theory we see strong similarities in these’ (1982:15), (i.e.) there is a constant feedback loop at work, and 

‘organizations remember by doing’ (1982:99, italics original), and so develop organizational learning. 

 

In EET (Nelson & Winter, 1982:14), the general term for predictable behaviour is ‘routine’, and central to 

EET is that these ‘routines’ play the role that genes play in biological evolution. The concept of the 

‘routine’ was a development of the ‘standard operating procedure’, described by Cyert & March (1963). 

‘Routines’ are a persistent feature of the organism and determine behaviour, along with the environment, 

and are heritable such that tomorrow’s organisms are generated from todays. This was at odds with the 

earlier wisdom of Penrose (1952:804) that:  ‘biological analogies contribute little to theory of firms and 

tend to confuse the nature of important issues’, though Nelson & Winters (1982:11) state they ‘disavow 

any intention to pursue biological analogies for their own sake’ and their work became a fundamental 

stepping stone towards a more holistic attempt to study how behaviour affects organizations. 
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Nelson & Winter (1982) identified a hierarchy of two types of routine, the first ‘lower order’ routine 

regards current operational procedures and the second type regards the ‘search’ for desirable change in 

existing procedures or new procedures. Crucially, the ‘search’ routines develop EET beyond the 

‘hopelessness’ of BTF (Cyert & March, 1963) where managers cannot change embedded procedures, 

because ‘search routines’ suggest managers can pro-actively evolve routines to improve business 

performance in anticipation of a stochastic environment. Indeed, the ability to re-invent critical processes 

or ‘routines’ as SCA is the foundation for ‘dynamic capabilities’ (Teece & Pisano, 1994), see section 

2.5.12. 

 

In a follow up paper Nelson (1991) expanded the ‘evolutionary’ model, emphasizing the ability to capture 

new markets over technological advances per se: ‘differences in ability to gain from innovation rather 

than command over technologies are the source of durable differences’ (1991:72). This is to a degree a 

counter-intuitive to prevailing thought, surely innovation stems from proprietary technology? Not so, 

argues Winter (1991), the first step is develop superior ways to organise R&D departments, and perhaps 

bring products to market, which is the true evolutionary differentiator.  

 

Progress of the BTF and EET is an important underlying concurrent theoretical development as they 

suggest that SCA and efficiency can be derived from softer, human elements of organizations. For 

example, behaviour based sales control processes (Anderson & Oliver, 1987) are important ideas whose 

validity is enhanced by their foundation in the BTF and EET, as the development in sales control (see 

section 2.3) evolves from ONC outcome based measures to EET behavioural measures. 

 

EET was further developed by Barnett & Burgelman (1996:6), in a Strategic Management Journal 

special issue dedicated to Evolutionary Perspectives on Strategy.  Crucially, Barnett & Burgelman note 

that EET allows the capacity for an organization to pursue a ‘variation in possible strategies’ (1996:14), 

concluding that EET is ‘not a singular theory, but an evolutionary perspective that potentially can 

synthesize the many theoretical approaches circulating in the strategy field’ (1996:18). 
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Becker, Lazaric, Nelson & Winter (2005:776), develop a model for ‘applying organizational routines in 

understanding organizational change…which enables the researcher to ‘zoom-in’ on micro-level 

dynamics and identify driving forces of change’. The valuable idea in the context of organizing similar 

subsidiaries to work together is that routines are the repositories for organization capability and therefore 

vehicles of learning within firms, and it is this knowledge transfer that is the basis of the lateral-network 

MNC.  Routines engender path dependence and help interpret organizational behaviour and can 

illuminate problems between interdependent functions such as ‘competence traps’ (Becker, Lazaric, 

Nelson & Winter, 2005:778), which may exist between subsidiaries that face similar selling contexts but 

are geographically separate and which the model proposed in this study may facilitate an improvement. 

 

‘Operating routines’ also have a key contextual dimension creating ‘local communities (where) the 

context in which routines emerge and learning takes place does matter…and contributes to the power of 

replication’ (Cohendet & Llerena, 2003:271). Furthermore, they deduce that ‘the key factor for 

performance is…composition of the firm in terms of communities, in order to have effective operational 

routines…and knowledge articulation’ (Cohendet & Llerena, 2003:288), which again supports this 

studies hypothesis of organizing by market context and is reinforced by Brown & Duguid’s (1991) 

‘communities-of-practice’, that address the knowledge transfer problem. In summary, a lateral network 

structure, relying on the BFT view of managers motivations, will require ‘group beneficial-behaviour’ 

(Cordes, Richerson, McElreath & Strimling, 2008) for a geographically dispersed structure to prosper. 

 

In summary, EET as defined by Nelson & Winter (1982), integrated bounded rationality, described self-

determined ‘routines’ as a source of differentiation and organizational memory and learning, and so 

delivered a decisive argument that swung the debate in strategic management from economic towards 

behavioural models of the firm.  EET lays a theoretical foundation stone in the area of salesforce 

organizational structures and control processes that can lead to SCA as they migrate from ONC based 

outcome measures to EET based behavioural measures. The emergence of EET did not supplant 

continued development in ONC or overcome the implied reliance on altruism in behaviour-based models. 
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2.5.5   Resource-Based View (RBV) 

A major development of BTF was the Resource-Based View (Wernerfelt, 1984), though the roots of the 

RBV are long. Jevons (1871) noted ‘economists treat labour as a commodity, bought by capitalists’ 

(1871, VIII:3), and challenged this view: ‘where much skill and education is required, extensive 

competition will be impossible, and a permanently high rate of wages will exist. If only common labour is 

requisite, then prices and wages will fall’, (1871, VIII:8). Jevons, noting his hypothesis was ‘somewhat 

heretical’ (1871, VIII:12), had observed competition for human resources as well as capital and markets.  

 

Penrose (1955) suggested for a firm to use fully its productive resources employing a ‘versatile 

executive...(who has)…instinctive recognition of what will catch on (i.e. new products) becomes of 

overwhelming importance’, before critically adding that ‘these services are not likely to be equally 

available to all firms’ (1955:540). So without attaching a label Penrose laid the foundations for the 

importance of intangible resources in strategic management. There was a flurry of debate 50 years later 

about the degree of Penrose’s influence, though all acknowledged the significance of her contribution to 

resource-based theories (Kor & Mahoney, 2004, Lockett & Thompson 2004 and Lockett, 2005). 

 

Rubin (1973) presented a ‘new view of the firm based on the assumption that resources are particular to 

the firm’ (1973:947). Rubin defined two types of resource that ‘produced output or trained new resources’ 

(1973:936). Rubin’s interest was in modelling opportunity costs, and he theorised for example that 

keeping surplus resource was more efficient than shedding then re-hiring resources (1973:947), a 

concept developed as favourable and called ‘organizational slack’ (Nelson & Winter, 1982). 

 

Teece (1980:233), seeking to address Penrose’s (1955) question of why firms diversify, noted that a 

‘firms competitive advantage is defined not in terms of products but in terms of capabilities’, which defied 

economic explanation by ONC or TCE frameworks. In the follow up paper, Teece (1982:46) described 

‘fungible’ managerial knowledge in the multi-product firm that is tacit and inimitable, concluding that ‘this 

view of the nature of the firm turns the neoclassical conceptualization on its head’. 
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The specific term Resource-Based View (RBV) first emerged in 1984, when Wernerfelt ‘explored the 

usefulness of analysing firms from the resource side rather than from the product side’ (1984:171).  

The paper was relatively basic in its treatise, and made no claim to be a breakthrough theory, indeed its 

focus was mainly diversified conglomerates and their different business units, which were fashionable 

organizational structures in the 1980s (Wernerfelt, 1984:172).  Wernerfelt later clarified in an interview 

that ‘I was thinking of BCG (Boston Consulting Group) stuff plus game theory’ (Lockett, O'Shea & Wright, 

2008:1129), as he felt as a newly appointed strategy teacher that existing purely economic and 

equilibrium based theories of the firm were insufficient. 

 

Wernerfelt elaborated on his original rationale (Lockett, O’Shea & Wright 2008), defining 3 principles:      

i) game theory, recognition that heterogeneity existed between firms, that there wasn’t a single 

prescription to teach all practicing strategists. ii) duality, between resources and product position and iii) 

the BCG portfolio theory, where mature business units in their ‘cash cow’ state fund new ventures, 

Wernerfelt believed ‘cash cows’ could endow other resources beyond financial.  Wernerfelt’s 1984 work 

was simply written for what was such a diametric view at the time, though with hindsight it seems so 

obvious. However, initially the 1984 RBV paper was ignored; by Wernerfelt’s own admission, the 3 

citations in the first 4 years after publication were by his own students and a colleague (Wernerfelt, 

1995:171). RBV as a terminology, arguably more accurately called ‘Competence-Based Competition’ by 

Sanchez, Heene & Thomas (1996), became a major theme in strategic management during the 1990s. 

 

Barney (1986) suggested that ‘strategy should flow from the analysis of (the firms) unique capabilities 

rather than the analysis of the competitive environment’, which challenged the IO orthodoxy of Porters 

(1980) ‘5 forces’ model. Barney proposes that acquiring the ‘strategic factors’, for example the ‘cost of 

resources to implement product market strategies’ at less than their value is how firms create superior 

returns (1986:1232). In other words, firms must develop greater resource-selection skills, based on 

better evaluation of the future value of those resources to that firm than to it’s competitors.   
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So how does Barney’s (1986) key development of the RBV work in practice? For example economies of 

scale in production may not be derived from a resource based capability, it may be that the pricing 

mechanism favours a higher volume producer, or it could be a resource based advantage that one firm 

acquires or develops intellectual capacity in the operation of manufacturing equipment that could be 

purchased by several competitors. Barney (1986) also acknowledges the role of luck in the acquisition of 

strategic factors ‘as firms rely on publicly available information when pricing an acquisition they should 

expect normal returns unless they are lucky and acquire unanticipated synergy’ (1986:1239). However, 

this implies that anticipated synergies will be delivered when strategic factors are purchased as part of 

diversification, though acquisitions frequently fail to deliver anticipated benefits. 

Wernerfelt (1989) published again, trying to make his 1984 thoughts into a workable tool for 

practitioners. The clear guidance was that market entry plans should include human resource analysis 

as well as the traditional physical needs to gain SCA, and distinguished between ‘fixed’ assets, 

‘blueprints’ and ‘cultures’ (Wernerfelt, 1989:5), suggesting that key people and process are just as 

important as capital investment, further clarified by Wernerfelt (1995). Expansion into new markets could 

also be considered a variant of the new market entry scenario that Wernerfelt expanded the RBV scope. 

Dierickx & Cool (1989) highlighted in more depth a heterogeneous distribution of resources at firm level, 

in contrast to Porter (1980) which assumed homogeneous distribution of resources across industry 

sectors, and which was one of Wernerfelt’s (1984) major objections.  In partial contradiction, DiMaggio & 

Powell (1983) claimed that organizations homogenize, as they bureaucratize, in response to similar 

challenges. DiMaggio & Powell (1983) define such homogenization as ‘institutional isomorphism, a 

constraining process that forces one unit in a population to resemble other units that face the same set 

of environmental conditions’, (1983:149), though there is a difference between heterogeneous resources 

that underpins RBV and companies trying to copy the market leaders strategy. 
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RBV was popularised by Prahalad & Hamel (1990) as ‘the core competence of the organization’ 

(1990:79), highlighting deliberate acquisition of ‘competence’ through the use of alliances (1990:80), and 

distinguishing physical assets that deteriorate over time from knowledge based competencies that are 

enhanced as they are shared or ‘collectively learned’ in the firm (1990:82). Perhaps this comparison is 

partly flawed as intellectual property and experience can be obsolete as quickly as a machine wears out. 

Prahalad & Hamel (1990) compared the competence based Japanese companies with the economic 

model adopted by US companies to explain the success of the former. The organizational structure was 

identified as a culprit, with the product centric Strategic Business Unit acting as a ‘prison’ for skills that 

prevents a competence based structure. Prahalad & Hamel proposed that managers ‘should compete 

internally for key people on the same basis that they justify financial resource allocation’ (1990:87), so   

senior management  prioritise the nurturing and acquiring of competence above accounting 

consolidation, as ‘competence building will characterize the global winners of the 1990s’ (1990:91).     

 

During the 1990’s RBV became a dominant paradigm in management as Prahalad & Hamel predicted. 

Barney’s (1991) RBV framework clarified  that organizations are heterogeneous in terms of resources 

and capabilities, and crucially evolving from his (1986) work by adding that ‘resources may not be 

perfectly mobile across firms and thus heterogeneity can be long lasting’  (1991:101). Hence, SCA exists 

as long as resources are immobile, inimitable and unsubstitutable. Peteraf (1993:186) added that these 

conditions' need to be in place as ‘ex ante and ex post limits to competition’ (i.e.) SCA will accrue if a firm 

chooses to compete where they anticipate resources are scarce and not easily traded. Barney 

(1991:101) defined 3 types of resources: physical resources (e.g.) technology & raw materials, insightful 

and experienced individual managers and ‘organizational capital’. Tomer (1987:83) described ‘intra-firm 

co-operation’ as a key element of ‘organizational capital’, a behavioural and managerial trait critical in a 

context-based salesforce. Barney (1991:110) agrees that ‘competitive advantages based on social 

complexity’ are hard to imitate.  This is a significant development for the development to sales structure 

and process under review, ‘intra-firm co-operation’ and ‘social complexity’ can be a key source of 

difference if an alternative model based on geographically dispersed units is to be considered. 
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RBV’s momentum was maintained by a Strategic Management Journal special issue, edited by Barney & 

Zajac (1994) and a Journal of Management special issue edited by Barney, Wright and Ketchen (2001). 

Barney, Wright & Ketchen (2001) promoted RBV as complementary to other theories, moving on from 

earlier perceptions that RBV made prior theories of the firm redundant. Mahoney’s (2001) contribution to 

the special issue has two key points: i) a challenge to Connor (1991) that ‘routines and culture develop in 

ways superior to the market precisely because opportunism exists’, whereas Connor (1991) argues that 

RBV presumes no opportunism, a weakness certainly for proponents of self-serving agency theory. 

ii) links RBV and TCE as complementary theories: ‘mechanisms that explain sustainable firm rents in 

RBV are sufficient…to explain the existence of the firm in TCE’ (Mahoney, 2001:656). The 

complementary theory case was made by Porter ‘the RBV cannot stand on its own’ (Argyres & 

McGahan, 2002:50) and Foss & Foss (2005) also promote an integration of TCE and RBV, highlighting 

the importance of intellectual property rights and multi-paradigm perspectives generally. 

 

Peteraf & Bergen (2003:1027) develop a RBV framework for scanning competitive landscapes, evoking 

Porters (1980) ‘5 forces’ model by focusing on the market level threat of substitution (of people not 

product) and concluding that ‘it is not rareness of resource type that matters, but rareness of resource 

functionality’. An example of this would be Apple Inc.’s entry to mobile phones, where they used their 

‘resource functionality’ in design of product and out-sourced manufacture. Foss & Knudsen (2003) also 

found further evidence of RBV as SCA, dependent on resource immobility. 

 

So RBV is undoubtedly a major development on the behavioural legacies of Cyert & March (1963) and 

Nelson & Winter (1982), but it is not a radical dispensing of ONC and IO theories of management as 

claimed by some. RBV has undoubted value in studying real organizational behaviour, without 

completely re-writing the accumulated wisdom of management science, as Connor (1991:144) confirms 

‘RBV both reflects a strong cumulative IO heritage and is unique in that incorporates (at least one) major 

departure from the (existing) theories (i.e. ONC, Bain’s IO, Chicago, Schumpeterian (EET), TCE)’. 
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There was some criticism of RBV during the 1990s, for example McWilliams & Smart (1995), claiming 

that the RBV founders (Wernerfelt, 1984, Barney, 1986) have not sufficiently shed the assumptions of 

organization economics (OE), rather they applied a ‘cosmetic patch’ (McWilliams & Smart, 1995:309). 

Their main criticism of RBV, like ONC, is that it is a static model, ‘useful for understanding industries 

where demand is known and industry structure is relatively certain’ (McWilliams & Smart, 1995:312).   

The critical dimension McWilliams & Smart (1995) added was ‘the relationship between competition and 

uncertainty….uncertainty is a continuum with relative certainty at one end and the other is revolutionary 

change’ (1995:312), which is summarised across key market characteristics in the table below: 

 

Figure 2.2 Industry Environments  (adapted from McWilliams & Smart, 1995:314) 

Characteristics Static Dynamic Revolutionary 

Demand Known Predictable Unpredictable 

Structure Static Evolving Unstable 

Analysis of Industry Appropriate Less appropriate Inappropriate 

Focus Competitors Customers Adaptation 

Nature of competition Between firms Between firms & demand Undefined 

Source of comp.advantage Ricardian rents Strategic management Strategic management, luck 

Importance of managers Least Most More 

 

From Figure 2.2 the industry environment under study would best be classified as ‘Dynamic’ in this 

model, where focus on strategic management, the role of managers and especially customers are 

important, which supports an investigation into a ‘sales orientation’ where strategic decisions and 

organizational processes could be driven by the selling context. So although McWilliams & Smart (1995) 

seek to limit the applicability of RBV, the Industry Environment of consumer technology under study here 

is ‘Dynamic’ and so RBV retains relevance, because strategic management decisions are more 

important than in other types of market and the structure needs to be evolving. 
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Ryall (1998) warned that RBV might be an example of ‘self-confirming theories (that) are insidious: since 

managers take actions they believe are optimal, observe what they expect, and so sees no reason to 

explore alternatives’ (1998:3). Ryall’s criticism undermines the RBV case for diversification to acquire 

resources in particular. One of the harshest critiques of RBV was by Priem & Butler (2001), who asked 

‘Is the RBV a useful perspective for strategic management research?’, which was answered by Barney 

(2001) in the same issue of the Strategic Management Journal with a resounding ‘Yes’ and a defence of 

all the flaws raised by Priem & Butler (2001). A key challenge by Priem & Butler (2001) is that ‘RBV 

simplifies strategic analysis with an implicit assumption of homogeneous and immobile product markets’ 

(2001:30), in simple terms consumer demand is outside of the internally focused RBV model. Priem & 

Butler (2001) suggest ‘a synthesis of resource-based and environment-based perspectives might be…a 

more complete strategy theory’ (2001:31), and so endorsing the retention of economic theory as a valid 

supplement to behavioural theories. Priem & Butler (2001) also note that much RBV writing has taken a 

static not dynamic approach, failed to show how key resources create differential rents and how to value 

key resources. Barney (2001) neutralises most of the Priem & Butler (2001) questions so the credibility 

of RBV survived the criticism in the SMJ exchange. Arend (2006) bemoaned that there were no 

satisfactory empirical tests of the RBV model, which in time would undermine RBV. Priem & Butler 

(2001) did highlight two key gaps in the RBV library: contingency on market (consumer) context and 

dynamic systems, highlighting the need for further study of a ‘context-based’ example of an RBV led 

strategy in deployment.  

 

 A more recent meta-analysis of 1165 firms over 7 years in 12 industries (Short, Ketchen, Palmer & Hult, 

2007:162) clearly conclude that ‘managers should adhere to RBV’, focusing on firm-level factors above 

the industry level analysis propagated by the OE school, because ‘firm-level effects explain over 90% of 

variance in performance in the long term’. Hence, Short, Ketchen, Palmer & Hult (2007) provide 

convincing evidence that RBV based management can deliver SCA.  

 



 
 
 
 

 64 

In summary, RBV is very relevant to this research as it partly focuses on a change to organizational 

structures and processes, which seeks to gain SCA by an alternative arrangement of the same existing 

internal resources. The foundation of this people centric strategy is the BTF and the RBV. Barney (2001) 

also suggests that ‘resources must be understood (i.e. valued) in a specific market context’, supporting 

the external selling-context focus, and the ‘important role of dynamic analysis in RBV logic’, (2001:52, 

italics added).  

 

This section 2.5 concludes with Figure 2.3, which shows a shift from Orthodox Neo-Classical (ONC) 

Economic Models of the Firm to the Resource Based View (RBV), which is one of the most significant 

developments in the theory of how organizations develop. The emergence of behavioural dimensions to 

many management theories is underpinned by the this central development from ONC to RBV, and the 

following section 2.6 will seek to connect this most fundamental shift with the theoretical developments in 

the 4 higher order issues closer to the business problem of: the emergence of sales orientation, different 

bases of segmentation, networked MNC structures and behavioural salesforce control mechanisms.  

 

Figure 2.3 The development in foundational theories of the firm 
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2.6 How the ONC to RBV shift has impacted the higher order theories 

This section reviews how the foundational shift in management theory from economics based ONC 

models of the firm towards the human capital centric RBV of the firm, discussed in depth in section 2.5, 

has underpinned a similar move towards an increasing behavioural dimension on the 4 important 

Theoretical Constructs surrounding the problem under study discussed in sections 2.1 to 2.4, which are 

re-stated below: 

2.1 the strategic role of sales through the emergence of sales orientation,  

2.2 the strategic role of different bases of segmentation,  

2.3 the emergence of MNC structures that rely on lateral networks and the increasing role of the 

subsidiary, and  

2.4 the shift to behavioural salesforce control techniques to derive efficiency.  

 

The following four sub-sections will review: 

the underlying changes in contingency theory and its impact on selling orientation, 

the underlying changes in segmentation theory in becoming a dynamic capability in strategy making, 

the underlying changes in MNC theory in towards a knowledge-based lateral structure, and 

the underlying changes in organizational control theory towards behavioural controls. 

 

The final sub-section will draw together the direction of change in all four of the theories that converge on  

the business problem to reflect how the foundational shift from the ONC economic model of the firm 

towards the RBV resource model of the firm has affected each of the four areas. 
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2.6.1   Contingency Theory shifts from market orientation to embrace a sales orientation 

Dill (1958:409) noted ‘managers behaviour depends on inputs from the environment to an organization 

and on the interpretation of these inputs’. Powell (1992:122), in seeking to combine IO strategic 

management and organization contingency theories to show that ‘organizational alignment’ factors were 

still underestimated in overall competitive advantage, building on Burns & Stalker (1961) who identified 

environmental variability as a critical contextual factor in organizational design. Kast & Rosenzweig 

(1972:460) positioned contingency theory as the application of ‘open systems’ theory in management, 

where the ‘contingency view seeks to understand the interrelationships between the organization and its 

environment’, though this was still a static interpretation. Galbraith (1973) developed contingency theory 

for overall business effectiveness and Hofer (1975) proposed a move towards a ‘contingency theory of 

business strategy’, where ‘the most fundamental variable in determining strategy is the stage of the 

product life cycle’ (1975:798). It is important to note that the unit of analysis at the time is still the 

‘product’, the marketing function lead the factors upon which strategy should be contingent. 

 

Contingency as a predictive approach was proposed by Luthans & Stewart (1977), whose ‘general 

contingency theory of management (that) integrates quantitative and behavioural approaches to 

management, incorporating environment and to begin to bridge the gap between theory and practice’ 

(1977:181, italics added). Luthans & Stewart (1977) defined contingency theory as ‘identifying and 

developing functional relationships between environmental, management and performance variables 

(1977:183).  Whilst Longenecker & Pringle (1978) critique Luthans & Stewart (1977) work as the ‘illusion 

of contingency theory as general theory’, Luthans & Stewart contend that ‘operationalized contingency 

theory has much more to offer than a vague “all depends” approach’ (1978:682). Luthans & Stewart 

(1977) described the organization as a ‘social system consisting of resource variables, management 

practices which inter-relate with variables in the environment to achieve goals’ (1977: 184). Drawing on 

influential work in other fields such as Katz & Kahn (1966), an important feature of contingency theory 

was the importance of human resource variables and all the associated range of skills and behaviours 

available to the firm, which can be considered a partial pre-cursor to the Resource Based View. 



 
 
 
 

 67 

A further assumption of contingency theory is that an ‘organization does not function in isolation of its 

external environment nor does it remain static or constant with respect to its internal environment’ (Otley 

& Berry, 1980:231, italics added). The key is that an organization does not remain in an inert condition; it 

is fluid and dynamic in response to all environmental stimuli. The dynamic change in the organization in 

response to market conditions, either consumer led or from competitive pressure, led to the concept of 

‘market orientation’ (Kohli & Jaworski, 1990). Firms with a market orientation become increasingly 

responsive to their interpretation of their end customer environment, though the focus was still 

perception of customer requirements and product centricity in the organizational design. 

 

Contingency theory was challenged by Schoonhoven (1981), who tested the Galbraith (1973) model and 

found more complex relations between environmental uncertainty, structure and effectiveness than 

Galbraith (1973) suppositioned, especially the degree of decentralization when uncertainty is low. 

Nevertheless, this work was an empirical milestone for contingency theory. Koontz (1981:184) 

suggested that ‘contingency theory is not a separate approach…it is merely a way of distinguishing 

between knowledge and practice’, so perhaps theorists become situationalists when practicing 

management, though this is an over-simplification of what others mean by the term contingency. Drazin 

& Van de Ven (1985:514) clarified contingency theory as ‘a conditional association of two or more 

independent variables with a dependent outcome is hypothesized and directly subjected to empirical 

test’, and distinct from a more basic ‘congruency proposition of simple unconditional association’. This is 

an important definition, for contingency between environment and strategy to exist there should be a 

measurable connection between the contingent environment and the ‘dependent outcome’.  

 

By 1991 Porter was a figurehead of the IO movement, who acknowledged the importance of 

‘environmental influences on the dynamics of strategy’ (1991:114). However, the main approach of 

‘market orientation’ studies has been the marketing function and the extent to which an organization 

responds to its external consumers. In this study, adopting an external selling-context contingency-based 

market orientation is a key rationale for the re-structuring of the sales function, and so moves beyond 
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market orientation based on being ‘consumer led’. From the behavioural theories, Collis (1994:143) 

noted that ‘the value of organizational capabilities is context dependent’, Ghoshal & Bartlett (1994:91) 

linked context to managerial action through ‘co-operation and learning’, and hence, whether coming from 

a product and market led or resource led view of the firm, context and environment is a key variable. 

 

Contingency theory when applied as market orientation looked at product life cycle as a dependent 

variable, as Hofer (1975:808) concluded that ‘identifying exactly which environmental variables are the 

most significant for each stage of the life cycle’, which in this study ties to the external sales-context 

environmental variables analysed to create the market groupings. Lorsch (1977:2) supported this 

approach, adding in organizational design that ‘appropriate behaviour patterns in an organization depend 

on the environment that confronts the organization’, whilst renaming the contingency theory as the 

‘situational perspective’. Pfeffer & Salancik (1977:15) added ‘organizations are vulnerable to pressure 

from an unstable environment’ and proposed a ‘coalition model’ of organizations, and were advocates of 

‘organizational design for learning’ and so also laid a foundation stone for the ‘knowledge based view’ 

(see section 2.5.12). 

 

In the sales arena, Babakus, Cravens, Grant, Ingram & LaForge (1996) noted a ‘small but growing body 

of research focusing on sales organizations rather than sales people’ as evidence of an interest in ‘sales 

contingencies’, which this research aims to add to. Contingency theory continued to be endorsed as a 

supplementary condition for behavioural and economic approaches to strategy, for example Mintzberg 

(1993) and Donaldson (2001). However, like many explanations of SCA, contingency theory lacked a 

volume of empiric evidence, though Forte, Hoffman, Lamont & Brockmann (2000:753) found ‘a fit 

between environmental contingencies and organizational form relates to superior performance’, and 

helpfully also used the Miles and Snow typology and further demonstrated that the performance benefits 

were greater when the organization changed across forms (i.e.) to a different Miles and Snow type, 

rather than changed within-type, which suggests organizational change contingent on the environment 

may reward more radical re-structuring ideas. 
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Significantly for linking the higher order shift from market to sales orientation with the underlying 

developments in Contingency theory, Harris & Piercy (1999) develop a ‘contingency approach to market 

orientation’, as distinct from an IO legacy business orientation. In Figure 2.4 Contingency theory is an 

important foundation for the sales-context research proposed here. In section 2.1.3 the evolution from a 

‘market orientation’ to a ‘sales orientation’ was a key area of interest and milestone in the development 

of a ‘strategic sales organization’. The underlying theory that supports the importance of ‘orientation’ is 

Contingency theory, which emphasizes responsiveness to environment and a ‘sales orientation’, which 

shifts the focus of contingency to ‘sales context’. 

 

Figure 2.4 Contingency theories develops from a Market Orientation to a Sales Orientation 

 

 

In summary, Contingency theory occurs at a confluence of economic industry analysis and behavioural 

theories of the firm by aligning internal and external context with strategy, structure and control systems 

(Luthans & Stewart, 1977), (Otley & Berry, 1980), (Powell, 1992). Crucially, the distinction between a 

mere congruence between environment, structure and control and a quantitative contingency was added 

by Drazin & Van der Ven (1985).  The bridging of Contingency theory and the move from a market 

orientation towards a selling orientation was initiated by Strahle & Spiro (1986) as distinct from a product 

and competitor market orientation. Slater & Olson (2000), Leigh & Marshall (2001) and Zoltners, Sinha & 

Lorimer (2006) have proposed business strategy contingent upon sales management, a further move to 

a sales orientation from a market and product orientation. 
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2.6.2 Strategic segmentation as a dynamic capability 

This section will seek to define what a ‘Dynamic Capability’ (DC) is and whether the analytical process 

and implementation of a strategic segmentation can be considered as a DC.  

 

Stigler (1951:193) noted that ‘small economies will be unable to supply specialized personnel who can 

improve raw materials. At best they can follow our methods of doing things this year, not our methods of 

doing things next year, therefore they will be very rigid’. Although his unit of analysis was nations not 

firms, Stigler (1951) had pointed toward invisible processes as a source of differentiation, which would 

be become conceptualized in the 1990s as DCs. DCs emerged as complementary to RBV as they 

cemented the move away from an economic equilibria model of the firm, and also had origins in the 

‘routines’ that are identified by Nelson & Winter (1982) in EET.  It is important to distinguish between 

resources and capabilities: ‘Capabilities refer to a firm’s capacity to deploy Resources, usually in 

combination, using organizational processes, to a desired end (strategic goal)’ (Amit & Schoemaker, 

1993:35, italics original, parenthesis added). DCs appear to be the way processes are designed and 

implemented to leverage SCA built on differentiated resources. 

 

The term ‘dynamic capabilities’ was developed by Teece & Pisano (1994), where ‘the term ‘dynamic’ 

refers to certain strategic responses…when time-to-market is critical…and the nature of future 

competition is difficult to determine, and ‘capabilities’ emphasizes adapting, integrating and re-

configuring internal and external organizational skills and resources towards the changing environment’ 

(1994:538).  DCs are important because ‘competitive advantage stems from DCs rooted in high 

performance routines…embedded in the firms processes and conditioned by its history’ (1994:537). 

So, a core condition for DCs is the fast-moving market place, which Teece & Pisano (1994) acknowledge 

has its roots in Schumpeter (1934), who notably introduced the idea of dynamic economic activity as a 

result of innovation decades before the static equilibrium models were dispensed with. 
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Crucially, in the context of the RBV, Teece & Pisano (1994) add that ‘the very essence of capabilities is 

that they cannot be readily assembled through markets’ (1994:54), which eschews the ‘nexus of 

contracts’ model of the firm in agency theory (Fama, 1980), and builds on the ‘strategic factor’ theory 

(Barney, 1986), where the ability to predict the future value of resources and then capture that value 

once they are deployed is key. Collins (1994) adds that dynamic capabilities affect the rate of change of 

standard processes, agreeing with Nelson & Winter (1982) who based EET on two types of routine: 

repetitive operational routines and ‘search’ routines that trigger re-invention and are potentially unique. 

 

In the DC theory, there are three important dimensions defined by Teece & Pisano (1994:541): 

i) Managerial and organizational processes, or ‘routines’ of current practice and learning 

ii) Its present position in terms of technology, intellectual property, supplier & customer relationships 

iii) paths, the strategic opportunities open to the firm.  

Specifically, ‘dynamic capabilities are the subset of competencies which allow the firm to create new 

products and processes, and respond to changing market circumstances’ (Teece & Pisano, 1994:541). 

This is an important development, DCs are not just about product and technological innovation, they can 

be built around internal processes and be contingent on the market environment. 

 

Aoki (1990), reviewing the successful Japanese corporate model of the 1980s, concluded that efficient 

internal co-ordination is key, which Tierce & Pisano (1994) highlight as ‘significant differences in co-

ordination routines…that persist for a long time…and have devastating impact on a firms ability to 

compete’ (1994:542), and hence is the foundation of organizational processes as DCs.  

 

Teece & Pisano (1994:544) further elaborate that ‘routines’ as defined by Nelson & Winter (1982) are 

‘too amorphous’ and that ‘coherency and congruency…between processes and incentives’ is key. 

The idea of ‘coherent and congruent’ processes for a sales context-based organizational model is 

important as the similar sales units will be working together to a common set of processes to pursue 

efficiency, and also alludes to the behaviour based salesforce control model. 
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Also critical to DCs is that ‘the concept of DCs as a co-ordinative management process opens the door 

for organizational learning’, it is the learning that embeds ‘new patterns of activity into ‘routines’, or a new 

logic of organization’ (Teece & Pisano, 1994:545, italics added). Organizational learning within groups of 

similar sales units support deployment in this study, as knowledge flows within clusters are key. Aligned 

with contingency theory, localisation plays a key role in DCs.  Leonard-Barton (1992:111) defines the 

concept of ‘core rigidities’, where the role of history and the very nature of routines can inhibit an 

organization, because ‘learning tends to be local’ (Teece & Pisano, 1994:547).  ‘Local’ can be redefined 

not as geographical proximity but local as in similar businesses in similar contexts. 

 

Nelson & Winter (1982) also allude to the importance of firm history in the development of routines in 

EET, which may be resistant to change, and must ‘evolve’ to be a ‘dynamic capability’. Teece & Pisano 

(1994:549) warn that ‘contextual dependence of original performance is poorly appreciated….so 

replication in a different context may be difficult’, which further supports the context-based sales 

organization emerging here though perhaps warns of implementation difficulty if ‘firm history’ 

relationships between adjoining markets have been productive. 

 

Given the link between DCs and the ‘routines’ in EET from Nelson & Winter (1982), it is important to 

review the work on DCs by Winter (2003) and Zollo & Winter (2002). Zollo & Winter (2002:340) partly 

relaxed the previous definitions criteria regarding ‘rapidly changing environments’ as firms need to 

rebuild some competencies in most circumstances, and tied DCs more closely to the ‘operating routines’ 

that EET identified. Zollo & Winter (2002) emphasize the importance of ‘deliberate learning mechanisms’ 

to the ‘creation and evolution of DCs’ and identify ‘knowledge codification, knowledge articulation and 

knowledge accumulation’ as sub-processes key to the ‘generation of DCs’ (2002:341, italics added). 

Hence, describing the process of ‘deliberate learning’ becomes a critical addition to the development of 

DCs as it addresses the question that a practitioner would ask, ‘so how do I build dynamic capabilities’? 
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Winter (2003) builds on Collins’ (1994) idea of levels or ‘orders’ of DCs, and legitimizes ‘ad hoc problem 

solving’, (i.e.) not every managerial response to their environment is a structured process to build DCs, 

there is a valid role for non-routinized change management. Winter (2003:993/4) defines ‘higher order 

DCs’ as ‘involving long-term commitments to specialized resources’, warning there is no ‘generic 

formulas’ for SCA, hence developing ‘higher order’ DCs can involve significant spending and is subject 

to the same risk/reward profile as any investment type, which may fail to deliver the planned benefits. 

 

Teece (2007:1319) redefined DCs driving SCA as ‘the micro-foundations of dynamic capabilities are the 

distinct skills, processes, procedures, organizational structures, decision rules, and disciplines’. Augier & 

Teece (2008:1199) develop DCs by emphasizing the ‘critical role of entrepreneurial management’, where 

companies have ‘evolutionary processes as well as intentional design’, (i.e.) (competent) managers lead 

their firms to capture new markets and develop internal learning. Augier & Teece (2008:1200) note these 

‘managerial roles are not recognized in economic theory, are the essence of dynamic capabilities and 

are critical to theory of strategic management’, addressing a persistent gap in management theory. 

 

There has also been significant criticism of DCs. Eisenhardt & Martin (2000) move from the 

‘complementary’ position that Teece, Pisano & Shuen (1997) develop for DCs and suggest that ‘RBV 

misidentifies long term competitive advantage in dynamic markets’ (2000:1105). Eisenhardt & Martin 

(2000:1108) warn against ‘observing superior performance and then attributing that to whatever unique 

resources the firm possess’, in effect creating a tautological trap for RBV, instead they suggest that ‘in 

contrast by defining DCs in terms of their functional relationship to resource manipulation, their value is 

defined independent of firm performance, which enables falsification’. Hence, DC may have a much 

better grounding for empirical research than RBV.   Eisenhardt & Martin (2000:1118) define DCs as 

‘tools that manipulate resource configurations’, and add that specific DCs can be common components 

in several processes, further leveraging the value of DCs to the firm, as ‘best practices’. This is 

significant as it suggests the effect of a ‘dynamic capability’ of deploying an alternative sales-context led 

organization could be tested for falsification, (i.e.) is the new structure more efficient or not? 
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Eisenhardt & Martin (2000) also distinguish between moderately dynamic markets and high-velocity 

markets, similar to the ‘dynamic’ and ‘revolutionary’ markets in McWilliams & Smarts’ (1995) original 

critique of RBV. Eisenhardt & Martin (2000:1118) propose that ‘high-velocity markets are a boundary 

condition for RBV’, essentially that RBV cannot respond to market situations where the ability to manage 

re-invention is more important than the ability to adapt existing resources to new markets.  

 

Teece & Pisano (1994) defined DCs as essential in fast-moving markets and did not specify market 

conditions as tightly as Eisenhardt & Martin (2000), who suggest that in ‘high-velocity markets’ DCs are 

simple (not complicated), experiential (not analytic) and iterative (not linear)’ (2000:1113).  However, 

Eisenhardt & Martin (2000) admit that they are taking a theoretical position in ‘high velocity markets’, 

they may be over-simplifying the key processes that underpin organizations that do fit the narrow 

category of ‘high velocity’ where RBV ‘breaks down’ and by suggesting DCs are basic in nature. 

 

Eisenhardt & Martin (2000) conclude that long term competitive advantage lies in resource 

configurations, not DC in isolation. Based on the descriptions in McWilliams & Smart (1995) and 

Eisenhardt & Martin (2000), the global sales function in a consumer technology company is in a 

‘moderately dynamic market…where DCs resemble the traditional operating routines’ (Eisenhardt & 

Martin, 2000:1113), drawing on Nelson & Winter (1982) who identified the importance of ‘operating 

routines’. So, in a ‘dynamic’ market the sales processes need to be responsive to consumers and 

competitors though by comparison they do not change as frequently as the product design and 

technology. Hence, the RBV and DC frameworks are still relevant to this external sales-context based 

segmentation, where the act of segmentation of country market units is the key strategic trigger for a 

complete re-organization. The analytical approach to segmentation is then used to justify the degree of 

organizational change that follows. 
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Significantly, Hunt & Arnett (2004:7) argue that RBV ‘provides a theoretical foundation for market 

segmentation strategy’, so the act of segmentation can be the basis of competitive advantage based on 

superior deployment of resources. In other words, developing strategic segmentation as a decision 

support tool can be described as a ‘dynamic capability’, where Wellington as an organization is trying to 

execute a shift to an external selling-context predicated on an accurate segmentation of country market 

units to find SCA. This means the process of segmentation and the organization and implementing 

process changes that constitute such a change in orientation could be classified as a ‘dynamic capability’ 

and would be hard to replicate, which is drawn in Figure 2.5 below 

 

Figure 2.5 A ‘dynamic capability’ in the development of segmentation   

 

 

 

 

Such an example of using segmentation as a critical enabling step in executing a new strategy is an 

example of the development of segmentation theory from being a tool that was originally designed 

largely to connect product differentiation to specific market requirements, to segmentation being an 

important analytical tool on which to base strategy, organizational structure and process, and hence is a 

critical milestone in the evolution of segmentation. The higher order theoretical progress in segmentation 

occurs when analysis and implementation of a strategic segmentation can be conceptualized as a DC in 

‘data driven decision making’, which Davenport (2006) calls ‘competing on analytics’, and hence is 

under-pinned by the development of DCs as a manifestation of the RBV in practice.  
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2.6.3 Knowledge-based View theory (KBV) 

The role of knowledge acquisition and transfer is vital to the development of DCs, Spender (1996), and 

enables the lateral network MNC structures. The Knowledge-Based View (KBV) also emerged with the 

general shift towards behaviour-based models of the firm from the late 1980s. Huber (1991:88) 

highlighted 4 ‘constructs of organization learning’:  ‘knowledge acquisition’ and ‘information distribution’ 

are mature topics, but ‘information interpretation’ and ‘organizational memory’ required further 

development. Huber (1991) proposed a range of processes to make better use of knowledge. Kogut & 

Zander (1992:384) identified ‘combinative capability’ - the ability to synthesize internal and external 

learning into the pursuit of future opportunities. Hence, organizational learning is an antecedent to DCs 

and the KBV.  Grant (1996) refined one of the key non-physical resources key to the RBV, whereby 

‘knowledge is viewed as residing within the individual, and the primary role of the organization is 

knowledge application rather than knowledge creation’ (1996:109). Grant defined the ‘knowledge-based 

view…as an out-growth of the RBV’, though contrasted RBVs concern with strategy by focusing KBV on 

a firms ‘nature of co-ordination, organization structure, decision making, firm boundaries and innovation’ 

(1996:110), which aligns strongly with a horizontal process-based lateral network structure. 

 

Grant (1996) combines the issues of ‘transferability of knowledge’ (Barney, 1986), with ‘aggregation of 

knowledge’, as critical to the location of decision-making and hence structure. Building on RBV, Grant 

(1996) views the firm as a ‘knowledge-integrating institution’, where ‘knowledge creation is an individual 

activity’ and ‘understanding the processes through which firms utilize knowledge’ is critical (1996:112). 

Grant (1996:114) warns that the ‘transfer of (tacit) knowledge between organizational members is 

exceptionally difficult’, though he prescribes ‘KBV interdependence in organizational design ‘.  Context-

based groups in this study can become what Brown & Duguid (1991) call ‘communities-of-practice’, 

which help to address the knowledge transfer problem. Furthermore, the KBV facilitates a bigger role for 

the subsidiary inside the MNC: ‘rather than simply seeing subsidiaries as contributors to the 

development of firm-specific advantages, they can also drive the process through their own initiative’ 

(Birkinshaw, Hood & Jonsson, 1998:222). 
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Grant (1996:117) recommends that for an organization structure to benefit from KBV requires two 

considerations: “hierarchy and decision making’, which means hierarchy and centralization have to 

reduce for the KBV versus a more bureaucratic model, to enable the transfer of knowledge to the right 

people. Grant (1996:120) concludes the KBV alludes to ‘new organizational forms including horizontal 

and team based structures’, which suggests an alternative sales-context based structure will need to 

become the ‘knowledge-integrating institution’ (Grant, 1996:112) to succeed. More recently, a 

‘knowledge-based cluster theory’ (Bahlmann & Huysman, 2007) has developed to show why firms 

congregate because ‘location in clusters helps firms to exchange, acquire and generate new knowledge’ 

(Malmberg & Power, 2006:409), which leads to the question as to whether the KBV applies in clusters of 

subsidiaries that are similar and connected organizationally can benefit from a virtual ‘cluster effect’. 

 

In section 2.3 knowledge transfer is the critical enabler for MNC theory moving away from centralized 

hierarchies to the lateral network and process-based structures. Chandler (1992), Kogut and Zander 

(1993) and Hedlund (1994) introduced the application of knowledge flows from all directions and beyond 

the boundaries of an organization as key to the boundaries and purpose of the MNC, displacing the TCE 

based view of the MNC as simply an efficient vehicle for foreign investment and expansion. 

 

Figure 2.6 The knowledge-based view enables the move from a hierarchy to lateral structure  

 

Figure 2.6 represents the shift from Perlmutter (1969) and the hierarchical regionalized HQ dominant 

MNC structures towards the process-based lateral networks that are justified on the basis of efficient 

knowledge transfer from subsidiary to subsidiary, and subsidiary to HQ. 
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2.6.4   Organizational Control Theory 

Slater & Olson (2000) identify that Sales Control systems are a key enabler to link sales management to 

strategy type, which requires a deeper understanding of the underlying Organization Control theory. 

 

Follett (1937:161) is seminal in understanding the centrality of ‘reciprocal co-ordination’ to organizational 

control, with individual managers interacting with the ‘environmental complex’ which she suggested was 

‘as important a principle for the social sciences as Einstein’s theory of relativity is to natural science’ 

(1937:162), and laying a foundation for the open systems and behavioural views of the firm that began to 

flourish in the 1960’s. Ouchi wrote two formatives papers in the field:  describing the link between 

organization structure and organization control (1977), and defining different control mechanisms (1979). 

Ouchi (1977:95) clarifies that ‘control is not the same thing as structure’ rather control is about 

monitoring and evaluating behaviour or outputs. Behaviour control is dependent on understanding of 

‘means-ends relationships’ (Ouchi, 1977:97), (i.e.) what behavioural inputs produce the desired business 

outcome or ‘transformation’, also known as ‘task programmability’. Knowledge of this ‘transformation’ is 

not required when measuring output, the key dimension here is ‘outcome observability’, see Figure 2.7. 

 

Figure 2.7 Control types and context 
(adapted from Stathakopoulos (1996:3), who cited Ouchi’s (1979:843) matrix) 
 
 Task programmability 

High Low 
Outcome observability High Behaviour or outcome 

control 
Outcome control 

Low Behaviour control Clan control 

 
 

Ouchi’s (1977) showed 25% of variance in control can be explained by task variety, and crucially for this 

study, 33% by ‘structural and environmental characteristics’, and concluded control is partly a function of 

structure and that homogeneity of task increases ‘supervisory efficiencies of managers’ (1977:110). This 

is an important principle where clusters of similar markets consider adopting common processes, and 

hence control mechanisms must evolve to manage behaviour that enables the structural change. 
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The three control mechanisms developed in Ouchi’s (1979) paper are detailed below: 

i) Market mechanisms rely on calculating and comparing the market price, or true value, of activities 

(Ouchi, 1979:834). The focus is on visible, accurate and timely performance outputs. 

ii) Bureaucratic mechanisms rely on centralization of planning and decision making (Ouchi, 1979:835), 

which is a relevant as vertical HQ-subsidiary authority in the context of this study. Monitoring results 

versus expected outcomes and within agreed rules and processes is key in this control mechanism. 

iii) Clan mechanisms are informal social systems (Ouchi, 1979:836), that suggest that hierarchical 

supervision becomes less critical as groups form and adopt a set of cultural standards. Critical in clan 

mechanisms is trust and reciprocity, which help to overcome goal conflicts between agents and 

principals.  Hence, in clusters of similar subsidiaries working together, relying less on top-down direction, 

the leaders have to agree a common approach to goal setting and sharing critical information. 

 

Whilst Ouchi (1979) and his follow up paper Ouchi (1980) showed effective control systems were 

contingent on their context in which they applied, the field of management control systems progressed 

slowly. An exhaustive meta-analysis by Chenhall (2003) covered much management control systems 

research since Ouchi (1979), focusing on contingency research. Chenhall (2003) reviewed several 

contextual variables in relation to management control systems, notably: external environment, 

technology, organization structure, size, strategy, and culture. Chenhall (2003:146), after determining the 

link between environment, control system and performance is still empirically weak, recommends: ‘the 

way management control systems combine with structure to provide differentiation and integration within 

contemporary organizational structures provides many opportunities for worthwhile research’, whilst still 

defending a contingency based approach to overall management control. This leads precisely to the 

area of interest for the research question in this study. 

 

In Figure 2.7, the development and adoption of Ouchi’s (1979) defining paper on Organizational Control, 

in particular Stathakopoulos (1996), suggests a move to behaviour based control mechanisms in the 

field of sales is possible, which became a significant sub-branch of research after Anderson & Oliver 
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(1987) delivered the seminal work on behaviour and outcome based sales control systems. As BTF grew 

in influence in the general field of management, the important field of Organizational Control also 

developed from IO-centric belief in the precedence of managing and rewarding outcomes, to a wider 

view of controlling and rewarding appropriate behaviours, including in the discipline of selling. 

 

Figure 2.8 The development in organizational control theories is reflected in the salesforce 

 

 

In Figure 2.8 the general development in underlying control theories has moved from outcome-based to 

behaviour-based, which has been reflected in, and indeed been informed by, the field of sales 

management.  This ties in consistently with the move from top-down hierarchical structures reliant on 

centralized command to control subsidiaries to looser more federated organizational models that rely on 

measuring and rewarding more collaborative behaviours required to make a network MNC dependent on 

knowledge and process sharing operate effectively. 

 

2.6.5 Summary of how the fundamental ONC to RBV shift impacts the key underlying theories 

To conclude this section, an overview is presented that shows that the general shift from the ONC theory 

of the firm towards the RBV theory of the firm has to a degree been reflected in the development of all 

four underlying theories that converge on the ‘strategic sales organization’ depicted in Figure 2.1. The 

diagram presented in Figure 2.9 reflects the deduction of this section 2.6, it draws together all 4 

underlying theories explored and shows how the move to ONC to RBV is consistent across all four.  
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Figure 2.9 The fundamental shift in the theory of the firm from ONC towards RBV  

 

 

 

 

Figure 2.9 is an important summary as it shows that all the components of the re-configured sales-led 

firm that might represent a working example of a ‘strategic sales organization’ are predicated upon a 

general progression from the ONC economic view of the firm towards the RBV. 
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2.7 Other theories of management 

There have been other challenges and themes in management theory during the general move from 

ONC towards RBV. This short section explores whether these secondary theories detract or support the 

general direction of this thesis of a sales-led externally oriented lateral network MNC structure. 

 

2.7.1 Agency Theory 

Agency theory to a degree puts an obstacle of ‘self-interest’ in the way of the behavioural theories 

applied in a corporation. Eisenhardt (1989a:58) defines ‘the ubiquitous agency relationship, in which one 

party (the principal) delegates work to another (the agent), who performs that work’. Jensen & Meckling 

(1976:310) wrote a seminal paper that developed agency theory by describing the agency relationship 

as a ‘metaphorical contract’ and highlighting the role of delegation from principal to agent.  

 

Agency theory attempts to solve two problems in the agency relationship: firstly, when a) goal conflicts 

exists between agent and principal due to the potential for the agent to pursue self-interest, and b) there 

are barriers for the principal obtaining information to verify the agents behaviour. The second problem 

concerns differing attitudes towards risk between agent and principal, (Eisenhardt, 1989a:58).  Agency 

theory also supports the assertions in the BTF of Cyert & March (1963), where managers struggle to 

influence individuals to a collective goal. In summary, the agency problem can be defined as the 

combination of asymmetric information and individual opportunism. 

 

Jensen (1983:322) developed two approaches to agency theory: positivist and principal-agent, which 

share ‘common assumptions about people, organizations and information and differ in mathematical 

rigor, dependent variable and style’.  The positivist branch focused on control mechanisms that manage 

agent self-interest through alignment of rewards and actions through different contract models. The 

principal-agent paradigm ‘carefully specifies assumptions, followed by deduction and mathematical 

proof’. The heart of principal-agent theory is the trade-off between ‘a) the cost of measuring behaviour 

and b) the cost of measuring outcomes and transferring risk to the agent’ (Eisenhardt,1989a:61).    
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Whilst Eisenhardt (1989a:72) labelled agency theory as ‘dangerous’, the agency concept did provide a 

catalyst to theory development in the debate between measuring behaviour and measuring outcomes in 

sales management control, Anderson & Oliver (1987), see section 2.3. For example, Eisenhardt (1988) 

concluded that for a retail sales job that is easier evaluate, a behaviour-based contract is appropriate, 

whereas an entrepreneur would be better compensated with outcome based rewards (e.g.) stock options 

(1988:488).  

 

Of particular relevance to studies of MNCs, agency theory has been used to explore managing 

subsidiaries. O’Donnell (2000) defines an ‘agency problem exists if subsidiary management makes 

decisions that are not congruent with those desired by headquarters’ (2000:526). The agency problem in 

managing subsidiaries is exacerbated by distance, as direct supervision becomes impractical.  O’Donnell 

(2000) develops the concept of ‘managing international interdependence’ (2000:531), with both vertical 

(i.e. HQ - subsidiary) and lateral (i.e. subsidiary - subsidiary) dimensions. O’Donnell’s (2000:540) empiric 

study shows that as interdependence in a given dimension increases, the use of integrating mechanisms 

increases. Hence, subsidiaries interdependence moves from physical proximity towards sales units that 

share the same selling environment.  As O’Donnell (2000) concludes: ‘this study empirically 

demonstrates that intra-firm, inter-unit relationships play just as important a role as HQ control in 

implementing strategies in a global organization’ (2000:543), which is a relevant consideration in this 

study that will explore the prevailing structure of continental HQs to subsidiary country units within that 

continent.  

 

However, agency theory has its limitations in the field of MNCs, for example agency theory assumes a 

dyadic relationship between HQ and subsidiary (Doz & Prahalad, 1991:145), which is a simplification of 

organizational reality. The relationships between managers in an MNC are often a tangled web and not 

linear, so clear definition of agent-principal relationships across functions and geography is difficult. 

Doz & Prahalad (1991:149) explain that the binary decision between control and reward prevents more 

complex combinations of control mechanisms.  
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2.7.2   Transaction Cost Economics (TCE) 

TCE helps explain where firm boundaries form in the ONC tradition, rooted in a seminal article by Coase 

(1937), where ‘a point must be reached where the costs of organizing an extra transaction within the firm 

are equal to the costs involved in carrying out the transaction in the open market’ (1937:394). So 

organizations are bounded by transaction costs, which determine whether a market or a firm is formed. 

Transaction costs are considered ‘central to economics…or the organization of economic activity is 

irrelevant’ (Williamson, 1979: 233). Building on agency theory, Williamson (1979:234) notes that: 

‘opportunism is central to the study of transaction costs…efficient processing of information is an 

important and related process’, firms partly exist to limit the transaction costs caused by opportunistic 

individuals. Williamson (1996) clarifies that TCE was intended to be an ‘inter-disciplinary joinder of law, 

economics and organization’ (1996:151).  

 

The key assumption in TCS is that the external market pricing mechanism is more efficient than a 

vertical hierarchical organization, which for example in the sales context has been tested in the decision 

to insource or outsource selling (Anderson, 1985).  Williamson (1991a) later updated TCE and described 

3 types of economic organization: market, hierarchy and hybrid (1991a:269), to avoid the simple polarity 

of markets or hierarchies. Teece (1986) also used TCE models to explain the growth of MNCs, and used 

TCE to argue why an MNC subsidiary may succeed where local competition exists and the importance 

of governance inside expanding MNCs. 

 

TCE tries to deal with the efficient agent problem, (i.e.) will the agent and principal give full value to each 

other in an economic transaction (Williamson, 1979), or will they act in a dishonest way. Frequently in 

TCE, individuals and management teams are presumed to be ‘in a market economy because they 

cannot be trusted’ (Donaldson, 1990:370), though Donaldson suggests there is a ‘major problem 

concerning how much (opportunistic and shirking) management behaviour is observed empirically’ 

(1990:373). Hence, TCE and agency theory assume that self-interest will frequently conflict with firm 

interests though behavioural studies often do not support this presumption of negative intent. 
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Williamson (1991a:279) added that ‘internal organization can degrade incentive intensity and add 

bureaucratic costs’, which means that overhead and administration costs should be a controlled 

mechanism if two types of organization are to be compared, as is proposed in the Wellington research.  

Williamson (1991a) aims to align governance, structure and transactions in order to minimize the 

transaction cost. In straightforward terms, Williamson advocates ‘economy is the best strategy. That is 

not to say that strategizing…and positioning are unimportant. In the long run, however, the best strategy 

is to organize and operate efficiently’ (1991b:75). This is a rather simplistic view when all reference to 

consumer needs and company resources are overlooked, and supports the multi-paradigm approach in 

this research. 

 

So, as it matures, does TCE predict the boundary of firm and market when tested empirically? David & 

Han (2004) reviewed 308 statistical tests in 63 articles and concluded that around half supported TCE, 

enough to maintain development of TCE, though they recommend more longitudinal studies. This is an 

important general recommendation, to measure significant difference in organizational models requires 

research that covers multiple years. 

 

In summary, there are some relevant contributions from TCE for this study. Shapiro (2005), looking at 

agency theory and TCE from a sociologists perspective identifies a note of optimism, where ‘agency 

costs can be mitigated by organizational structures that foster reciprocity, cooperation, embeddedness 

and trust’ (2005:270), supporting Williamson’s (1979) assertion that ‘harmonizing interests that would 

otherwise give way to antagonistic sub-goal pursuits appears to be an important governance function’ 

(1979: 239). These ‘harmonizing interests’ will be key in the proposed approach to sales design that 

relies upon such lateral structures identified in TCE by Williamson (1979) and supported in the key 

papers on network MNC structures. 
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2.7.3 Organizational Economics 

Barney, Ouchi & Mundial (1986) defined Organizational Economics (OE) as the ‘confluence of agency 

theory and TCE’, and positioned OE as the bridge from economics to management. Donaldson 

(1990:379) though championing OE, concluded that ‘TCE and agency theory depict managers as 

opportunistic, guileful and lazy... these frameworks lack concepts for a more positive view of 

management behaviour’. This negative view of managers in OE is often contradicted in the BTF domain, 

which presents more constructive assumptions regarding managers motivations; for example, Cordes, 

Richerson, McElreath & Strimling (2008:125) developed a ‘naturalistic approach to the theory of the firm’, 

seeking to explain why employees ‘work vigorously for the organizations welfare’. So Organizational 

Economics is presented as a rational, almost algorithmic approach to management, which at this time 

was in fairly direct conflict to the emerging Behavioural Theory of the Firm (BTF). 

 

The lack of a positive view of managers side-tracked OE, however to some OE offered an ‘impending 

revolution in organization theory’ (Hesterly, Liebeskind & Zenger 1990:402), who position OE as ‘neither 

a theory nor a branch of economics, rather OE is an analytical paradigm’ (1990:403) though offer OE as 

the defining framework that determines the purpose and structure of organizations and acknowledge 

OE’s roots in agency theory and TCE. Fundamentally though, OE’s focus is the cost of controlling 

organization effort and the consequences that has for a firm’s strategy and boundaries (Combs & 

Ketchen, 1999), and neglects managerial competence and positive intent compared to BFT or RBV. 

 

The theoretical ‘confluence’ (Barney, Ouchy & Mundial, 1986) that OT claims is superseded by the 

further junction of economic theories and behavioural theories that this literature review portrays. By 

reviewing behavioural theories of the firm and evolutionary human science, Cordes, Richerson, 

McElreath & Strimling (2008) conclude that ‘humans are much more co-operative than rational choice 

theories predict, (and so) are predisposed toward group-beneficial behaviour.  A firm is a suitable 

organizational form in which a co-operative regime can be established’ (2008:137), and significantly the 

proposed lateral MNC structure relies on this co-operation.  
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2.8 Synthesis of the literature review 

This literature review fits broadly in two halves: the higher order issues of sales orientation, segmentation 

as a strategic tool, MNC structures evolving to lateral networks, and control process becoming more 

behavioural are in sections 2.1 to 2.4 respectively. The review then excavates the foundational 

development in the major theories of the firm in section 2.5, specifically the transition from economic 

models to behaviour-based interpretations of organizational phenomena. Significantly, moving from an 

economic to a behavioural model has advanced the theories at an underlying level for all of the higher 

order issues close to the business problems under study. As Grant (2008) and Teece, Pisano & Shuen 

(1997) suggest, the use of multiple paradigms may be needed to unravel corporate complexity 

 

The literature review has shown there is no single paradigm or perspective that can illuminate or explain 

all organizational progress. Whilst the explanation of the resource and behavioural based models are 

crystallized in the hugely cited Teece, Pisano & Shuen (1997) paper in the SMJ, which concludes that 

‘there could hardly more ambitious research agenda in the social sciences today (than Dynamic 

Capabilities)’ (1997:531), they do not present DC as the magic solution to strategy, rather they recognise 

that ‘competitive success can also flow from strategizing and economizing’ as well as RBV & DCs, they 

also agree with Williamson’s (1991) TCE model that transaction economics can be fundamental to 

strategy. Hence, even the strong advocates of RBV and DCs recognise other paradigms and avoid 

claiming panacea status for their concepts.  Teece, Pisano & Shuen (1997) emphasize that ‘whilst the 

resource perspective and industry analysis (strategy) framework are…in some respects 

competitive…complex problems are likely to benefit from insights from all paradigms…and the trick is 

work out which frameworks are appropriate for the problem at hand’ (1997:530, italics added). In other 

words, as Durand & Vaara (2006) suggests, practical needs should overcome theoretical dogma, rather 

what is key is to take a disciplined theory based approach to the problem. It is important to note that 

economic and behavioural perspectives are not presented as an ‘either/or’ choice in this thesis nor is it 

argued that there is a point in history when evolutionary theories entirely displaced ONC economics. 
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So, the synthesis of the literature will overlay the area of interest at the junction of four key theories. 

There are four higher order topics that converge on the research topic and business problem under 

study in this paper, that of managing a global MNC without a dominant home region operating in a large 

number of countries, with a sales orientation, requiring new models of control and structurally built on a 

segmentation based on the external sales-context. All four higher level themes have followed a similar 

path of theoretical development, as behaviour based models have increasingly led management thought 

over the last 20 years at an underlying level, those surface level issues have also evolved away from 

economic definitions to behavioural interpretations and applications. So, all four of the higher-level 

themes are connected by the thread of the migration from economic to behavioural models. 

 

 

<< Intentionally blank, as next Figure is a full page >> 
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Figure 2.10 Overview of the literature review 
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To make sense of the findings from the two halves of the literature review, it is helpful to draw a 

theoretical model that summaries the 4 higher level phenomena and their advance along the same path 

as the underlying paradigm moves from economic to behavioural theories of the firm, which is shown in 

Figure 2.10. Whilst outcome based sales control and segmentation to differentiate product requirements 

to market pricing is very much in the IO and TCE tradition, the act of building a sales process led lateral 

network MNC as a source of SCA is largely a dynamic capability in the RBV paradigm. The ‘operating 

routines’ are the processes that enable an organization to be based on clusters of homogeneous 

markets to derive efficiency. The ability to implement such a change meets the definition of a ‘dynamic 

capability’, (Teece & Pisano, 1994:538).  DCs are important because ‘competitive advantage stems from 

DCs rooted in high performance routines…embedded in the firms processes’ (Teece & Pisano, 

1994:537). 

 

Given that all four areas of theory that impact the potential ‘strategic sales organization’ have reached an 

advanced stage of development along the paradigmatic axis from ONC towards RBV, they can 

potentially coalesce at their junction to suggest a new model of operating a global MNC. As the structure 

would have close orientation with the external market it is located within, and not be forced to share 

potentially inappropriate processes with a geographically near neighbour, there could be an alternative 

sales-led organizational model worthy of further investigation. 

 

Figure 2.11 overleaf shows how the 4 key adjacent areas of theory are converging, and a new model, 

adopting common ‘operating routines’ may be more efficient than preceding continent based structures 

in this case. Critically, the development of theory in all 4 areas has been propagated by the underlying 

emergence of the RBV to develop alternatives to the purely ONC models of organizational behaviour. 
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Figure 2.11 The four theories adjacent to the research topic converge to suggest a new 

organizational model 
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2.9 Recent developments in Sales Literature 

2.9.1 Performance evidence for the “strategic sales organization’? 

The literature review has so far described the background at an underlying theory level and within 

marketing that led to the proposition of the ‘strategic sales organization’ (Piercy, 2006) and the research 

questions in this study. However, this research was a longitudinal study and so the increasing interest in 

sales predicted by Piercy has led to more relevant articles emerging during this project. This section 

seeks theoretical progress published during this study and some research that seeks evidence that the 

‘strategic sales organization’ described by Piercy contributes to organizational performance. Hence, this 

section asks what specific evidence emerged to support Piercy’s central idea? 

If the ‘strategic sales organization’ (Piercy, 2006) becomes a popular method of organizational design it 

would be expected that studies of such models of a sales-led strategy contingent on the customer 

environment would emerge. Storbacka, Ryals, Davies & Nenonen (2009:890) found case study evidence 

that: ‘sales is changing in three interrelated aspects: from a function to a process; from an isolated 

activity to an integrated one; and is becoming strategic rather than operational’. These are important 

observations reinforcing Piercy’s central idea, that selling is a cross-business process, integrated with 

the organization and contributing to the overall business strategy, if not yet leading strategy. 

Morgan, Vorhies & Mason (2009) found evidence for superior return on assets for a ‘marketing 

orientation’, which was a quantitative study and an RBV and DCs theoretical framework. Of the 7 

‘marketing capabilities’, 2 could be described as specific to a ‘sales orientation’: ‘selling’ and ‘distribution 

management’. However, data to support the ‘strategic sales’ orientation as distinct from a ‘market 

orientation’ was scarce. Panagopoulos & Avlonitis (2010) do focus on ‘sales led strategy’ as distinct from  

‘marketing led’ and suggest two dimensions to measure the performance implications of sales led 

strategy, internal leadership and external environment, reporting a gap in research examining sales 

strategy impact on firm performance, which is an important question as why would any firm pursue a 

sales-led strategy if it did not produce superior performance than the alternatives? 
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LaForge, Ingram & Cravens (2009:199) noted the ‘key alignment linkage between firm transformational 

strategy, sales organization and sales management practices’ and called for more research into the 

‘alignment construct’, this case demonstrates that alignment with external sales-context derives some 

commercial benefit. Zolfagharian & Cortes (2010:8) link ‘market orientation to strategy through 

segmentation complexity’, though surprisingly find a negative correlation between cost leadership and a 

customer orientation, in contrast this study is testing for positive connection between an external selling 

orientation and cost efficiencies. 

 

Üstüner & Iacobucci (2012:187) define the concept of ‘salesperson intraorganizational network 

embeddedness’, and correlate the concept with improved sales effectiveness. In the lateral network 

structure that is sales led it is reasonable to assume that the sales function plays an orchestrating role 

and is therefore much more ‘embedded’ in this type of organization than a traditional sales function 

where the sales role is limited to customer management and order taking. Borg & Young (2014:543) also 

propose a ‘reconceptualization of the selling process’ that leverages the ‘multiplicity and connectedness’ 

of the network of relationships and processes that have the potential to drive the sales outcomes In this 

case study, where the lateral network will operate with less formal authority than the previous regional 

HQ led bureaucracy and so relies on this ‘connectedness’ behaviour and behaviour-based controls. 

 

Exploring contingency to environment, though not specific to selling, Volberda, van der Weerdt, Verwaal, 

Stienstra & Verdu (2012) did make positive correlation from contingency to overall business results 

suggesting a ‘meta-fit approach to organization-environment’ relationships, where ‘firms with high 

contingency fit are less vulnerable to deviation from institutional fit in firm performance’, in other words if 

the organization is planning a significant change from the ‘institutional norm’, then an alternative model 

that has strong contingency is likely to be a productive alternative, supported by Van De Ven, Ganco  & 

Hinings (2013). A development emerged in Blocker, Cannon, Panagopoulos & Sager (2012) who set a 

research agenda for ‘the role of the sales force in value creation’ (i.e.) measuring the ‘strategic sales 

organization’ and its contribution to the business. 
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Dixon & Tanner (2012) go further to shift the focus of sales research into the environment outside of the 

organization, ‘by taking the perspective of the customer's value-creation process, the authors challenge 

scholars to consider the industry context in which sales is occurring’ (2012:9), which makes the role of 

sales to be strategically important to the host organization and to the strategic value-creation process in 

the customer.  This increased focus on the customer environment has consequences on the 

organization structure (Guenzi, De Luca, & Troilo, 2011). 

 

There is further evidence that the strategic role of the sales force was becoming more common in 

practice, Ashwin & Hurst (2014) and Cron, Baldauf, Leigh & Grossenbacher (2014:471) who found in 

executive interviews that sales was ‘a cross-functional player’ and involved in  ‘an aspect of firm-level 

strategic planning and adaption capabilities’. Despite the increased interest in sales specific data on how 

a sales-led strategy affects financial outcomes was still scarce as Terho, Eggert, Haas & Ulaga 

(2015:12) noted ‘the role of selling has become increasingly analytical and is a central topic on senior 

managements agenda, very little is known about how sales strategy affects performance’. Terho, Eggert, 

Haas & Ulaga (2016) draw three important managerial conclusions from their large study of MNCs:  

– accept different selling models, markets are too heterogeneous for “one size fits all” 

– expand value based selling, (i.e.) a focus on the end-customer strategy 

– effective segmentation of customers 

Overall they conclude ‘sales strategy is a source of competitive advantage’ (Terho, Eggert, Haas & 

Ulaga; 2016:21), which is a step towards evidencing the ‘strategic sales organization’ although even this 

work stops short of recommending sales as the dominant dimension of strategic decision making. 

By 2016 Guenzi, Sajtos & Troilo (2016:3707) noted ‘‘In most (bold italics added) companies, sales 

organizations play an increasingly strategic role in creating a competitive advantage for the firm. In 

contrast to marketing capabilities, sales capabilities are not well defined and are therefore overlooked 

both conceptually and empirically’. So 10 years after Piercy (2006) we see evidence that ‘most’ 

companies are adopting a more strategic role for sales, though the subject is still lacking knowledge. 
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2.9.2 The role of technology in Sales 
 
The increasing role of technology in the selling process has become a topic of research interest, (e.g.) 

Boujena, Johnston & Merunka (2009) measured the benefits of sales force automation from the 

customers perspective and found professionalism and responsiveness improved. Sales as a function is 

increasingly impacted by the role technology can play to enhance or simplify parts of the selling process  

(Dixon & Tanner, 2012), which can mean the simple use of social networks for sourcing client 

information through to sophisticated sales force automation tools.  

 

Arndt & Harkins (2012) recommend an increasing role for technology in the selling process for both the 

sales revenue generation activity with clients and for cost efficiency. Technology platforms can drive 

effectiveness in sales revenue, for example by enabling an increased coverage by reducing travel time 

and in-call visit. Good sales technology can also improve the responsiveness of market data back to 

central decision points. Finally, from a cost perspective bespoke localised solutions designed to meet 

country specific sales processes potentially cost more than sharing common technology platforms that 

can underpin ‘common operating routines’.  Hence, any program with sales efficiencies as a goal should 

include the impact that sales technology may contribute to the overall outcomes, both in terms of selling 

cost and sales output. 

Holloway, Deitz & Hansen (2013) highlight that the benefits of Sales Force Automation technologies are 

mixed, though they do find a mediating role for ‘customer orientation’ on the gains made from investment 

in sales technology. However, there is also evidence that technology invested to improve salesforce 

process is not in isolation a remedy for better sales outcomes (Jelinek, 2013), implying automation 

adoption needs to be part of a wider sales improvement program. Most of the research in the area of 

Sales Force Automation focuses on the benefits to the selling outcomes and not on the actual efficiency 

gains. 
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2.9.3 Sales leading client centric learning organization 

Malnight’s (1996) process based organization relies on co-operation not hierarchy, Menguc, Auh & Kim 

(2011) found that sales people play a key role in intra-organizational knowledge-sharing, which 

flourishes in conditions of strong autonomy, that suggests you cannot impose a rigid management 

structure on a team relying on group and cross-functional co-operation. Evans, McFarland, Dietz and 

Jaramillo (2012) describe the sales persons ability to ‘marshal’ intra-organizational resources as vital to 

sales performance, which implies a stronger informal leadership role for sales in a client centric firm. 

 
The knowledge based MNC structure where the sales-led subsidiary plays this key leading role in setting 

the strategic agenda and processes, has been conceptualized recently by Rabbiosi (2011:97), as 

‘Reverse Knowledge Transfer’ (RKT), who also identified the ‘key managerial problem of balancing co-

ordination mechanisms and knowledge flows’, which means knowledge flow cannot be left to goodwill, 

the behaviour-based control systems need to tie in to the same objectives. There is clear evidence that 

the increasing balance from developed and developing markets is affecting the learning pathways in 

organizations; ‘global learning may involve perceiving political forces and other cultural complexities that 

characterize a selling situation’ (Blocker, Cannon, Panagopoulos & Sager; 2012: 22). 

 

Rabbiosi & Santangelo (2013) went on to suggest the subsidiary age related to the value to the parent 

company of the RKT contribution. McGuinnes, Demirbag & Bandara (2013) in a case study of Coats plc. 

also found the need to ‘stimulate RKT within the MNC’. Rehme, Kowalkowski & Nordigården (2013:514) 

also note that ‘diverse markets over multiple geographic locations, create a demand for more flexible 

organizations…that can be provided internationally and also require adaptation to local needs’, 

suggesting a need for heterogeneity of sales models in organizations comes based on international 

market demands, sharing knowledge about how to adapt to local conditions. Karim & Kaul (2014:238), in 

a 20-year study of 71 firms, found ‘the role of structural recombination in realizing untapped knowledge 

synergies within the firm’, that the knowledge flows improve in a re-structure designed to enable such 

knowledge dependencies and co-operation.  
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2.9.4 The continuing lack of International sales research 

Baldauf & Lee (2011:211), editing a special international on international selling in the Journal Of 

Personal Selling & Sales Management (JPSSM), noted that ‘Unfortunately, no research examining 

cross-country/national differences or similarities was submitted’, leaving a gap in knowledge.  

5 years later the JPSSM ran a Special Issue about emerging economies, edited by Tanner & Mantrala 

(2016), where unfortunately most papers are single nation, for example Brazil and Nigeria, with the 

exception of Sharma (2016:89) who develops a model where “culture must be combined with economic 

variables to establish clear contexts that reflect developed and emerging markets”, though this study still 

presumes that the knowledge transfer is from old to new, implicit in the title ‘what sales management 

from developed markets is relevant in emerging markets’ which has a flawed presumption that all good 

practice emanates from mature countries and can be ‘taught’ in new markets. Hence, there remains a 

gap in literature for sales studies that measure performance over a large number of countries. 

 

2.9.5 The emergent use of Segmentation in sales 

Dibb & Simkin (2009:375) note that ‘studies which bridge segmentation theory and practice remain a 

priority for researchers’, and Boejgaard & Ellegaard (2010) identify organizational barriers and lack of 

adaptability as obstacles to implementation. Piercy, Low & Cravens (2011) did establish a 

methodological breakthrough by grouping countries based on political similarities and economic wealth, 

though these are not related to the selling context. 

 

Poenaru (2010) calls for study of ‘segmentation implementation, based on dynamic capability theory to 

explicitly and holistically account for the organizational processes needed so that segmentation 

implementation translates into business performance’, partly addressed by Venter, Wright and Dibb 

(2014) shift the focus of segmentation onto the performance consequences and how they unfold in the 

firm with a single firm case study. Very specifically to the sales discipline, Terho, Eggert, Haas & Ulaga 

(2016) highlight effective segmentation of customers and suitable sales strategies by customer type. 

 



 
 
 
 

 98 

2.9.6 Development in control 

The final area of underlying theory that meets at this research problem is organizational control, where 

specific to sales Slater & Olson (2000) suggested that hybrid control strategies need to be contingent on 

the type of selling process and Chenhall (2003:127) who describe a ‘contingency-based approach to 

management control design’. This suggests a clear linkage to sales structures and objectives, for 

example when the sales structure is reorganizing the leaders responsible should be controlled and 

recognised for their contribution to the change in behavioural terms  

 

Berry, Coad, Harris, Otley & Stringer (2009) reviewing recent literature on management control highlight 

the impact on control theory of new types of organizational form, such as the lateral network in this case 

study. Berry, Coad, Harris, Otley & Stringer (2009:8) present the ‘internal hybrid’ organization, and state 

the challenge such new organizational forms create for control: ‘horizontal organizations structured 

around business processes, which link the activities of an organization to the needs of suppliers and 

customers has led to calls for control researchers to pay more attention to lateral relationships, which 

involve co-operation and coordination, the challenge for management control is to develop concepts and 

systems that orchestrate both horizontal and vertical relationships’. Darmon & Martin (2011) also 

describe as ‘dynamic controls’ requiring the flexibility to mix outcome/behaviour and formal/informal 

control 

 

Piercy, Cravens & Lane (2012) explore the organizations competence in the implementation of 

behaviour based control systems and highlight that ‘organizational citizenship’ is key, which is consistent 

with the structural model that requires co-operation and knowledge transfer as desired behaviours as 

well as simply measuring sales outcomes. Matsuo, Hayakawa & Takashima (2013) studied the role of 

learning-oriented sales management control, which ties together key themes that behavioural control 

and reward mechanics should reward the right type of behaviour. Samaraweera & Gelb (2014), provide 

strong evidence in a meta-analysis of 39 studies that demonstrated better revenue performance from 

behaviour-based salesforce control than outcome-based control. 
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2.9.7 Further justification for the multi-paradigm approach 

At a theoretical foundation level Chapter 2 highlighted that the shift in the four underlying theoretical 

themes of: contingency theory, the knowledge-based MNC theory, dynamic capability in the 

implementation of strategic segmentation and hybrid control theories are all based on a fundamental 

shift from a purely economic view of the firm towards a behavioural and evolutionary view, encapsulated 

in the RBV, (Wernerfelt, 1984), which is still ‘worthy of extending in new directions’ (Barney, Ketchen & 

Wright, 2011:1299).  

 

So, whilst the RBV is 30 years old the debate on the foundational theory of the firm is not over, 

Nandialath, Dotson & Durand (2014:47) observe that  ‘RBV represents a theoretically well accepted 

framework of rent creation, however, empirical evidence in support of the RBV is mixed’, a gap which 

this study can be used to address in some small part. Whilst the SCA from improved productivity in this 

case appears to derive from the rearrangement of resources and the processes those people are 

adapting to, it is also important to note that this case study is not interpreted as an insulated example of 

the deployment of RBV as the sole explanation of efficiency gain.  

 

Arend & Lévesque (2010) suggest that ‘for theoretical purposes our analysis reveals that the RBV may 

need to be complemented by other theories of performance’ (2010:927), so the multi-paradigm view 

remains the optimum way of reflecting on the business problem and research question. Hence, while all 

four underlying theories have moved towards the RBV, on each of the dimensions the theoretical 

progress is towards a hybrid position not an absolute position, for example: on control, the new model 

requires outcome and behavioural controls, on the organizational structure lateral process is important 

though some vertical mechanisms remain. However, it is important to conclude that the organizational 

problem cannot be defined in a binary manner, for example, an organization was a hierarchy, now it is a 

network. Organizations are dynamic and move along multiple axes, it is not possible to locate an 

organization in theory by simply describing a set of ‘yes/no’ questions. 

 



 
 
 
 

 100 

Panagopoulos & Avlonitis (2010:47), noting the absence of a theoretical conceptualization for sales 

strategy, justify a multi-paradigm perspective: ‘sales strategy interacts with managerial capability and two 

attributes of the external environment (demand uncertainty and customer orientation)…drawing on the 

resource-based view and the industrial organization theory perspective—which, albeit different, share a 

common theme: strategy interacts with a firm's environment and resources to influence performance” 

 

 

 Figure 2.12 Conceptualization of sales strategy, adapted from Panagopoulos & Avlonitis 

(2010:47) 

 

Aligned with the overall summary of this review in Figure 2.10, the conceptualization of sales strategy in 

Figure 2.12 from Panagopoulos & Avlonitis (2010) also draws out the impact of both an ONC/IO 

economic theory of the firm and an RBV behavioural theory of the firm, further avoiding a simple war 

between paradigms. Rather Figure 2.12 is a more reflective proposal that both models of the firm can be 

valuable for interpreting organizations, supporting the approach and conclusions in section 2.8. 
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2.10   Concluding remarks 

The sales function is becoming increasingly strategically relevant, often leading strategy rather than 

responding to it (Piercy, 2006), though there is a lack of academic research in the field, especially in truly 

global studies that reflect the significant role of emerging markets. Hence, further study in this field is 

justified.  When the sales function was subsumed within marketing in the 1960s, marketing became a 

lead strategic discipline, and for example contingency theories that emerged in the 1970s developed 

only as far as a ‘market orientation’. More recently, Leigh & Marshall (2001) highlighted a research need 

for a ‘sales orientation’, confirmed by Zoltners, Sinha & Lorimer (2006) who linked sales strategy to 

product lifecycle and Piercy (2006) who predicted the arrival of the ‘strategic sales organization’. 

 

The literature review studies the knowledge around the problem in 3 levels: the four higher-order 

theoretical journeys from: market orientation towards sales orientation, product based segmentation 

towards strategic segmentation, hierarchical MNC structures towards process-based structures and 

outcome-based controls towards behaviour-based controls. These 4 higher-order theories are built on 

underlying theory in the fields of contingency, data analytics, the knowledge based view and 

organizational control. At a foundational level the consistent theme is the evolution from an external ONC 

economic model of the firm towards a Resource Based View, though at all stages paradigms are judged 

to be complementary to illuminate the phenomena, not in conflict. 

 

The emergent concept of the ‘strategic sales organization’ (Piercy, 2006) that inspired this research and 

is explored in sections 2.2 to 2.8 is further supported by research published during this study captured in 

section 2.9. This literature review suggests that solving this type of research problem is best understood 

by taking a multi-paradigmatic perspective. This review has demonstrated that the two major schools of 

thought in management; economic and behavioural, are not mutually exclusive and both retain relevance 

to study sales strategic problems and interpret the development of the ‘strategic sales organization’. 
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In this review the major management theories have been applied in a sales context. This study aspires 

to make a Theoretical Contribution by developing an external selling-context based structural model, in 

contrast to the existing literature where country segmentations are typically based on demography and 

consumer traits to support a ‘market orientation’. The sales-context contingency model is proposed 

because it may be an antecedent for building a dynamic capabilities in an alternative model of operating 

a lateral network process-based MNC. 

 

The development of the lateral network MNC organizational model hypothesised in this paper draws on 

the Resource Based View and the Dynamic Capability tradition that resources differentiate, though 

combines RBV with a quantitative analytic perspective towards resource allocation and measuring sales 

efficiency outcomes.  Such an approach supports the fundamental premise of the Resourced Based 

View of differentiation by the ability to develop and deploy resources, as a distinct complement to the IO 

based theory product targeted at groups of consumers to maximise price. Demonstrations of the efficacy 

of deployment of an RBV led organization strategy, managed and controlled through behaviour based 

‘operating routines’, emerge as a gap in the literature. This was a longitudinal study, so it was necessary 

to reflect on how the literature developed from the point the hypotheses were developed to when the 

Analysis was completed. The growing interest in sales from mid 2000’s that led to this study continued 

into the first half of the 2010’s, and broadly supported the intentions of the research questions. 

 

The conclusion of this Literature Review is that an opportunity exists for theoretical progress in the sales 

literature by making an external sales-context based segmentation the basis for homogeneous clusters 

of markets that can share common ‘routines’ or dynamic capabilities to drive efficiency from common 

processes, in a lateral network MNC. The lateral network MNC with a sales-orientation is also a 

development to current literature as it will be based on clusters of homogenous markets irrespective of 

physical proximity, which is an amendment to the typically regional and continent based organizational 

models of MNCs found in the literature to date. 
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This Chapter is critical to the academic purpose of this thesis, to demonstrate that the study has potential 

to develop knowledge, to demonstrate a Theoretical Contribution. Chapter 3 will define a Theoretical 

Contribution and lay out the tests and criteria for any study that seeks such progress. 
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3.1    What is a Theoretical Contribution and Conceptual Framework  

This section will describe the threshold for a Theoretical Contribution of academic standard, to enable 

the rest of the Chapter to articulate how this study emerges from the literature to make a significant 

Theoretical Contribution. It is important to set this standard in advance as defining and articulating “a 

Theoretical Contribution” has been problematic for social sciences, Freese (1980) noted that literature on 

strong theory building was confusing. In October 1989 the Academy of Management Review sought to 

address this confusion by publishing a forum on theory building, the most cited paper from that issue is 

Whetten (1989) who does try to answer “What Constitutes a Theoretical Contribution?” though warns 

that he is not attempting to define ‘iron clad rules’ (1989:490) for theory building. Sutton & Straw (1995: 

371) draw on their own experience as editors of academic journals to conclude that ‘the primary reason 

that reviewers and editors decide not to publish a submitted paper is that it contains inadequate theory’.   

 

Whetten (1989:490), consolidating Dubin (1978), outlines the ‘building blocks of theory development’: 

Firstly, What factors (variables, constructs, concepts) should be considered to explain the phenomena? 

Two criteria exist to judge the extent to which we have the “right” factors: ‘comprehensiveness’ (are all 

relevant factors included) and ‘parsimony’ (are some factors of little value to our understanding). 

 

How factors related is the second stage in theory development, often shown by diagrams that connect 

factors and introduce the possibility of causality and hypotheses about the relationships between factors. 

 

Whetten (1989:491) concludes ‘the more complex the set of relationships, the more useful it is to 

graphically depict them, a visual representation clarifies thinking, (and shows) the balance between 

completeness and parsimony’. Hence, in this chapter numerous diagrams will be used to show the 

location of this research relative to existing theory and the connections and developments to theory that 

this research seeks to progress.  However, Sutton & Straw (1995:376) warn that ‘diagrams are not 

theory’ and should be considered useful only in the ‘what’ stage of theory development. 
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The third building block of good theory is the Why – the ‘glue’ or ‘logic underlying the model’ (Whetten, 

1989:491). The researchers’ role is to show before data is presented that theory is being developed 

beyond that which is already empirically demonstrated by unproven or original ideas or propositions. 

Research will then attempt to test these ideas; ‘the primary difference between propositions and 

hypotheses is that propositions involve concepts, whereas hypotheses require measures’ (Whetten, 

1989:491). However, it is important to note that predictions and hypotheses do not demonstrate theory 

development unless they are combined with ‘underlying causal logic’ (Weick, 1989). 

 

Whetten (1989:492) observes researchers rarely create completely new theory, instead existing theory is 

developed by testing it under different contexts, and ‘improvements addressing only a single element of 

existing theories are seldom judged to be sufficient’ (1989:493), which supports a multi-paradigmatic 

approach and observation at the junction of several theories, as will be attempted in the Theoretical 

Contribution model in this research. Furthermore, Grant (2008) and Teece, Pisano & Shuen (1997) also 

suggest the use of multiple paradigms may be needed to unravel corporate complexity. Finally, despite 

having set out not to offer ‘iron clad rules’ Whetten, (1989:494) does prescribe 7 criteria for judging 

theoretical concepts offered in research papers that are summarised in Figure 3.1 below: 

 

Figure 3.1 Criteria for judging theoretical concepts, adapted from Whetten, (1989:494) 

Factor Factors for judging conceptual papers 

What’s new?  Is there a value-adding modification or extension of current theory?  

So what?  Will the theory change the practice of organizational science in this area?  

Why so?  Is the underlying logic compelling?  

Well done?  Is the paper thorough, reflecting a broad understanding of the subject?  

Done well?  Do the central ideas flow logically?  

Why now?  Is the topic of contemporary interest?  

Who cares?  Is the research interesting to a broad audience?  
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Other authors support Whetten’s model by trying to define frameworks for describing Theoretical 

Contributions. Figure 3.2 below shows an adaption of Bacharach’s (1989:498) model, which defines a 

Theoretical Contribution as ‘the primary goal of a theory is to answer the questions of how, when, and 

why, (and) may be viewed as a system of constructs and variables in which the constructs are related to 

each other by propositions and the variables are related to each other by hypotheses’. 

 

Figure 3.2 Components of a Theory adapted from Bacharach (1989:498) 

 

So, using Whetten’s (1989) heavily cited model for testing the potential for Theoretical Contribution, a 

thesis or research paper subjected to peer review will need to demonstrate against these criteria that a 

Theoretical Contribution is at least being hypothesized and tested by the research.  Van der Ven 

(1989:486) also highlights the practical value to managers: ‘good theory is practical precisely because it 

advances knowledge in a scientific discipline, guides research toward crucial questions, and enlightens 

the profession of management’, supported by Wieck who warns against theory construction that favours 

‘validation rather than usefulness’ (1989:516). 
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An important part of articulating the relevance of a Theoretical Contribution is through a Conceptual 

Framework, however this step is often missed, as Whetten (1989, 493) observes the ‘aspect of 

conceptual (framework) development is particularly critical and generally overlooked, theories are often 

challenged because they are unrealistic’. So what is a Conceptual Framework? Hill & Hansen 

(1960:299) describes: ‘conceptual frameworks are the keys to fruitful codification; the step…toward real 

significance’ and further defines Conceptual Framework simply as "clusters of interrelated but not 

necessarily inter-defined concepts." (1960:300). Klein (1980) and Rodman (1980 a and b) debated 

whether Conceptual Frameworks were necessary for theory development, Rodman argued that 

Conceptual Frameworks should not provide a ‘cloak of legitimacy’ for weak theory development and 

argues that Conceptual Frameworks (Cs) can ‘detract’ (1980a) from developing Theories (Ts). Klein 

countered that ‘most Ts tend to emerge out of previously existing Cs’ asking; ‘what would Ts would look 

like if they were not built upon some Cs? Abstracted empiricism from statistical accounting models in 

which explaining variance serves as the sole criterion of adequacy’ (1980:445). The Conceptual 

Framework is the key stage of research that demonstrates the practical management application of the 

Theoretical Contribution arising from the anticipated empirical relationships between variables under 

study and hence ‘C is developmentally influential for T’ (Klein 1980:445). 

 

The Conceptual Framework builds on the Theoretical Contribution to show what is happening in the 

organization under study, what are the expected key variables at each stage, how are they analysed and 

what is the potential useful impact in an organization. For example, Ouchi (1979) developed a 

‘Conceptual Framework for the design of organizational control mechanisms’, which ‘gives flesh to what 

might otherwise be overly abstract arguments’ (1979:833). In summary, the Conceptual Framework 

highlights the usefulness of the Theoretical Contribution proposed by the research. 
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3.2   Location of this research in existing theory, derived from the literature review     

Having discussed the Whetten (1989) model of theoretical development this section will use that model 

to show the potential Theoretical Contribution of this research.  Firstly, by addressing Whettens What 

criteria: constructs and concepts (1989:490). To make sense of the findings from the literature review 

and the theoretical concepts in this research, it is helpful to draw in Figure 3.3 below a theoretical 

location map that summarises the key existing paradigms, constructs and concepts that converge on the 

research topic: 

 

Figure 3.3   Theoretical location of this research topic
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The study represents a possible Theoretical Contribution at the confluence of contingency theory, 

segmentation theory, MNC organizational design theory and control theory. The research proposes a 

new sales-context based segmentation model as the basis of a sales orientation. The sales orientation 

could then be tested in a real global MNC by the application of ‘common operating routines’ in sales 

management across homogenous groups of country business units.   

 

The final part of the Whetten (1989) paper asks ‘What’ factors are the variables? The precise variables 

will be identified in the research, at this stage the key variables are: i) the external sales-context 

variables that form the basis of a new method of segmenting markets and ii) the internal variables 

measured when the new segmentation is deployed on a trial basis in a real MNC.  The ability to measure 

key variables relating to the impact of the proposed concept of an organizational model at large scale 

allows a degree of testing of whether business outcomes support a Theoretical Contribution in the 

relevant fields. 

 

In summary section 3.2 defines the scope, or What is in the potential Theoretical Contribution, of a 

sales-process led organization, based on an external sales-context segmentation of markets, using 

common operating routines.  
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3.3 Theoretical Contribution of a sales-context based organization 

The second phase of Whetten’s (1989:490) model for possible theoretical contribution asks ‘How are the 

What factors related to show possible causality’. This research attempts to make a Theoretical 

Contribution by testing a new model of sales-led organizational design, based on clusters of 

homogeneous markets whose similarities are based on external selling-context (not geographical 

proximity), implementing common ‘operating routines’ that are distinct to each cluster of markets. This 

leads to the following research question and related potential Theoretical Contribution: 

 

To what extent does implementing a sales-process led organization in a Global MNC,  

based on a external sales-context segmentation of markets,  

using common operating routines across clusters of homogeneous markets,  

produce cost efficiencies relative to a continent based structure? 

 

As part of the process into possible causality in How, Whetten (1989) tests Theoretical Contribution for 

‘comprehensiveness and parsimony’: The research is comprehensive in the international reach 

dimension as it includes data from over 50 countries, representing market units where the study 

organization has offices and sales operations, though is limited by using only one MNC. 

Comprehensiveness also covers the range of constructs used to explain the phenomena under study. 

The Theoretical Contribution proposed is a development and confluence of 4 concepts of management 

theory: 

i) Contingency theory, from market led to sales led organizational strategies, 

ii) Segmentation, from demographic and product criteria, to segments based on sales-context,  

iii) MNC organization theory, from hierarchy to networks to process based structures 

iv) Behaviour based control theories emerging in less hierarchical command-based structures 

 

Parsimony is explored more in the methodology, for example, eliminating variables that are correlated 

with each other and therefore of little value in the critical stage of clustering segmentation. 
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The How dimension in this study has two key stages, firstly the analysis of external variables creates a 

new segmentation model, and secondly the analysis of internal variables facilitates the measurement of 

key sales-led processes and propositions that lead to a new Theoretical Concept: 

 

i) The segmentation logic of grouping countries contingent on variables that measure the 

external selling landscape, using Cluster Analysis to create the homogenous groups (and not 

all of the other segmentation variables explored in the literature review that typically produce 

a market orientation nor an organization structure based on geographical proximity). 

ii) That a ‘dynamic capability’ in the ability to organize markets based on the new segmentation 

model is possible, where ‘dynamic’ refers to strategic responses…when time-to-market is 

critical…and competition is uncertain’ and ‘capabilities’ emphasizes adapting, integrating and 

re-configuring internal and external organizational skills and resources towards the changing 

environment’ (Teece & Pisano, 1994:538).  DCs are important because ‘competitive 

advantage stems from DCs rooted in high performance operating routines…embedded in the 

firms processes’ (1994:537). 

 

Hence, if a new segmentation model exists it can be tested in an MNC if that MNC can create a DC in 

accurately segmenting its market units and re-organising its business processes to support the 

segmentation-based organizational model under study. 

 

In summary, section 3.3 and Figure 3.3 illustrate the how the ‘concepts and constructs’ covered in this 

section, relate together to and converge to create the possibility of a ‘strategic sales organization’ 

(Piercy, 2006), that is a Global MNC organized by homogenous market clusters, producing superior 

business efficiency after adopting standard operating routines in each cluster, and hence demonstrating 

How a Theoretical Contribution is made with the hybrid organizational model. 
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3.4    The underlying logic of the Theoretical Concept  

The third phase of Whetten’s (1989:490) model for possible Theoretical Contribution asks ‘Why’ are the 

concepts and variables possibly connected – the ‘logic of the underlying the model’. 

 

There are four main reasons Why a ‘sales orientation’ in this study may represent a realistic Theoretical 

Contribution in the fields of segmentation, contingency, dynamic capability and MNC organizational 

design. Whetten (1989) suggests that four reasons are explored as the i) prerequisites, ii) strategy, iii) 

planning and iv) execution of the theoretical model under development. 

 

i) The ‘prerequisites’ of demonstrating a ‘dynamic capability’ in ‘sales orientation’ are a sequence of 

logical steps that can properly test the theory. A willing pilot company exists, as this study represents a 

large deployment of the research question. This research initially focuses on the ‘strategy’ phase by 

building a new basis for segmentation, moves into a ‘planning’ phase by testing the segmentation for 

relevance against internal data, then tests the actual implementation stage of ‘execution’ in the 

organization of a ‘dynamic capability’ in ‘sales orientation’ based on that new segmentation model.  

 
ii) The ‘strategy’ stage focuses on the external environment, specifically in the context of sales related 

factors in the environment. This is the key part of the development of contingency theory, a ‘market 

orientation’ strategy is ‘contingent’ on different types of consumer segmentation models, for example a 

global brand management segmentation would have the goal of segmentation to find similar groups of 

consumers across the world and gain product development and marketing efficiencies by selling to that 

homogeneous group of consumers the same product with the same marketing messages. 

 

However, a ‘sales orientation’ addresses a market from the perspective of which characteristics about 

the selling environment could provide contingency to the strategic decision-making and ultimately 

business performance. So a ‘sales orientation’ is about leading the firm based on how it actually sells its 

product range to reach its end consumers, whereas a ‘market orientation’ is about aligning the 

organization around consumer segments and having a strategy based on marketing to those segments.  



 
 
 
 

 114 

 

A pivotal point in answering Why a ‘sales orientation’ rather than a ‘market orientation’ is the degree of 

product differentiation within the product category, and in consumer electronics differentiation is low. If 

product differentiation is high a ‘market orientation’ may work, if your product is sustainably superior it is 

logical to lead your strategy from a ‘market orientation’ based on target consumer segments that will 

value the unique benefits of the products. However, when product differentiation is low the key part of 

the ‘underlying logic’ to a ‘sales orientation’ is based on Mooy & Robben (2002) consumer purchase 

theory that highlights the importance of direct experience of the product at the point of sale. Hence, 

because product differentiation is low in the product category under study and the presentation of the 

product in the selling environment is key, then the efficiency and effectiveness of the selling processes is 

critical to overall business performance, and hence a ‘selling orientation’ could be worth pursuing.  

 

In the ‘sales orientation’ scenario a marginally superior product that is poorly distributed across a 

countries retail landscape, which has little visual impact in the stores where it is available, and which the 

store staff have no product knowledge or incentive to sell that product will be outsold by a technically 

inferior product that is widely distributed, featured in the store displays and promoted enthusiastically by 

the store staff (i.e.) underlying logic suggests a company that has ‘dynamic capability’ in the ‘operating 

routine’ in sales execution can compensate for inferior products. 

 

The selling environment will be quantified by a number of key external variables, for example the 

channel split between different types of route to market. The ‘strategic contingency’ for ‘sales orientation’ 

is that homogeneity exists between different ‘sales contexts’ that may be geographically dispersed, and 

that within clusters of similar markets the sales process or ‘operating routines’ can be shared. Typically, 

in MNC theory multinationals are structured on a geographic model, whereas one of the key constructs 

emerging from the strategy stage of the ‘selling orientation’ proposed in this study is a segmentation of 

countries based on sales-contextual variables as the basis for MNC organizational design. 
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iii) the ‘planning’ stage moves the focus of study to the internal context. In order for the ‘sales orientation’ 

to be adopted from a change management perspective there needs to be clarity on the key sales 

processes and how they are measured. Best practices should be sought from existing countries, based 

on benchmarked performance, as an input to planning new ‘common operating routines’. This 

‘organizational learning’ potentially removes some of the subjectivity and inefficiency that may exist in an 

autonomous selling units pursuing their own locally developed strategies and designing domestic 

processes or markets adopting continental processes that are not optimum for their own local context. 

 

The key internal data needs to be determined as part of this study. If the ‘sales orientation’ is contingent 

of the external selling environment of heterogeneous countries and is showed in the ‘strategy’ part of the 

research, the ‘planning’ stage needs to normalize internal data to see if there is any potential for internal 

efficiency and sales process harmonisation in the new segmentation. 

 

iv) the ‘execution’ stage is about the actual deployment of common ‘operating routines’ shared across 

internally aligned groups of country sales units, segmented on external sales-contextual variables. As 

Whetten (1989, 491) observes ‘propositions involve concepts, hypothesis require measures’, and so the 

measurement of business efficiency after the sales-context based segmentation model has been 

deployed demonstrates in the ‘execution’ stage the potential value in the underlying logic, if business 

efficiency improvements can be linked by the research to the new Conceptual Framework proposed. 

 

To summarise section 3.4, Whetten’s (1989) framework has been used to signpost ‘Why’ the concepts 

drawn from the literature review and the type of variables likely to be tested form a robust ‘logic’ to the 

Theoretical Contribution under review. 
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3.5 Critiquing the Theoretical Concept 

Firstly, is case study research a sufficient for developing credible theories? Eisenhardt (1989b) gave a 

resounding yes and definitive guide (below in Figure 3.4) to this question, and Eisenhardt (1991) 

followed up with a further paper clarifying the potential of single firm studies to have potential for theory 

building. However, Eisenhardt (1989b:547) identifies a paradox on theory building from case studies 

‘given the typically staggering volume of rich data, there is a temptation to build theory which tries to 

capture everything’, hence the challenge for the case study researcher is parsimony of assumptions and 

to avoid building theory which tries to describe too many phenomena, given the potentially unlimited data 

available in an intimate case study.  

 

Figure 3.4 Process of Building Theory from Case Study Research  
(Adapted from Eisenhardt, 1989b:533) 
 

 

Figure 3.4 outlines the key considerations when using case study research, and the general rationale 

and benefits from using case studies are outlined by in the right hand column of the Figure 3.4 adapted 

from Eisenhardt’s widely cited 1989 paper. 

Step Activity Reason 

Getting started Definition of	research	question 
Possibly	a	 prioi constructs	 

Provides better	grounding	of	construct	 
measures 

Selecting	cases Specified population Focus	effort	on	theoretically	useful cases 

Crafting	instruments	and	 
protocols 

Qualitative and	quantitative	data	combined Strengthens grounding	of	theory,				
synergistic	view	of	evidence 

Entering	the	field Flexible	and	opportunistic data	collection Allows investigation	to	take	advantage	of	 
emergent	themes	and	unique	case	features 

Analyzing	data Within case	analysis	 
Cross - case	search 

Preliminary theory	generation,				
forces	to	look	beyond	initial	impressions	 
through	multiple lens 

Shaping	hypotheses Iterative	evidence	for	each	construct 
Search	for “why”	behind	relationships 

Sharpens	validity and	extends	theories 

Enfolding	literature Compare with	similar	and	conflicting	literature Raises theoretical		level,	sharpens	 
generalizability 
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There is a further need to contextualise the research and theory under review, as Whetten (1989:492) 

describes the ‘who, where, when’ limitations on any theoretical model. Furthermore, Klein, Dansereau 

and Hall (1994:195) note that ‘level issues’ cause confusion in organizational literature, which is an 

important consideration in this research given the importance of heterogeneity at the ‘level’ of each 

market/country in the study. Sutton & Straw (1995:378) add that ‘strong theory delves into underlying 

processes, laterally into neighbouring concepts or upwards to broader social phenomena’ and so the 

researcher may need to contextualise and move through ‘levels’ of analysis. 

 

From a ‘level’ perspective this study operates mostly at the level of country market unit, and the potential 

organizational development to manage subsidiaries based on clusters of homogenous markets rather 

than geographical proximity. Furthermore, only one firm is studied, which limits scope. On the ‘when’ 

dimension, this study is occurring during a period of transition in the market place driven by innovation 

and is measured over a year and so its applicability is also limited by that circumstance. 

 

Whetten (1989:493) recommends testing any theoretical model for ‘legitimacy’ – using three themes: 

i) Critiques should focus on multiple elements of the theory 

ii) Marshall compelling evidence (logical, empirical and epistemological) 

iii) Theoretical critiques should propose remedies or alternatives 

 

Exploring ‘legitimacy’ theme i) does this study focus on ‘multiple elements of theory’? Academically this 

work’s most significant potential Theoretical Contribution will be developing a sales-orientation based on 

a selling-context segmentation for the organization. Most previous work in country segmentation and 

strategic contingency studies have focused on marketing orientation and segmented by demography. 

More recent work by Slater & Olson (2000) and Zoltners, Sinha & Lorimer (2006) has put sales-led 

contingency strategy on the research agenda, though the field is under development.   
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On the wider canvas of RBV and DCs, this study does represent a trial discovery of a specific ‘dynamic 

capability’ of strategic segmentation and deploying a radical model of global field sales management, 

implemented under conditions recommended for studying the RBV, according to Newbert (2007:126). 

Whilst there is an increasing body of work on RBV/DCs, the opportunity to view data from over 50 

markets simultaneously sets this study apart from many ‘trials’ of DCs in the sales literature. There are 

few studies that have the geographical reach of this one (Cravens, Piercy & Low, 2006). 

 

For the organization the practical value of this research could be very significant in financial terms. 

Historically in a decentralized geographical structure each continent based region such as Africa 

developed its own independent sales processes, causing huge inefficiencies. For example, there are 

major costs being duplicated and triplicated as systems were developed that tried to embrace a wide 

range of business models that existed in adjacent countries. Through sales-context based clustering of 

markets, common ‘operating routines’ can be applied for efficiency, and organizational learning within 

clusters could leverage best practice.  

 

The second ‘legitimacy theme’ is  ‘marshalling compelling evidence’ which shall be explored further in 

the Methodology and Results Chapters, this study is limited by its dependence on quantitative empirical 

data from one MNC, and Eisenhardt (1989b) also highlights the risk of idiosyncratic conclusions from 

case studies that may have limited generalizability. 

 

The third ‘legitimacy theme’ is ‘proposing remedies or alternatives’ to test different explanations for the 

theoretical evidence presented, which is explored in section 6.3. 

 

In summary, the full critique of the potential Theoretical Contribution comes in the Discussion Chapter 6 

and Chapter 7, after the Analysis in Chapter 5; at this stage suffice to say the development from 

literature passes Whetten’s ‘legitimacy’ test for Theoretical Contributions by taking a multi-dimensional 

view of the theories under test. 
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3.6 Conceptual Framework emerges from Theoretical Concept   

Whetten (1989,493) highlights the need for a Conceptual Framework that articulates the Theoretical 

Concepts to be tested in two ways: i) the empirical relationships in the Conceptual Framework that 

emerges to form a Theory and ii) the potential for practical management application. The Conceptual 

Framework builds on the Theoretical Concept to show what is happening in the organization under 

study. This Conceptual Framework shows the key variables arising at each stage, the proposed 

analytical methods and the potential impact in the organization.  

 

Figure 3.5 Conceptual Framework arising from Figure 3.2 Bacharach’s ‘Components of a Theory’ 

 

 

 



 
 
 
 

 120 

A Conceptual Framework should articulate where the empirical relationships lead towards a Theoretical 

Concept for the organization, which following Bacharach (1989:498) has a ‘Variables, Hypotheses, 

Construct, Proposition’ logical flow. As in the standard version of Bacharach’s model in Figure 3.2, this 

research broadly has two instances or “branches” of the ‘Variables, Hypotheses, Construct, Proposition’ 

that connect to potentially develop a Theoretical Concept. The first “branch” is based on the external 

variables that describe the selling context being used to construct a structure based on homogenous 

clusters of countries and the second “branch” is based on internal variables being used to construct the 

control mechanisms and knowledge flows in a lateral network structure. The two branches are logical 

steps towards a theory of similar clusters sharing common operating routines to derive efficiency. 

 

The Conceptual Framework also begins to articulate the potential to create underlying practical value for 

the organization. Firstly, in the efficiency of sales overhead costs, as currently in a geographic structure 

many country sales units justify their own operational practices and developing their own bespoke 

solutions on the basis that neighbouring countries are often very different. To illustrate this concept, 

there are over 20 different field sales management processes in Wellington, all running unique IT 

platforms developed in local geographical regions.  

 

Secondly, practical value also arises in the efficiency in ‘operating routines’, that is the common 

processes across the new clusters of markets. The Conceptual Framework operationalized in the sales-

orientation model is that similar external sales-contexts should be addressed by an organization 

designed around those clusters and with consistent selling models within each cluster type. Whilst some 

aspects of the selling model could be globalized, the rationale of clustering homogeneous markets would 

be justified by the benefits arising from shared sales processes. Within homogeneous groups of markets 

relevant best practice is more likely to be found, and if this study can demonstrate statistically and 

practically that markets physically distant can be very similar then the justification for adopting a common 

sales operating model is clearer. 
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Thirdly, autonomy in operating field sales management processes means that the data gathered often 

cannot be consolidated and its value in turbulent markets is diminished. For example, retail inventory 

levels or sell-out performance of a new product can be share-price sensitive information at Global HQ 

level and field sales are a good source of the timeliest intelligence. However, if the data from retail stores 

gathered by field sales can only be used locally and cannot be consolidated in any way other than 

through laborious manual conversion processes, then its absolute value at corporate level is diminished 

towards zero.  On the contrary, if the sales ‘operating routines’ provide accurate live information from its 

field sales operation on a global basis, then sales indicators could be relied upon at corporate board 

level, through the supply chain and so catalyse the move towards a ‘selling orientation’ for the whole 

company. This ’live data’ based on actual sales to consumers rather than trade sales within a supply 

chain would also have consequential benefits in manufacturing by improving inventory flows and 

demand forecasting. If a sales force ‘operating routine’ can be established that can be managed towards 

common performance indicators, this is a characteristic of the development of a ‘dynamic capability’ in 

sales force management. The ability to report accurately to the Group CEO the product performance in 

200,000 retail stores around the world for the previous 7 days would be probably be inimitable, by 

comparison, today in many product categories such key data is procured from syndicated market 

research surveys by companies such as GfK, that sell consolidated 4-8 week old retail sales data to all 

the manufacturers in a given category, thereby providing no SCA. 

 

Hence, the consequence of better sales ‘operating routines’ could be improved costs, which will be 

explored in Chapter 6. The Conceptual Framework has tried to demonstrate that there are wider 

business benefits of a model of a ‘sales-orientation’, based on selling-contextual segmentation, with 

common ‘operating routines’ in heterogeneous markets, which can justify a move for the business 

studied to a hybrid organization model that would be conceptualized as being a ‘strategic sales 

organization’ (Piercy, 2006) 
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3.7 Whettens Criteria for Theoretical Concepts 

Whetten (1989, 494) identified 7 criteria for judging Theoretical Concepts submitted to peer review 

journals, which is a relevant test of a PhD thesis. Figure 3.6 addresses each of the 7 criteria and 

concludes that this study has the potential to address all 7 criteria.   

Figure 3.6 Using Whetten (1989) 7 criteria for judging the Theoretical Concept in this research  

Factor Factors for judging conceptual papers 

What’s 

new?  

Does the paper make a value-adding modification or extensions of current theory? 

The paper extends segmentation theory by grouping markets based on sales-context to 

modify ‘market contingent orientation’ to a ‘sales-context contingent orientation’, 

extending behavioural control and the KBV of lateral MNC structures. 

So what?  Will the theory change the practice of organizational science in this area? 

The ‘strategic selling organization’ is not new, however, organizing a company based on 

similar markets that could be geographically diverse is not an observed phenomena 

Why so?  Is the underlying logic compelling? 

This Chapter 3 attempts to answer this question, bridging the link from literature through 

to theoretical development and practical application via a Conceptual Framework 

Well done?  Is the paper thorough, reflecting a broad understanding of the subject? 

This question refers to a specific paper with a much lower word limit than a PhD 

Done well?  Do the central ideas flow logically? 

This chapter attempts to answer this question, bridging the link from literature through to 

theoretical development and practical application 

Why now?  Is the topic of contemporary interest? 

The growth in Emerging Markets for Western MNCs make this very topical 

Who cares?  Is the research interesting to a broad audience? 

A deep study of a truly Global MNC and the convergence of several strands of theory 

into a new organizational model should make the research interesting 
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3.8   Development of hypotheses from existing literature and Theoretical Concept 

There are 3 sub-questions, that broadly align to the strategy, planning, and execution phases of the 

Theoretical Concept under test. Building on the research question in Chapter 1, reflecting the gaps in the 

literature reviewed in Chapter 2 and aiming to fill the organizational need identified in the Conceptual 

Framework, a set of hypotheses is developed to test the theory development of a ‘sales orientation’ 

based on a ‘sales-context’ segmentation. 

 

The overall research question is:  

‘To what extent does implementing a sales-process led organization in a Global MNC,  

based on a external sales-context segmentation of markets,  

using common operating routines across clusters of homogeneous markets,  

produce cost efficiencies relative to a continent based structure? 

 

To answer this question, 3 sub-questions are necessary. 

The strategy stage involves finding the sales-contextual external variables and testing them for 

heterogeneity to establish if there are clusters of country units that exhibit similar characteristics. 

 

1st sub question: to what extent does segmentation based on external contextual variables create 

a different set of homogeneous market clusters than geographically based market clusters?  

Chapter 2 showed that most global market segmentation studies are marketing based and can trace 

their roots back Liander, Terpstra, Yoshino & Sherbini (1967) and the definitive Sethi paper that found 

‘meaningful clusters of countries for use in international marketing’ (1971:348) using economic data, built 

on by Porter (1986) and Wind (1986). Subsequent clustering used different consumer traits:  Helsen, 

Jedidi & DeSarbo (1993), Luqmani, Yavas & Quraeshi (1994), Oyewole (1998), Peterson & Malhotra 

(2000). Hassan, Craft & Kortam (2003:452) integrated the two approaches: ‘macro level’ such as 

economic and demographic data, and ‘micro level’ such as lifestyles and cultural traits.  
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However, the primary use of the all the studies above was for a better market orientation, which was a 

consistent recommendation from contingency theorists such as Kohli & Jaworski (1990). Whilst an 

increasing body of work recognizes the increasing role of sales as SCA, (e.g.) Slater & Olson (2000), 

Lane & Piercy (2004), there is a potential gap in the literature of contingency theory, segmentation and 

sales management for a sales-context based market segmentation. The need for sales-context 

segmentation is important when competing products are similar and therefore the sales process is what 

differentiates when products are presented to consumers. Sales executives will be aware which external 

contextual variables tacitly impact their business, therefore it is hypothesized: 

 H1 If Sales Executives are asked to identify external sales-contextual variables that 

impact on their business, then they will choose similar variables  

Sales executives responsible for 60+ markets will be asked to identify the key contextual variables that 

influence their decision making, either formally or informally. 

 

Once the ‘sales-contextual variables’ have been identified from the executives and analysed, data for 

each market and each variable will be found. This data is the basis of a grouping to create a sales-

contextual segmentation, which leads to the hypothesis that 

 H2 If external sales-contextual variables are segmented, then they will create 

distinctly correlated clusters of sales units that have homogeneous characteristics within each 

cluster that are independent of geographic proximity 

External data will be evaluated with Factor and Cluster Analysis to find which countries have the ‘best fit’ 

with each other to develop groups of homogenous sales units facing similar context in the selling 

environment. This is the pre-cursor for the first emerging construct of a new organizational structure built 

on sales-context based homogenous clusters of countries, the first Construct illustrated in Figure 3.5. 
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The next question regards critical benefits, how much economic gain derives from the new model. 

2nd sub question: to what extent does adopting common ‘operating routines’ improve efficiency 

and support a new geographical/process based hybrid model for MNC organization? 

Slater & Olson (2000) link strategic path, performance and sales management, reflecting the 

contingency theory alignment in Luthans & Stewart (1977) and Powell (1992).  The recent theory of 

‘competing on analytics’ (Davenport, 2006), advocates empiric decision support tools, (e.g.) data driven 

sales resource allocation. Hence, if sales management decision support is to partly quantitative, the key 

internal sales variables need to normalized and comparable, independent of geography, therefore it is 

hypothesized that: 

 H3 If Sales Executives are asked to identify internal decision making cost variables 

that impact on their business, then they will choose similar variables 

The planning phase involves finding the sales process internal variables and testing them for 

heterogeneity and fit to the externally established clusters of country units. 

From the executives’ response, the list of most common key internal strategic sales criteria will be 

developed. There may well be some internal homogeneity, though the current organizational structure is 

based on autonomous geographies broadly based on continents, so local systems, processes and 

measurements exist within sales for most internal parameters outside of the key metrics reported in the 

company accounts, which is the second Construct in Figure 3.5. 

 

For the Theoretical Contribution to be valuable there should be a measurable benefit. An efficiency gain 

may arise from sales units within a grouping adopting the same operating ‘routines’ (Nelson & Winter, 

1982), versus current practice where autonomous units develop independent solutions to the same 

problems. The effectiveness will arise from ‘organizational learning’ (Huber, 1991) within what Brown & 

Duguid (1991) call ‘communities of practice’, (i.e.) groups of Sales Executives facing similar challenges 

working together to share valuable knowledge within clusters. 
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The goal of alternative segmentations is to inform strategic decisions (Hassan, Craft & Kortam, 2003), in 

this case a major re-structuring.  This reflects a practical reality of organizational change, if leaders plan 

major change based on a radical segmentation, then a robust analytical method will help to justify 

upheaval. To enable change management, it should be shown to executives that sales units could adopt 

common solutions potentially created many miles away for local benefit. Hence hypothesis 4 is: 

H4 If a sales-context based segmentation model is adopted using common ‘operating routines’ in 

each cluster then there will be an improvement in business efficiency 

This hypothesis is key to any potential Theoretical Contribution, that organizing a MNC in a hybrid 

process-based/geographical matrix, based on clusters of similar markets (the similarity contingent on 

sales-context), deploying common ‘operating routines’ in each cluster, is a more efficient organization 

than an MNC based purely on geographically based structure, which is the Theory ‘box’ in Figure 3.5. 

 

The strategy phase is to test whether there is a predictable improvement in business performance as 

measured by certain market variables, once the sales-context based segmentation model has been 

implemented and common ‘operating routines’ have been applied to each cluster type. Bacharach 

(1990:501) states ‘a theory is useful if it can both explain and predict’, so this final part of the analysis 

seeks a degree of predictability in the scale of benefit achieved from the cluster-based organization. So 

the final sub-question is 

3rd sub-question: to what extent do countries that have external selling contexts that are most 

different to the continental norm improve efficiency in the cluster-based model? 

 

A Theoretical Contribution is more likely to be demonstrable if the proposed new ‘sales orientation’ 

organizational model could be demonstrated to have improved efficiency in a way that can be explained 

and predicted from the data analysis, hence hypothesis 5 is: 

 H5 If a Country is statistically distant from its local continent average then it will 

demonstrate a larger efficiency gain from adopting a cluster-based organizational model 

Which is trying to predict the size of gain from countries different to their continent norm. 
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3.9 Concluding remarks 

This Chapter has played the pivotal role of taking the potential Theoretical Concept emerging from the 

Literature in Chapter 2 of a segmentation based on ‘sales-contextual orientation’, identified as theoretical 

progress from the current bases of segmentation, with the general move towards more sales contingent 

strategies, and the increased prevalence of behaviour based control of lateral network process-led 

structures. 

 

A Theoretical Contribution may emerge if this study can demonstrate that segmenting the organization 

based on sales-context can move the firm towards a ‘sales orientation’, through with an efficient set of 

standardised ‘operating routines’ for each cluster of similar markets. Building an organization based on 

clusters of similar markets though using common ‘routines’ could be more efficient than the current 

geographical structure of MNC sales in the organization under study. In Conceptual Framework terms 

this means organising an MNC by Cluster A type markets and Cluster B type markets rather than by 

Asia, Europe, Africa, on the basis that common routines for similar market places may be more efficient 

across say UK, South Africa and Thailand, than Thailand, Laos and Vietnam because the Thailand 

market is in a cluster with the UK and South Africa based on an external selling-context segmentation. 

 

Whilst there is much literature in Chapter 2 regarding the increasing importance of sales in leading the 

strategic development of organizations, there are few global studies of a large number of countries that 

investigate and trial a ‘sales orientation’. This study offers the opportunity to take an entire MNC 

organization on a key step towards a ‘selling orientation’, identified by Leigh & Marshall (2001) as a key 

research development in strategy for the decade ahead, though as yet largely unfulfilled. 

 

Chapter 3 has sought to illustrate that against robust criteria written by several management academics 

that seek to define Theoretical Contributions. This study has the potential to meet those academically 

defined thresholds of theory development and so make a Theoretical Contribution. 
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4.1 Introduction to the Methodological framework 

This Chapter is the bridge to testing and evaluating the hypotheses and Theoretical Constructs offered in 

Chapter 3, in turn derived from the Literature Review in Chapter 2. Chapter 4 will outline the research 

design, how the hypotheses are to be tested, and explain why these are the appropriate methods to use. 

 

As a thesis for a Doctorate in Philosophy it is necessary to defend the philosophical under-pinning of the 

research, especially when some writers argue that measuring causes of SCA is not possible, and even 

trying is futile. Section 4.4 will provide a philosophical answer to the question ‘why bother?’ with empirical 

research in case study organizations. 

 

Further sections will outline how the population sizes were defined, how the data was gathered, and 

relative to the research questions under study. The position of author as employee and researcher is 

also explored for limitations. 

 

Later sections will also describe the choice of techniques to analyse the data gathered. Validity and 

triangulation are discussed as a precursor to the actual presentation of the data in the following Chapter. 
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4.2 Research design (type of research) and justification versus alternatives 

This research is an exploratory study of a development of a sales-led MNC organization model.  An 

exploratory study is appropriate as there is no intention to prove a causal link to overall business 

performance of the alternative organizational model, which may be the subject of further research. The 

research goal is to cluster country sales units according to external sales-contextual variables and then 

test these new clusters with ‘before change’ and ‘after change’ internal data for improved efficiency. 

 

The possible development in theory drawn from the literature suggests a sales orientation driving a 

lateral network MNC structure, contingent on contextual variables related to the selling conditions in 

each country. These external variables will be established by consulting relevant sales practitioners, with 

actual data sourced from a range of public and industry sources. The first stage of the analysis is to seek 

for homogeneity across groups of countries that have similar external sales-context variables, though 

which may be geographically dispersed. The second stage of the analysis will seek the key internal 

variables such as cost of different selling processes. As the core of this study is segmenting countries 

with a new set of criteria and testing for variances and correlations, across a large data set of 14 

variables for over 50 countries, the primary analytical tool is quantitative methods.  

 

Both external and internal sources of data may need normalization to enable analysis, for example in 

currency variation and terminology differences. There should be no major access issues given the 

authors’ status, so access to internal data is guaranteed where it exists.  Some external variables will be 

closely related to each other, for example some economic data may be correlated to GDP per head, and 

in that case only one of the variables will be used. Factor Analysis will be used to simplify the external 

variables before clustering. The key research question is seeking to measure efficiency benefits, a 

straightforward and isolatable variable, trying to avoid March & Sutton’s (1997:698) warning about the 

‘complications of the causal structure of performance phenomena’. Behrman & Perreault (1982) endorse 

quantitative analysis of sales to develop a ‘composite performance measures’ of sales people. 
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Some issues arise using quantitative methods whilst promoting a behavioural-based view of the firm. 

Gibbert (2006a) described a paradox in RBV, between ‘resource idiosyncrasy (i.e. the fundamental tenet 

of RBV) and generalizability of research findings (i.e. the fundamental requirement of empirical research 

external validity)’ (2006a:124, italics added). Gibbert proposes different research techniques, depending 

on the degree of generalizability and resource idiosyncrasy (2006a:127). Extremely relevant for this 

study, Gibbert observes that ‘firm-idiosyncratic resources…tend to be context dependent, mediated by 

geography, culture and structure and therefore not easily separated from context’ (2006a:129). The 

recommendation arising is that ‘single-case studies and participant or direct observational research at 

the firm level may yield more insight into idiosyncratic resources’ (Gibbert, 2006a:129), which supports 

the research design of a deep study of one major MNC organization planned here. 

 

Whilst Gibbert’s (2006a) paradox was a limitation on RBV research design, Levitas & Ndofor (2006) still 

questioned the paradox, and suggest generalizability is an inappropriate aim anyway, and that construct 

validity is still the priority of the RBV discipline. However, as section 2.5.9 shows much research 

supports work the concept of RBV since its founding by Wernerfelt (1984) and Barney (1991), and 

Gibbert (2006b) responds by demanding that RBV does not lose itself in dogma after 20 years in 

development and focus instead on its practical value. This research design is to develop theory by 

quantitative testing of an RBV approach to the problem of managing an expanding global salesforce.  

 

The alternative to quantitative methods is qualitative research. This study covers 50+ countries, of 

interest as most studies include less than 10 countries, however gathering qualitative data is costly and 

difficult to analyse, and a purely qualitative study may also have been subject to higher levels of 

conformance and consistency, as managers consciously or otherwise defended the status quo and 

company policies. However, the design proposed does not use one research method exclusively. The 

technique of ‘mixed methods’ emerged in the decade preceding this study and was conceptualized in a 

landmark paper by Johnson & Onwuegbuzie (2004), which broadly justifies a research design that 

“mixes” quantitative and qualitative research in the answering of a single research question.  
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Johnson & Onwuegbuzie (2004:20) helpfully clarified the degree of “mixing” in “mixed methods”: “The 

majority of mixed methods research designs can be developed from the two major types: mixed-model 

(mixing qualitative and quantitative approaches within or across the stages of the research process) and 

mixed-method (the inclusion of a quantitative phase and a qualitative phase in an overall research 

study)”. This is an important justification in research design; this study is a longitudinal quantitative study 

of internal and external variables, pertinent to measuring the efficiency of the organization. This question 

of research design is critical, as the research design should flow logically from the Theoretical Constructs 

under study. The theoretical focus of this research clearly sits where an RBV and ONC economic view 

meet, so it is necessary to also address this parallel research methods paradigm war in social science 

research that had echoed the ONC/RBV paradigm wars in management theories.  

 

In order to determine which variables should be included in the quantitative approach the author can 

either select the variables themselves or ask practitioners to nominate variables they consider relevant to 

strategic decision-making. The benefit of gaining input from managers in a practical case study is that 

the management will more buy into the implementation of the organizational model under test if they 

have contributed to the choice of variables that have under-pinned the clustering and recommendations. 

Using the practitioner input in this way is an example of ‘mixed-method, the inclusion of a qualitative 

phase’ Johnson & Onwuegbuzie (2004:20) in what is largely a quantitative methodology for this study. 

Hence, it is justified to use a basic qualitative approach to the selection of the variables. 

Proceeding in this way is endorsed by Johnson & Onwuegbuzie (2004:17) who recommend that ‘mixed 

methods research should use a method that attempts to fit together the insights provided by qualitative 

and quantitative research into a workable solution’, which supports the method choice here. Finally 

Johnson & Onwuegbuzie (2004:15) helpfully describe: ‘If you visualize a continuum with qualitative 

research anchored at one pole and quantitative research anchored at the other, mixed methods research 

covers the large set of points in-between’, though in this case the point chosen with a single phase of 

qualitative data sourcing is very much towards the quantitative pole. 
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4.3 Justification of a case study method 

Management theorists have grappled with a dilemma regarding whether it is possible to identify, isolate 

and measure sources of SCA? Can the research effort to separate a potential source of competitive 

advantage that this study seeks to develop be justified or is the search for any identifiable differentiation 

between firms futile? There remains disagreement regarding the existence of competitive advantage and 

whether its dependent variables can be isolated and measured. Powell argues that ‘competitive 

advantage propositions - entailing constructs managers can neither observe, understand, replicate nor 

acquire - are philosophically untenable’ (2001:857). The implication is that one of group of leaders is 

incapable, other than by chance, of making better decisions than another group of leaders. Durand 

(2002:867) countered Powell (2001): ‘competitive advantage and a capable organization is sufficient and 

necessary to lead to superior returns; there is room for more positivist research on the relationships 

between competitive advantage, organization and superior returns’.  Durand’s defence of competitive 

advantage, and crucially our ability to identify it, justifies this research into sales-contextual variables as 

an antecedent for ‘common routines’ that underpin ‘dynamic capabilities’ and thereby differentiate. 

 

Is a deep case study of one very large MNC by an author/practitioner justifiable? Despite striving for 

objectivity and recognizing fallibility, there remains ‘increasing criticism that academic findings are not 

useful to practitioners’ (Van der Ven & Johnson, 2006:802), who propose ‘engaged scholarship’ between 

academia and commerce, for which the researcher is well placed. McKelvey responds directly to Van der 

Ven & Johnson: ‘management researchers need to learn from earthquake science…they don’t worry 

about averages, they live in a world of extremes’ (2006:828).  McKelvey remains committed to 

empiricism and reality, though proposes the importance of Paretian over Gaussian statistics (normal 

distributions arising from independent events) if research is to be relevant to business due to the 

interdependence of events, relevant here as the research topic sits at the confluence of four possibly 

interdependent sales processes (McKelvey & Andriani, 2005). The ‘extreme’ condition under 

consideration is the variety of countries in the scope of this study, as very few global companies are as 

active in so many countries with direct sales operations as Wellington. 
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An important decision is what to measure during the case study. The original goal was to try to measure 

overall business performance improvement as a result of a change in structure and adopting common 

operating routines, and hence trying to find complete benefit from sales-led re-configuration in clusters. 

Ray, Barney & Muhanna (2004:23) support that trying to measure ‘everything’ is difficult, there are too 

many possible causes and influences on performance that cannot be isolated or measured, and 

recommend an alternative approach: ‘A growing body of empirical work examines the impact of firm-

specific resources on the overall performance of a firm, adopting the effectiveness of business 

processes as a dependent variable may be more appropriate than adopting overall firm performance as 

a dependent variable’. In this study the dependent variable will be efficiency rather than overall business 

performance.  

 

Ray, Barney & Muhanna (2004) also support another important conceptual link that underpins the choice 

of research, that business process, activities and operating routines are analogous and measurable. This 

is an important step as this study seeks to measure the component processes of a sales strategy as 

independent variables 

 

Having proposed that quantitative analysis measuring causes of efficiency that may contribute to a real 

and isolatable SCA is a worthwhile pursuit in management science as it may provide a Theoretical 

Contribution, the following section will provide philosophical justification for that research aspiration and 

belief in SCA as real. 
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4.4 Philosophical underpinning 

Why is philosophy important to the study of competitive advantage in an academic and business 

context? Warburton claims ‘philosophy helps us to clarify what we believe…and to develop an ability to 

argue coherently’ (2004:2).  Furthermore, ‘it is important for researchers to recognize and understand 

their ontological and epistemological orientation within their personal paradigm as this will determine the 

entire course of their research’ (Hussey & Hussey 1997:47, italics added), so reflecting on the 

researchers philosophical status as simultaneously an employee, researcher and practitioner is critical. 

 

Traditionally, ‘strategy research is characterized by a positivist (empirical) tradition, (and) there has been 

little discussion on ontological and epistemological assumptions’ (Durand & Vaara, 2006:2). Social 

science has witnessed the rise of subjective constructivism in the field of business, though no definitive 

philosophy exists for management research. Indeed, there continues to be a debate between the 

positivistic/objective and interpretive/subjective philosophies in social science. However, such a 

‘paradigm war’ is not helpful, in reality neither corner monopolizes good research practice, rather they 

can borrow from each other or ‘interbreed’ (Lincoln & Guba, 2000:164). This research will not claim 

universal application, a ‘positivist’ label that is often attached to criticize empirical quantitative study. 

 

Exploring differing philosophies helps to explain the focus of research (Hussey & Hussey, 1997). The 

first principle of positivism is the discovery of laws of cause and effect, that ultimately science will explain 

everything by ‘observation (leading to) explanation (from which) a hypothesis is confirmed by 

experiments and qualifies as a (scientific) theory’ (Harrison-Barbet, 2001:275).  This basic approach is 

‘induction’, which means inferring a predictable outcome from multiple observations of decision “a” 

leading to outcome “b”. However, management is not so predictable, ‘abductive’ thinking is more 

common in management, where leaders make decisions that reflect the available evidence (such as 

numeric data believed to be factual, trusted opinion, and personal intuition). Regnér empirically supports 

this ‘mixed’ approach:  ‘strategy making at the periphery was inductive (quite informal), whereas strategy 

making at the centre was more deductive (using ‘formal intelligence’ and ‘standard routines’)’ (2003:57).  
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The ‘subjective’ paradigm hosts ‘social constructionism’, which characterizes concepts such as SCA as 

linguistic creations, not empiric phenomena and ‘scientific theory’ is dismissed as ‘negotiable 

fiction…whose retention depends on elegance rather than fundamental truth’ (Johnson & Duberley, 

2000:64).  Trigg goes further: ‘for genuine relativists…reality has no meaning apart from what is believed 

real by some group’ (2004:24).  The group for whose ‘reality’ is that research objects are ‘socially 

constructed or the inventions of researchers’ are called ‘social constructionists’, (Durand & Vaara, 

2006:13). However, the fundamental ontology in this study is that SCA is real and measurable. 

 

The difficulty with extreme constructionism is its refutation of objectivity, which Rescher (1987:131) calls 

‘the nihilistic denial that there is such a thing as reality’. Rescher (1987:130) states ‘mind-independent 

reality is essential to the whole of our conceptual scheme relating to inquiry and communication’.  An 

alternative epistemology to the polarizing positivism versus social construction argument is ‘scientific 

realism’, which Kukla (1998:4) defines as the belief that ‘unobservable entities postulated by scientific 

theories, such as electrons and unconscious mental processes, exist’.    Mckelvey (2002:3) further 

defines a ‘scientific realist’ epistemology that ‘incorporates the dynamics of science without abandoning 

the goal of objectivity’. Researchers must believe they can be objective or they would consider their own 

research futile. This is a pre-requisite as Rescher states ‘the crucial ontological component of realism is 

not a matter of discovery of empirical research, it is a presupposition for our enquiries, or a formative 

assumption’ (1987:127).  To confirm, this study presumes that sources of SCA are real and isolatable. 

 

McKelvey (1997: 353) argued that ‘the complex, idiosyncratic nature of organizational phenomenon is 

the underlying cause of the paradigm war’, and suggests ‘resolution of the paradigm war between 

objectivism and subjectivism hinges on recognizing that organization science comprises both 

intentionally and naturally caused behaviour’ (1997:374). McKelvey concludes ‘without a strong scientific 

realist epistemology, organization science will continue to “churn” paradigms’ (1997:375).   Given its 

acknowledgment of the ‘idiosyncrasy’ of organizations and ‘intentional’ leadership behaviours, ‘scientific 

realism’ offers hope for the researcher. For ‘scientific realists, deep understanding requires empirical 
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studies and theoretical analysis of underlying mechanisms’ (Durand & Vaara, 2006:7).  This 

epistemology is relevant to this research as it is the underlying mechanisms’ that support the construct of 

external sales-context based segmentation, for example the behaviour based control and process based 

structure, are essential to the Conceptual Framework. However, ‘scientific realism’ requires the 

application of statistical modelling be reflected in its context (i.e.) it is not universal as positivists aspire. 

 

Popper said: ‘the empirical basis of objective science has nothing ‘absolute’ about it. Science does not 

rest on bedrock…its’ theories rise above a swamp’ (1959:111). Popper highlighted (1959:27):  ‘the 

problem of induction’, writing that ‘empirical sciences can be characterized by the fact that they use 

inductive methods. It is usual to call an inference ‘inductive’ if it passes from singular statements, such 

as results of observations, to universal statements’. However, he crucially adds ‘any conclusion drawn 

this way may always turn out to be false, no matter how many instances are observed’, (i.e.) it is not 

‘verifiability but the falsifiability’ that is key. (1959:40). In the subjective/interpretive camp, Weyl writes 

that ‘whomever longs for objectivity cannot avoid the problem of relativism, what is experienced is 

subjective’ (1927:116).  Furthermore, drawing on Kuhn (1962), ‘relativism asserts (that) any empirical 

observation is only intelligible in terms of prevailing consensus’ (Johnson & Duberley, 2000:75). In other 

words, ‘objectivity is not a product of enquiry’ (Rescher, 1987:129), researchers must strive for 

objectivity, not guarantee ‘universal statements’ and should be very cautious with the degree of 

applicability they claim for their findings, especially here in a single firm case study. 

 

Powell (2001,2002) is sceptical on measuring isolated causes of SCA though conciliatory: ‘I am not 

proposing that statements like 'competitive advantages exist' need have no connections with empirical 

reality - clearly, this would render strategy statements useless and relativistic’ (2002:873). However, he 

warns against the ‘false security of empirical 'certainty’, truths in strategy are neither certain nor final’ 

(2002:873). By working with a ‘scientific realism’ epistemology, that values quantitative study of ‘real’ 

contributory factors, whilst recognizing the context and fallibility of the study, this paper will not claim 

‘empirical certainty’.  Rather, this research will investigate analytical decision-making and the deployment 
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of those decisions in a real setting and academically reflect on the possible Theoretical Contribution 

arising from that test. Given scientific realism is potentially a ‘fence-sitting’ philosophy it is necessary to 

explain the epistemology of scientific realism. Durand & Vaara (2006:2) argue that ‘truth status is 

fundamental to conducting empirical business research and interpreting its findings’ and that ‘specific 

epistemological approaches tend to based on particular theories of the truth’.  So, the truth and 

justification of scientific realism must be reviewed if it is to be the philosophical justification of this study. 

Taking a ‘realist’ stance this author concurs that: ‘realists believe in the existence of the real domain 

independent of observation (and) subscribe to the correspondence theory of truth’ (Durand & Vaara 

2006:6). With the basic ‘correspondence theory of truth’, findings are true when they correspond with 

‘facts or reality’ that are either ‘correlated or congruent’ (Kirkham 1992:119). Constructionists would 

argue this naïve and develop a ‘coherence theory of truth’ where ‘beliefs are said to cohere if and only if 

each member of the set is consistent with any subset and each is implied by all the others’ (Kirkham 

1992:104).  However, there is a middle ground again, as Durand & Vaara marry a ‘correspondence 

theory of truth’ with a ‘coherence theory of justification’ (2006:13), where you can research empirically 

the reasons that ‘correspond’ with strategic success but ‘justify’ your beliefs if they ‘cohere’ with practical 

experience and expectations. Durand & Vaara define: ‘a version of realism, acceptable to most people, 

states that many social phenomena may be socially constructed (their existence depends on people’s 

knowledge of them) but exist independently of the researcher’ (2006:7). Kirkham agrees: ‘a pure 

coherence theory of justification does have some plausibility on a realist theory of truth’ (1992:216).    

 

Despite scientific realism neatly blending ‘corresponding’ empiric findings with ‘coherent’ socially 

constructed knowledge, the study suggests successful strategists in business do have unplanned 

learning and radical ideas, and so the study must also allow for personal ‘intuition’ in decision making. As 

Nietzsche proposed: ‘conscious thoughts, order and method are inadequate instruments, as compared 

to the great ideas formed in the unconscious’ (1902, 1971 edition).  Whilst debate about scientific realism 

continues, Asay (2013) supportive, Lyons (2013) dismissive, this practitioners’ study settles on Van 

Fraasan’s (1980) model that accepting a scientific theory involves belief that it is literally real and true.  
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The following Figure 4.1 summarizes the different epistemological approaches to strategy research 

(Durand & Vaara, 2006:13).  Such clarity is attractive, though reducing such a complex debate to a table 

is a probably an over-simplification, it is illuminating. Positivism is weakened by its search for the 

absolute, constructionism denies what practitioners believe to be real from business experience and 

pragmatism is too vague to have value in business. Epistemologically, this study will rely on scientific 

realism, which although not a common term in management research, allows a balance of empirical 

research of real variables, supported by a reflexive and limiting view on applicability of findings. 

 

Figure 4.1 Epistemological approaches to strategy research (adapted from Durand &Vaara, 
2006:13).   
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successful business strategies are tangible and real for employers, shareholders and customers.   
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It is important to link the underlying philosophy of research with the design methodology, as Johnson & 

Onwuegbuzie (2004:15): ‘contend that epistemological and methodological pluralism should be 

promoted in research, so that we are able to conduct more effective research. Today’s research world is 

becoming increasingly inter-disciplinary, complex, and dynamic; therefore, many researchers need to 

complement one method with another’. This is an important link in the research design and justification 

as Johnson & Onwuegbuzie (2004:16) define: ‘Pragmatism as the philosophical partner for Mixed 

Methods research’.  

This study is built on a ‘pragmatic’ ontological platform of scientific realism as a balanced alternative 

philosophy for a quantitative methodologist in business, as it supports research objects as real, whilst 

demanding a reflection on underlying context, and a limit on applicability of findings. Silverman explains: 

‘the social world is neither simply objective nor subjective’ (2009:16).  He adds ‘too much social theory 

sets up artificial polarity…we need to deconstruct these polarities’ (2009:22), the chosen ontological 

position attempts to ‘deconstruct these polarities’ by selecting scientific realism as the philosophical 

basis of this research. Hence, the attempt to measure sources of efficiency and SCA is justified, not 

fruitless. 

 

In conclusion, ‘there is no need for “false polarity” in social research’ (Silverman, 2009:16), which sis a 

consistent theme through the RBV/ONC multi-paradigm view and conceptualized in sales research 

recommended by Panagopoulos & Avlonitis (2010) in section 2.9, which requires a “mixed methods’ 

research methodology as endorsed by Johnson & Onwuegbuzie (2004) and is under-pinned by a 

‘balanced epistemology and coherence theory of truth’ described by Durand & Varaa (2006). Some may 

describe this approach as ‘fence-sitting’, however the Theoretical Concept developed here sits on an 

‘axis of pragmatism’ that draws a path through the central core of: balanced epistemology, mixed 

methods and a environment contingent and resource dependent model of leadership success, as shown 

in Figure 4.2 below. 
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Fig 4.2 Axis of “pragmatism” through epistemology, research methods and theory of the firm 

 

 

 

 

This Figure 4.2 shows that a ‘pragmatic’ approach has been taken to the choice of model of the firm, the 

research methods and the philosophical stance, this ‘pragmatism’ is a consistent theme through the 

Literature Review and the Methodological Framework, avoiding the dichotomous choices and false 

polarities which can beset management research. 

 

 

 

 

 

 

 
 

Multi-paradigm:	ONC	model	of	environment,	RBV	model	of	leadership 
Panagopoulos	&	Avlonitis	(2010) 

 ONC	economic	
model	of	the	firm	 

 Polarized	
theory 

 Pragmatic	
theory 

RBV	behavioural	
model	of	the	form 

 

 
 

Mixed	methods:	quantitative	&	qualitative	phases	in	research	design 
Johnson	&	Onwuegbuzie	(2004)	 

 Quantitative	
research	methods 

 Polarized	
theory 

 Pragmatic	
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Balanced	epistemology:	scientific	realism,	coherence	theory	of	truth		 
Durand	&	Varaa	(2006) 

 Positivism  Polarized	
theory 

 Pragmatic	
theory 

Constructionism 

 

Theoretical	Concept	of	the	sales-context	based	lateral	
organizational	model	is	enlightened	by	both	paradigms	of	
management	theory	and	hence	is	logically	consistent	with	
“mixed	methods”	research	and	a	“balanced	epistemology”	 
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4.5 Population and sampling framework  

4.5.1   Defining the population 

From Chapter 2 there are few studies in the field of sales strategy that use data from more than a small 

set of countries. The research aims to cover over 50 sales units, so the population is defined by a very 

large set of countries that cover every continent. This population is unusual as the MNC under study is 

present in every continent and has substantial direct operations in multiple countries on every continent 

(as opposed to many MNCs that may only have third party distributors in certain non-core territories). 

Approximately 50 data points, which means 50 country market units, is not a large sample when related 

to a survey sample size seeking representative significance. The population is limited by the constraint 

that all of the country business units reside in one single global organization, which raises a question to 

the applicability of the research, however, Saunders, Lewis & Thornhill (2000:94) and Rouse & 

Daellenbach (1999,2002) support intense study of one firm, notably for resource based studies. 

 

One of the specific gaps identified in the literature review was the study of large MNCs with significant 

presence and a high proportion of total revenue in emerging markets, as there are so few examples and 

the phenomena is relatively recent. The researchers’ status as an employee and participant in the firm 

would make it difficult to access competing companies in the segment. Vince (1998) highlighted the need 

to consider political and emotional dimensions when working in real time, which a participant/researcher 

should be well placed to recognize during the process of sampling. 

 

The population is restricted by the choice to research one global organization is depth rather than a 

number of organizations. An alternative structure may have been to study several companies across a 

smaller number of countries where all the companies were present. This would have been difficult to find 

a matching data set as companies in a given product category do not compete in the same set of 

countries. However, as the author is also an employee of the study organization, the availability of data 

in the ‘host’ organization makes the choice of a deep study of a single organization the optimum choice 

in these circumstances. 
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4.5.2 The sample frame 

Saunders, Lewis & Thornhill (2000:154) provide a ‘checklist for selecting a sample frame’ because 

‘completeness of the sampling frame is very important’ to produce a representative sample: 

 

Figure 4.3 Checklist for Selecting a Sample Frame (from Saunders, Lewis & Thornhill, 2000) 

• Are cases listed in the sample frame relevant to the research topic 

• Does the frame include all cases, is it complete? 

• Does the frame exclude irrelevant cases, is it precise?  

• For purchased lists, can you establish precisely how the sample is selected?  

 

The tests of sample frame quality by Saunders, Lewis & Thornhill (2000) will verify the frame proposed: 

 

Firstly, testing sample frame ‘relevance’. The host organization is one of the most geographically spread 

of any company in the world, and within the consumer technology market it is the most diverse.  

Secondly, testing sample frame ‘completeness’. The population is defined by the countries where the 

organization under study has a sales office and where data is available. As Sapsford & Judd state: 

‘precision of the sample estimates depends on sample size’ (2006:28), and this study will cover 

territories that contain over 80% of global population, based on a sample frame of 50+ countries. The 

intention is to make the sample size as large as possible, where each data point is a country where 

Wellington is present, supported by Van Bruggen, Lilien & Kacker (2002) who recommend aggregating 

multiple informants in organization research. 

 

Thirdly, testing sample frame ‘preciseness’. Some sales units within the study organization may be 

excluded if the external sales contextual variables are unreliable or not available. Fourthly, testing 

selection of data. This is not a relevant criterion, as the research design does not use a random selection 

of data taken from within a list. All available data points, i.e. countries, will be included in the clustering if 

the external sales context data is available. 
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4.6   How was the sample data collected? 

The researcher is also an employee of the organization under study. The consequence of this status was 

greater access to data than would be typical of an external researcher, who may only have access to 

data requested and offered, whereas an employee has insight to seek further data and gain access to 

management. 

 

A random sample of the Country Managers of these sales organizations was selected to identify the set 

of external contextual and internal efficiency variables, using a simple qualitative method phase. All 50 

executives that were responsible for a country sales unit (or in some cases 2 or 3 countries) that were 

present at the conference were asked the questions, a sample which had a degree of randomization as 

not every one of the entire population of country managers, which number 57 in total, were able to travel 

to the event. Country Managers are the senior executive in each of the business unit’s that manage the 

financial performance of Wellington in those countries, and are responsible for all sales activity, channel 

distribution, retail presence and marketing activation. Where manufacturing plants exist in a country they 

are not the responsibility of the Country Manager, likewise product design and brand strategy is 

centralized. The external contextual variables are potentially a critical antecedent based on theoretical 

development proposed, and as Ketchen & Shook advise ‘a deductive theory to guide variable choice is 

wise’ (1996:443).   There may or may not be a consensus amongst Country Managers as to what the 

key contextual variables and efficiency variables are, so a degree of deduction based on frequency that 

the Country Managers mention the variable will be required.  

 

The nomination of external variables and internal variables was carried out a single global gathering of 

executives though the two questions were answered in isolation of each-other, so that the creation of the 

initial list was unprompted by any group discussion of knowledge of which variables had already been 

identified by colleagues. Figure 4.4 lists the Countries for which the Managers were present at the 

conference and took part in short face-to-face interviews. 
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Figure 4.4 Countries for which the Country Manager contributed to variable selection 

Algeria	 Denmark	 Italy	 Romania	 Tanzania	

Argentina	 Ecuador	 Japan	 Russia	 Thailand	

Australia	 Egypt	 Kazakhstan	 Senegal	 Tunisia	

Austria	 Finland	 Kenya	 Singapore	 Turkey	

Belgium	 France	 Malaysia	 South	Africa	 UAE	

Brazil	 Germany	 Mexico	 South	Korea	 Uganda	

Bulgaria	 Greece	 Netherlands	 Spain	 UK	

Canada	 Hong	Kong	 Nigeria	 Sri	Lanka	 Ukraine	

Chile	 Hungary	 Norway	 Sweden	 USA	

China	 India	 Pakistan	 Switzerland	 Venezuela	

Czech	Rep	 Indonesia	 Poland	 Taiwan	 Vietnam	
 

The 50 Country Managers were asked about selling context: “What external factors do you consider 

when evaluating the environment as part of the strategic planning process”. This simple open question 

was intended to generate a wide range of answers, rather than a prescribed list. With this method a large 

number of different variables were anticipated, which were then cross-checked for frequency. The 

Country Managers were also asked a second open question about internal efficiency:  “which internal 

decision making cost variables impact on their business”. 

 

Once the key external variables were identified the external market data were gathered from a number of 

library sources. Access to this data is mostly in the public domain or syndicated industry reports to which 

the author has access. The internal data was also readily available though was sensitive cost and 

process data.  The biggest barrier to the quality of the sample is completeness (the second of the criteria 

outlined in section 4.4.2) as for many smaller countries the internal and external data may be missing or 

aggregated. Both sources may need some normalization to be able to be analysed in SPSS (e.g.) 

currency variation, terminology differences. The final part of the qualitative phase was a short survey 

where the Country Managers were asked to check which of the range of variables they used in their 

business to establish the frequency of the variables in practice.  
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4.7 Overcoming issues with participant research 

There are neutrality considerations for participant/employee researchers. Johnson & Duberley (2000: 64) 

state that ‘theory-neutral observational language is a key positivist epistemological commitment’. 

Participant researchers must consider validity as ‘evidence is not collected in a vacuum, and they cannot 

observe everything’, (Doyal & Harris, 1986:5).   We ‘select’ what we believe relevant, and may be wrong, 

so ‘the truth of explanations is always underdetermined by the evidence available’, (Doyal & Harris, 

1986:6).  Participant research does not grant validity; on the contrary it opens up a risk of bias, which 

Feldman & Lynch (1988:421) call ‘self-generated validity’, where the researchers’ beliefs and intentions 

impact the research outcome. 

 

Kuhn observes: ‘what a man sees depends upon what he looks at and what his previous visual-

conceptual experience has taught him to see’ (1962:113). Fodor, a realist, counters ‘how the world looks 

can be peculiarly unaffected by how one knows it to be’ (1984:34). However, practitioners’ proximity to 

the problem should be a positive influence, and based on experienced reality. Kukla (1998:130) argues 

that ‘observability-unobservability is a continuum, whereas existence-nonexistence is a dichotomy’; so 

the researcher should aspire to observe reality, record with neutrality, unrestricted by their role and past.  

The particular circumstances of this study of researcher working in the case study organization is an 

example of a ‘key informant’, a piece of research that is dependent on the information gathered by one 

person in one case study organization, though defended as valid by Phillips (1981). 

 

Rouse (1999:487) supports practitioner study: ‘As strategy scholars, we must add to our proven methods 

of 'inquiry from the outside' those of 'inquiry from the inside’, that have the potential to help disentangle 

intra-organizational sources of superior performance. Factors inside organizations are a primary source 

of sustainable advantage. The discovery and evaluations of those advantages must, therefore, be done 

in organizations’.  Hence, being a participant ’insider’ can be an advantage; according to Eisenhardt ‘ a 

myth surrounding theory building from case studies is that the process is limited by investigators'  

preconceptions, in fact, just the opposite is true’ (1989b, 546), which justifies participant research. 



 
 
 
 

 147 

4.8 Data analysis technique  

After the basic qualitative question to establish variables, the core analysis is quantitative. In the first 

sub-question the main tools for grouping countries will be Factor and Cluster Analysis, using SPSS 

(Howitt & Cramer, 2003). Factor Analysis simplifies the data set when there are a large number of 

independent variables, and whilst Armstrong (1967) showed some of the potential pitfalls in Factor 

Analysis, much work since has demonstrated the value of Factor Analysis if carried out with the 

appropriate factorization methods, see for example Preacher & MacCallum (2003). Following Factor 

Analysis with Cluster Analysis is appropriate, as Ketchen & Shook advise: ‘Cluster Analysis can be 

valuable to strategy research because of the techniques unparalleled ability to classify a large number of 

observations along multiple variables’ (1996:453, italics added). The goal of the Cluster Analysis is the 

‘best fit’ clustering of the country sales-units.   Validity checks and triangulation of factorization methods 

will be used to strengthen the research on key decisions such as choosing the numbers of clusters. 

Sutcliffe (1994) connected the perception of the external environment by executives with the degree of 

centralization in the firm, so by consulting with the Country Managers closer to each countries’ discrete 

context, the risk of ‘HQ myopia’ is reduced,  

 

The second sub-question requires sourcing key internal variables that should be used when allocating 

sales resources. The current organization is de-centralized so all countries will not be using the same 

indicators before this study, These variables will also be determined by consulting with the 50 Heads of 

Sales and form the basis of testing for efficiency. The third sub-question tries to bring some prediction 

technique to the scale of increase to in efficiency for certain outlying countries.   

 

There is considerable Cluster Analysis in management science, and many ways to validate clustering 

outcomes so they are robust enough to form the basis of a Theoretical Contribution. Halkidi, Batistakis & 

Vazirgiannis (2001) summarize clustering, the validation techniques and shows how clustering can be a 

meaningful to develop knowledge, subject the correct interpretation of the final clustering outcomes.  

Figure 4.5 shows the key stages on the path from raw data to knowledge and theory development. 
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Figure 4.5 How Cluster Analysis propels raw data towards knowledge and theory                   
(adapted from Halkidi, Batistakis & Vazirgiannis, 2001:108) 
 

 

 

 

Even following the process in Figure 4.5, the researcher still has to protect against 4 main problems of 

empiricism: ‘selectivity, certainty, error and interpretation’ and (Doyal & Harris, 1986:5). Selectivity is 

inherent when studying one organization, though this reduces some error, as data access is unlimited. 

Observation error is likely, and unplanned findings may occur. Scientific realism ontology allows for 

greater interpretation in than positivism in the analysis. The steps taken to check findings through 

triangulation methods to reduce error and bias will be described further in Chapter 5. 
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4.9 Concluding remarks 

This Chapter seeks to justify the value and effort required to measure SCA in a case study of one large 

MNC organization. An exploratory study of a large MNC is a rare opportunity; the wealth of data 

available supports a quantitative analytical approach, and as the goal of the study is a new basis for 

structure based on clustering similar markets, an empirical approach is essential. It is possible and 

worthwhile to isolate and test for SCA as long the conditions of the research process are recognised 

when considering the limitations of the result. Universality will be avoided from the results, though value 

in findings can be induced. 

 

Philosophy is important in an academic research paper, though also in management.  Managers do 

‘philosophize’ in a generic sense, (i.e.) they reflect during decision-making, and blend numerical data, 

opinion, prior learning’s and intuition. This might be called a practical management philosophy. However, 

‘philosophy brings many potential contributions into strategic management, but it should be used more to 

open discussions than to convince’ (Calori, 1998:301). So philosophy can help academics and managers 

navigate a passage to some form of validity, though it does not bestow definitive validity in its own right.  

 

For this researcher/practitioner, independent reality is a fundamental ontological belief for the scientific 

realist approach to this study, and specifically here the process of analysis undertaken in creating cluster 

of countries facing similar sales-contexts is the basis of real action in a Global MNC. Rescher (1985:140) 

states ‘realism (i.e.) a commitment to a real world that is the object of our inquiries, is a rational 

imperative on the side of practical reason – a sine qua non (condition) for a rational creature like 

ourselves to survive and flourish’. Hence, differentiated business performance through the execution of 

strategic decisions taken by managers is a real phenomenon that is worth researching. For a 

researcher/practitioner this is a critical ontological assumption, to commit to strenuous research at work, 

adding the burden of academic rigour to the practical burden of implementing the ideas emerging from 

the literature, is a considerable responsibility that requires belief in the process and results. 
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For the manager in this researcher, their experience is that managers analyse concepts in a 

hermeneutical manner. Managers can interpret, analyse, evaluate and comment on issues, projects and 

ideas in a critical reflexive way, thereby creating an opportunity to produce a potential contribution to 

management theory. In this context, scientific realism allows for the blending of quantitative facts, 

contextual knowledge and intuition, and so is the most appropriate approach for this study. This 

approach may be called ‘pragmatic’ but that term has been taken to have particular meaning in the 

philosophical context. An alternative label could be found by reviewing pragmatic philosophy from Roget 

(2007), it is defined as ‘sensible’, with the first two listed synonyms of ‘business-like’ and ‘common-

sensical’. 

 

In conclusion, this study is based on the philosophical belief that SCA is a real phenomenon that can be 

scientifically and empirically measured and is a consequence of management decision-making. As Calori 

concludes ‘philosophizing is questioning, from which managers and scholars can learn reflexivity, which 

is the ability to be critical or suspicious of one’s own intellectual assumptions. Reflexivity is a rare quality 

among business leaders, hopefully less rare among scholars’ (1998:301). This study provides an 

opportunity to test and reflect upon a major business decision to restructure an MNC through the 

deployment of an alternative sales-led organizational model, whilst seeking to develop both academic 

theory and management practice, with scientific analytical rigour. 

. 
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5.1 Introduction to Analysis and Results 

This chapter will gather the data for each of the research sub-questions and analyse the statistical 

results. For the first research question the external dependent variables are identified from practitioner 

consultation, by surveying Country Managers from the study organization, who nominate which ‘sales-

contextual variables’ influence their business. The external dependent variables characterize the sales 

environment for the study product category in each market, for example the ratio between indirect and 

direct sales channels. These variables are narrowed down on the basis of availability of data and 

correlation, (i.e.) where two variables are highly correlated only one will be considered for the 

segmentations. 

 

When the raw data by country is sourced, various analyses are carried out to determine if ‘external 

sales-contextual variables’ can form the basis of a new method of segmenting country business units in 

an MNC. 

 

The process is repeated for the second research question where the internal dependent variables are 

identified by the same group of practitioners, the Country Managers. These variables are balanced for 

variations such as currency differences and represent the key volume-related selling costs though 

exclude costs such as office space. 

 

Finally, the final part of the research question is that internal variables will demonstrate efficiencies once 

a sales-context based segmentation is used to deploy ‘common-operating routines’ across clusters of 

similar countries, which would illuminate the research question:  

‘To what extent does implementing a sales-process led organization in a Global MNC,  

based on an external sales-context segmentation of markets,  

using common operating routines across clusters of homogeneous markets,  

produce cost efficiencies relative to a continent based structure? 
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5.2   Identification and sourcing of external ‘sales-context’ variables 

There are many different independent variables that could be used to describe the external selling 

context of particular countries, and deciding how many and which variables is an important. This section 

will describe how the senior executives were the source of the different variables that were used as a 

consideration for strategic decision-making.  

 

The 1st sub question: to what extent does segmentation based on external contextual variables 

create a different set of homogeneous market clusters than geographically based market 

clusters?, is broken down into two stages. The first stage is to identify the external variables which 

potentially form groups of similar markets, which will based on semi-structured surveys of sales 

executives, who will have an opinion on which external contextual variables impact their business. 

 

Is their validity in asking executives about data that will be used for clustering? Ketchen & Shook 

(1996:443) identify a ‘cognitive approach’ to variable selection that  ‘relies on the perceptions of expert 

informants’ such as industry executives, also supported by Porac & Thomas (1990) who emphasize the 

importance of senior management perception in research about organization configurations. There was 

therefore a basic qualitative phase at the start of the research, to ascertain which variables should be 

considered for the subsequent quantitative analysis, consistent with the ‘mixed method’ recommended 

by Johnson & Onwuegbuzie (2004). 

 

The response of 50 Country Heads, each of who were responsible for a country business unit within the 

case study organization, will be the source of the independent variables. The purpose of the independent 

variables is to describe the external selling context that influences the strategic decision making of those 

executives, and this data will be critical as it will form the basis of segmenting those Countries.   

 

 



 
 
 
 

 154 

The Country Managers identified a total of 21 ‘sales-context’ variables. This data was sourced in two 

stages: firstly they were asked openly to nominate the external factors, and the resulting list was 

normalized for similar definitions. Figure 5.1 below presents the list of external sales-context variables 

identified by the 50 Country Heads, which generated 21 variables in total. 

 

Figure 5.1 The initial list of External sales-context variables 

 

The next stage of reduction of the ‘sales-contextual variables’ was a ranking of the presence of the 

variables in the strategic decision making of each of the 50 Country Managers.  The Country Heads 

were presented with the list of 21 defined and identified variables and asked to tick each of the 21 

variables that they considered in strategic decision making. Figure 5.2 below presents the frequency that 

each of the 21 variables was selected by the Country Heads. 
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Figure 5.2 Frequency of using of external sales-context variables by Country Heads 

 

The 21 variables identified by the Country Heads were now clearly ranked by frequency of consideration 

in strategic decision-making. In order to only carry forward significant variables any item ranked by 20% 

or less of the Country Heads was eliminated from the study, which eliminated 4 of the 21 variables. 

 

Figure 5.2 answers the opening hypothesis: “H1 If Sales Executives are asked to identify external 

sales-contextual variables that impact on their business, then they will choose similar variables”  

The definition of ‘similar’ is set by the removal of any item ranked by 20% or less of the Country Heads. 

This eliminated 4 variables from the original list of 21 variables, or 19% of the variables identified. Hence, 

H1 is proven and a set of 17 variables was carried forward to the next stage of the research.  
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The second criterion to determine whether an external sales-context variable was to be included in the 

segmentation of markets was data availability for each variable across 100% of the Country sales units. 

Figure 5.3 below adds an availability of data column to Figure 5.2 to show which variables are kept. 

 

Figure 5.3 Availability of external sales-context variables identified by Country Heads 

 

A further 7 variables were eliminated on the grounds that insufficient data was available from credible 

sources. Hence, 11 ‘external sales-contextual variables’ were left as the basis for the segmentation.  

In order to use the reduced set of external sales-context variables as a basis of segmentation, reliable 

data sources had to be investigated. Various sources were used and all 11 were retained. 

Figure 5.4 below describes the sources of the data for the 11 variables that proceeded at this stage in 

the Analysis. 
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Figure 5.4 Sources of remaining external variables  

 

5 different sources were used across the 11 variables: market research agencies, internal Wellington 

data, International Telecoms Unit, Economist Intelligence Unit and the World Economic Forum. The 

sources are described briefly and considered valid and independent: 

• Three market research agencies were used regularly by the Country Heads: Gartner. GfK and 

AC Nielsen, who are all globally recognized as leading consultancies providing reliable market 

and consumer data.  

• The International Telecommunications Union is a United Nations special agency for the 

Information Technology and Communications industry.  

• The Economist Intelligence Unit is the research division of the The Economist Group, a global 

newspaper based in London.  

• The World Economic Forum is a widely respected independent international institution. 

 

The final boundary condition on the segmentation is countries where Wellington is present and where 

each of the 11 external sales-context variables is available. Whilst some of the 50 executives manage 

business units that contain multiple countries, the unit of analysis for the segmentation will be the 

country. Figure 5.5 below lists a total of 64 countries that have sufficient data for each of the 11 variables 

to be included in the segmentation analysis. 
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Table 5.5   Countries with sufficient data to be included in the analysis 

Algeria	 Colombia	 India	 Netherlands	 Senegal	 Tunisia	

Argentina	 Czech	Rep	 Indonesia	 Nigeria	 Singapore	 Turkey	

Australia	 Denmark	 Ireland	 Norway	 South	Africa	 UAE	

Austria	 Ecuador	 Israel	 Pakistan	 South	Korea	 Uganda	

Azerbaijan	 Egypt	 Italy	 Peru	 Spain	 UK	

Belgium	 Finland	 Japan	 Philippines	 Sri	Lanka	 Ukraine	

Brazil	 France	 Kazakhstan	 Poland	 Sweden	 USA	

Bulgaria	 Germany	 Kenya	 Portugal	 Switzerland	 Venezuela	

Canada	 Greece	 Malaysia	 Romania	 Taiwan	 Vietnam	

Chile	 Hong	Kong	 Mexico	 Russia	 Tanzania	 		

China	 Hungary	 Morocco	 Saudi	Arabia	 Thailand	 		
 

 

In terms of geographic scope, the list of 64 countries shows that all continents are represented by 

countries have an active Wellington office and selling organization, staffed by its own direct employees 

(as opposed to a downstream distributor employing their own staff). Europe is represented diversely by 

Western and Central European states, some of which are EU members. Asia includes wealthy countries 

and emerging countries, and the Central Asian Republics are represented by Kazakhstan. North, Central 

and South American countries are also present. Finally, Africa is represented by countries from North of 

the Sahara, West Africa, East Africa and South Africa. The diverse range of countries for which data is 

available and where the case study organization has direct operations add to the interest of this study.  

 

The following table Figure 5.6 provides a complete overview of the data set of external variables, once 

sourced from the different libraries. One further change was made, which was to remove Device Market 

Size, as this variable was representing total population more than any selling context and the range of 

data was so great and so risk a distorting effect on the analyses. 

 

Figure 5.6 Complete data set of external variables used for Clustering (table overleaf due to size) 
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Country

UAE

Argentina

Australia

Austria

Azerbaijan

Belgium

Bulgaria

Brazil

Canada

Switzerland

Chile

China

Colombia

Czech	Rep

Germany

Denmark

Algeria

Ecuador

Egypt

Spain

Finland

France

UK

Greece

Hong	Kong

Hungary

Indonesia

India

Ireland

Israel

Italy

Japan

Kazakhstan

Kenya

South	Korea

Sri	Lanka

Morocco

Mexico

Malaysia

Nigeria

Netherlands

Norway

Pakistan

Peru

Philippines

Poland

Portugal

Romania

Russia

Saudi	Arabia

Senegal

Singapore

Sweden

Thailand

Tunisia

Turkey

Taiwan

Tanzania

Uganda

Ukraine

USA

Venezuela

Vietnam

South	Africa

Region Mkt	Pen Growth ASP Mkt	Size Internet	Pen Urbanization GDP/head Reg	Environ Market	 Operator		 Distrib	Index

Africa 145 4 153.6 886 38 74 27940 5.20 4.84 0 4.0

Americas 97 5 83.4 967 40 89 13310 2.99 3.53 83 3.0

Asia 100 1 196.1 1872 76 91 37090 5.66 5.32 80 4.0

Europe 115 1 121.1 465 57 67 38190 5.72 5.41 86 5.0

Asia 72 54 98.1 148 12 52 10190 3.64 3.82 0 2.4

Europe 93 9 107.7 403 53 97 35480 5.06 5.20 41 5.0

Europe 127 4 96.2 181 30 71 11380 3.22 3.89 0 3.0

Americas 64 8 91.5 4305 22 81 9690 3.82 3.80 64 3.0

Americas 61 8 177.8 1529 66 81 38460 5.26 5.26 76 5.0

Europe 105 -5 157.8 572 69 68 39650 5.90 5.39 68 5.0

Americas 88 1 81.9 522 43 88 13930 4.83 4.93 61 3.4

Asia 40 15 85.6 15253 16 44 5430 3.71 4.26 0 1.3

Americas 76 6 78.7 790 23 72 6800 3.67 3.93 85 2.4

Europe 127 9 104.3 328 50 74 24340 3.84 4.65 75 3.4

Europe 110 5 124.0 4322 65 75 33990 5.83 5.29 52 5.0

Europe 112 1 132.7 439 69 72 37330 6.14 5.43 69 5.0

Africa 82 19 59.5 328 7 58 7740 3.88 3.86 0 1.3

Americas 70 54 68.8 271 11 62 7250 2.93 3.91 100 2.0

Africa 40 14 77.2 641 8 43 5320 4.19 4.03 0 3.0

Europe 107 5 114.1 2920 57 77 29900 4.46 4.59 82 3.4

Europe 113 8 132.7 266 63 62 35365 6.16 5.35 61 5.0

Europe 88 6 112.5 2864 55 77 33270 5.09 5.03 71 5.0

Europe 120 1 143.9 6109 66 90 35070 5.31 5.30 69 4.0

Europe 135 -1 133.0 602 36 59 29570 4.31 4.24 0 3.4

Asia 120 11 208.4 1030 70 100 41940 5.70 5.79 44 5.0

Europe 98 0 100.7 339 35 65 19210 4.14 4.26 73 3.4

Asia 40 20 107.4 2143 9 42 3570 3.90 5.06 0 2.4

Asia 21 13 57.5 5796 5 28 2780 4.32 4.66 0 2.4

Europe 115 1 131.2 373 50 60 43380 5.25 5.41 3 5.0

Asia 124 2 146.2 311 58 92 25892 4.83 5.00 0 4.0

Europe 148 1 122.9 3586 57 68 30670 3.77 4.32 75 4.0

Asia 79 0 401.6 19960 69 79 33610 5.06 5.22 73 4.0

Asia 95 54 98.1 353 8 57 10760 3.67 4.20 0 1.3

Africa 34 59 66.1 270 8 19 1560 3.35 3.97 0 2.0

Asia 88 1 324.7 6404 71 82 24460 5.05 5.23 0 3.0

Asia 41 27 53.7 75 2 15 4220 3.85 4.35 0 1.3

Africa 62 16 62.5 295 18 55 3780 4.09 4.13 99 2.0

Americas 61 8 102.3 2662 22 75 12380 3.62 4.23 96 3.0

Asia 91 5 161.5 882 60 62 13150 5.18 5.20 0 4.0

Africa 28 22 69.3 1173 6 44 1750 3.33 4.19 0 1.3

Europe 104 3 131.3 777 88 65 38760 5.73 5.37 51 5.0

Europe 108 13 137.7 357 88 78 53302 5.82 5.09 0 4.0

Asia 43 31 65.1 700 7 34 2500 3.66 3.95 0 2.0

Americas 48 3 76.7 592 26 73 7990 3.28 4.14 100 2.4

Asia 59 4 105.9 614 15 48 3290 3.42 4.19 38 2.4

Europe 110 8 103.5 1070 37 62 16277 3.65 4.12 76 3.4

Europe 120 2 95.6 523 73 55 21720 4.87 4.59 83 3.4

Europe 98 7 90.8 508 32 55 11350 3.44 4.04 55 2.4

Europe 123 5 105.8 4351 21 73 14660 3.10 3.94 0 1.3

Africa 109 11 175.8 1856 17 81 23100 4.51 4.40 0 3.0

Africa 31 11 75.0 61 5 41 1940 3.40 3.98 5 1.0

Asia 116 2 261.8 613 53 100 41700 6.03 5.76 14 5.0

Europe 114 3 161.0 605 77 84 36610 5.86 5.37 19 5.0

Asia 80 12 124.6 1306 13 33 7810 4.33 4.66 0 2.4

Africa 86 13 70.9 133 16 65 7330 5.16 4.77 0 2.0

Europe 80 13 94.7 1479 23 66 8840 4.13 4.54 0 3.0

Asia 90 4 140.1 1089 67 78 34570 4.55 5.23 3 3.4

Africa 21 35 72.7 211 1 23 1060 3.97 3.92 0 2.0

Africa 13 11 71.7 123 3 12 1020 3.21 3.66 0 2.0

Europe 105 9 113.4 1062 12 68 6940 3.12 3.74 0 1.3

Americas 84 8 147.8 25062 71 79 45820 4.76 5.32 79 5.0

Americas 87 -5 76.1 1029 20 88 12260 2.41 3.28 85 3.0

Asia 31 15 97.0 997 21 27 2580 3.78 4.07 0 2.0

Africa 88 8 94.1 1222 12 53 9810 4.55 4.73 74 3.4
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Having eliminated Device Market Size due to its potential to skew the data, the following Table 5.7 

provides a summary of the characteristics of the 10 variable data set prepared for the crucial clustering 

exercise. Several of the variables are 0-10 scales or percentage ratios; the two main variables that are 

open-ended numbers are Average Selling Price (ASP) and Gross Domestic Product per Head (GDP), 

which do not have sufficient variance to skew the data. 

 

Table 5.7 Key characteristics of the data set 

 

 

 

The data set is now ready for analysis. 

 

 

 

 

 

 

 

 

 

 

Min.			 	1st	Qle 	Median	 Mean			 	3rd	Qle 	Max.			
Market	penetration 13 62 89 86 111 148
Market	growth -5 3 8 11 13 59
ASP 53.70 81.10 105.00 119.30 134.20 401.60
Internet	penetration 1 13 34 37 61 88
Urbanization 12 55 68 64 78 100
GDP 1020 7172 13620 19547 34135 53302
Regulatory	Environment 2.4 3.7 4.3 4.4 5.2 6.2
Market	efficiency 3.3 4.0 4.6 4.6 5.2 5.8
Operator	control 0 0 29 37 74 100
Distribution	index 1.0 2.3 3.0 3.2 4.0 5.0
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5.3 Factor Analysis of external ‘sales context’ variables 

Having established the reliable and normalized data set of external sales-context variables, a sequence 

of statistical analysis will be carried out to test the second hypotheses: 

 

H2 If external sales-contextual variables are segmented, then they will create distinctly correlated 

clusters of sales units that have homogeneous characteristics within each cluster that are 

independent of geographic proximity 

 

In order to simplify the calculation and presentation of a clustering of a sample of 64 countries and 10 

variables there are various techniques available to determine the number of correlated variables, called 

‘factors’.  Factors are unobserved variables present in the full data set. Factor Analysis seeks correlation 

and variation in the reported data to produce a lower number of unobserved latent variables. The net 

result of finding interdependency in the large data set is a reduced number of variables or factors that 

can be used to explain and present the data in a clearer manner (Tabachnick & Fidell, 2013). 

 

The ‘factors’ are composite variables that summarise the information from each original external variable 

and combine it into a single variable, which are then used as underlying variables to create the statistical 

clusters of countries. This ‘factorisation’ is important as entering many variables into a Cluster Analysis 

can lead to one variable having an excessive influence on the way in which countries are assigned to 

groups. By decreasing the original set of variables into a smaller number of factors, the risk of a 

dominant variable influencing the clustering is reduced.   

 

Given the centrality of the segmentation outcome to the organizational design the Factor Analysis 

requires considerable justification and triangulation at each stage of the statistical process. 
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5.3.1 Sample size and sample adequacy  

For Factor Analysis to be robust sample selection and sample adequacy should be checked, (Reise, 

Waller & Comrey, 2000). The minimum ratio of sample size (N) to variables (p) has been long debated, 

which Osborne & Costello (2004) summarize: if a set of variables is closely correlated the number of 

cases required to identify and measure their association will be small, whereas if the set of variables is 

loosely correlated a larger number of observations will be required. Osborne & Costello (2004) conclude 

sample size drives confidence in Factor Analysis output, a ratio of 5:1 sample size to variables is 

considered the minimum. Here the ratio of sample size to external variables is 64:10 and so exceeds the 

Osborne & Costello (2004) threshold of 5:1. Lee & Comrey (1979) also recommend a minimum sample 

size for Factor Analysis of 50.  

 

In addition to the simple test for sample size, there are statistical tests in SPSS that are often reported 

together to indicate whether a sample is suitable for Factor Analysis. Figure 5.6 below shows both the 

Kaiser-Meyer-Olkin (KMO) and Bartlett's Test of Sphericity measure the strength of the relationship 

among variables. Kaiser (1974) recommends a KMO measure of sampling adequacy on the following 

scale: 0.5 as minimum (barely accepted), values between 0.7-0.8 acceptable, and values above 0.9 are 

superb. Bartlett's tests the hypothesis that the correlation matrix is an identity matrix, where all diagonal 

elements are 1 and all off diagonal elements are 0, and Bartlett’s tests seeks to reject the null 

hypothesis.  

 
Figure 5.8 KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy .876 
Bartlett's Test of Sphericity Approx. Chi-Square 557.022 
 df 45 
 Sig. .000 
 
From Figure 5.8, we can see that KMO is 0.876 and so more than passes the ‘acceptable’ threshold and 

that the Bartlett's test of also supports sampling adequacy given the probability of an identity matrix is 

calculated as p< 0.000.  Hence, the KMO and Bartlett’s tests support the sample size and sample 

adequacy for Factor Analysis to proceed. 
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5.3.2   Factor Analysis and choice of extraction methods 

There are 2 main ways of reducing the number of variables in a large data set, Principal Component 

Analysis (PCA) and Principal Factor Analysis (PFA, sometimes shortened to FA or alternatively called 

Principal Axis Factoring, PAF in SPSS acronyms). In the simplest of terms PCA is an empirical reduction 

of the number of variables according to their correlation, PAF is a theoretical reduction of the number of 

variables based on relationships to unobserved latent variables, (Tabachnik and Fidell, 2013). To bestow 

validity on a study to which Factor Analysis and Cluster Analysis is so central to the outcome, the 

decisions of which factorization methods and how many factors are discovered are critical and will be 

explained in full. 

 

Lee and Comrey (1979) make recommendations of what to prepare for in the use of PCA or PAF: 

generate a broad data enquiry to try to include all relevant factors, beware of complexity of variables 

(defined by the number of factors which a variables correlates with) and conclude of the PCA and PAF 

choice that there is no objectively ‘correct’ solution. PCA is generally considered better for examining 

structure and how variables relate to one and another, (Gorsuch, 1990) and (Tabachnick & Fidell, 2013). 

 

In summary, the selection between PCA and PAF is contingent on the purpose. ‘If you have designed 

your study on the basis of underlying constructs expected to produce scores on observed variables, FA 

(PAF) is your choice. If you want an empirical summary of the data PCA is the better choice’ (Tabachnik 

& Fidell, 2013, 640). Widaman (1993) also suggests PCA should not be used where latent constructs are 

believed to be present. Velicer & Jackson (1990), in a meta analysis of research to that date argue there 

is little basis for preference between PCA and FA (PAF), though Bentler and Kano (1990) show that ‘a 

general equivalence of results’ is not expected in all samples. In this study PCA is presented in Figure 

5.7 as the more suitable method over PAF in the factorization process as there are no latent constructs 

anticipated in the external context data set and the purpose of factorisation is a simplification of data for 

the purposes of Cluster Analysis. PAF will also be calculated as a triangulation of the PCA results. 
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Figure 5.9 Principal Component Analysis (PCA) 
 

Figure 5.9 is the Eigenvalue table that explains the “% of Variance” of the data by each factor or 

‘component’, the first 2 components account for 73.375% of total Variance.  Scores below 0.400 are 

usually eliminated anyway as not significant. 

 

For comparison and triangulation purposes a PAF extraction was also run on the data set. The 

Eigenvalues are identical using PAF or PCA, which is an expected result as the Eigenvalues are 

calculated in the same way. Figure 5.10 below shows that for PAF the same loadings are calculated as 

using the preferred method of PCA 

 

Figure 5.10 Comparison of PAF and PCA results 

	 PCA	Component	Initial	
Eigenvalues	

PAF	Factor	Initial								
Eigenvalues	

	 %	of	Variance	 Cum	%	 %	of	Variance	 Cum	%	
1	 60.347	 60.347	 60.347	 60.347	
2	 13.208	 73.375	 13.208	 73.375	

 

 

Component 

Initial Eigenvalues Extraction Sums of Squared Loadings 

Total 
% of 

Variance 
Cumulative 

% Total 
% of 

Variance 
Cumulative 

% 
1 6.035 60.347 60.347 6.035 60.347 60.347 
2 1.303 13.028 73.375 1.303 13.028 73.375 
3 .767 7.671 81.046    
4 .600 5.997 87.044    
5 .559 5.593 92.637    
6 .256 2.558 95.195    
7 .189 1.893 97.087    
8 .142 1.420 98.508    
9 .078 .776 99.284    
10 .072 .716 100.000    
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Whilst for this research it has been shown that the choice of PCA versus PAF is a secondary 

consideration, other methodology decisions may affect the outcome more.  Velicer & Jackson (1990: 21) 

conclude that ‘the number of factors and the method of rotation’ are more critical than the choice 

between PCA and PAF. Conway & Huffcutt (2003), in a meta-analysis of Factor Analysis, note the 

improved performance of Factor Analysis in management research though urge great care in the 

selection and deployment of methods. Preacher & MacCallum (2003:13) warn that ‘poor decisions 

(about) the criteria used to decide how many factors to retain, and the rotation method can have drastic 

consequences for the quality and meaningfulness of factor analytic results’, again this is a critical 

justification of the method as the results will be used to determine the structure and processes in country 

market units. So, the next key decision is to how many factors to retain. 

 

There are multiple methods for determining how many factors to retain. Zwick & Velicer (1986) 

systematically compared 5 rules for determining the number of factors to retain: Horn’s (1965) Parallel 

Analysis (PA), Velicer’s (1977) Minimum Average Partial (MAP), Cattell’s (1966) scree test, Bartlett’s 

(1950) chi-squared test and Kaiser’s (1960) eigenvalue greater than 1 rule (K1). In order of performance 

Zwick & Velicer (1986) ranked the methods as follows: PA and MAP were generally the best, followed by 

scree, chi-squared and K1. Hayton, Allen & Scarpello (2004) also show the superior accuracy of PA. 

 

Firstly, this study will use two of the simpler methods: Cattell’s (1966) scree test, which seeks the ‘elbow’ 

(point of inflexion) in the line graph of eigenvalues. The source of error in this method is that the 

selection of the ‘elbow’ is visually subjective. The ‘elbow’, the greatest change of gradient, is reasonably 

clearly seen below as after Factor 2. 
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Figure 5.11 illustrates that Cattell’s Scree plot demonstrates that Kaisers (1960) K1 ‘eigenvalues greater 

than one rule’ supports the recommendation of a 2 Factor solution. Eigenvalues are considered 

important as they account for how much of each unit of the total variance is explained by each factor, 

and from PCA and PAF the first 2 Factors account for 73.375% of the total variance. 

 

Given the number of factors has such significant consequences on the analysis it is considered 

necessary to validate the calculation of the number of factors with a statistical process, and Parallel 

Analysis (PA), (Horn, 1965) was the most recommended method by Zwick & Velicer (1986). PA plots 

the observed eigenvalues from the data set over those eigenvalues calculated from random 

uncorrelated normal variables. Factors are kept where the eigenvalue is bigger than the 95th percentile 

of eigenvalues derived from the ‘parallel’ random data plot, per the recommendations of O’Connor 

(2000). 
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Figure  5.11 Cattell's Screeplot 
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Figure 5.12 illustrates that the Parallel Analysis also clearly supports the retention of 2 Factors. Hence, 

as 3 methods have triangulated the same recommendation, (i.e.) that 2 Factors are retained, the 2 

Factor solution is justified sufficiently to proceed to the next step of the analysis. 

 

The next stage of analysis investigates to what extent a 2 Factor model represents the external-context 

data set. The Communality Table is a measure of the proportion of variance explained by the extracted 

factors (Field, 2009, 637), in other words the common variance is the part of the total variance shared 

with other variables. Figure 5.13 is the Comparison of Communalities, and shows that for example 

57.9% of Market Penetration is accounted for by the Factors. 

 

The outcome in Figure 5.13 that 6 of the variables have Communalities that are greater than 0.7 is a sign 

that the selected Factors represent the variables very well. Furthermore, that none of the extractions are 

below 0.499 is also a positive indicator that the 2 Factor model is representative. Field (2009:638) 

suggests that with Communalities <0.4 the choice of factorization method between PCA and PAF may 

be significant, a threshold this PCA data set is above, and hence a further triangulation that the choice 

between PCA and PAF has little relevance to the outcome in this case. 
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Figure 5.12 Parallel Analysis 

Random data Factor analysis 
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Figure 5.13 Comparison of Communalities for PCA and PAF Extraction 

 

 

 

The next stage of analysis is the Unrotated Component Matrix (extracted from PCA) shows how the 2 

Factors (or Components) correlate with variables, in Figure 5.14 below. The Unrotated Component 

Matrix shows that all the variables are correlated with Extracted Factor 1 and 5 variables are correlated 

with Extracted Factor 2, defined on the basis that correlations < 0.300 are considered weak. As 

expected, most variables load highly onto the first factor as that factor accounts for the largest proportion 

of variance and has the highest Eigenvalue. 

 

Figure 5.14 Unrotated Component Matrix (PCA extraction)  
 Component 
 1 2 
MktPen .711 -.272 
MktGrowth -.621 .337 
ASP .680 .265 
InternetPen .935 -.004 
Urbanization .753 -.396 
GDP .939 .071 
RegEnviron .835 .413 
MktEfficiency .842 .419 
Operator Control .350 -.733 
Distribution index .912 .017 

 

Initial Extraction 
PCA Initial Extraction 

PAF
MktPen 1 0.579 MktPen 0.606 0.534
MktGrowth 1 0.499 MktGrowth 0.389 0.383
ASP 1 0.533 ASP 0.498 0.404
InternetPen 1 0.874 InternetPen 0.857 0.874
Urbanization 1 0.723 Urbanization 0.645 0.735
GDP 1 0.886 GDP 0.891 0.884
RegEnviron 1 0.868 RegEnviron 0.869 0.899
MktEfficiency 1 0.885 MktEfficiency 0.872 0.929
OperatorControl 1 0.66 OperatorControl 0.414 0.251
Distribution index 1 0.832 Distribution_index 0.845 0.815
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The Unrotated Factor Matrix (from PAF) and the Unrotated Component Matrix (from PCA) are broadly 

analogous as the final source of ‘factors’ or ‘components’. Figure 5.15 below shows that the loadings on 

the first factors and second factor are similar in the PAF extraction case and the PCA case. 

 

Figure 5.15 Unrotated Factor Matrix (PAF Extraction) 
  Factor 
  1 2 
MktPen .667 -.299 
MktGrowth -.566 .249 
ASP .627 .104 
InternetPen .934 -.048 
Urbanization .729 -.451 
GDP .940 .012 
RegEnviron .842 .435 
MktEfficiency .854 .448 
OperatorControl .311 -.393 
Distribution index .903 .012 
  

Finally, a correlation for PCA and PAF factor/component scores for each countries data produced a very 

strong correlation between the 2 methods of establishing Factors, which are shown in Figure 5.16 and 

Figure 5.17.  The two methods produce a 0.992 correlation for Factor 1 and a 0.853 correlation for 

Factor 2. 
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Figure 5.16 Correlation between PCA and PAF for Factor 1 

 

Figure 5.17 Correlation between PCA and PAF for Factor 2 

 

 

In summary this section 5.3.2 has shown that a 2 Factor solution is the optimal way of representing the 

data, and has triangulated this critical decision using different relevant statistical methods to show that 

the 10 variables can be adequately represented by 2 Factors. This section has also shown that the factor 

validity holds independently of the extraction method, PCA or PFA.  

 

 
 

Figure 5.15  Correlation between PAF and PCA for Factor 2 
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5.3.3 Choice of Rotation method 
 
The aim of Rotation is to make it easier to interpret the factors extracted from the data, ‘rotation is used 

to improve the interpretability and scientific utility of the solution’ (Tabachnik & Fidel, 2013:642). Rotation 

follows factorization and seeks to maximize high correlations between factors and variables and to 

minimize low ones (Tabachnik & Fidell, 2013:625). Rotation is defined as ‘several methods in Factor 

Analysis by which the researcher attempts to relate the calculated factors to theoretical entities. This is 

done differently depending upon whether the factors are believed to be correlated (oblique) or 

uncorrelated (orthogonal).” (Vogt, 1993:91). As the definition implies there are two main types of rotation: 

orthogonal and oblique.  

 

The theoretical goal of Rotation is to seek a ‘simple structure’ from a complex data set. Bryant & Yarnold 

(1995:132) define simple structure as: ‘A condition in which variables load at near 1 (in absolute value) 

or at near 0 on an eigenvector (factor). Variables that load near 1 are clearly important in the 

interpretation of the factor, and variables that load near 0 are clearly unimportant’.  Thurstone (1947) is 

often seen as the originator of the five tests for the achievement of a simple structure. 

 
1. Each variable should produce at least one zero loading on some factor. 
2. Each factor should have at least as many zero loadings as there are factors. 
3. Pair of factors should have variables with significant loadings on one & zero loadings on the other. 
4. Each pair of factors should have a large proportion of zero loadings on both factors 
5. Each pair of factors should have only a few complex variables 

In summary, Rotation adjusts the way in which the underlying variables contribute to the factors 

extracted. It does not affect the overall fit of the factors (i.e. how much variance they explain in the 

underlying variables); rather, it clarifies how factors are loaded on to the variables. In SPSS orthogonal 

rotation is usually done with ‘Varimax’ rotation method, which, seeks to maximize the variance of factor 

loadings by making high loadings higher and low ones lower for each factor. There remains debate 

about the most suitable method, Preacher & MacCallum (2003:40) recommend orthogonal rotation on 

the basis that ‘factors are rarely if ever uncorrelated in empirical studies’. 
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Rotated matrices will now be represented in Figure 5.18, with the intention of making the two 

Components (or Factors) more distinct. The primary choice as discussed is the orthogonal rotation using 

Varimax rotations as it seeks to create uncorrelated factors.  

 

Figure 5.18 Rotated Component Matrix (PCA extraction, Orthogonal Varimax Rotation) 

 Component 
 1 2 
MktPen .444 .618 
MktGrowth -.333 -.623 
ASP .713 .153 
InternetPen .778 .518 
Urbanization .411 .745 
GDP .823 .457 
RegEnviron .924 .114 
MktEfficiency .934 .114 
OperatorControl -.111 .805 
Distribution_index .771 .487 
 
 

 
So, are Thurstone’s (1947) five tests for the achievement of a simple structure met? 

For a solution with 2 Factors the first three criteria are most relevant, the last two criteria are more 

appropriate for solutions with 4 or more factors. 

 
“1. Each variable should produce at least one zero loading on some factor.” 
Factor 1 has 2 low loadings, Factor 2 has 3 low loadings, and zero loading is a theoretical target. 
 
“2. Each factor should have at least as many zero loadings as there are factors.” 
If we accept <0.125 as a low loading then this test is met. 
 
“3. Each pair of factors should have variables with significant loadings on one 
and zero loadings on the other” 
Nine of the ten variables have high/low complementary loadings on each Factor. 
 
 
Hence, we can deduce that as Thurstone’s tests are met and that the Orthogonal rotation has produced 

a ‘simple structure’, which means the data set has little overlap. 
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Rotated Components factor scores can be derived by other methods such as orthogonality (i.e., 

independence) of factors can be an unrealistic assumption. Alternative oblique rotations are inclusive of 

orthogonal rotation, and so preferred. So, using PCA extraction, does oblique rotation by direct oblimin 

produce significantly different results to using orthogonal varimax rotation? The results are shown in 

Figure 5.19 below and are for the 2 extracted Factors, where the correlations are r=0.962 for Factor 1 

and r=-0.993 for Factor 2. The downward slope is inconsequential, the correlation between methods is 

very strong.  

 

Figure 5.19 Correlation of Oblique rotation and Orthogonal rotation components 

 
 
 
 

Finally, does the choice between PCA and PAF become significant with orthogonal rotated Factors?  

The analysis below in Figure 5.20 shows the correlations for rotated Factors derived by PCA and PAF. 
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Figure 5.20 Correlation of rotated components and rotated factors 

 
 
 
The preceding charts compare the Factor/Component scores obtained using PCA and PAF factorization, 

after orthogonal rotation. The Factor/Component scores for each country are compared in the two charts 

above. There is clearly a strong correlation. The actual correlation coefficients are r=0.954 (p<0.000) for 

factor 1 and r=0.888 (p<0.000) for factor 2, which demonstrates that per Velicer & Jackson (1990: 21) 

and Field (2009, 638), the choice of PCA or PAF does not significantly affect the outcome for a data set 

of this type and size, whether the comparison is made before or after rotation.  

 

In summary, 5.3 Factor Analysis, the reduction of 10 variables identified by Country Heads to 2 Factors 

as the basis of segmentation is critical, so must be demonstrably sound and triangulated.  The 

conclusion of the 2 Factor solution is a robust basis for further calculations and decision-making. 
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5.4. Cluster Analysis 

Section 5.3 simplified the data set into two Factors to make further modelling of the data more 

manageable. To seek homogenous groups of countries requires a further technique, and Cluster 

Analysis is a method that seeks to identify groups of similar items in a data set. There is a proliferation of 

clustering methods, with no definitive ranking of effectiveness. Rand (1971) tried to evaluate the different 

techniques in the earlier years of development of Cluster Analysis, though the increase in availability of 

computer based statistical tools led too much wider deployment. A defining paper of the use of Cluster 

Analysis in Strategic Management was written by Ketchen & Shook (1996), which outlined the optimum 

methodology and assessed the use of clustering in 45 studies in published papers to develop warnings 

to avoid poor implementation.  

 

Cluster Analysis as a tool in strategic management had its critics, for example Barney & Hoskisson 

(1990: 199) asked ‘do cluster solutions represent the actual structure of groups’ or are they ‘artefacts of 

analysis’, warning of the difference between assuming groups exist rather than testing for group 

existence, supported by Meyer (1991) who also cast doubt on the efficacy of much strategic research to 

that point, specifically criticizing the ‘methodological stigma’ associated with Cluster Analysis. Even 

Cluster Analysis advocates Ketchen & Shook (1996:453) point out that the techniques biggest flaw is 

‘reliance on researcher judgment’, for example researcher interpretation cannot be triangulated with a 

test statistic and that groupings may emerge from raw data when no real groups exist.  

 

So, Cluster Analysis, along with any statistical method, should be deployed with caution, and considering 

the flaws in the technique reported in the literature and the triangulation and validation methods 

available. Ketchen & Shook (1996) describe the ‘unparalleled ability’ of Cluster Analysis to group data in 

a potentially meaningful way and given the requirement to create groups of homogenous clusters to test 

the research question, it shall be deployed with rigour and triangulation of method at each stage. 
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5.4.1 Choosing the appropriate type of Cluster Analysis 

There are a number of decisions to make in deploying Cluster Analysis. Firstly, which type of Cluster 

Analysis is most appropriate for the research question?  There are two main types of Cluster Analysis, 

hierarchical and non-hierarchical: 

1) Hierarchical algorithms are based on distance measurements between data points, and then clusters 

are formed by seeking the shortest distances between variables. Data-points are then ‘agglomerated’ by 

creating a new cluster, or adding to an existing cluster, which is repeated to assign all data-points. 

2) Non-hierarchical algorithms allow the researcher to pre-determine the number of clusters. The 

statistical basis of k-means is centroid-based, meaning that calculations to create the cluster are based 

on data points being assigned to the to the cluster with the nearest mean, such that the squared 

distances from the data point to the cluster centre are minimized. K is the number of clusters selected by 

the researcher, which can be a problem because ‘cluster analyses are often exploratory’ (Ketchen & 

Shook, 1990: 446). 

 

Which is the best method for this study; hierarchical or non-hierarchical?  Non-hierarchical methods have 

2 main benefits, data-points can switch cluster membership which also reduces impact the of outliers, 

and due to their iterative nature non-hierarchical solutions produce better intra-cluster homogeneity and 

inter-cluster heterogeneity. There are key limitations on non-hierarchical methods as they do not 

facilitate the exploration of relationships between clusters and within clusters and they tend to produce 

elliptical clusters, though for this research the lack of relationships between clusters and elliptical clusters 

are not a hindrance, the requirement of the Cluster Analysis is only cluster membership per se. 

 

With non-hierarchical they may be an inductive or theoretical reason for selecting the number of clusters 

and the algorithm. The important theoretical reason for preferring non-hierarchical clustering in this study 

is that the this technique statistically seeks to maximize within-cluster homogeneity as its single criterion, 

which relates directly to the intention to group similar country market units together for the purpose of 

efficiency from shared processes. 
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For both the methods of clustering used and the selection of the number of clusters, a combination of 

methods and validity checks to test consistency is recommended (Punj & Stewart, 1983). Hence, this 

section will run multiple methods to triangulate the choice of the number of the clusters emerging, as the 

number of clusters is absolutely central to the subsequent re-organization of the case study organization. 

Two recommended methods of validity (Punj & Stewart, 1983), are “split samples”, which this study has 

insufficient data to carry out, and running different methods to check for consistent results, which will be 

demonstrated later in this section. 

 

The second critical question when deploying Cluster Analysis is determining the number of clusters, 

again the use of multiple methods is recommended to increase confidence in the results, (Punj & 

Stewart, 1983). With hierarchical methods the first step is to inspect the output, usually on a 

dendrogram. It is recommended that a hierarchical method be used to produce a guide to the ‘correct’ 

number of clusters to use. A dendogram shows the agglomeration sequence in which potential clusters 

are identified along one axis and the dissimilarity level of clusters on the other axis, the output is a ‘root 

and branch’ like diagram. In Figure 5.21 below 3 discrete clusters emerge from the dendogram of the 

Wellington data set. 

 

 

<< left blank intentionally due to size of next Figure >> 
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Figure 5.21 Dendogram for Hierarchical Clustering 

 

 

 

3 clusters are formed in the branches of the dendogram, illustrating the first clustering method suggests 

a 3 cluster solution is the most appropriate model for segmentation based clustering of the country 

market units. 
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A further potential hierarchical triangulation method in selecting the appropriate number of clusters is a 

scree plot based on the agglomeration coefficient, which is the squared Euclidean distance between the 

two clusters that the clustering method is attempting to combine. Large agglomeration coefficients are 

produced from joining very different clusters, whereas similar clusters merging produce a small 

coefficient. Figure 5.22 below presents the scree plot for the Wellington data set. 

 

 

 

 

 

 

 

 

 

 

 

Figure 5.22 clearly shows the ‘elbow’ after 3 clusters, which means the point at which clusters become 

very similar, and so the scree plot is also supporting the findings from the dendogram. 

 

Having used hierarchical techniques to suggest a 3-cluster solution might be the ideal, does that fit with 

the underlying theory of the research? Currently Wellington is organized in 4 continent based clusters, 

with each continent developing its own processes and very little knowledge sharing outside of those 

geographic boundaries. If the new clusters are to be a source of efficiency it is logical that the number of 

sets of ‘common operating routines’ does not increase beyond 4, as that could be inherently more 

expensive to operate. If efficiency is to be found from the cluster based sales-process led organization, 

then a maximum of 4 clusters should be used, and ideally 3 clusters as that would reduce the 

development and operating costs of each ‘set’ of ‘common operating routines’. 
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Figure 5.22 Scree plot of Agglomeration Coefficient 
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The non-hierarchical method of K-means will now be used to identify the potential clusters of countries 

based on the factors from the Factor Analysis that represent their external sales context, where K is pre-

determined as 3 based on the hierarchical clustering evidence, to produce the optimum cluster solution. 

 

The following plot in Figure 5.23 of countries illustrated by continent, on the two Factors from 

Factorization in section 5.3, shows how mixed, or crucially dissimilar, the constituent countries of each 

continent are. 

 

Figure 5.23  “Before K-means” plot of countries by continent 

 

The same Factors will now be subjected to a K-means clustering to identify the clusters that will form the 

basis of the ‘common operating routines’, shown in Figure 5.24 below. 

	



 
 
 
 

 181 

Figure 5.24 “After K-means Clustering” plot of countries by Cluster 

 

The scatter plot in Figure 5.24 also shows the emergence of 3 discrete clusters, containing a mix of 

countries from each continent. Figure 5.25 below shows how the countries are distributed by continent 

into each of the 3 clusters.  This clustering outcome based on external ‘sales-context’ variables 

demonstrated that the selling conditions in countries were similar in countries that were geographically 

separate in many cases. In order to confirm H2 If external sales-contextual variables are segmented, 

then they will create distinctly correlated clusters of sales units that have homogeneous 

characteristics within each cluster that are independent of geographic proximity, the results will be 

presented by continent to demonstrate that the clustering output is independent of geography. 
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Figure 5.25 the cluster solution for country market units, by continent 

 

This table shows a good spread and mix of countries and continents across the 3 clusters. Hence, H2 is 

upheld to be true in the 3-cluster model. Of possible further interest, it is noted that there are 8 outlying 

countries that have moved away from a dominant continental group: Morocco, South Africa, Philippines, 

Turkey, Saudi Arabia, UAE, Canada and USA. 

 

 

Cluster Africa Asia Europe Americas 

1 

Morocco 
South Africa 

Philippines Bulgaria 
Czech Republic 
Hungary 
Italy 
Poland 
Portugal 
Romania 
Russia 
Spain 
Ukraine 

Argentina 
Brazil 
Chile 
Colombia 
Ecuador 
Mexico 
Peru 
Venezuela 

2 

Algeria 
Egypt 
Kenya 
Nigeria 
Senegal 
Tanzania 
Tunisia 
Uganda 

Azerbaijan 
China 
India 
Indonesia 
Kazakhstan 
Pakistan 
Sri Lanka 
Thailand 
Vietnam 

Turkey  

3 

Saudi Arabia 
UAE 

Australia 
Hong Kong 
Israel 
Japan 
Malaysia 
Singapore 
South Korea 
Taiwan 

Austria 
Belgium 
Denmark 
Finland 
France 
Germany 
Greece 
Ireland 
Netherlands 
Norway 
Sweden 
Switzerland 
UK 

Canada 
USA 
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5.4.2 Cluster validation techniques 

Having established a 3-cluster solution of countries from the K-means, it should be tested whether the 3-

cluster solution has validity before embarking on a significant investment in re-organization a large MNC. 

There are several methods that can test the validity of the cluster solutions from K-means clustering. 

There is a choice between Internal and External validation of the clusters, External validation is derived 

from prior knowledge of the clustering data, whereas Internal validation is based on the information 

intrinsic to the data.  Rendón, Abundez, Arizmendi & Quiroz (2011) found that when clusters of the K-

means algorithm were tested for clustering validity using internal indexes, 77% of accuracy was 

obtained; and 62% with external indexes. As there were no suitable additional variables from prior 

knowledge with which to run external validations and based on Rendón, Abundez, Arizmendi & Quiroz 

(2011), internal validation methods will be pursued. 

 
 
Maulik & Bandyopadhyay  (2002) evaluated three of the more commonly used cluster internal validity 

indices,  Davies-Bouldin Index (DBI) (1979), Dunn's index and the Calinski-Harabasz Index (CHI), 

comparing the effectiveness of the different validity indices and with the number of clusters varying from 

two to ten. DBI is recommended for a data set of the type under review, supported by further 

developments that followed in the validity of Cluster Analysis as its deployment as a technique spread 

across many disciplines (Halkidi, Batistakis and Vazirgiannis, 2001). 

 

DBI also fits with the theoretical goal to find tight clusters, as DBI is broadly a function of the within-

cluster scatter versus intra-cluster separation. Hence, we are looking for a low DBI score that indicates a 

‘better’ cluster, so DBI is run across a different number of Clusters and presented below in Figure 5.26. 
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Figure 5.26 Davies-Bouldin Index for different cluster solutions

 

Figure 5.26 above shows that for K-means the DBI is clearly optimized for a 3-cluster solution. There is a 

minor difference between the DBI for Hierarchical clustering which has a 2-cluster solution at a slightly 

lower DBI than the 3-cluster solution, and the dendogram that clearly produces 3 clusters. This is 

explained by the combination of 2 clusters in hierarchical being slightly tighter than the 3-cluster model, 

though the large increase in DBI is from 3 to 4 clusters on hierarchical clustering DBI. It is concluded that 

the DBI validity measure adds statistical weight to the theoretical decision underpinning the K-means 

recommendation of K=3 to propose an optimum 3-cluster solution. 
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Given the importance of selecting the number of clusters further triangulations were carried out. A 

second of the well regarded cluster validity indices were used, the Calinski-Harabasz Index (CHI). CHI 

produced similar results, presented in Figure 5.27, also recommending a 3-cluster K-means solution. 

 

Figure 5.27 Calinski-Harabasz Index for different cluster solutions 

 

DBI and Figure 5.27 above show that CHI, like DBI, also presents the optimum validity for a 3-cluster K-

means solution. Further methods will test the ‘significance’ of the clusters formed, which use different 

methods to CHI and DBI, which will also be presented. It should be re-stated that because an entire 

organizational restructuring, an expensive investment causing disruption and change for many 

employees, is being carried out based on the findings of the Cluster Analysis, the validity of the number 

of clusters is very important and hence should be triangulated by the test of different validity methods. 
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Rousseeuw (1987) introduced the ‘silhouette’ that represents tightness within clusters and separation 

between clusters, and shows which objects are within or at the edge of a cluster, creating an 

‘appreciation of the relative quality of the clusters’ (1986:53). The ‘average silhouette width’ (ASW) is an 

evaluation of clustering validity and might also indicate the number of clusters. Silhouette Analysis (SA) 

calculates Si, a ratio based on proximity of points within cluster and distance to points outside of the 

cluster, in other words a measure of how well an object fits inside its cluster, ‘silhouettes are useful when 

one is seeking compact and clearly separated clusters’, (Rousseeuw, 1987:55), the precise requirement 

to predicate a major MNC restructuring. Critically in terms of SA as a validity technique its calculations 

are based purely on the data, independent of the clustering algorithm. SA is interpreted by using the 

following guidance, Silhouette Width optimizes inter-cluster proximity over intra-cluster dissimilarity and 

0.7 is considered the significance and quality threshold for ‘excellent clusters’ to have been formed 

(Rousseeuw, 1987). 

 

Using Silhouette Analysis as a cluster validation technique also allows a comparison to be made 

between the k-means clustering solution and the hierarchical clustering methods. The DBI and CHI have 

both validated the outcome for a 3-cluster solution using k-means. Figure 5.28 overleaf presents 3 

different Silhouette Analyses to show the 2, 3 and 4 cluster solution based on hierarchical clustering. 

 

The ‘average silhouette width’ (ASW) for  4 and 2 clusters solutions is significantly behind the 3-cluster 

solution, which further triangulates that the 3-cluster solution is the optimum solution. The 3 cluster 

solution derives ASW= 0.77 which is considered a ‘significant’ cluster, as Rousseeuw (1987:59) 

demonstrates that high silhouette width overcomes the problem of ‘weak’ and ‘artificial’ clusters’ that 

would throw up narrow silhouettes. This is also an important validation of 3 clusters as the Silhouette 

Analysis is a hierarchical method of clustering. In summary, all three of the validation methods support a 

3-cluster model, and also demonstrate that k-means and hierarchical clustering produces consistent 3-

cluster outcomes. 
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Figure 5.28 Silhouette Analysis for different cluster solutions 

 

 

 



 
 
 
 

 188 

5.4.3 Do the Clusters produce valid Groups with the external variables  

If the clusters are to be used to develop theory and support managerial decision making they should also 

be evaluated for significance (Bock, 1985), for example by comparing the Mean Squared Errors (MSE) 

for the 10 variables by country in their original state by continent and in the proposed clusters. The 

following Figure 5.29 shows that the Within Group MSE for each variable in the Clusters has reduced 

compared to the Regions, which means that the Clusters are more homogeneous Groups than the 

original Regions in terms of intra-Group similarity. 

 

Figure 5.29 Within Group Mean Squared Errors 

  Regions Clusters 
Average Selling Price 3328.9 2009.846 
Distribution index 1.249 0.47 
Gross Domestic Product 166172385.3 48337205.17 
Internet Penetration 490.0 202.034 
Market Efficiency 0.4 0.139 
Market Growth 169.4 121.821 
Market Penetration  729.5 560.697 
Operator Control 939.2 770.524 
Regulatory Environ 0.8 0.306 
Urbanization 352.9 180.658 

 

The following Figure 5.30 shows that the MSE for each variable in the Clusters has reduced compared to 

the Regions, which means that the Clusters are more heterogeneous Groups than the original Regions 

in terms of inter-Group difference. 

Figure 5.30 Between Group Mean Squared Errors 

  Regions Clusters 
Average Selling Price 8492.948 51305.978 
Distribution Index 7.666 34.636 
Gross Domestic Product 1224410427 5347502443 
Internet Penetration 4336.984 15044.172 
Market Efficiency 1.204 8.29 
Market Growth 638.769 2325.18 
Market Penetration 8700.099 17834.245 
Operator Control 11230.618 21520.029 
Regulatory Environ 2.421 19.595 
Urbanization 2194.55 8368.797 
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5.5     Internal variables 

This section explores the identification and changes in internal ‘sales-context’ variables to assess 

whether meaningful change occurred after adopting the new segmentation model. 

 

5.5.1   Identification and sourcing of internal ‘sales-context’ variables 

Having established a potentially new way of segmenting countries based on ‘sales-context’ external 

variables, a 2nd sub question is asked to determine the key internal sales metrics that represent the costs 

incurred on the key selling processes. Changes in the costs before and after deploying a potential 

alternative method for organizing sales-led market units, other than geographical proximity, may exist if 

‘common operating routines’ (Nelson & Winter, 1982) can apply in countries where a similar selling 

environment exists. 

 

The Country Managers are measured on broadly the same criteria, and potentially use similar variables 

for decision support. Therefore it is hypothesized that:  H3 If Sales Executives are asked to identify 

internal decision making cost variables that impact on their business, then they will choose 

similar variables 

The same Country Managers were asked independently to name the key internal variables they are 

managed by and use for decision-making in their country business units.  

 

Figure 5.31   Internal variables used for sales decision-making 

Internal sales – context variables Description 

Cost of trading with distributors Discount and investment to distributors 

Cost of merchandising material Merchandising costs for in-store display 

Cost of sales technology Technology costs of sales force management 

Sales labour cost Internal Sales personnel 

Merchandising labour cost Insourced and 3rd party in-store labour 
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These variables were then grouped together and normalized as a percentage of sales revenue per 

country, with a set currency conversion factor as all internal costs are $US.  

 

Figure 5.32   Summarized Internal variables used for sales decision-making 

Internal sales-context variables Summary description 

Cost of trading with distributors Channel Marketing costs 

Cost of merchandising material 

Cost of sales technology Technology costs of sales force management 

Sales labour cost Sales and Distribution Labour Costs 

 Merchandising labour cost 

 

Given the Country Managers all work for the same MNC it is to be expected that they come up with a 

similar short list of key internal variables. The managers were then asked to mark whether they 

considered that variable important to their operational decision-making. 

 

Figure 5.33 Internal variables crosschecked with all respondents 

Internal sales – context variables % of responders 

Cost of trading with distributors 100% 

Cost of merchandising material 94% 

Cost of sales technology 96% 

Sales labour cost 100% 

Merchandising labour cost 92% 

 

So, given the executives all work in the same organization is it not surprising that they all recognize the 

same key variables for controlling their business and supporting decision-making. Hence: H3 If Sales 

Executives are asked to identify internal decision making cost variables that impact on their 

business, then they will choose similar variables, is shown to be upheld. 



 
 
 
 

 191 

5.5.2 Test for efficiency from the internal variables 

The central hypothesis is that by a process of change management, the internal sales costs will reduce 

based on adopting ‘common operating routines’ within a cluster of homogenous but geographically 

remote countries: H4 If a sales-context based segmentation model is adopted using common 

‘operating routines’ in each cluster then there will be an improvement in business efficiency 

 

The importance of efficiency being demonstrated from the internal sales variables with the new clusters 

is critical to fulfil the aspiration of a ‘sales orientation’ (Leigh and Marshall, 2001) that is at the heart of 

this research. If the new clusters, as opposed to the traditional geographic model, are to be the 

organizational building blocks of a ‘strategic sales organization’ (Piercy, 2006), then there must be some 

improvement to business efficiency as the primary justification for the change. 

 

Having identified the internal variables, a “before and after” comparison will be made based on the 

deployment of the 3-cluster solution generated in section 5.2 and shown in Figure 5.25. The study will be 

longitudinal, taking a year of data before the change, allowing a year for the change and then comparing 

data a year after the change. 

 

The following two sections will describe the process of change to a cluster based model, specifically 

what the key variables are and how they related to process changes adopted within the clusters, Finally, 

the numeric results of that change will be calculated. 
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5.5.3 The year of change to key internal processes by cluster of countries 

The business goal of the alternative segmentation model was seeking operational efficiencies from 

adopting ‘common operating routines’ across similar business units. The insight being investigated was 

that countries were grouped by continent and their selling strategy was determined by the continent 

based organizational structure they were based in, however the selling context varied significantly, even 

in neighbouring countries. Hence, the strategy may be sub-optimal for the local context. 

 

In a global MNC where the country business units are effectively in place to sell product, the sales 

strategy becomes the dominant factor of organizational strategy, as Piercy (2006) describes in a 

‘strategic sales organization’. The products are marginally differentiated hence selling capability is critical 

to overall business success. The products are designed and manufactured in a small number of 

locations in the world, though they are sold in over 100 countries, hence the majority of the resources in 

the organization are deployed in selling the product. This section will test whether the theoretical 

development under research here actually delivers measurably business efficiencies from a re-

configuration of resources that could be hard to replicate and therefore be a source of SCA. 

 

The data regarding the external context was gathered for a 12-month period prior to a program of 

change implementation inside Wellington. The ‘before’ data was collected and measured over a calendar 

year before any change occurred. The internal variables were important as they covered the key areas 

where process change was tested, where ‘common operating routines’ would be deployed. 

 

The process of change was a fairly typical internal consultancy exercise. The duration of the change 

process was also a year. A global team was established to review the varied processes deployed across 

regions and agree with regional management which existing processes should form the basis of 

‘common operating routines’. This was done by benchmarking between different processes from each 

region and by discussion with country managers, not surprisingly they knew which processes they felt 

were not optimum for their own local conditions in many cases.  Each of the internal variables was 



 
 
 
 

 193 

reviewed by a dedicated project team, which focused on that area of operations. During the ‘change’ 

year several ‘common operating routines’ were deployed into the clusters identified in all 3 areas that 

were classified as internal variables. How the change in routines was designed, determined and 

deployed by senior management is a large piece of change management in itself, studying the 

organization during the ‘change’ year is outside the scope of this research question. This study is 

focused on whether efficiency arises from a change to the continent based organizational structure. 

 

Sales Technology is increasingly important for sales managers (Tanner, Fournier, Wise, Hollet  & Poujol 

2008), and includes all costs involved in field force automation, the devices that sales representatives 

use in stores, scheduling sales visits, managing channel partners. Before the efficiency test, Sales 

Technology platforms were either entirely local, or in over 90% of countries the model deployed was 

designed and implemented within each continent based business unit. During the change period, Sales 

Technology platforms were redeployed on the basis of the Clusters. The existing best practice in Sales 

Technology from Asia region was deployed in Cluster 1. Enhancements were made to the Western 

European process, which was deployed in Cluster 3. New processes were developed for Cluster 2. For 

the Sales Technology variable, the deployment of optimum technology and the ways of using that 

technology typified what the ‘common operating routines’ were with this variable. The technology was a 

common enabler within each cluster, for example improvements from this ‘common operating routine’ 

were expected from using the technology to enable better field force processes, quicker end-consumer 

and retail manager feedback and faster re-ordering from merchandisers visiting stores 

 

Sales and Distribution Labour Costs (SDLC) are all the human resource costs involved getting a product 

from its entry point in a given country into the stores where it is sold to end-customers. SDLC includes 

salary and incentives for all people deployed in the sales and distribution process in a country. In some 

markets the SDLC is intensive in people terms, though they tend to be lower costs/hour in salary rates. 

Other markets where a small number of channel partners control the route to market a fewer number of 

higher skilled Sales Directors that focus on key Account Management are more typically deployed. 
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During the change period, the processes in each region and cluster type were compared to determine 

which might be the most appropriate. During the change year, with the SDLC variable the focus was 

internal organizational processes, the way of organizing a field force in different market types. Within a 

cluster, best practice was very helpful, some countries for example have a higher dependence on rural 

distribution models and so sub-groups were formed to deal with rural issues. As the countries that had a 

significant requirement to build up rural selling capacity were now all in Cluster 2, this process 

development was easier. 

 

The final variable that was subject to the deployment of ‘common operating routines’ during the change 

year was Channel Marketing Costs. This variable was made up of marketing materials, in-store displays, 

sales training and distribution management; in essence all of the selling costs that were for materials not 

for labour. Best practice was developed in clusters for example, in the design of merchandising materials 

for similar types of markets, though some items were still sourced regionally, as it does not make 

economic sense to procure certain relatively low value materials and then ship them around the world. 

‘Common operating routines’ were also developed for the management of distributors, which drove 

optimum commission structures between Wellington and its Channel partners. 

 

Over a 1 year period the changes to ‘common operating routines’ were developed and deployed. The 

organizational structure was modified to a matrix-based model to facilitate the use of the new routines, 

clusters were designated and managed horizontally for sales processes. This gave Country Managers 

more autonomy to run their business units, as each one had a reporting line to the regional/continent 

based headquarters, though was an active member in the cluster, what were identified as ‘communities 

of practice’ (Brown & Duguid, 1991) to change behaviour and facilitate subsidiary to subsidiary 

knowledge sharing within clusters. Each Country Manager was compelled to replace the original 

continent or locally developed processes with new processes based on cluster membership.  
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5.5.4 Results of deployment of ‘common operating routines’ 

This section presents the comparison of before and after at total level – each clusters net efficiency gain, 

by the 3 areas of expenses.  There are some key assumptions in the analysis that limit the validity, the 

findings can only be considered a directional indication of the theory under test, they are not claimed or 

intended to be definitive. However, establishing, isolating, deploying and measuring discrete sources of 

SCA is a prize worth pursuing as articulated in the philosophical justifications in section 4.4. 

 

One of the most significant assumptions was that the external environment was constant. The 

segmentation of countries market units into homogeneous clusters was carried out based on the most 

recent historical data available, though a year passed during which ‘common operating routines’ were 

deployed and a second year was the measurement period. It is reasonable to measure the outcome over 

a year as any change management program will require some time to become standard practice. 

Furthermore it is defendable to assume that the external environment of each country will be reasonably 

static relative to other countries over a 2 to 3 year period, the degree of operator control, the relative 

GDP do not shift significantly over that time frame.  

 

Other market factors are normalized by taking a percentage of revenue as the cost measurement, so if 

revenues decline or grow during the test period of new ‘operating routines’ versus the period when the 

standard continental operating model was in operation, the efficiency can still be compared by the use of 

internal variables that are costs expressed as a percentage of revenue. 

 

The full data set of the internal measurements is included in the Appendix, for purposes of testing the 

hypotheses for efficiency gains the results are summarised in Figure 5.34 
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Figure 5.34   Improvement in efficiency as a result of the ‘common operating routines’ applied 

across the new clusters 

  Cluster 1 Cluster 2 Cluster 3  Total 
Sales Technology 11.5% 17.5% 7.6% 11.3% 
S&D Labour 9.7% 9.9% 9.3% 9.6% 
Channel Marketing 9.1% 10.6% 6.7% 8.6% 
Total 9.9% 11.5% 8.1% 9.5% 

 

 

So, in the simplest of terms the central hypothesis is that by a process of change management, the new 

3-cluster based model of organization is more efficient. Figure 5.34 shows that the internal sales costs 

will reduce based on adopting ‘common operating routines’ within a cluster of homogenous but 

geographically remote countries, and is demonstrated by an overall saving of 9.5% of total costs. Hence, 

the following Hypothesis is upheld: H4 If a sales-context based segmentation model is adopted 

using common ‘operating routines’ in each cluster then there will be an improvement in business 

efficiency 

 

Figure 5.34 represents a potentially very significant finding, central to the whole study. The clear 

indication is that the new organizational model is deriving a 9.5% cost saving, which would be very 

significant in the context of the overall profitability of the firm. There may be other benefits and problems 

with the cluster-based structure, which are not directly measured in this study, though will be reviewed in 

the Discussion Chapter 6. 
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5.6 Did some “Outlier” countries gain more efficiency? 

It has been demonstrated that the external-context based cluster organizational model has driven an 

improvement in sales efficiency of 9.5% of the measurable sales costs. The improvements varied in 

magnitude, though an interesting question emerges. Did countries that were in statistical terms the 

furthest away from the regional norm in external selling-characteristics show the biggest efficiency gain 

from the adoption of ‘common operating routines’? 

 

The following Hypothesis will be tested: H5 If a Country is statistically distant from its local continent 

average then it will demonstrate a larger efficiency gain from adopting a cluster-based 

organizational model 

 

In simple theoretical terms, the country units that are most different to the continent they are based in 

have most to gain from adopting processes with similar markets, and eschewing processes based on a 

continent that their external-selling context is different from. Most continents have a dominant market 

type and the external context in those markets has driven the practices across each of those continents. 

The location of the Regional HQ is also based in a country from the most common cluster for each 

continent. So, it is apparent that ‘minority’ countries would be expected historically to adopt the 

continental led processes which the homogenous clusters have highlighted are sub-optimal. 

  

The following 8 countries from the Table 5.25 can be seen to have left the majority of their continental 

neighbours behind and so we could expect them to have the amongst the largest efficiency gains: 

Morocco, South Africa, Philippines, Turkey, Saudi Arabia, UAE, Canada and USA. The Conceptual 

Framework suggests that the country market units with external-selling context most different to the 

predominant external-selling context of that continent will have the most to gain by adopting ‘common 

operating procedures’ that have been optimized elsewhere in markets which are physically remote 

though share similar external contexts.  
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Figure 5.35 Simple comparison of “Outlier 8” countries efficiency gain against total data set  

 

Figure 5.35 shows the “Outlier 8” countries identified that the theory predicts may have the largest 

efficiency gain from the adoption of common operating routines improved costs by 15.6% against 9.5% 

for the total sample. This simple comparison supports the hypothesis that the “greatest the gain in 

business efficiency will be those with external sales contexts most different to the predominant 

external sales contexts in their continent”. At a Total Costs level of analysis the “Outlier 8” are clearly 

driving greater benefit at 95% Confidence Intervals. 

 

Figure 5.36 Is the gap between “Outlier 8” and total data set significant? 

 

Figure 5.36 shows a significant gap for the ‘Outliers’, does that delta vary by sales processes? 

Outlying	8 Total
Sales	Technology 17.0% 11.3%
S&D	Labour	 14.4% 9.6%
Channel	Marketing 16.1% 8.6%
Total 15.6% 9.5%
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Figure 5.37 “Outlier 8” versus Total Group for 3 individual sales processes 
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Figure 5.37 shows that the 3 operating process areas drive significant improvement for the outliers 

above the general improvement when moving from continent to cluster based processes.  

The further way of testing whether there is a significant difference between the performance of the 

outliers and the entire sample is an ANOVA. 

 

Figure 5.38 ANOVA of 8 outliers vs. entire sample for common process efficiency gains 

 

 
 

 

In Figure 5.38 above the key data point to highlight is the Sig. Column. This shows the p-value that 

estimates the probability that the observed ratio occurred by chance. A low p-value, typically less than 

0.05 or 1 in 20, indicates that the relationship is unlikely to have been cause by chance. So whilst there 

is no claim to causality, we can deduce that the result that shows “Outliers” outperform the rest of the 

sample is probably not just random.  
 

 

 

 

 

 

 

 

Sum of 
Squares df

Mean 
Square F Sig.

Between Groups 2.329 1 2.329 5.206 0.026
Within Groups 27.735 62 0.447
Total 30.064 63
Between Groups 0.748 1 0.748 2.806 0.099
Within Groups 16.515 62 0.266
Total 17.262 63
Between Groups 5.491 1 5.491 11.208 0.001
Within Groups 30.379 62 0.49
Total 35.87 63
Between Groups 22.411 1 22.411 19.546 0
Within Groups 71.089 62 1.147
Total 93.499 63

Change in 
marketing cost 

ratio
Total change in 

cost ratios

Change in 
distribution cost 

ratio
Change in      

sales cost ratio
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5.7 Is the improvement in efficiency predictable? 

Given the 8 outliers generate a significant efficiency improvement, potentially from the basis that they 

were the markets most at odds with the prevailing practices in the old continental structure, the next 

stage would be to test for a predictive relationship between fit to the continental norm and gain from new 

cluster based processes. Bacharach (1989:501) states ‘a theory is useful if it can both explain and 

predict’, so this section explores predictability. Could there be a statistical method that could predict the 

size of efficiency gain from adopting the cluster-based model? This analysis investigates the Euclidian 

distance of each country on the Factor matrix from the cluster mean, relative to the change in efficiency 

attributed to the new operating procedures. It is hypothesized that country that is far away from the 

cluster mean has most to gain from moving to a cluster of similar countries, and that this distance is 

measurable and a predictor of the size of efficiency benefit achieved for a country moving from a 

continent led process model to a cluster of similar markets running ‘common operating routines’. 

 
Figure 5.39 All countries: efficiency gain vs. change in distance from cluster centre 
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The plot in Figure 5.39 tries to find a relationship between efficiency gain and the improvement in 

distance from a groups’ centroid. In other words a country that was remote from its continental group 

centroid in Figure 5.23 may be nearer its cluster group centroid in Figure 5.24. However,  

the measurement of distance from the cluster centre is intangible and distant from any real-world 

measure in the variable set. This means it is challenging to grasp the scale and therefore how different 

countries are from one and other, the change in distances to the cluster centre are relative only. 

 

The graph visually does not suggest any strong correlation to provide a predictive model for the 

efficiency benefit of for example a new market where Wellington enters using external context data as a 

means of suggesting the correct cluster and potential benefits. The correlation between Euclidean 

distance change, which means how close was a country to its continent centre versus how close is it to 

its cluster centre, and cost efficiency is 0.207 (p=0.100).  Whilst the overall correlation is weak, are there 

any stronger relationships for each of the 3 process areas that cost efficiency is measured for? The 

following 3 Figures 5.40a,b&c split the ratio change into the 3 components. 

 

Figure 5.40a  Cost ratio changes for Euclidian distance change by the 3 variables: sales cost 
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Figure 5.40b Cost ratio changes for Euclidian distance change by the 3 variables: distribution 

cost 

 

 
 
 

Figure 5.40c Cost ratio changes for Euclidian distance change by the 3 variables: marketing cost 

 
 

 
 

By breaking into each of the 3 cost process areas we can see slightly stronger relationships. These 

relationships can by measured in a correlation table, presented below in Figure 5.41. 
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Figure 5.41 Correlations for change in Euclidian distance and cost efficiency gains 

Correlations 

 

Change in 
distance from 
cluster centre 
(region to 3 

cluster 
solution) 

Change in 
distribution 
cost ratio 

Change in 
sales cost 

ratio 

Change in 
marketing 
cost ratio 

Total 
change in 
cost ratios 

Change in distance 
from cluster centre 
(region to 3 cluster 
solution) 

1 .012 
(p=0.925) 

.273* 
(p=0.029) 

.135 
(p=0.289) 

.207 
(p=0.100) 

Change in 
distribution cost 
ratio 

 1 
.003  

(p=0.982) 
.174 

(p=0.169) 
.676** 

(p=0.169) 

Change in sales 
cost ratio 

  1 -.025 
(p=0.842) 

.416** 
(p=0.001) 

Change in 
marketing cost ratio    1 .707** 

(p=0.000) 

Total change in 
cost ratios 

    1 

*. Correlation is significant at the 0.05 level (2-tailed). 
**. Correlation is significant at the 0.01 level (2-tailed). 

 
The Figure 5.41 above shows that there is a weak correlation between the change in the distance from 

the cluster centre and the change in the sales cost ratio. This is a positive correlation, which means as 

one value increases the other does too, or conversely, as one value decreases the other does too. This 

is weak evidence that there was some relationship on this measure. The correlation coefficient of 0.273 

should be considered insignificant – it implies that the change in the distance from cluster centre can 

explain 7.5% of the variation in the change in the sales cost ratio. 

 

To summarise this section, it is not possible to predict the size of the efficiency benefit of moving outliers 

from to a cluster with better fit based on the Euclidian distance of the Factor, however this not undermine 

the finding that the outlying 8 Countries enjoy the greatest improvements 
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5.8 Summary of the Analysis 

There have been 6 main stages to the Results chapter: 

• Sourcing and simplifying the external sales context data 

• Factor Analysis to make managing the data easier 

• Cluster Analysis as the basis of a new model of segmentation 

• Sourcing and simplifying the internal selling process cost measures  

• Testing for efficiency from the deployment of a process-based cluster organizational model based 

on the segmentation, in place of a continental structure 

• Testing for significance of outlying countries and for any predictive relationships 

 

21 external variables were narrowed down to 10 variables based on availability, scale, collinearity and 

removing an outlier. This left a sample size of 64 country market units. Two methods of Factor Analysis 

were used to simplify the data set of 10 variables, PCA and PAF, which found no significant differences 

between the Components extracted and rotated in PCA and the Factors extracted and rotated in PAF. 

 

Cluster Analysis grouped similar countries as the basis of new ‘operating processes’. Both of the 2 main 

types of Cluster Analysis were used; hierarchical and non-hierarchical methods. The key decision at this 

stage was to select 3 clusters, a decision ratified by 3 separate validity checking methods: DBI, CHI and 

Silhouette Analysis. The case study firm was then reorganized based on the 3 clusters. 

 

Internal variables were identified to measure the 3 key selling processes. These variables were 

measured before and after the deployment of the segmentation model and the adoption of selling 

processes across each cluster. The net efficiency gain was observed as 9.5% improvement across the 

total sample. 8 Outliers were identified which showed a 15.6% improvement. Whilst the Outliers 

performance was statistically significantly larger than the full sample, there was a very weak predictive 

relationship generally for the change in distance to centre of continental group and the distance to the 

centre of the new cluster and the overall efficiency gain. 
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Chapter 6  

 

This Chapter will reflect on the Analysis produced in Chapter 5, the role of this chapter is to compare the 

Results with the concepts and frameworks arising from the literature review and research questions. 

What can be learned and what clear points of interest can be deduced from the findings? 

What further knowledge has emerged in peer reviewed journals during the research period, reflected in 

the final section 2.9 of the Literature Review and hence possibly enlightens or challenges the findings 

here?  
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6.1 To what extent were the research questions answered? 

The overall research question is:  

‘To what extent does implementing a sales-process led organization in a Global MNC,  

based on a external sales-context segmentation of markets,  

using common operating routines across clusters of homogeneous markets,  

produce cost efficiencies relative to a continent based structure? 

 

The overall research question is answered by breaking down into sequential sub-questions. 

The strategy stage involves finding the sales-contextual external variables and testing them for 

heterogeneity to establish if there are clusters of country units that exhibit similar characteristics. 

 

1st sub question: to what extent does segmentation based on external contextual variables create 

a different set of homogeneous market clusters than geographically based market clusters?  

 

The first sub-question requires two hypotheses to be tested. Firstly, is there a relevant and available data 

set of external variables that influences decision-making across a significant proportion of the sample 

countries and can therefore be considered as a basis for strategic segmentation.  

H1 If Sales Executives are asked to identify external sales-contextual variables that impact on 

their business, then they will choose similar variables  

 

In order to segment the markets on external variables that impact the sales context for each country 

market unit, sales executives responsible for 64 markets were asked to select all the variables the 

considered to be relevant to their decision-making. There was 21 different external variables identified 

initially, however, some variables were only mentioned by a small proportion of executives, so answers 

with less than 20% nominations were eliminated. Further elimination was necessary due to the lack of 

availability of the data across all the sample countries. So the net outcome was a set of 11 variables, 

which on average had 72% support for inclusion across the sample of responsible executives.  
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Hence, H1 is upheld, the executives found a common set of external-context variables that can be used 

to support decision- making. This is a largely expected finding as the managers’ work for the same firm 

selling the same products, albeit in different countries, however sufficient commonality exists to establish 

a set of data that can be sourced for most countries and deployed in the clustering analysis. Countries 

that did not have the complete data set available were removed from the analysis to improve the results.  

 

One variable was reduced as it had outliers distorting the data set so clustering was based on 10. 

Once the ‘sales-contextual variables’ have been identified from the executives and analysed, data for 

each market and each variable was found as the basis for a strategic segmentation, leading to the 

concluding second hypothesis for the 1st sub-question. 

 H2 If external sales-contextual variables are segmented, then they will create 

distinctly correlated clusters of sales units that have homogeneous characteristics within each 

cluster that are independent of geographic proximity  

Detailed analysis in Chapter 5 produced the number of clusters, reinforced by triangulation of clustering 

methods, rotation of data and validity indices, which is important for academic validity and practically 

because the analysis must convince management to support resource reconfiguration. The first major 

analytical finding is the existence of 3 clusters. Section 5.4.2 shows the different methods used to defend 

the use of 3 clusters, both hierarchical and non-hierarchical methods support an outcome of 3 clusters, 

Firstly, hierarchical methods suggests 3 clusters are optimum, and non-hierarchical methods where the 

number of clusters is pre-selected at 3 produces a clearly defined set of 3 clusters, see Figure 5.26.   

 

The methodology is further justified by the use of three methods of testing validity, Davies-Bouldin index 

(DBI), Calinski-Harabasz index (CHI) and Rousseeuw’s Silhouette Analysis. All of these analytical 

validity methods triangulate to the same conclusion around 3 clusters being the optimum and so support 

the cluster validity of a 3-cluster model. This result makes logical sense too, the continental model 

operates with effectively 4 clusters, one per continent, hence one would reasonably expect a more 

efficient model to be 4 or less clusters when segmented on a different basis. 
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The analysis suggests that H2 is upheld, Figure 5.25 shows that the 3-cluster model produces distinct 

clusters, independent of geography, with each of the 3 clusters having member countries from each of 

the clusters, with one exception. The continental group based on North and South America divides 

between 2 clusters only. 

 

Moving on to the 2nd sub question and whether the analysis answered the question: 

2nd sub question: to what extent does adopting common ‘operating routines’ improve efficiency 

and support a new geographical/process based hybrid model for MNC organization? 

 

The internal independent variables were identified by the same group of respondents as the external 

independent variables. These variables were used to measure the potential efficiency gains from the 

new operating model. 

 

H3 If Sales Executives are asked to identify internal decision making cost variables that impact 

on their business, then they will choose similar variables  

Figure 5.33 shows that the executives’ choice of internal independent variables is more straightforward 

than the identification of external variables. The suggestions can be simply condensed to 3 key variables 

that account for almost all of the measurable costs associated with running a sales-led organization. So 

H3 can be said to be upheld, there is a set of 3 internal variables that can be analysed to account for the 

efficiency created by the new organizational model. 

 

To answer the 2nd sub-question, a comparison must be made of costs before the deployment of the 

segmentation based on the Cluster Analysis shown in Figure 5.25 and after the implementation of 

common operating routines into that new cluster-based model. 

H4 If a sales-context based segmentation model is adopted using common ‘operating routines’ in 

each cluster then there will be an improvement in business efficiency 
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In simple numeric terms efficiencies were found across the 3 main Independent variables in Figure 5.34, 

which shows a 9.5% efficiency gain overall, and breaks down the improvement in efficiency by cluster 

and by independent variable. For example, Cluster 2 and Sales Technology have the biggest 

improvements in efficiency. 

 

So, although in simple terms we can declare H4 is upheld to the extent that a 9.5% efficiency gain is 

evidenced, there are several limiting factors on the interpretation of this result. The duration of the 

change, a period of in effect 3 years, means that not all effects on the performance of the business can 

assume to be controlled and not contributing to the variation in efficiency.  The 'before' data was over a 

period of 1 year, the transformation took a year, and the measurement period for improvement was the 

year following the changes. By expressing the independent variables as % of Revenue the fluctuation in 

market revenues is somewhat eliminated from the analysis. It is a presumption that the new operating 

routines implemented for each of the 3 independent internal variables are solely responsible for the 

change in those variables, though it is reasonable to assume that the majority of the change was caused 

by the new ‘routines’ as there was no capacity for any other transformational activity during this period.   

 

Having established that a significant efficiency gain did occur after deploying the cluster based process-

led organization, the final hypothesis tested for indicators of which countries may benefit most from the 

new model. This leads to a third and final sub-question: 

 

3rd sub-question: to what extents do countries that have external selling contexts that are most 

different to the continental norm improve efficiency in the cluster-based model? 

The third sub-question explores whether there is any predictability in the size of the efficiency gain, 

dependent on how different to the continental norm each country is before the change of routines. 

H5 If a Country is statistically distant from its local continent average then it will demonstrate a 

larger efficiency gain from adopting a cluster-based organizational model 
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The first stage was identifying the outliers; which countries were most different to the prevailing external 

context in the continent they were managed within in the old structure. The following 8 countries from the 

Figure 5.25 are separated from most of the countries in their originating continent and so we could 

expect them to have the amongst the largest efficiency gains: Morocco, South Africa, Philippines, 

Turkey, Saudi Arabia, UAE, Canada and USA. The outlying 8 improved efficiency by 15.6%, compared 

to the total sample at 9.5%; the outliers out-performed the sample by 64%, which suggests that H5 is 

upheld. This result is anticipated, it is not surprising given that some countries are adopting processes 

within a continent yet their country specific context is very different from their prevailing context in the 

continent. The existence of these outliers or anomalies was at the heart of the rationale to explore the 

alternative model based on clusters. The total benefit to the organization is restricted by the number of 

outliers, whilst a 15.6% increase is desirable and justifies the changes made, clearly if that was 

experienced in 15 or 20 countries the overall outcome would have been larger in terms of absolute 

savings. 

 

There was further consideration as to whether the size of efficiency gain is predicted by the size of the 

gap between a country and its continental mean, whereby the mean is calculated from the Factors 

extracted in section 5.2. In Figure 5.40 there is little correlation between the distance from centre of 

cluster and improvement in efficiency. That is perhaps an expected outcome, where the majority of 

countries in a continent move together to a cluster, the benefits of new process would be less than the 

“outlying 8” which are in the ‘wrong’ operating process altogether. However, when a group of countries 

moves en-masse to a cluster, efficiency is found in the adoption on best processes and routines though 

the size of gain is weakly correlated to the distance from centroid and hence it can’t be predicted from 

that gap. 
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6.2 Does the Analysis clarify and justify the Variables selected 

This is an important question, especially as a ‘Mixed Methods’ research design was deployed that used 

a small phase of qualitative research to establish the external variables that reflected the selling context 

and the internal variables that measure efficiency. The alternative to using executives to select variables 

would have been for the author to self-select the variables, which would have introduced more bias. 

 

One clear benefit of the executives contributing to the selection of variables was their buy-in to the 

subsequent changes based on that data. Whilst data-led decision making is becoming more popular in 

management since Davenport (2006) defined ‘competing on analytics, (see for example McAfee, 

Brynjolfsson, Davenport, Patil & Barton (2012), who published a seminal article on “Big data, the 

management revolution” in the HBR), the proposal to implement and test a major reorganization of a 

multi-national structure based on clustering algorythms needed implementation support from a willing 

management. The management involvement was greater possibly because almost all of the Country 

Managers contributed to the selection of the variables. So, the fact that the change in structure took 

place, which needed the co-operation of many managers, in part does justify their involvement in the 

exercise and the variables chosen to segment the structure and the internal variables.  

 

The initial number of external variables identified by the Country Managers was 21, which was reduced 

through frequency of selection and correlation to 10 variables as the basis for clustering the Country into 

groups that faced similar external selling contexts. Those 10 external variables were sourced from 

reliable independent sources and the 3 cluster solution that emerged from the Analysis was very robust 

statistically, there was no real marginal case for a 2 or 4 or more clusters, all forms of Analysis and 

Triangulation pointed back to 3 clusters of countries based on the 10 variables chosen to represent the 

external selling context. The 3-cluster solution is a pivotal finding and so the triangulation Analysis does 

justify the choice of variables. Furthermore, 3 clusters of countries sharing common ‘operating routines’ 

intuitively suggested the potential for efficiency as the previous structure was based on 4 continental 

regions, and so inherently has scope to reduce duplication in the organization’s subsidiary operations. 
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The internal variable selection by Country Managers was more straightforward, as they identified 5 

variables that are commonly used to track costs incurred in running the sales operation. It was not 

surprising that the same variables were suggested by most of the Country Managers given they all 

worked in the same company. For the study and to achieve consistent and comparable internal 

definitions to overcome some variability in how some Countries account for cost allocation of different 

tasks, the Analysis was completed on 3 internal measures. 

 

The sourcing of data was also important. The presence of available data from all Countries data before, 

during and after the change was further justification for the choice of the internal variables and the data 

gathering undertaken. The choice of internal variables was also justified as they represented most of the 

internal costs involved in running the Country operations and so were a good basis for testing whether 

the alternative structural model was any more efficient from a total cost of operations perspective. Costs 

that bore no relation to sales process such as property were excluded. The cost data does not measure 

any cultural benefits from the changes made, just simply a clean view of costs of the old structure 

compared with the new structure. 

 

The internal data Analysis was altogether a simpler stage of the research; the data was relatively easy to 

collect due to the author’s status and the Analysis relied on less complex statistical methods as it was 

simplified down to a comparison of operating costs before and after a significant change. The reflective 

Analysis on outliers in each cluster was also facilitated by the consistent availability of comparable data 

for internal variables. 

 

In summary, the implementation of the organizational changes and the subsequent Analysis of them 

does justify the choice of external variables to measure selling context and the key internal variables to 

measure efficiency changes as a result of those changes. 
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6.3 Possible alternative reasons for results 

Having established in 6.1 that the Analysis provides credible answers to the Research Questions and in 

6.2 that the choice of Variables was appropriate, it is necessary to reflect whether the results may have 

had different causes before any theoretical interpretation is made, avoiding Ryall’s (1998:3) ‘insidious 

trap’ whereby ‘managers observe what they expect, and so see no reason to explore alternatives’. 

 

The decision to focus on measuring efficiency rather than overall business performance was taken 

largely because trying to manage business performance would involve more variables and potentially 

more complex causalities. The central assumption of the Analysis is that the organizational change from 

geographical hierarchy to a hybrid model with process based clusters contributed to an improvement in 

efficiency, although alternative variables that could have influenced the outcome were not controlled for, 

the largest of which was local currency fluctuation relative to the US dollar, used in all financial reporting.  

 

Could factors outside of the reorganization contributed to the efficiency? The market place for consumer 

technology became more competitive so the alternative to the organization change was not doing 

nothing, rather during that period different plans for efficiency gains may well have been tried. For 

example, better Field Sales technology platforms are developing all the time so in the absence of this 

project some countries or continental groups may well have invested in better systems. Knowledge 

sharing could well have improved anyway with better internal social networking tools and intranets. 

 

What other factors may have contributed to efficiency outside of the sales processes that changed as a 

result of the reorganization? Given that most controllable Sales and General Administrative spend in the 

Country units was covered by the Variables selected there was little scope for other Variables to drive 

improvement. The other major cost into the Country units is the internal transfer price of the 

manufactured product, which was unaffected by the organizational changes. The company involved 

operates a centralized logistics and manufacturing process, in a separate part of the structure to Country 

units and each country pays the same internal cost for the product, notwithstanding any local duties. 
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Competitor activity may be a factor, in the branch of technology Wellington is in, the three primary 

competitors are all Global brands. Each brand has different regional market shares, indeed Wellington 

was market leader in 3 of the 4 continents during the period of the research. The main exception is 

China, where the 4 Global brands are present though there are also some local brands available, which 

tend to be cheaper than the Global brands. All 4 of the companies operating in this product category 

manufacture products at a full range of price points, so in each country the split of product sales across 

the range can vary, for example countries with a large rural population with low incomes will obviously 

sell a much greater proportion of products with lower prices, which is reflected in the data set with a 

lower Average Selling Price. It is assumed in the Analysis that the difference in product range breakdown 

and market shares within each country does not affect the sales efficiency metrics. 

 

Market share between competitors may also be factor that would boost efficiency. During the period of 

the research there was no significant new entrant to the market or alternative technologies launched, it 

was a period of relative stability and overall Wellington enjoyed a modest growth in Global market share. 

The Market Growth in each country was positive, with faster growth in developing economies, though 

this variable was accounted for in the Analysis. 

 

Over 3 years Currency conversion to the dollar and Inflation rates also create variances, and each 

Countries data was converted to US Dollars using the standard existing management information 

process for reporting of public companies listed in Europe and the USA. An improvement to future 

Analysis of data of this type, especially where a three period is involved, should add some better control 

mechanisms for Currency and Inflation in each Country. 

 

In summary, it is a reasonable assumption that the efficiency improvements evidenced were largely 

caused by the changes made to the organizational structure and controlled for in the Analysis, though 

future studies could track more economic variables that indirectly affect market environment and this 

study was fortunate to avoid disruptive technologies which could have skewed outcomes. 
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6.4 How do Results relate to the higher-order theories in the Literature? 

Having established how much the research sub-questions have been answered it is necessary to review 

whether these answers support or conflict expectations arising from higher-order theories in Chapter 2. 

 

The first sub-question suggests using segmentation to move beyond identifying consumer needs against 

which product attributes and marketing were targeted; i.e. the ‘market orientation’. Section 2.3 explores 

the evolution of market segmentation into a more strategic tool, Piercy & Morgan (1993:123) linked 

‘segmentation may vary in purpose’ with ‘internal compatibility with structure and process’, and Jenkins & 

Macdonald (1997), who described ‘key functions integrated across segments’ as a potential output for 

the segmentation device. Hassan, Craft & Kortam (2003) and Clarke & Freytag (2008) emphasized the 

connection between the goals, technique and objectives of strategic uses of segmentation. The results 

support extending segmentation as an analytical decision support tool for restructuring and management 

participation in variable selection plays a key role in convincing management to embrace the change. 

 

Here, segmentation is used as a basis of a strategic ‘selling orientation’, distinct from a ‘market 

orientation’, by using variables that represent the external selling context. The successful implementation 

of the context based structure and processes suggest this study represents an example of the new 

concept of a ‘strategic sales organization’ (Piercy, 2006). Four years later Piercy (2010) followed up his 

original hypothesis which in part inspired this study with the ‘evolution of strategic sales organizations’ 

and found some examples of ‘substantial shifts in the way sales organizations are managed’ (2010:355), 

and concluding that there are five imperatives for the strategic sales organization. The five imperatives 

are i) strategic involvement for selling, ii) external market intelligence, i.e. the selling organization 

understands the buyers environment, iii) integration of the selling process across the total organization, 

iv) internal marketing, i.e. selling the customer back through the firm and v) sales-led internal 

infrastructure, ‘turbulent markets demand constant attention to alignment between sales process and 

strategy (2010:355), a multi-dimensional model supported by Ashwin & Hurst (2014) who describe 

‘performance, behaviour and a cultural’ aspects of a sales and customer orientation in recent research.  
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In order to judge to what extent this case represents an example of a ‘strategic sales organization’ it is 

necessary to review each of Piercy’s 5 imperatives: i) the fact that the segmentation variables were 

chosen by the country sales managers and based on external sales-context criteria puts sales at the 

front of strategic decision making, ii) external market intelligence was a consequence of the improvement 

in sales technology tools, the move to a cluster of homogenous markets enabled each market to be 

using the correct market gathering technology and quicker consolidation of that data back upstream 

inside the business, (Piercy, 2010:356 noted new technologies were also enablers for the ‘strategic sales 

organization’) iii) each cluster adopted common processes within that cluster, so the processes had 

better fit with the local selling-context. The processes became more sales-led which provides clarity back 

to the supply chain and manufacturing and also to the marketing functions (both of which reside outside 

of the clustered country units), iv) internal marketing was a challenge and at implementation stage relied 

upon the robust analysis covered in this thesis as the basis for some major re-organization, v) sales led 

internal process was a direct consequence and enabler for the new cluster based structure and the new 

‘operating routines’ within each cluster were attributed to being the source of the 9.5% efficiency gain. 

 

So, the study has provided some empiric evidence to support the emergence of the ‘strategic sales 

organization’, supporting LaForge, Ingram & Cravens’ (2009:199) ‘alignment construct’ that linked  

‘strategy, sales organization and sales management’, this case demonstrates that contingent alignment 

with external sales-context derives some commercial benefit. The unexpected conclusion in Zolfagharian 

& Cortes (2010) of an inverse relationship cost leadership and a customer orientation is contrasted here 

where improvement can arise from an external selling orientation. In the Wellington market place some 

countries are very dependent on a few large B2B sales relationships as the channels to markets are 

controlled by intermediaries, in some countries the route to market is very fragmented and there are 

many B2B and B2C channels to sell product. A further analysis could distinguish whether the different 

types of route to market generate a different rate of efficiency from the external-selling context cluster 

based organization. 
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In summary, the identified direction of theory development for segmentation in this thesis is that 

segmentation is increasingly a strategic decision support tool driving behavioural decisions such as 

organization design, using the analytical techniques long established to target consumers in product 

marketing in the ONC economic tradition. Clarke & Freytag (2008:1023) recognise that more recently 

there are ‘different purposes of segmentation: strategic and operational’, which is demonstrated fully by 

this case and critically that there is an intra and inter organizational perspective to segmentation, the 

‘inter’ perspective refers to the external context, the ‘intra’ perspective alludes to the next section on the 

organizational structure impact of implementing the strategic segmentation. 

 

The second sub-question measures the efficiency of the new process-based lateral-network model, the 

emergence of which is detailed in section 2.4. The central organizational concept under study is a 

development away from the hierarchical structures that typified the expansion of MNCs as they grew 

from their home markets and home continents, into a very different type of structure that is a hybrid 

matrix with a definite lateral network that enables sharing of common ‘operating routines’ between similar 

markets. This change in structure is a significant development in the history of the study firm, moving 

from a hierarchy to a matrix, where subsidiaries have a more equal relationship with each other and 

regional HQs. The almost 10% efficiency arising from the new structure suggests the new process-

based lateral-network based model has delivered against the research questions and business objective 

of seeking efficiency, notwithstanding the limitations already explored about the possible interference 

from other factors controlled for over a 3 year period. It also not possible to distinguish the sources of 

efficiency between improvements in cost as a result of moving to a cluster based model and the 

improvement in the operating processes themselves as a benefit of creating homogenous clusters and 

adopting best practice within them. However, on balance the numeric result provides an in-depth 

longitudinal example to add to the argument that different models of MNC expansion are emerging as 

MNCs become less dominated by a home region and become more equally dispersed global entities.  
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The cluster-based structure relies on interdependence within cluster to drive efficiency, if every country 

unit adopted a ‘do-it-yourself’ mentality there could be work duplicated in countries. However, as the 

Country Managers could see the rigorous analysis that grouped similar countries there was a greater 

willingness to accept processes imposed upon them as those processes were best practice from fellow 

cluster members. Asmussen, Pedersen & Dhanaraj (2009:42) seek ‘contingencies influencing the links 

between host-country environments and subsidiary competence’ describing some modern MNCs as ‘a 

network of specialized interdependent units, where each subsidiary can simultaneously be recipient of 

knowledge or services’, concluding that that ‘host-country environment should be conceptualized and 

operationalized in a multi-dimensional way’, which the first two sub-questions achieved; the external 

variables ‘conceptualized’ the selling environment and the internal variables and changed processes 

‘operationalized’ the test case of the ‘strategic sales organization’. 

 

These findings, explained by the lateral network of clusters, also support Üstüner & Iacobucci (2012:187) 

who linked sales results and ‘intraorganizational network embeddedness’. In this case the lateral network 

structure that is sales and subsidiary led plays an orchestrating role and is therefore much more 

‘embedded’ than an old sales function limited to customer management and order taking, aligning with 

Borg & Young (2014) who recommend a ‘reconceptualization of the selling process’ that builds a network 

of subsidiary led relationships and processes that drive the sales outcomes In this case study, where the 

lateral network operates with less formal authority than the previous regional HQ led bureaucracy and so 

relies on this ‘connectedness’ behaviour.  The importance of the ‘connectedness’ behaviour also ties in 

with another emergent concept discussed in section 2.3, ‘organizational ambidexterity’ (Gibson & 

Birkinshaw, 2005), which is in this case is the mediating mechanisms by which the hierarchical structure 

cedes some control and role to the cluster structure, though is not entirely replaced by it. 

 

In summary, results of the second sub-question significant as they show reconfiguration of resources 

into a process-based lateral-network MNC structure has created efficiencies, and recent research 

explains this development further by the improvement in external orientation and internal connectedness.  



 
 
 
 

 221 

The third sub-question addresses the market units that, based on the external selling context, are most 

at odds with the prevailing organizational systems and processes in place before the changes. The old 

hierarchical model that existed before this study relied on centralized control techniques, the new lateral-

network model requires a level of co-operation that spans continents and was managed more through 

behavioural mechanisms. Continental HQs still exist in the new model, however the adoption of 

‘common routines’ across the clusters required a complete change in the way management was 

structured, measured and rewarded. Working together across the clusters required a different set of 

leadership skills and hence behavioural-based control mechanisms played a significant role in the willing 

adoption of ‘common routines’. The 15.6% reduction in comparable costs achieved in the ‘outliers’ 

supports the case that the country market units in the most anomalous external contexts can gain 

significantly by the deployment of ‘common routines’ and managed through a stronger blend of 

behaviour based mechanisms, which supports the move towards behaviour based control in Chenhall 

(2003) and Piercy, Low & Cravens (2004). 

 

The lateral-network structure relies more on affiliation than authority to function, supported by Le 

Meunier-Fitzhugh & Piercy (2007) who connect internal collaboration between sales and marketing to 

performance gains. In the implementation phase of this study, subsidiaries worked together and control 

developed through co-operative behaviour and less-authoritarian leadership was also noted, as Piercy 

(2006:356) recommending ‘shifting sales management from “command and control” to coaching and 

facilitation”. Wellington deployed a mixture of outcome-based and behaviour-based control and reward 

mechanisms in the cluster based structure, which is an example of the mixture of methods Darmon & 

Martin (2011) call  ‘dynamic controls’. The new cluster model studied here triggered a shift to greater 

weight on the desired behaviours, which complements recent findings by Samaraweera & Gelb (2014), 

who showed revenue performance from behaviour-based salesforce control outperformed outcome-

based control. 
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To summarise results from sub-question three; they don’t support a more predictive relationship between 

the distinctiveness of a country to its continent because the difference between a country and the 

continent mean is not a measurable meaningful entity. It is apparent that a country is either like or unlike 

the prevailing continental context and in the cases where the country is very different to the continent, 

predictably that country gains more when it moves to a cluster with more appropriate operating routines. 

The finding that there is no formula to predict the size of gain from a country being placed in a 

homogenous cluster does not undermine the outcome that the clustering model produces efficiencies. 

Rather the learning is quite binary, a country with different market characteristics ‘marooned’ in a 

continent where many but not all countries have similar external-contexts has most to gain, what Becker, 

Lazaric, Nelson & Winter (2005:778) call ‘competence traps’. 

 

It is reasonable to deduce that the efficiency demonstrated by the Results and explained by the 

confluence of higher-order theories are sufficient justification to claim benefit from contingency on selling 

context, a step forward in contingency/environment fit from Strahle & Shapiro (1986) and Zoltners, Sinha 

& Lorimer (2006) who suggested sales structure should relate to market cycles. 

 

To conclude on the important higher-order theories, the case study shows a 9.5% efficiency benefit that 

can be interpreted and explained by the progress along all four areas of higher-order theory that 

converge on the ‘strategic sales organization‘ model, shown in Figure 6.1 below. The results of this case 

study provide evidence to support theoretical progress in all four areas occurring during the period of 

researching transformation at Wellington, which  also supports the proposition that the ‘strategic sales 

organization’ can be found at the convergence of a external-context led selling orientation, implemented 

via strategic segmentation, into a lateral network structure with clusters sharing common sales 

processes and managed by more collaborative behaviours and leadership style. This finding is broadly 

consistent with other research published during this longitudinal case study outlined in section 2.9 and 

fulfils several of the recent requests for further case study analysis by other authors. 
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Figure 6.1 Selling Orientation, Behavioural control, process based structure and strategic 

segmentation have all contributed to the occurrence of a ‘strategic sales organization’  
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6.5 How do Results relate to the underlying theories in the Literature? 

In the previous section the results broadly support the hypotheses, which related closely to the higher- 

order theories explored in section 6.2. This section reviews the underlying theories and any theoretical 

progress published during this study since the original literature review. 

 

A higher-order theory for this study is moving from market orientation to a sales orientation, built on 

underlying contingency theory. Although limited by design from measuring profit, this study showed 

efficiency gain from a strategy/selling context congruence, backing Forte, Hoffman, Lamont & Brockman 

(2000) who proposed an environment/structure/performance paradigm. Volberda, van der Weerdt, 

Verwaal, Stienstra & Verdu (2012) linked contingency to overall results and separated ‘institutional fit’ 

and ‘contingency fit’, which is a useful dichotomy here as the cluster based structure is a large shift from 

the ‘institutional norms’ in similar MNCs. The Results suggest a closer contingency with the external 

selling environment contributes to selling efficiency, supported by Volberda, van der Weerdt, Verwaal, 

Stienstra & Verdu (2012:1040) where ‘firms with high contingency fit are less vulnerable to deviation 

from institutional fit in firm performance’, if the organization is planning a significant change from the 

‘institutional norm’, in this case a regional hierarchy, then the alternative model with strong contingency 

has produced worthwhile results, which is further evidence that contingency theory of organizational 

design ‘remains at the frontier of organization studies’ (Van De Ven, Ganco  & Hinings, 2013:393). 

 

The second of the higher-order theories is a move to a lateral network structure, built upon the 

underlying theory that MNCs boundaries have evolved from Transaction Cost based, Regional HQ led, 

command and control hierarchies to a Knowledge Based View of the MNC. The new organizational 

structure is better characterized by the lateral-network (Ghoshal & Bartlett, 1990) and process-based 

(Malnight, 2002) models, relying on ‘clan’ (Ouchi, 1979) control behaviour that rely on reciprocity.  The 

observation in this case is not a binary shift from hierarchy to network; it is a move in that direction 

though aspects of the hierarchy remain. The key sales processes, or ‘operating routines’, shared 

‘laterally’ within the clusters are manifestations of the KBV and ‘clan’ control driving efficiency.  
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Three specific sales process areas are broken out and measured independently and each process 

makes a measurable improvement in efficiency, this suggests that the source of efficiency is the 

adoption of the most appropriate process for that type of country sales unit. Based on the ‘evolutionary 

theory’ of the firm, it is deduced that it is ‘common operating routines’ (Nelson & Winter, 1982) that are a 

prime source of the 9.5% efficiency gain in this study. These routines are derived from the shared best 

practice during the middle transformation year, supporting the underlying theory of the Knowledge Based 

View (Grant, 1996) and Cohendet & Llerena (2003) who noted the learning that forms ‘operating 

routines’ (which comes before knowledge transfer) takes place in ‘local communities’, in this case the 

subsidiaries. Hence, KBV is seen as a key enabler of sharing knowledge freely in a homogenous cluster 

within a lateral network MNC structure, whereas in the previous ‘command and control’ hierarchical 

structure knowledge would not have flowed between similar subsidiaries in this way, supporting 

O’Donnell (2000:543) who found ‘inter-unit relationships play just as important a role as HQ in 

implementing strategies’. The model under test was replacing regional structures with homogenous 

clusters of markets, irrespective of distance, which supports the finding in Tallman & Phene (2007:252) 

that ‘geographic proximity does not matter in some instances (of knowledge flows)’, especially in an age 

of collaborative technologies, it is similarity of interest that facilitated the intra-cluster knowledge flow. 

 

Gooderham (2007:34) highlights that knowledge transfer is a dynamic capability itself: ‘while the 

possession of knowledge-based assets endows a firm with potential, a distinct ability to transfer 

knowledge efficiently is also required’.  In this study the source of the knowledge that led to ‘operating 

routines’ fit for each cluster was not Global HQ, or Continent HQ, rather the best practice knowledge was 

found in the subsidiaries. A benefit of the new structure was the encouragement to share and adopt that 

best practice and codify into ‘operating routines’ within each cluster. In this study of a managed change 

towards a knowledge based structure the subsidiary played this key leading role in setting the strategic 

agenda and best practice processes, solving Rabbiosi’s (2011:97), ‘key managerial problem of balancing 

co-ordination mechanisms and knowledge flows’, showing knowledge flow cannot be left to goodwill, the 

behaviour-based control systems need to tie in to the same overall organizational objectives. 
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Rabbiosi & Santangelo (2013) went on to suggest the subsidiary age related to the value to the parent 

company of the knowledge transfer contribution, however that was not supported in this case. Karim & 

Kaul (2014:238) found structure changes could enable knowledge synergy, this case study supports that 

finding, that the knowledge flows improve in a re-structure designed to enable such knowledge 

dependencies and co-operation, releasing best practices into better codified ‘operating routines’, many of 

the processes adopted cluster processes were not new, rather they structure enabled the most 

appropriate process to be deployed in the markets with the best contextual fit. The prompting knowledge 

transfer in this study though the structural change supports findings by McGuinnes, Demirbag & Bandara 

(2013) who recommended that managers ‘stimulate knowledge transfer within the MNC’, and by Moore 

(2001:275) who found subsidiaries could be ‘centres of excellence’. 

 

The third of the higher-order theories was moving from product based segmentation to using 

segmentation to drive overall strategy, structure and processes within a firm, which at the underlying 

level can be considered a ‘dynamic capability’ in analysis-based data driven strategic decision making. 

Product market and consumer segmentation is a common established process and so would not be 

classified as a DC, however whilst the literature showed an increased prevalence of segmentation used 

for strategic purpose, Clarke & Freytag (2008) signal the difficulty in implementation of segmentation 

varies with the purpose of segmentation. In other words the more complex segmentations with strategic 

objectives are typically harder to implement ‘in-life’ in the business, which is an expected observation 

here given the consequences of a broader strategic segmentation affects more processes within the 

firm. This case does provide evidence of a positive deployment of strategic segmentation. 

 

Dibb & Simkin (2009:375) note that ‘studies which bridge segmentation theory and practice remain a 

priority for researchers’, Boejgaard & Ellegaard (2010) also highlight the gap in segmentation literature 

on the topic of implementation, and identify organizational barriers and lack of adaptability as obstacles 

to implementation. This case study is a live application of a strategic segmentation with a measurable 

financial benefit as an outcome, and so adds to the body of segmentation implementation research. 
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Strategic segmentation in this analysis was the fundamental enabler to the reorganization that followed, 

and the rigour in the quantitative analysis was vital to persuade managers to embrace the changes 

introduced to the organization design. A key proposition for this study is that the criticality of the strategic 

segmentation to the business outcome justifies conceptualizing the act of strategic segmentation as a 

DC and therefore one of the sources of SCA. Venter, Wright and Dibb (2014) shift the focus of 

segmentation onto the performance consequences and how they unfold in the firm with a single firm 

case study. Furthermore, Poenaru (2010) called for evidence of segmentation implementation as 

dynamic capability that improves business outcomes and this case study may be a contributory example 

of segmentation execution and implementation as a DC. 

 

The final area of underlying theory that meets at this research problem is organizational control, for 

which a landmark theorist was Ouchi (1979), who defined the emergence of behaviour and outcome 

based control mechanisms, which Anderson & Oliver (1997) developed in the sales discipline. 

This case study provides evidence that a shift towards behaviour-based models of control is an enabler 

to successfully move from a hierarchy to a lateral network structure. That is not to say that all outcome 

based measures are dispensed with and replaced with behaviour based models, the solution was a 

hybrid control mechanism of behaviour and outcome based measured and codified practically as in the 

‘balanced scorecard’ for managers (Kaplan & Norton, 1992). In sales Slater & Olson (2000) suggested 

that hybrid control strategies need to be contingent on the type of selling process. Hence, this study 

provides support for Slater & Olson (2000), who link strategic path, performance and sales management 

and Chenhall (2003:127) who describe a ‘contingency-based approach to management control design’. 

The practical focus around the key internal variables was supported by quantitative measurement of the 

internal sales process costs and by assessing managers on their co-operative behaviour to support the 

new model, supporting the mixed approach to control, now evident as optimal.  
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Berry, Coad, Harris, Otley & Stringer (2009) reviewing recent literature on management control highlight 

the impact on control theory of new types of organizational form, such as the lateral network in this case 

study. Berry, Coad, Harris, Otley & Stringer (2009:8) present the ‘internal hybrid’ organization, which 

describes the Wellington design, and state the challenge such new organizational forms create for 

control: ‘horizontal organizations structured around business processes, which link the activities of an 

organization to the needs of suppliers and customers has led to calls for control researchers to pay more 

attention to lateral relationships, which involve co-operation and coordination, the challenge for 

management control is to develop concepts and systems that orchestrate both horizontal and vertical 

relationships’. Wellington provides an example of such control processes, blending outcome/behaviour 

and geographic/cluster controls reflected the need for co-operation within cluster, though formal levels of 

management were reduced not stopped, control systems were an example of the ‘internal hybrid’. 

 

Finally, at the Foundation level of the theory of the firm, this study and its philosophical stance has 

argued that to analyse such a management problem holistically, a multi-paradigm approach must be 

taken, that the there is little value in a false binary polarity between resource based and economic views 

of the firm. Priem & Butler (2001:31) suggested ‘a syntheses of resource-based and environment-based 

perspectives’ to develop strategic theory. This study has shown that the progress from purely economic 

models of the firm towards resource based competition facilitates a multi-paradigm view to interpret 

different outcomes and explains the success of the new structural model reliant on behaviour based 

controls and collaborative process based structures, rather than a definitive case for one theory of the 

firm over another. Four dimensions of the theoretical forces affecting this study have proved necessary 

to explain the Results, justifying the advice of Whetten (1989:493) who found ‘addressing a single 

element of existing theories is seldom sufficient’ for evaluating the emergence of a new Theoretical 

Contribution, the case for which will be made in section 7.2 
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6.6 Summary of the points of interest emerging from the Analysis 

The answer to the central question is 10%, the new cluster-based structure reduces the overheads 

associated with sales processes by 10%. The 10% saving is significant in two ways; it is real and 

measurable and so academically provides support for the Conceptual Framework of the cluster-based 

sales-led organizational model. In practical business terms a 10% saving in overheads is a material 

financial amount, aside from other potential benefits in revenue performance and other softer 

organizational developments. 

 

The 10% breaks out into 3 areas, or three ‘operating routines’; sales technology, sales & distribution 

labour costs and channel marketing. All three processes improve by similar amounts, and sales 

technology improves the most, possibly due to a complete change in sales technology in markets that 

were most dissimilar to their prevailing continent. The Conceptual Framework predicts that the country 

business units that were most different to their host continent would show the greatest improvement in 

efficiency, this expectation was upheld, specifically that the 8 outlying countries produced a 16% 

reduction in sales costs.  

 

In comparison with existing research, no direct analogous studies have been found, certainly when the 

geographic scope is take into consideration. The literature review and the summary diagram in Figure 

6.2 show the direction of development in the high-level theory affecting this growth of the Global MNC 

and the underlying theoretical tectonics, the ‘earthquake’ event is the emergence of the resource based 

view, which has accelerated understanding of organizational behaviour in all four of the high order issues 

that converge on the research question. 

 

The efficiency gain derives from a unique Cluster Analysis and structural change based on the analysis, 

therefore the process of that transformation from analysis through to implementation is considered a 

‘dynamic capability’ and an example of SCA, which is believed philosophically to be a real measurable 

pursuit of leadership. 
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Figure 6.2 Holistic model of underlying four theories and higher order theories converging on the 

strategic sales organization, with a foundational shift from ‘the economic view of the firm’ 

towards the ‘resource based view’ 

 

 

 

 

Figure 6.2 is a helpful summary to interpret the false polarity in section 4.2 described as the ‘axis of 

pragmatism’, the general trend towards a Resource Based View perspective from an Economic View, 

though not the simple promotion of one “View” over another. The world external to the Firm, in this case 

the ‘selling context’ is actively influencing the Resource led decisions, though it is fair to say that the 

strategic choices are also led from the internal Resource questions, contingent on the environment. 
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These outcomes also justify the ‘pragmatic’ philosophical stance adopted for this research, which means 

depolarising attempts to explain and study phenomena in management. Firstly, moving to the external 

selling-context based model is shown to be an isolatable cause of efficiency and hence a ‘scientific 

realist’ view that SCA is real and hence can be tested and measured, therefore the change experienced 

and the positive consequences are indeed very real for the management concerned. In terms of 

repeatability in practice, based on the complexity of the organizational change, this ability to make and 

implement analysis-based decisions and can be a considered a ‘Dynamic Capability’ as moving to a 

process-based structure from a traditional hierarchy is challenging and the segmentation analysis is 

bespoke.  

 

A second dimension of the ‘pragmatic’ philosophy is the balance between an external ‘ONC’ perspective 

on the organization and the internally focused ‘RBV’, it is by holistically examining and blending both 

perspectives that the problem is illuminated theoretically and practically. A focus purely on the resources 

or the market place would not have led to the potential Theoretical Contribution and Conceptual 

Frameworks in this study, it would have been a ‘one-eyed’ view of the problem, hence, to view the 

questions under study with a full depth of field, the ONC external and RBV internal lens are required. 

 

A third example of ‘pragmatism’ is the importance of ‘operating routines’, which are central to explaining 

the study outcomes and have reliance on a blend of control mechanisms. The 3 internal variables are 

subject to an improvement in ‘operating routines’ based on the hypothesis that markets facing similar 

external selling-contexts can share common routines. That all 3 variables improve is significant, both the 

technology based improvement in field force automation and the other variables where process change 

and subsidiary learning is central to the improvements. The people and process changes are more 

dependent on behaviour-based controls, which supports the ‘pragmatic’ approach of behaviour-based 

and outcome-based control mechanisms. Management were still also rewarded on the sales outcomes 

though significant attention was paid to the process and implementation of the organization restructure 

and willing adoption of ‘operating routines’ specific to cluster type. 
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At a theoretical foundation level Chapter 2 highlighted that the shift in the four underlying theoretical 

themes of: contingency theory, the knowledge-based MNC theory, dynamic capability in the 

implementation of strategic segmentation and hybrid control theories are all based on a fundamental 

shift from a purely economic view of the firm towards a behavioural and evolutionary view, encapsulated 

in the RBV, (Wernerfelt, 1984), which is still ‘worthy of extending in new directions’ (Barney, Ketchen & 

Wright, 2011:1299). So, whilst the RBV is 30 years old the debate on the foundational theory of the firm 

is not over, Nandialath, Dotson & Durand (2014) find mixed empirical evidence supporting RBV, a gap 

that this study can be used to address in some small part. Whilst the SCA from improved productivity in 

this case appears to derive from the rearrangement of resources and the processes those people are 

adapting to, it is also important to note that this case study is not interpreted as an insulated example of 

the deployment of RBV as the sole explanation of efficiency gain. Arend & Lévesque (2010) suggest that 

‘for theoretical purposes our analysis reveals that the RBV may need to be complemented by other 

theories of performance’ (2010:927), so the multi-paradigm view remains the optimum way of reflecting 

on the business problem and research question. Hence, while all four underlying theories have moved 

towards the RBV, on each of the dimensions the theoretical progress is towards a hybrid position not an 

absolute position, for example: on control, the new model requires outcome and behavioural controls, on 

the organizational structure lateral process is important though some vertical mechanisms remain. 

 

Figure 6.2 is a diagrammatic summary of the theoretical progress that supports the ‘strategic sales 

organization’, each underlying theory that supports a higher-order theory can partly explain the 

phenomena observed in this study, and the more recently described developments in theory in peer 

reviewed journals in section 2.9 across the four underlying theories are broadly consistent with this case 

evidence at Wellington. These four fields lack depth of knowledge on new organizational forms, 

especially those that put resource configuration at the centre of SCA, so this research potentially has 

some originality.   
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Chapter 7  

 

Conclusion 

 

This final Chapter 7 will conclude the thesis, broadly following the recommendations of Bunton (2005), 

who researched the Discussion and Conclusion chapters of PhD theses. Chapter 7 draws Conclusions 

in two key areas from the Analysis in Chapter 5 and Discussion in Chapter 6. Firstly, the central 

academic purpose of this thesis is to demonstrate to what extent a significant Theoretical Contribution 

has been made by answering the research question, with the Results discussed holistically against the 

established thresholds of knowledge development, which follows in section 7.2. Secondly, the central 

management implication of the project that an alternative model of organizing that moves to a process-

based lateral network and away from the typical geographical hierarchy could be more efficient is 

explored in 7.5. 

 

The final remarks regard the search for evidence of the ‘strategic sales organization’. 
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7.1 Re-statement of the issue under study 

During the period of this longitudinal study and analysis phase the original research question has 

become of even greater interest. The nature of selling, especially in B2B interfaces, has evolved to a 

more strategic client engagement model, strategic both for the purchaser and the supplier. The research 

period has been a dynamic chapter in the history of MNCs, with Western firms conquering Asian 

markets, for example Apple Incorporated, and increasingly Asian firms succeeding in mature Western 

markets, for example Tata Motors, Samsung and Huawei. The scope of this study is essentially very 

large global MNCs that market physical goods and have undergone significant transformation, not 

internet based companies such as Google and Facebook. 

 

MNCs originally expanded under a ‘cloning’ model of replicating home market structures and process 

into foreign subsidiaries and building hierarchical command and control layers, based on continents, to 

manage them. As MNCs grew to have operations in upwards of 100 countries new pressures come to 

bear on the structure and process of such large firms, and the theory of MNCs has moved from top-down 

structures to more of a heterarchy, where the role of knowledge transfer between subsidiaries becomes 

key to expansion and efficiency. The central research topic under study here is whether a cluster-based 

model, grouping country market units on the basis of their external selling context, is more efficient.  

 

The clustering of markets is a major business decision that needs thorough analysis to justify the 

upheaval, and that analysis is presented as integral to this thesis. The use of segmentation as a strategic 

decision support tool is a significant step from the traditional use of segmentation to target customer 

groups, and using such detailed analysis for this type of strategic problem and implementing the 

recommendations and measuring the benefits is a dynamic capability itself. A hybrid network-based 

structure also makes demands on the traditional salesforce outcome-based control systems, requiring a 

move towards behaviour-based incentives to reward the co-operation required in this model. 
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This phenomena is located at the junction of MNC theory, segmentation theory, control theory and 

contingency theory, the latter signalling a shift from a product and market orientation towards the 

‘strategic sales organization’, which Piercy (2006) prospects for. 

 

All of the underlying shifts in theory that justify and explain the cluster based model of a sales process 

organizational model are predicated on the fundamental shift away from the orthodox neo-classical 

economic view of the firm towards the resource based view of the firm, though the research question is 

illuminated by light from both perspectives. 

 

In order to test the sales-led cluster-based organizational model, a deep 3-year study was conducted in 

a single Global consumer technology firm, with measurement of outcomes in over 60 countries. This 

study was able to measure the cost base across the three key sales processes before and after the 

adoption of the cluster based re-organization. The clusters were based on senior executives’ view of the 

independent variables that represented the external selling context that impacted on the business. The 

central assumption of the study was that countries with similar external sales-contexts would find 

efficiency from sharing sales processes with countries facing a similar selling environment, than the 

traditional model whereby the subsidiary had to adopt the prevailing continental solution irrespective of 

the fit to the optimal business requirements in each country. 

 

It is also important to restate a key ontological belief of this researcher, as explored and justified in 

section 4.4. The existence and isolation of SCA is a worthwhile pursuit for two reasons: a phenomena 

that can be theorised, measured and interpreted academically, and a source of value for management to 

drive superior business performance based on their judgements and actions. The pragmatic philosophic 

reality of the existence of organizational SCA as a consequence of management decision making is a 

central assumption in this empirical study, justified numerically by Short, Ketchen, Palmer & Hult’s 

(2007:162) data showing ‘firm-level effects explain over 90% of variance in performance in the long 

term’, answers loudly the question from Whetten (1989) ‘Why bother?’ with this study. 
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7.2 How a Theoretical Contribution has been made 

The study is located at the junction of related theories, and hence provides case study evidence for the 

efficacy of an RBV-led organizational model, contingent on external-sales context, with resources 

organised and operating in a model built upon homogenous clusters, controlled and managed by 

behaviour based mechanisms and dependent on knowledge sharing across a lateral network. 

Arend & Lévesque (2010:913) state that ‘is RBV a practical theory? Is an under addressed question’, so 

the requirement to develop knowledge of a mature concept such as RBV still exists. 

 

The study is an in-depth longitudinal review of a major change program in a global consumer technology 

company, listed on stock exchanges in the USA and Europe, though with half of its sales volume from 

Asia, Africa and Latin America, and with subsidiaries in over 100 countries. Hence, an organization that 

is already truly multinational without a dominant region is a promising location to explore for a 

Theoretical Contribution. Furthermore, global MNCs are of valid theoretical relevance as more 

organizations seek to become truly worldwide, operating in all continents as they become more affluent. 

 

Furthermore, we have seen that the answer to the overall research question:  

‘To what extent does implementing a sales-process led organization in a Global MNC,  

based on a external sales-context segmentation of markets,  

using common operating routines across clusters of homogeneous markets,  

produce cost efficiencies relative to a continent based structure? 

is 10% in simple terms. This section asks whether this result justifies the research effort for both a 

possible Theoretical Contribution and in section 7.5 for practical management value.  Per Chapter 3, 

Whetten (1989:493) suggests testing any possible Theoretical Contribution for ‘legitimacy’ – using three 

themes: 

i) Critiques should focus on multiple elements of the theory 

ii) Marshall compelling evidence (logical, empirical and epistemological) 

iii) Theoretical critiques should propose remedies or alternatives 
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This studies potential Theoretical Contribution will be developing a case study of a global organization 

adopting sales-orientation contingent on an external sales-context based segmentation to derive 

efficiency and hence providing evidence for the existence of a Global ‘strategic sales organization’ 

proposed by Piercy (2006). Does this potential Theoretical Contribution pass Whetten’s (1989) first test 

of legitimacy that ‘critiques should focus on multiple elements of theory’? The answer is clearly yes, it 

has been shown from the literature review and through the answers to the sub-questions that this study 

is located at the confluence of 4 strands of higher-order theory, which in turned are each built on solid 

under-lying theory, and a foundational shift towards a resource based view of SCA. 

 

Figure 7.1 The multiple elements of higher-order and underlying theory’ that converge to 

legitimise the Theoretical Contribution from this case study 

 

Product
Segmentation
(Porter,	1986)

Strategic
Segmentation

(Hunt	&	Arnett,	2004)

Demographic
Segmentation
(Liander et	al,	1967)

Market
Orientation

(Kowle &	Jaworski,	90)

Selling
Orientation
(Piercy,	2006)

Contingency	
theory

(Luthans	&	Stewart	77)

Lateral	Network	
MNC

(Ghoshal &	Bartlett,	90)

Process-based	
organizations
(Malknight,	2001)

Hierarchical		
&Regional	MNC
(Perlmutter,	1969)	

Implementing	a	sales-process	led	organization	in	a	Global	MNC,	
based	on	an	external	sales-context	segmentation	of	markets,	
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The Theoretical Contribution shown in Figure 7.1 also manifests itself as evidence of progress on 

several dimensions of theory, coalescing into an example of a ‘strategic sales organization’. This multi-

paradigm approach is supported by Arend & Lévesque (2010:927): ‘for theoretical purposes our analysis 

reveals that the RBV may need to be complemented by other theories of performance’.  Furthermore, 

Eisenhardt (1989b) supported the possibly of a Theoretical Contribution from single firm case studies.  

 

The second test of Whetten’s (1989) legitimacy of the Theoretical Contribution has 3 sub-parts: that the 

theory development has compelling logical, empirical and epistemological evidence, articulated in the 

following three paragraphs: 

 

The logical evidence is the development in the first half of the Literature Review that shows the 

progression in orientation, segmentation, MNC organization and control theories prior to the study. This 

logical evidence is shown to be built on strong theoretical foundations in the concurrent progression from 

economic to behavioural theories of the firm. Logical evidence also comes from the broad conclusion 

that 3 homogeneous clusters are more efficient than 4 more disparate continental groups. Finally there is 

logical consistency between the philosophy, research methods and theoretical model that led to the 

research question. 

 

The empirical evidence is presented in Chapter 5 and discussed further in section 6.2, the research sub-

questions correspond to the branches of higher-order theory: segmentation, MNC organization and 

control theory and produce supportive quantitative results. The overall research question also produces 

an answer of “10” – which means the new lateral network process-based model of a ‘strategic sales 

organization’ is potentially 10% more efficient than the previous hierarchical model. This empirical 

evidence is strengthened by the number of method triangulations used in Chapter 5, with every major 

analytical decision being tested with at least two statistical methods to enhance reliability of results. 10% 

is a sufficiently large gain to justify the effort of the change and support the model under test. 

 



 
 
 
 

 240 

The epistemological evidence and philosophical justification is described in section 4.4; where Durand & 

Vaara (2006:6) argue that: ‘scientific realists believe in the existence of the real domain independent of 

observation (and) subscribe to the correspondence theory of truth’, seeking a congruent observable 

reality which Durand & Vaara define as: ‘a version of realism, where social phenomena may be socially 

constructed (their existence depends on people’s knowledge of them) but exist independently of the 

researcher’ (2006:7). Hence, it is legitimate to seek, isolate and measure as ‘real’ potential sources of 

SCA such as a ‘strategic sales organization’ built on a lateral network process-based structure. 

 

The third test of Whettens’ legitimacy is the ability to propose ‘remedies or alternatives’ as a means of 

countering weakness in researching the central theoretical arguments, described below in Figure 7.2 

 

Figure 7.2 Remedies to potential issues with Theoretical Contribution 

Issues with Theoretical Contribution Remedy or Alternative 

One organization case study Extend to further organizations, though practically 

including less countries 

Effects of clusters and of best practice 

shared in clusters are not isolated 

Test and control countries to be left out of the 

‘operating routines’ process changes 

Researcher as practitioner bias Further research should be more independent 

  

A Theoretical Contribution needs new knowledge to be presented and defended, and despite the 

importance of emerging economies to Western companies and vice versa, truly global studies of sales 

and emergent theories remains rare: Panagopoulos, Lee, Pullins, Avloniti, Brassier, Guenzi, 

Humenberger, Kwiatek, Loe, T, Oksanen-Ylikosi, Peterson, Rogers & Weilbaker (2011), in a 

comprehensive review of 97 articles on sales management across 15 leading Marketing journals found a 

‘paucity of international sales research’ (2011:220), and specifically that less than 10% of sales research 

has any international dimension, let alone a truly global scope that is presented in this research, and that 

only 6% included data from more than 20 countries, of which one was published in the last 20 years. 
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The scarcity value of this study is enhanced because Wellington already has a balanced Global scale, 

not a dominant home region, and therefore a major and maturing presence in emerging markets. Malsh, 

Al-Habib, Al-Torkistani, & Al-Khatib (2013) highlight that there is a dearth of research of sales force 

transformation in specifically in emerging markets and that ‘there are no theoretical frameworks that may 

guide the sales force transformation activity in emerging markets’ (2013:347). This study presents an 

organizational re-configuration that benefits emerging markets subsidiaries and gives them a primary 

role in the clusters of similar markets, irrespective of the maturity of business in that continent. 

 

Lane & Piercy (2009:321) describe ‘the dilemma about whether to standardize sales management 

strategy across different countries and cultures, or whether to adapt to local conditions. The issue of 

whether international markets are convergent (increasingly the same) or divergent (fundamentally 

different) is not a judgement to made hastily or incorrectly’. The emergent knowledge in this study is that 

the decision to ‘standardize sales management’ can be based on homogenous clusters of countries. The 

apparent discovery of a truly global living working ‘strategic sales organization’, based on clusters of 

countries with similar external-selling contexts, can be considered as a manifestation of the RBV of the 

firm. The management action captured in the research questions and case study is a deliberate re-

arrangement of resource to improve the fit with the local external-selling context and so develop a 

dynamic capability in the analysis and implementation of strategic segmentation to justify the resource 

configuration.  

 

To summarise this section: Potential significant Theoretical Contribution comes from implementing 

a sales-process led organization in a Global MNC, organized upon an external sales-context 

based segmentation of markets, using common operating procedures across clusters of 

homogenous markets, which produced a more efficient sales organization. Evidence of benefits 

of the new model may support a development to selling orientation in the field of contingency 

theory, behavioural control theory linked to strategy, strategic basis for segmentation and 

process-based lateral network organizations in the field of MNC design theories. 
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7.3 Suggestions for further research 

This section will provide recommendations for further research, to build on the single case study 

presented here. The purpose of further research is to progress theoretical development rather than 

address any validity or method in this study. Chenhall (2003:146), recommends: ‘the way management 

control systems combine with structure to provide differentiation and integration within contemporary 

organizational structures provides many opportunities for worthwhile research’, which this study has only 

partly addressed. Cravens, Piercy & Low (2006) also call for developing the MNC structure for global 

companies working across all continents so further research with more firms in more than 20 countries is 

needed. 

 

The segmentation led structure had no isolation of cause and effect at the process level, and there are 

calls to find the ‘causation mechanisms that link situational factors to the recommended structure’ 

(Nasrallah & Qawasmeh, 2009:912).  To address this Nasrallah & Qawasmeh (2009) developed a model 

of ‘interaction value analysis’ that compares multi-dimensional contingency fit to financial performance of 

organizations that could enhance this study. This study reduced its original scope from measuring 

performance gain to focus on efficiency, perhaps this research could be extended to isolate performance 

as an independent variable. There are studies that successfully isolate overall business performance to 

a single independent variable, for example, Le Meunier-FitzHugh & Piercy (2007) link sales and 

marketing collaboration with overall business performance. 

 

A longer study of Wellington may require regular checking of the external selling context as a particular 

country may approach a boundary condition for its cluster and at some point benefit from moving to a 

different cluster. The external context may change over time though the major factors that effect the 

selling dynamics are reasonably static. Continuation of the case study could also allow for further 

isolation of the causes of efficiency, for example the efficiency measured could be derived from 

knowledge dissemination of new best practice within clusters and from the creation of the clusters 

themselves. 
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A single case study can be valid for Theoretical Contributions (Eisenhardt & Graebner, 2007), however 

repeating and developing a series of case studies would improve the research outcome. The case 

studies would ideally include a different industry than consumer technology and an organization that has 

not already expanded Globally, though the expanding firm could use the cluster methodology as it grows 

and adds new markets to the identified clusters as that country opens for the first time as a subsidiary. 

 

The topic of MNC structural development remains an area of great interest academically, and given the 

importance of MNCs to the Global economy, of significant business interest. This study has shown that 

value can be derived from clusters of countries formally structured to support working co-operatively with 

each other, though more could be understood as to why those non-hierarchical relationships work, also 

proposed by Michailova & Paul (2014:377): ‘For over four decades, International Business scholars have 

been conceptualizing and empirically examining the organizational structure of the multinational 

corporation (MNC) without really placing relationships at the centre of attention. It therefore remains 

unclear what characterizes those relationships beyond subunits’ roles, motivation, or control 

mechanisms’. Hence, a more qualitative study around how the desired co-operative relationships 

between country managers were more productive in terms of knowledge sharing than country managers 

isolated in continental controlled structures, and in the wider sense more exploration of ‘process based 

organizations’. 

 

In summary, further studies of the RBV and MNC structural change in a truly global context, looking at 

the dynamics of emerging and mature markets, is an under-researched area. This is especially so for 

Global MNCs that increasingly manage manufacturing, digital marketing, logistics and technology 

platforms on a Global basis to derive economy from their scale though manage sales operations in each 

country. Each country has a unique ‘external selling context’, influenced by the channel structure, 

distribution economics, regulatory environment in that country, and hence further research in how this 

context can be the basis of a strategy.  
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7.4 Limitations to applicability 

This section will discuss limitations to applicability in the academic sense and the management 

implications. As a practical case study and experiment of an evolving organization form in a very large 

Global MNC there is potential for unique insight, though no panacea or generalizability is claimed. 

 

This study, whilst based on theoretical progress of the foundational shift on the theory of the firm towards 

the RBV, does not claim to be a de facto proof point of the benefits of alternative configuration of 

employees and process for business benefit. There is a problem of attribution of success in the eye of 

the researcher and manager. For example, Nandialath, Dotson & Durand (2014:47) observe that  

‘empirical evidence in support of the RBV is mixed’, and suggest that ‘endogeneity’ is not accounted for: 

‘if managerial choices are driven by expectations regarding how their actions will influence firm 

performance then such actions are endogenous in nature and must be accounted for in model 

estimation’. Especially in the researcher as practitioner case, endogeneity is a risk to validity, or a 

‘nuisance to be corrected for’ (Nandialath, Dotson & Durand, 2014:48), and the validity of this study is 

limited by the lack of formal correction for such endogeneity. However, whilst the researcher/practitioner 

may suffer endogeneity bias the triangulation of the analysis of the segmentation was instrumental in 

gaining support for implementation of the model. 

 

The identification of critical independent and dependent variables in both the external selling context and 

the internal key processes is dependent on senior manager opinion, with little validation other than the 

relative frequency of each identified variable within a sample size of 50. Rong & Wilkinson (2011:137) 

warns against error in causal linkage when ‘informants are managers and performance is a dependent 

variable’ specifically in the case of market orientation and firm performance research, it is important to 

show in Chapter 5 that the results are cross-checked using alternative methods at every stage and that 

outcome is not distorted to fulfil the preconceived ideas of the researcher/practitioner.  
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The data in the study is very dependent on ‘key informants’, especially the participant researcher and 

also the Country Managers surveyed. Homburg, Klarmann, Reimann & Schike (2012) have developed a 

framework to triangulate key informant accuracy which was not part of this research and which would 

have aided reliability. On reflection, greater focus on the collection of variables and their justification 

during the qualitative phase, that precedes the central quantitative Factor Analysis and Cluster Analysis 

that under-pinned the re-organization, would make this research more applicable in a wider context. 

 

Single firm case studies have their limitations though Eisenhardt & Graebner (2007:25) advocate the 

benefits of theory building from case studies, recommending: ‘a research strategy of theory building from 

cases, involves using one or more cases to create theoretical constructs..from case-based, empirical 

evidence. Each case serves as a distinct experiment that stands on its own merits as an analytic unit’. 

Hence, whilst the Wellington research cannot claim wide applicability it has some validity as a ‘distinct 

experiment’ of a new organizational form in a Global MNC with considerable presence in all continents, 

which adds to the findings rarity. 

 

However, despite the shortcomings explored as the purpose of this section, the benefits of a longitudinal 

study across all countries in a Global MNC during a key period of transformation outweigh the limitations. 

Section 7.1 answered Whetten’s (1989) criteria ‘why bother?’ with answering the research question, this 

section confronts the limitations of this research though concludes ‘the results are worth bothering with’, 

whilst acknowledging the general limitations of the single firm case study and some specific 

improvements in this research. 
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7.5 From Theoretical Contribution to Management Implications 

Having shown the potential Theoretical Contribution from this study, the focus will move to practical 

value. Hill & Allaway (1993) found that US firms exported their sales structure and control systems to 

their subsidiaries, irrespective of local context. This paper shows that adapting to local environment in 

each subsidiary market has value, and specifically that adapting to the external selling environment can 

be an SCA for MNCs expanding into many countries.  This is a key development as expansion strategies 

are often led by consumer need, for example finding a country where there is perceived potential 

demand for our product or by acquisition of local manufacturers or distributors. A ‘strategic selling 

organization’ makes the external selling environment a primary determinant of strategy and then builds 

or replicates an organizational form to succeed in that environment, which Galunic & Eisenhardt 

 (2001) call ‘architectural innovation’, suggesting a dynamic capability in reconfiguring. 

 

One of the key practical areas to the firm is extending the use of segmentation as a decision support 

tool, as Clarke & Freytag (2008) highlight coherence between strategic purpose, segmentation method 

and adoption of the segmentation to achieve the benefits of broadening the use of segmentation as an 

analytical tool. This wider value arising  from segmentation analysis is also proposed by Foedermayr & 

Diamantopoulos (2008:129) who measure segmentation effectiveness by an  ‘increased ability to adapt 

to environment and cost reduction’ (2008a:129), which is the commercial value arising from this study. 

Segmentation can facilitate an organizational form that is better aligned to external context thereby 

deriving commercial benefit in sustainable savings, in an analytical manner that managers can relate to. 

 

Arend & Lévesque (2010:913) bemoan the lack of consensus on measuring the RBV and suggest 

‘empirical methods to determine whether the RBV offers results that a manager would find useful’. Even 

in measured research on the RBV, Arend & Lévesque warns that ‘managers cannot expect to identify 

the critical resources with high accuracy’ …which ‘adds to the complexity of a managers decision-making 

challenge rather than reducing it as a good theory should’ (2010:927). Hence, the managers’ ability to 

recognise the business potential of the alternative resource configurations is part of the RBV itself. 
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There is potential efficiency in organizing the MNC in a hybrid process-based homogenous cluster and 

geographical matrix structure, based on clusters of similar markets (that similarity contingent on sales-

context), deploying common ‘operating routines’ in each cluster, which could be more efficient than an 

MNC based purely on geography. However, even with segmentation as a mature discipline there are 

many issues with implementation of segmentation, after the segmentation analysis has been complete, 

(Dibb & Simkin, 2009), especially where segmentation has a more transformational purpose as in this 

study. Hence, the challenges of a major re-organization and the move to a process-based structure, 

whilst demonstrably more efficient in economic terms and invaluable for relevant knowledge transfer, are 

not an easy set of management tasks to implement.  

 

To improve segmentation implementation Dibb & Simkin (2009:397) recommend ‘assess existing 

operating structures to reveal areas needing re-orientation..and develop a strategy for handling poor co-

operation’.  In this study power and responsibility transferred towards sales from marketing before and 

after implementation. A ‘strategic sales organization’ moves the sales function from an operational 

process under the realms of marketing to an equal or leading role for sales alongside marketing. This 

sales/marketing interface, and the rising role of sales is undergoing in some firms has led to a research 

agenda specifically about understanding and optimizing sales and marketing collaboration. Broadly 

categorized as a ‘war’ by Kotler, Rackham & Krishnaswamy (2006), Le Meunier-Fitzhugh & Piercy 

(2007) showed that collaboration between sales and marketing can positively impact business 

performance. Le Meunier-Fitzhugh & Lane (2009) identified that collaboration between sales and 

marketing had a direct link to market orientation and hence overall business performance.  This is a very 

insightful study, whilst this case study focuses on the ‘winners’, i.e. the benefits to putting a sales 

strategy as the primary driver of organizational form, management should beware who are the ‘losers’ in 

such a structure, if sales becomes more strategic, which functions are deliberately less strategic? Le 

Meunier-Fitzhugh & Piercy (2007) show that the Marketing/Sales interface is a key source of value when 

managed well, critical in this study when Marketing is a centralized Global function and sales are leading 

strategy from the subsidiary Country units. 
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In this study implementation was challenged though the rigour of the analysis helped to persuade 

executives to trust the recommendations of the study prior to building the implementation plan. Le 

Meunier-FitzHugh & Piercy (2008:31) investigated the structure of sales and marketing, whether they are 

separate or part of the same structure, and recommended that ‘managers should locate sales and 

marketing in response to organizational and environmental needs’, a recommendation supported here, 

and that was endorsed in Hughes, Bon & Masha (2012). Goetz, Hoelter & Krafft (2013) found a powerful 

sales function impedes a market orientation, again evidencing the importance of the relationship and role 

between sales and marketing when the roles of both functions change. 

 

Practical business value arises from relationships in the clusters, better co-operation between sales and 

marketing is also supplemented by better knowledge based progress between the peer group cluster 

members, an example of what Michailova & Paul (2014:377) are seeking; ‘while relationships between 

MNC units have been viewed as master/servant, principle/agent, and contractual relationships, there 

could be other forms awaiting discovery. Relationships can be seen as the core of the organizational 

design of the MNC and a key mechanism for adding value to the MNC.’  

 

Chapter 4 outlined a scientific realist epistemology, justifying why SCA should be considered a real, 

isolatable and measurable phenomena, worthwhile pursing by executives. Executives would not spend 

so much effort pursuing SCA if their business experience did not suggest it was a valid activity of a real 

and measurable concept. This study tests a different organizational configuration that probably retained 

more of its original processes than expected before the cluster model was implemented, though which 

demonstrated clear knowledge benefits within clusters and measurable cost reductions. A change 

management project based on analytical rigour, built on a sequence of sub-questions to which the 

responsible executives contributed, enables the implementation stage to proceed with increased 

confidence in the anticipated benefits. If the researcher cannot justify from their analysis that the 

hypothesis is likely to be constructive to the business then the practitioner will withdraw support from the 

research, hence in this case the academic rigour helped the communication of the change management. 
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The hybrid structure and co-operative behaviour beyond just the variables that were formally measured 

avoided the risk of ‘isolated subsidiaries’ found by Monteiro, Arvidsson, & Birkinshaw (2004 and 2008). 

The process of change appeared to improve relationships and the network between Country Managers, 

which existed to a degree within Continents before the study though not globally. Parallel improvements 

in internal collaboration technologies during this phase probably also contributed to this. 

 

Drazin & Van de Ven (1985:514) defined contingency theory as ‘a conditional association of two or more 

independent variables’; it is the word conditional that is significant for management. This study has 

demonstrated a direct benefit from change management based on rigorous analysis of the selling 

environment driving strategic choices in the business. The structure and processes should be 

‘contingent’ on the context, based on ‘evolutionary processes as well as intentional design’ (Augier & 

Teece, 2008:1200) not left to managerial fashion of centralization or decentralization. This external view 

is the ONC view of the firm influencing the decision making, which is balanced from the resource based 

view by the role of ‘dynamic capabilities that are the distinct skills, processes, procedures, organizational 

structures’ Teece (2007:1319). The pragmatic RBV/ONC and Internal/external perspective is key to 

management accepting the relevance of the analysis to their thinking, rather than an abstract concept. 

 

Whilst the trans-continental clusters made a business contribution, recent research by Aker, Klein and 

O’Connell (2015) suggest some large countries may be benefit from ‘intranational segmentation’, which 

means dividing countries into heterogeneous regions. This is worth exploring in this case and may have 

value with consumers where a population has settled in a neighbouring region, however selling context 

is still more heavily influenced by factors that are still largely bounded by national borders and laws. 

 

In summary, Augier & Teece (2008:1200) noted ‘managerial roles are not recognized in economic 

theory, they are the essence of dynamic capabilities and are critical to strategic management’, this study 

has shown management and ‘management by analytics’ (Davenport, 2006) has much to contribute to 

decision making and implementation, and outcomes can be measured for business and academic value. 
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7.6 Final remarks  

The conclusions of this study are important and relevant now as the landscape facing large MNCs has 

become increasingly globalized, for some companies their very existence may depend upon finding 

ways of operating in large numbers of countries in all continents. Durand (2002:867) demanded ‘more 

positivist research on the relationships between, SCA, organization and superior returns’, and Cravens, 

Piercy & Low (2006:301) highlight this critical gap in theory and practice:  ‘a key internal initiative is 

developing an organizational structure that is effective in the changing global marketplace’, and is still 

demanded by Panagopoulos, Lee, Pullins, Avlonitis, Brassier, Guenzi, Oksanen-Ylikoski, Peterson, 

Rogers & Weilbaker (2011:229) who ask ‘do MNCs adjust the structure and design of the sales 

organization to idiosyncrasies of each country they operate in? Should they?’ The answer from this study 

is a convincing ‘yes’ – there are clear and measurable benefits from adapting the sales organization to 

the local external selling context. 

 

The specific research question: ‘To what extent does implementing a sales-process led 

organization in a Global MNC, based on an external sales-context segmentation of markets,  

using common operating routines across clusters of homogeneous markets, produce cost 

efficiencies relative to a continent based structure? is answered with the 9.5% efficiency gain, 

though the way that gain arose is hard to replicate, and could be the foundation for further improvements 

and SCA, and hence is where the real practical value lies in the study. 

 

The study is an opportunity to progress theory and business insight through investigating SCA as a real 

phenomenon, where several theories and business processes converge on the research question and 

business problem. The study has adopted a ‘scientific realist’ epistemology because the author believes 

SCA is a tangible concept that can be hermeneutically understood from management science and 

measured quantitatively in business. Hence, the research question is a case study that by virtue of 

measurable efficiency arising from a new hybrid organizational structure provides evidence of a 

significant Theoretical Contribution in the field of  ‘strategic sales organizations’ (Piercy, 2006).  
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Specifically, a new form of organization, based on clusters of similar markets segmented on the external 

selling context, and knowledge sharing by ‘operating routines’ within each cluster, may be an 

evolutionary step for the MNC. Slater & Narver (1998:1001) suggested that a ‘customer-led philosophy is 

short-term and reactive in nature’, the Theoretical Concept epitomised as a ‘strategic sales organization’ 

and evidenced here shows a more long-term benefit from the sales orientation. 

 

This study also supports the role of case studies in theory building. Galunic & Eisenhardt (2001:1229) 

called for exploration of  ‘how dynamic capabilities that reconfigure divisional resources (may create) 

architectural innovation’, the implementation of a strategic segmentation into clusters of homogenous 

countries can be described as a dynamic capability in analysis and action which has created resource 

and knowledge based efficiencies which can be measured and reinvested or returned to shareholders. 

 

Silverman (2009) asks ‘was the research question worth the effort?’ the conclusion is firmly yes. The 

significance of the study with such wide geographic scope makes the question and result worthy, both in 

terms of Theoretical Contribution and practical value to the firm under study. The pursuit of capturing 

SCA is also ‘worth the effort’, the improvement of contextual fit to the external selling environment of the 

key selling processes is possibly creating SCA, and an example of what Cravens, Piercy & Low (2006) 

call ‘intra-organizational flatteners’ that consolidate internal processes, and are real manifestations of 

evolutionary ‘operating routines’ that create competitive advantage through the difficulty in replicating 

them (Nelson & Winter, 1982). In this study all three of the ‘operating routines’ that were measured 

produced efficiency gains. Barney (1991:110) agrees that ‘SCA based on social complexity’ is hard to 

imitate, though you cannot simply group managers with similar challenges and hope they co-operate, 

Zollo & Winter (2002:341) emphasize the importance of ‘deliberate learning mechanisms’ to the ‘creation 

and evolution of dynamic capabilities’, and by creating a measurable change management and 

behavioural control process this case shows the benefit of a resource led approach to reconfiguration 

and process change. 
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The new organizational structure placing sales resources in clustered entities that statistically have 

commonality in their external selling environment did not singularly drive the SCA outcome. The role of 

the subsidiary as a source of market knowledge and sales-led strategy was also key, supporting 

Cohendet & Llerena, (2003:288), who found ‘the key factor for performance is…composition of the firm 

in terms of communities, in order to have effective operational routines…and knowledge articulation’.  

 

The Theoretical Contribution arising at the confluence of the 4 higher order strategies in Figures 6.2 and 

7.1 shows that efficiency from the new organizational model provides further evidence for the shift 

towards the RBV. However, this study is not presented as ‘proof’ of the RBV, rather a multi-paradigm 

approach has been kept and justified throughout. Even Porter (1986:21) who literally ‘wrote the book’ on 

the economic view of the firm and competition recognised that  ‘the sophistication of channels and the 

power of buyers’ was important, (i.e.) things that are codified in this study as part of the external-selling 

context, drive a selling orientation to the firms strategy making and subsequent resource reconfiguration. 

 

Implementation is key to theory development and the practical value in the firm. Sales orientation shifts 

the power within the firm, re-drawing the sales/marketing interface and demanding much greater 

collaboration between equals (Le Meunier-FitzHugh & Piercy, 2008). At Wellington sales takes a primary 

role, leaving marketing as global product design hubs. Piercy (2010:357) asks provocatively: ‘is sales the 

new marketing’, the evidence here suggests that moving to a selling orientation significantly changes the 

dynamic between the historically subservient sales function and the strategy setting marketing team.  

 

Has this study found a thriving ‘strategic sales organization?’ to help solve the mystery posed by Lane 

(2009:191), whilst editing the Journal of Strategic Marketing edition dedicated to ‘searching for strategy 

in sales’. The closing conclusion in the final paper presented in the special issue is that ‘case-based 

research into the sales organization transformation process over a period of time would also add greatly 

to our understanding of the strategizing process’ (Lane & Piercy, 2009:321). This single firm case study 

has contributed to that understanding and may describe a new species of ‘strategic sales organization’. 
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