
www.manaraa.com

A COMPARATIVEANALYSISOF
THESTRATEGYAND STRUCTUREOF

UNITEDSTATESANDAUSTRALIANCORPORATIONS
NoelCapon*

ColumbiaUniversity

ChrisChristodoulou*
SwinburneInstituteof Technology

JohnU. Farley*
ColumbiaUniversity
JamesM. Hulbert*

ColumbiaUniversity
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from the 100 largestAustralianmanufacturers,were subsidiaries
of foreign-basedmultinationalfirms.Overall,the U.S. firmsface
faster-growingandmorecompetitivemarkets,aremoreinternational
and investmorein R&D,particularlyfor new products.Domestic
Australianfirmsare active acquirersand resembleUnitedStates
firms in terms of product diversity, divestiture activity and
organization,buttheyarenotinternationalinfocusandtheirlimited
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Thispapertestsaseriesofhypothesesregardingdifferencesinstrategy,organization
structure,andmarketenvironmentbetweencorporationsoperatingintheUnited
Statesand Australia.It also examinessimilardifferencesbetweendomestic
Australiancorporationsandsubsidiariesof foreignmultinationalsoperatingin
Australia.
Becausepolitical,technological,and economicconditionsin the external
environmentare so importantin the evolutionof firms,and becausethese
conditionsvaryacrossindustries,Tushmanand Romanelli[1985]arguethat
researchon organizationsshouldcomparefirmswithinindustries,in orderto
controlforenvironmentalfactors.Webelievethatformulti-market,multi-product
firms,whichoftencompeteina numberof industriesand,asa result,aredifficult
to classifyby industry,the nation-statealsoconstitutesan appropriatecontrol
on businessenvironmentsusefulforthestudyof strategyandstructure[Pfeffer
andSalancik1978].Insightintoorganizationaldevelopmentmaybe obtained
by comparingfirmsthat operatein countriesdifferingin importantways.
Furthermore,thenation-stateprovidesanimportantcontrolforexamininghow
domesticfirmsdifferfromthesubsidiariesof foreignmultinationals[Negandhi
1979,HulbertandBrandt1980,MalloryetaL1983].
In the extreme,of course,comparisonacrossnation-statesleadsto someself-
evidentconclusionsasit will,forexample,inthecasesof environment,strategy,
and organizationof firmsin centrally-plannedeconomies,comparedto those
of firmsand foreignsubsidiariesin market-basedeconomies.However,even
differentnation-stateswithessentiallymarket-basedeconomiesmayhavekey
environmentaldifferencesthataffectstrategyandorganizationlongterm.Viewed
cross-sectionally,firmsoperatingin differentnation-statesmay have evolved
differentlyon accountof differentenvironmentalfactors.Similarly,subsidiaries
offirmsbasedina foreigncountrymayhavedifferentstrategiesandorganizations
thandomesticfirms.
Ourworkmaybe viewedasfallingintothestrategy-structureresearchtradition
stimulatedby Chandler[1962].Inadditionto Chandler'sworkon UnitedStates
companies,otherstudieshavebeenconcernedwiththedevelopmentof British
[Channon1973], French[Dyas 1972], Italian[Pavan1972] and German
[Thanheiser1972]enterprises.

AUSTRALIA AND THE UNITED STATES

Despitegeographicdissimilarities,the UnitedStatesandAustraliasharemany
characteristics.Bothhave democraticformsof governmentbasedon federal
systems,both haveadvancedeconomiesbasedon marketmechanisms,both
occupysimilarlandareas,andstandardsof livingandeducationarecomparable.
Forboth,servicesconstitutethemajorityofGNP,butmanufacturing,agriculture,
andextractiveindustriesarealsoimportant.
Therearealso manyhistoricalsimilarities:bothcountriesweredevelopedby
whiteimmigrantswho overranindigenouspopulations,bothwerecoloniesof
theBritishEmpire,bothmademajorcommitmentsto thevictoriousAlliedcause
in two worldwarsyet sufferedlittleinfrastructuraldestruction,andbothhave
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long-termmembershipin mutualdefenseorganizationswithWesternEuropean
democracies.
But thereare importantenvironmentaland historicaldifferences.The major
distinguishingenvironmentalcharacteristicis thesheersizeof theUnitedStates
market,wherea populationof225millionoutnumberstheAustralianpopulation
by about15to 1. Furthermore,theAustralianpopulationis concentratedalong
the coastline,sincethe interioris virtuallyuninhabitable,whereasthe United
Statespopulationis spreadmoreevenly.Historically,the UnitedStatesfought
andwon a colonialwarandsufferedthrougha savagecivilwar.By contrast,
Australiahasmaintaineda long-term,amicablerelationshipwithGreatBritain
andeaseditswaytoindependencebypoliticalmeans.Asaconsequence,whereas
Australia,isolatedbydistanceandoceans,wasformuchofthetwentiethcentury
a sourceof rawmaterialsforGreatBritainandmarketforBritishmanufactured
goodsunderthearrangementsof ImperialPreference(phasedoutin the 1960's
and 1970's),theUnitedStatesbrokesuchbondsin thelateeighteenthcentury.
Itsfast-growingpopulationandearlyindustrializationallowedtheUnitedStates,
in the latenineteenthandearlytwentiethcenturies,to developlarge,efficient
domesticcorporationsin a moreorlesscompetitiveenvironment.A free-market
ethicat the nationalgovernmentallevel fueleda drivefor lowerworldwide
tariffsandencouragedAmericanbusinessto investabroad,resultingin many
UnitedStatesfirmsengagingto a significantdegreein theeconomiesof other
countries.
In contrastto the free-marketperspectivethathasguidedmuchof the United
StateseconomicpolicysinceWorldWarII,andwhichencouragedinternational
expansion(see,forexample,Servan-Schreiber1968),theAustraliangovernment
has by and largefolloweda policyaimedat protectingAustralianindustry.
Australiais theworld'slargestexporterof wool,beef,veal,ironore,aluminum
andmineralsands,andisamongtheleadingexportersof manyotheragricultural
productsandminerals.The manufacturingsectorwas developedprimarilyto
servethedomesticmarket,anda policyof importsubstitutionwastheprimary
aimformanyyears.Growthhasstalledin recentyears,andgovernmentand
industryleadershavesupportedmergerasameansofdevelopingstrongerdomestic
corporations[Jacksonet al. 1975,Crawfordet aL 1979,IndustriesAssistance
Commission1977].
We expecttheseenvironmentaldifferencesto leadto differencesin themarket
environments,strategiesandstructuresof firmsoperatinginthetwocountries.

SUBSIDIARIESOFMULTINATIONALFIRMS

Inadditiontointer-countrydifferences,wealsoexpecttofinddifferencesbetween
domestically-ownedfirmsand subsidiariesof foreignmultinationalsoperating
in the samenationalenvironment.Thesedifferencesarisefromtwo distinct
typesof restraintontheforeignfirms,oneexternal- howthenation-statetreats
foreignsubsidiaries-andoneinternallyimposed-managementpoliciesspecific
to the subsidiary[Hulbert and Brandt 1980, Katrak 1983, Yunker 1983,
GlobermanandMeredith1984].
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Nationalgovernmentsfrequentlytreat subsidiariesof multinationalfirms
differentlyfromdomestically-basedcorporations.In general,thesedifferences
resultfroma desireto protecta "nationalinterest,"typicallythroughspecial
treatmentfordomesticfirms.Includedarepreferentialtreatmentongovernment
contracts,morefavorabletaxstatusfordomesticfirms,andrestrictionsondividend
repatriationandacquisitionactivitiesfor foreignsubsidiaries.Forexample,in
Australia,foreignfirmsarerestrictedin growthby acquisitionby the Foreign
InvestmentReviewAct (FIRA).Differencesin thepolitical-legalenvironment
facedby thesetwo typesof firmareexpectedto leadto strategyandstructure
differences.(Foran exampleof governmentpolicyaimedat increasingR&D
by multinationalsubsidiaries,seeRugmanandBennett1982).
Inadditiontoenvironmentally-drivendifferences,homeofficeexpectationsabout
thebehaviorof subsidiariesmayalsoleadto differencesinstrategyandstructure
[Cray1984,Egelhoff1984,DozandPrahalad1984].Forexample,subsidiaries
oftenenterforeignmarketsbecauseof product-marketadvantagesdeveloped
in theirhomecountries.Indeed,it canbe arguedthatthe growthstrategyof
mostmultinationalshas been dominatedby theirtechnologicaland product
expertise,leadingto growthvia expansionintoa broaderset of international
markets[HulbertandBrandt1980].Sucha strategicposturewouldbe expected
to leadto narrowerproductlineswithinsubsidiariesthanwithintheirdomestic
competitors,oftenas a resultof headquartersguidance.In contrast,domestic
firmsdonotfacethesamerestrictionsassuchdecisionsaremadelocally[Hulbert
and Brandt1980].Furthermore,a foreignsubsidiarytypicallyis restrictedin
competitionwithcompanysubsidiariesoperatingin othercountries.Thescope
foran individualsubsidiaryof suchactivitiesas internationalsales,production,
andR&Dactivitymayhaveto respondnotonlyto localmarketandpolitical
pressures,but also to the demandsof a worldwideenterprise.The influence
of suchconsiderationsmightbe expectedto increaseas multinationalsmove
towardglobalintegrationandawayfrommoredecentralizedoperations,a trend
thatclearlyhasbeenunderwayforsometime[HulbertandBrandt1980].

SAMPLES

Thesamplesof companiesforthisstudy,drawnfromtheleadingmanufacturing
companiesinbothcountries,showkeydifferencesrelatedto environment.
Thesampleof Americancompanieswasdrawnfroma groupof 258 Fortune
"500"manufacturingcompanieswhosecorporateheadquarterswerelocatedeast
of the Mississippi.Of thesecompanies,158 were invitedto participateand
133 (72%)agreed.All werebasedin the U.S.A.,so comparisonof domestic
firmsandforeignsubsidiarieswasnotpossiblefortheUnitedStatessample.
The Australiandatawere collectedslightlylater,usingitemsfromthe U.S.
instrumentswiththe explicitgoalof comparingthe two samples.Thesample
of Australiancompanieswas drawnfromthe leadingnationalmanufacturers;
the 103largestmanufacturingcompanieswereinvitedto participate,of which
63 (61%)agreed.Thirty-twoof these63 firmsweresubsidiariesof foreign-
basedcompanies-12British,12Americanand8 basedelsewhere.
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Oneclearenvironmentaldifferencebetweenthetwocountriesis thatlargeU.S.
manufacturersareprincipallydomestic,whereasabouthalfof the Australian
firmsaresubsidiariesof foreignmultinationals.
Datawerecollected(UnitedStatesin 1980,Australiain 1981) in a seriesof
personalinterviewswith senior corporateplanningexecutives,using a
questionnairethat,forthemostpart,requiredtheintervieweetomakejudgements
on a seriesof scales.Interviewswith UnitedStatescompanieswereheld in
two parts,halfof theinterviewwiththeseniorcorporateplanningofficerand
halfwiththeseniordeputy.InterviewswithAustraliancompaniesweretypically
heldwiththeseniorcorporateplanningofficer.Furtherdetailsof methodology
aregiveninCaponetal., 1984.

HYPOTHESES

To makethevariouscomparisons,a seriesof 10 hypothesesweredeveloped-
2 dealingwith the competitiveand product/marketaspectsof the market
environment,6 with strategy(corporatesize, internationalposture,product/
marketdiversity,researchanddevelopmentstrategy,acquisitionanddivestiture)
and 2 with organizationstructure(depthand type).The hypothesesinvolve
differencesthatmaybe observedbetweenfirmsin two countries,the United
StatesandAustralia,andbetweendomestically-ownedfirmsand subsidiaries
of foreign-basedmultinationalsin Australiabecauseof samplecharacteristics
discussedearlier.

MarketEnvironment

Hypothesesaboutenvironmentpredictinter-countrydifferences,butpositthat
subsidiariesand domesticfirmsshouldface similarenvironmentsin a given
country.
HI: CompetitiveEnvironment:Product/marketenvironmentsof Australianfirms

are less competitiveand moreoligopolisticthanthoseof UnitedStates
corporations;both domestic Australianfirms and subsidiariesof
multinationalsfacesimilarcompetitiveenvironments.

UnitedStatesfirmsfacerelativelysevereanti-trustlawsandalsohavesignificant
activityin frequentlycompetitiveinternationalmarkets(H4);corporationsin
Australiaareprotectedbysignificanttradebarriers,anddomestically-basedfirms
areencouragedto improvetheircompetitivepositionsagainstforeignimports
byconsolidation.
H2: Product/MarketEnvironment:United Statesfirmsare more active in fast-

growingmarketsthanAustralianfirms,eitherdomesticorsubsidiary.
The morecompetitivedomesticmarketsfacedby UnitedStatescorporations
(HI) impelthemto seekhighgrowthopportunitiesto a greaterextentthan
Australianfirms.Opportunitiesoccurin partas a resultof greaterinternational
activity(H4)andinpartbecauseofgreaternewproductR&D(H6).Furthermore,
Grinyer,Yasai-Ardekani,andAl-Bazzaz[1980]haveshownthatcompaniesfacing
competitivethreatsor unfavorableshiftsin demandhavea greatertendency
to introducenewproducts.
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Strategy

Thehypothesesaboutstrategyhavestrongcross-nationalcontent.However,in
somecases,theremaybe differencesbetweendomesticfirmsandsubsidiaries
aswell.
H3: CorporateSize:ThelargestUnitedStatescorporationsarelargerthanthe

largestAustraliancompanies;domesticAustralianfirmsandsubsidiariesare
similarinsize.

UnitedStatesfirmshavea homemarketpopulationabout15 timesasbigand
slightlyhigherin realpercapitaincomethanAustralianfirms.Neitherdomestic
norsubsidiaryfirmsinAustraliacanovercomethissizedifference.
Limitationsto growthimposedon subsidiariesfrombothFIRArestrictionsand
headofficeconstraintssuggestthatdomesticAustralianfirmsmightbe larger
thansubsidiaries.However,offsettingfactorsarethe worldwidetechnological
andmarketingexpertiseof multinationalfirmsthatcanbe transferredto their
subsidiaries[Caponet al. 1980].
H4: InternationalPosture:UnitedStatescorporationshavemoreinternational

salesandproductionthanAustralianfirms;domesticAustralianfirmsare
moreinternationalthansubsidiaries.

First,thelarge,competitivehomemarketsintheUnitedStatesalloweddomestic
corporationsto developsignificanteconomiesof scaleformanufacturedgoods.
Second,afterWorldWarII,theeconomiesof manycountrieswerein various
stagesof destruction,whereastheUnitedStateshadanuntouchedinfrastructure.
Given significantencouragementby theirgovernment,UnitedStatesfirms
exploitedinternationalopportunitiesvigorously.As discussedearlier,Australia
suppliedraw and semi-finishedmaterialsto the UnitedKingdomand other
countriesunderthe systemof ImperialPreference.Withthe finalcollapseof
ImperialPreferencein the 1970's,as the UnitedKingdomsoughtto join the
EEC,Australiasaw its positionfor rawand semi-finishedmaterialsweaken
initstraditionalforeignmarkets.
Foreignsubsidiariesoftenhavelimitedabilityto expandgeographicallybecause
of sistersubsidiariesalreadyin place;they are thereforelikely to be less
internationalthandomesticfirms.
H5: Product/MarketDiversity:Significantproduct/marketdiversityis present

forbothUnitedStatesandAustralianfirms.Onbalance,however,greater
diversityis expectedfor UnitedStatesthanfor Australianfirms;foreign
subsidiariesarelessdiversethandomesticAustralianfirms.

Sizeandageof firmsaregenerallycorrelatedwithdiversity;UnitedStatesfirms,
generallybotholderandlarger,shouldbemorediverse.Furthermore,theresults
of Rumelt'swork with majorUnitedStatescorporationsshows decreasing
presenceof thesinglebusinessfirmsince1949[Rumelt1974].Finally,thesize
and freedomof capitalmarketsin the UnitedStateshas allowedsignificant
acquisitionactivitysincethemid-1960's.
Multinationalshavegenerallyfollowedproduct-dominatedgrowthstrategiesvia
expansionto new overseasmarkets[HulbertandBrandt1980];this tendsto
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lead to a restrictedproductrangein foreignsubsidiaries,whichin Australia
is reinforcedbyFIRA-restrictedacquisitionpossibilities.
H6(a):Researchand Development-TotalEffort:UnitedStatesfirmsinvest

relativelymore in researchand developmentthan Australianfirms;
domesticfirmsinvestmorethansubsidiaries.

First,thegreaterdegreeof competitionfacedby the UnitedStatesfirmsleads
to greaterR&Dinvestment.Second,sincetheeconomicsof muchR&Deffort
tendstofavorlarge-scaleoperation,thelarger-sizeUnitedStatesfirmsareexpected
to investrelativelymorein R&D,whereaslicensingof resultsof R&D effort
shouldbemoreattractiveforAustraliancorporations.Finally,theR&Dactivity
of subsidiariesof multinationalcompaniesmaywellbecentralized.
H6(b):ResearchandDevelopment-TypeofEffort:Thebalanceof R&Deffort

in the U.S.Ais directedto productdevelopment,whereasin Australia
it is directedto processdevelopment;no differencesare expectedin
Australiabetweenforeignsubsidiaryanddomesticfirms.

First,a significantlygreaterportionof theAustralianeconomyis basedon raw
materials,andprocess-orientedR&Denhancesthedriveforefficiencyinextractive
industries.Second,productlicensing,a moreattractiveoptionfor the smaller
Australianmarketthannew-productR&D may requireprocessdevelopment
foreconomicalmanufactureforthesmalldomesticmarket.
Subsidiariesareoftendependentfor R&D on the parentfirm,but the same
processdevelopmentisneededforlocaladaptationasbydomesticfirms.
H7:Acquisition:We could find no solid basison whichto predictgreater

acquisitionactivityin one nation-stateor the other;however,domestic
Australianfirmsareexpectedto be moreacquisition-orientedthanarethe
subsidiaries.

The sizeandrelativefreedomof the UnitedStatescapitalmarketsled us to
expectsignificantacquisitionactivityby UnitedStatescorporations,whereas
pressureforconsolidationto developa strongerindustrialbaseled us alsoto
predictsignificantacquisitionactivityamongAustralianfirms.Wedid,however,
expectthecharacterof theacquisitionsto be different.Australianacquisitions,
motivatedby consolidationpressure,mightbe of relativelylargecorporations
concentratedin maturemarkets.UnitedStatesacquisitions,by contrast,would
be dominatedby a drivefor growth,so therewould be relativelysmaller
acquisitionsinlessmatureindustries.
InthecaseofAustralia,foreignsubsidiariesofmultinationalsfaceFIRArestriction
on acquisition,whereasdomesticfirms are encouragedto grow through
acquisition.

H8&Divestiture:UnitedStatescorporationsengagein moredivestitureactivity
thanAustraliancompanies;Australiansubsidiariesdivestlessthandomestic
firms.

A majorconstituentof corporateplanningin UnitedStatescorporationsin the
1970'swasthedevelopmentofproductandbusinessportfolios,involvingattempts
to investin growthbusinessesandto exit fromlow-growthand unprofitable
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businesses.Theseportfolioconcepts,whichweredevelopedintheUnitedStates,
arelesswidespreadin Australia[Caponetal., 1984].Inaddition,theprotection
affordedAustraliancorporationsis likelyto leadto lessdivestitureactivity.
However,thegrowthorientationof multinationals,whichleadsto sharpfocus
onproductadvantages,andFIRArestrictions,makeit lesslikelythatsubsidiaries
thandomesticfirmswillenterbusinessesthattheysubsequentlydecideto divest.

OrganizationStructure

Thehypothesesaboutdifferencesin organizationstructurearebasicallycross-
national.However,sincetheytendto followfromthestrategyhypotheses,we
mayexpectdifferencesbetweendomesticAustralianfirmsandsubsidiariesas
well.
H9:Depth:UnitedStatesfirmshavea greaterdepthof organizationallevels

thanAustralianfirms;domesticAustralianfirmshavegreaterdepththan
subsidiaries.

Thishypothesisfollowsfroma combinationof H3 and H5. Sincethe sales
revenuesof UnitedStatesfirmsshouldbe largerthanthoseof Australianfirms
andthe diversityof product/marketparticipationalsogreater,the numberof
levelsofmanagementisalsoexpectedtobegreater.Thegreaterexpectedproduct/
marketdiversityof domesticAustralianfirms,comparedto subsidiaries,should
tendtogreaterorganizationaldepthforthesefirms.
H10:Type:MoreUnitedStatesfirmshaveproduct/divisionorganizationsand

less havefunctionalorganizationsthanAustralianfirms.Moredomestic
Australianfirmshaveproduct-divisionorganizations,whereassubsidiaries
favorthefunctionalform.

Theproduct/divisionformof organizationis a managerialinnovationwithroots
in the UnitedStates,that has, to a large extent,replacedthe functional
organizationalform[Rumelt1974].SinceUnitedStatesfirmsarealsoexpected
tobebothlarger(H3)andmorediverse(H5),useofproductdivisionsisexpected
tobegreaterintheUnitedStates.Thegreaterproduct/marketdiversityofdomestic
Australianfirmsshouldleadtomoreproduct-divisionstructures;forthenarrower
productfocusof subsidiaries,thefunctionalformissufficient.

MANAGEMENTOFAUSTRALIANANDAMERICANFIRMS

Inordertoknowwhethertestsofthehypothesesreflectenvironmentaldifferences,
we needto knowwhethermanagersin thetwocountriesandof thetwo kinds
of companiesaretryingto do moreor lessthesamethings.Existingliterature
comparingAustralianand UnitedStatesmanagementandsomecomparisons
betweenthe firmsin our sampleshelpplacetestsof the 10 hypothesesin a
managerialcontext.
Hofstede[1980]profilesAustralianandUnitedStatesmanagerssimilarly,relative
to managersin 31 countries-low in termsof concernwithuncertainty,low
insocialdistancebetweenpeoplewithdifferentpower,andhighinindividualism.
Strategicplanningpracticeshave also been shownto be remarkablysimilar
in largefirmsin thetwo countries[Caponet al. 1984].In general,the United
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Stateshas beena net providerand Australiaa net recipientof innovations
inmanagerialpractice.

Use of Goals

Inoursamples,thelargemajorityof firmsinbothcountriesworktowardexplicit
goals,withfinancialreturngoals(returnon capital,assetsor sales)dominant;
qualitativegoalsinbothcountriesgenerallystressleadership-asinquality,service
or image.Specificusesof goals(Table1) indicatesomeminorinter-country
differencesin emphases,althoughthe orderof importanceis aboutthe same
for the two countries.The biggestsubstantivedifferenceis the muchgreater
tendencyof UnitedStatesfirmsto rewardsecond-level(immediatelybelow
corporate)managementforshort-termperformance-apracticefrequentlycited
as causinggeneralproblemsfor UnitedStatesindustry.Australianfirmsare
apparentlymoreconnectedtocentralsystemsthatusegoalstomonitorcorporate
andsecond-levelperformance.
Thereareno differencesin thewaygoalsareusedin domesticAustralianfirms
andinsubsidiariesof foreign-basedcompanies.

TABLE1
Uses of Goals1

United
Australiat States

ATTHECORPORATELEVEL

Monitorcurrentperformance 4.22 3.73*
Providechallengeandmotivation 3.91 3.79
Evaluatesecond-levelobjectives 3.95 3.80
Evaluatepastperformance 3.22 3.46
Communicateto externalpublics 2.60 3.02*
Activatecontingencies 2.52 2.60

ATTHESECONDLEVEL

Standardsto evaluate
business unitperformance 4.46 4.04*
Majorinfluenceon corporategoals 3.23 3.52
Rationingdevice forcapitalandotherresources 3.40 3.42
Formallydetermineincentivesformanagementcompensation 2.17 3.60*

'Meansof 5-pointscales: 1 = veryunimportant,5 =veryimportant
*Significantdifferenceacross countrieson item.Significantoveralldifferencesbetweencountries.A
5%significancelevel is used throughout.

tNo significantdifferencesbetweendomesticAustralianfirmsandforeignsubsidiarieson anyofthe
10 items.

Environment

As notedearlier,managersin bothcountriesfacea market-orientedeconomic
environment,and therearea numberof morespecificsimilarities(Table2)
in the environments(historicand future)in which they operate.Market
uncertainty,andhumanandfinancialresourceproblemsareallseenas similar,
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althoughUnitedStatesmanagersdo seemoregovernmentregulationandmore
problemsintherawmaterialsresourceenvironmentthanAustralianfirmsoverall.
Thereare somedifferencesin the degreeto whichforeign-basedsubsidiaries
in Australiaviewregulation,expectedbecauseof theFIRArules,butotherwise
theyfacesimilarenvironmentsto domesticfirms.

TABLE2
Historic and Anticipated Environmentt

Historic Future

United United
Australia States Australia States

MARKETENVIRONMENT
Fractionof sales revenues:

withunpredictabledemandenvironments 19% 20% 22% 23%
inwhichmajorcompetitors'reactionsare 15% 17% 19% 20%
unpredictable

RESOURCEENVIRONMENT
Fractionof sales revenuesforwhichsignificant 2% 15%* 2% 19%*
problemsinrawmaterialsarefaced
ProblemswithResources1

Human 2.7 2.6 2.8 2.8
Financial 1.4 1.8* 2.0 2.2

REGULATORYENVIRONMENT
Fractionof revenuesinhighlyregulatedbusinesses 27% 41%* NA NA

Domestic 13%
Subsidiary 37%

Fractionsof revenuesinbusiness whereregulation
is expectedto

increase NA NA 23% 37%*
Domestic 13%
Subsidiary 30%

decrease NA NA 3% 4%

'Meansof 5-pointscales: 1=noproblems,5=severeproblems
*Significantdifferenceacross countrieson item.Significantoveralldifferencebetweenthe two
countries.

tSignificantdifferencebetweendomesticAustralianfirmsandforeignsubsidiariesfortwoofthe 13
itemsas shown;no significantdifferencesforotheritems.

Expressed Strategy

Finally,therearealsopatternsof similarityin explicit,expressedelementsof
strategy.Althoughthereare some minordifferencesin emphasis,perceived
importanceof variouscombinationsof newandoldproductsandmarketsrank
thesame(Table3a).Managersinbothcountriesanticipatethatgrowthinexisting
product/marketcombinationswillbecomelessimportant,andtheylookto new
productsforexistingmarketsas the solution.Australianmanagers(Table3b)
aresomewhatmorelikelyto attemptto be firstto marketwithnewproducts
andservices(perhapsbecauseof thesmallscaleof theAustralianmarket),but
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otherwisethepatternsof productentrystrategiesarequitesimilar.Again,there
is somedifferencein emphasis(Table3c), but the rankorderingfor the two
countriesisthesameformarketentrystrategies,withsearchingforstrongpositions
ingrowthmarketsviewedasimportantandexitasrelativelyunimportant.
WithinAustralia,therearesomerelativelyminorstrategicdifferencesbetween
domesticAustralianandsubsidiaryfirms.Thesedifferences,whichareindegree,
reflectthe factthatdomesticfirmscangenerallylook elsewhereformarkets,
whereassubsidiariesoftenhavesisterunitsalreadylocatedin morepromising
markets.Similarly,domesticfirmscanattemptto avoidcompetitivebusinesses
moreeasilythansubsidiaries,whichhavefeweropportunitiesto broadentheir
productlines.

Overall

Themanagerialsettingsinthetwocountries,whiledifferingsomewhatinemphasis,
arebasicallysimilar.Only 8 of 42 environmentalandstrategicmeasuresare
differentfordomesticandsubsidiariesof multinationalfirmsin Australia.Most
of theseare differencesin degreeand none reflectbasicdifferencesin what
themanagersaretryingto do.Testingof the 10hypothesesthusseemsto make
substantivesense.

RESULTS OF TESTS OF HYPOTHESES

Eachof the 10 hypotheseswas testedwith multiplemeasures,usinga total
of 31 testableitems.Of the 31 inter-countrytests(Table4), 27 confirmedthe
expectedresultsat a = .05, 3 foundno effectwhereone was expected,and
onefoundaneffectwhenequivalencewasexpected;therewasno inter-country
effectoppositeto thatexpected.Thetestsaredependent,buta globaltestof
allhypothesesalsoshowedsignificantUnitedStatesversusAustraliadifferences.
Ofthe31 items,14weresignificantlydifferentbetweendomesticandsubsidiary
firmsin Australia;theseweremostlyrelatedto government-imposedrestriction
or managementpolicybasedon the foreignownershipof subsidiaries.Of the
31items,24producedthesamesignificantresultswhenUnitedStatesanddomestic
Australianfirmswerecompared;theonlysubstantivereversalinvolvedone of
themeasuresina hypothesisdealingwithacquisition.

Market Environment

The expectedmarketenvironmentdifferencesbetweenUnited Statesand
Australianfirmswereconfirmedfor all 5 measures.Also as predicted,there
are no differencesbetweenthe competitiveor product/marketenvironments
facedbydomesticAustralianfirmsandforeignsubsidiaries.
Hl:CompetitiveEnvironment:Themarketenvironmentsfacedby allAustralian

companiesaremoreoligopolistic,basedonsalesrevenuederivedfrommarkets
inwhichthereare7 orfewercompetitors,andonmarketdominance.

H2: Product/MarketEnvironment:United States firms are twice as active in
fast-growthmarketsas all Australianfirms,andanticipatethreetimesthe
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TABLE 3
Elements of Expressed Strategyt

a) ProductMarketCombinations:ImportanceforGrowthof'

Historic Future

United United
Australia States Australia States

Existingproductsinexistingmarkets 4.0 4.3* 3.4 3.7*
Domestic 3.0
Subsidiary 3.6

Newproductsinexistingmarkets 3.2 3.2 3.4 3.7
Existingproductsinnew markets 2.6 3.0* 2.8 3.2*

Domestic 3.2 3.6
Subsidiary 2.1 2.2

Newproductsinnew markets 2.2 2.4 2.8 3.2*

b) ProductEntryStrategies:Attemptto Be2

United
Australia States

Firstto marketwithnew productsandservices 3.23 2.77*
Earlyfollowerinfast-growingmarkets 2.76 2.99
Lateentrantinestablishedbutgrowingmarkets 2.62 2.75
Entrantinmature,stablemarkets 2.58 2.27
Entrantindecliningmarkets 1.31 1.28

c) MarketEntryandExitStrategies:FirmSeeks2

United
Australia States

Situationswherelargemarketsharecan be obtained 4.29 4.17
Domestic 4.71
Subsidiary 4.03

Toentergrowthmarkets 4.16 4.17
Situationswhereproductdifferentiationis important 4.07 3.62*
Toentermarketswithfewcompetitors 2.47 2.92*

Domestic 3.01
Subsidiary 2.13

Toenterservicebusinesses 2.43 2.32
Toexitmarketswithmanycompetitors 1.85 1.84

Domestic 2.11
Subsidiary 1.35

1Meansof5-pointscales: 1 = notatallimportant,5 = veryimportant
2Means of 5-point scales: 1 = disagree, 5 = agree

*Significantdifferenceinitemacross countries
tSignificantdifferencesbetweendomesticAustralianfirmsandforeignsubsidiariesfor6 ofthe 19
itemsas shown;no significantdifferencesforotheritems
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fractionof salesrevenuefromsuchfast-growthmarketsovera five-year
timehorizon.UnitedStatesfirmshavenearlydoublethe fractionof sales
fromproductsinintroductoryandgrowthstagesof theproductlifecycle.

Strategy

Therewas a somewhatcomplexpatternof strategicdifferencesbetweenthe
UnitedStatesandAustralianfirms,aswellasbetweendomesticAustralianfirms
andforeignsubsidiaries.In threecases(size,internationalpostureandR&D),
the inter-countryhypotheseswereconfirmed.In threecases(product/market
diversity,acquisition,anddivestiture),UnitedStatesfirmsanddomesticAustralian
firmsaresimilarbutthesubsidiariesdiffer.
H3: CorporateSize:On average,UnitedStatesfirmsarelargerby a factorof

eightin salesrevenuesandnumberof employees,andby a factorof six
in annualcapitalexpenditures.DomesticAustralianfirmsandsubsidiaries
areaboutequalon thesemeasures.Meansalesrevenuesperemployeeis
not significantlydifferentfor U.S. and domesticAustralianfirms,but
subsidiariesinAustraliaarelarger.

H4:InternationalPosture:UnitedStatesfirmsare more internationalthan
Australianfirms.Theyearnasignificantlyhigherpercentageoftheirrevenues
abroad,havebroaderforeigngeographicdispersionof salesrevenuesand
manufacturing,andhavefarmoremanufacturingsubsidiariesabroad.The
AustraliansubsidiariesareevenlessinternationalthandomesticAustralian
firmsin termsof salesrevenueandmanufacturing,reflectingtheinherently
limitedgeographicalscopeof theforeignsubsidiary.

H5:Product/MarketDiversity:DespitethesmallAustralianmarket,UnitedStates
firmsanddomesticAustralianfirmsareequallydiverse,basedonclassification
by Rumelt's[1974] diversificationscheme,and on operationsin more
industrialclassifications.Botharesignificantlymorediversethantheforeign
subsidiariesinAustralia.

H6(a):ResearchandDevelopment-TotalEffort:UnitedStatesfirmsinvestabout
twicethepercentofsalesrevenuesinR&DasAustralianfirmsingeneral,
andevenmorethanthe domesticAustralianfirms.Indeed,the foreign
subsidiariesinvestmore in R&D than the domesticfirms,although
significantlylessthanUnitedStatesfirms.TheUnitedStatesfirmsalso
reporta higherfractionof salesrevenuesdependenton newtechnology,
a patternexpectedto continuein thefutureandalsoreflectedinproduct
life-cycledifferences(H2).

H6(b):ResearchandDevelopment-Typeof Effort:As expected,UnitedStates
firmsput relativelymoreemphasison productdevelopment,whereas
thefocusof AustralianR&Deffortis on processdevelopmentforboth
domesticfirmsandsubsidiaries.

The comparisonsof emphasesin R&D arereinforcedby statementsof what
thefirmsaretryingto do in termsof R&Dandtechnology(Table5). Whereas
R&Dtendstobeappliedinbothcountries,thereisvirtuallycompleteagreement
that it is appliedin Australianfirms.Firmstryto be innovative,theAustralians
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moreso,butarenotnecessarilyatthecuttingedgeoftechnology.TheAustralians
tendtobemoreaverseto risk.Technologicalemphasistendstobeplacedwhere
economiesof scaleareimportant,especiallyforthe Australianfirms,whereas
UnitedStatesfirmsaremoreconcernedwithattemptingto obtainpatents.The
one significantdifferencebetweendomesticAustralianfirmsand subsidiaries
againreflectstherelativeeasefordomesticfirmstogrowthroughacquisition.

TABLE5
Differences in Strategic Elements of Technology

and Research and Development't

United
Australia States

a) R&D:Thefirm
has highlyappliedR&D 4.81 3.95*
has R&Dthatavoidsrisk 4.13 3.37*
is highlyinnovativetechnically 3.48 3.08*
is at cuttingedge oftechnology 2.67 2.48
prefersto growthroughacquisition 2.74 2.59
ratherthanR&D

Domestic 3.21
Subsidiary 2.43

b) Technology:Thefirmseeks situations:
whereeconomies ofscale are important 3.81 3.45*
wherepatentsare important 2.28 2.83*
of lowcapitalintensity 2.00 2.91*
ofscarce rawmaterialresources 2.19 2.04

'Meansof5-pointscales: 1 = disagree,5 = agree.
*Significantdifferenceacross countrieson item.Significantoveralldifferencebetweencountries.
tSignificantdifferencebetweendomesticandsubsidiaryfirmson 1 of9 itemsshown.

H7:Acquisition:DomesticAustralianfirms,encouragedby nationalpolicy,are
voraciousacquirers,typicallyof relativelylarge-sizebusinessesin mature
markets.A significantlygreaterfractionhavemadeacquisitionsthanUnited
Statesfirms(Table4), and althoughthe grossvalueof acquisitionsis
(unsurprisingly)greaterfor UnitedStatesfirms,the relativepercentageof
sales revenuesfrom acquiredoperationsis muchgreaterfor domestic
Australiancorporations.As expected,multinationalsubsidiariesengagein
less acquisitiveactivitythandomesticfirms,and are less likely to see
acquisitionasthepathtogrowth(Table5).

The predicteddifferencesin the characterof acquisitionswerefound;United
Statesfirmsmaderoughlytwiceas manyacquisitionsas Australiancompanies,
andthoseacquisitionsweremorelikelytobegrowth-orientedthantheAustralian
acquisitionsof eitherdomesticorsubsidiaryfirms.
H8:Divestiture:More United Statesfirms made divestituresthan foreign

subsidiariesin Australiaand,as expected,UnitedStatesfirmson average
mademoredivestituresthanboth domesticAustralianand subsidiaries.
Foregonerevenue,as a proportionof totalrevenue,was aboutthe same
forallfirms.
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OrganizationStructure

Intermsof organization,theUnitedStatesfirmsanddomesticAustralianfirms
arequitesimilar;theforeignsubsidiarieshavesimplerorganizations.
H9:Depth:All companieshave a distinguishablesecondlevel of operating

responsibilityandthedomesticAustralianandU.S.firmshavecomparable
structuresat lower levels. Australiansubsidiariesof foreign-based
multinationalsaresignificantlymoreshalloworganizationally,reflecting,no
doubt,theirnarrowerproductdiversity.

Despite this disparityin organizationaldepth, the numberof identifiable
organizationalelementsat eachlevelrelativeto thenumberat thenexthighest
levelis similar,suggestingconsensusonspanof organizationalcontrol.
H10:Type:ThedomesticAustralianfirmsaremultidivisionals;four-fifthsofboth

themandtheUnitedStatessamplereportedadivisionalformoforganization;
mostoftheremainderreportedfunctionalorganizations.Conversely,nearly
halfoftheAustraliansubsidiariesreportedafunctionalorganizationalform.

TheDomesticAustralianFirmsand theForeignSubsidiaries

Asmentionedearlier,thefactthatourU.S.sampleoflargemanufacturerscontains
no subsidiariesof foreign-basedfirms,while half of the large Australian
manufacturersare subsidiariesper se reflectsenvironmentaldifferences.The
historicdevelopmentof Australiaas a raw materialssupplierand its small
populationno doubtdiscouragedlarge-scaledomesticmanufacture.However,
relativelyhighincomesencouragedlargeforeignfirmsto enter,firstasexporters
andlaterasmanufacturerswhenthatmadesenseframedagainstglobalscale.
In somewaysthe domesticAustraliancorporationsmorenearlyresemblethe
domestically-basedU.S.companies,whereasinotherstheymorecloselyresemble
thesubsidiaries.
MarketEnvironment.ThemarketenvironmentsfacedbythedomesticAustralian
firmsandsubsidiariesarepracticallyidenticalintermsofcompetitionandmarket
growth.TheU.S.firmsfacemorecompetitiveandhigher-growthenvironments.
Strategy.ThedomesticAustralianfirmsaresimilartothesubsidiaries,anddifferent
fromthe U.S. firms,in termsof size (exceptfor salesper capitawherethe
firmsaresimilar),internationalpostureandtypeof R&D expenditures(more
process-oriented).TheU.S.andAustraliandomesticfirmshavesimilarproduct/
marketdiversity,whiletheAustraliansubsidiariesaremorespecialized.
Acquisitionanddivestiturepresentamorecomplexpicture,largelyforinstitutional
reasons.Neglectingtotalscale(whichcauseU.S. firmsto be moreactivein
both),domesticAustralianfirmsaremoredependenton acquisitionforgrowth
thanU.S.firms,althoughtheiracquisitionstendmoretobeofmaturebusinesses.
Foreignsubsidiaries,workingunderlegalrestrictions,acquireand divestless
thanthedomesticAustralianfirms.
Combinedwiththe environmentalcharacteristics,theseresultsmeanthatthe
Australianfirms(domesticand foreign-based)arelockedinto the Australian
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market,but the domesticfirmspay all the costsof diversityin a small-scale
market.
Organization.The domesticAustralianfirms,despitethe smallerscaleof the
Australianmarkets,arepracticallyidenticalto the U.S. firmsin termsof the
preponderanceof multi-divisionalorganizationsandin termsof organizational
depth.Thesubsidiariesaremorespecialized,haveshallowerorganizations,and
tendmoreto thefunctionalform.

Does SizeExplainAll?

One reasonablequestionis whetherthe resultsin Table4 comparingUnited
StatesandAustralianfirmssimplyfollowfromthe scaleof the UnitedStates
firmsandthe scaleof the UnitedStatesmarkets.It is hardto makea direct
comparisonbecausethelargestquarterof theAustraliansampleis stillsmaller
in termsof revenuethanthe smallestquarterof UnitedStatesfirms.While
scalenodoubtenters,we thinkthatotherfactorsareatwork:

* Despitedemographicandsocioeconomicsimilaritiesoftheeconomies,
theUnitedStatesfirmshaveproductmixesmuchricherinearlyphases
of theproductlifecycle.

* TheUnitedStateseconomyisabout15timesaslargeastheAustralian
economy,but the UnitedStatesfirmsareonlysix to eighttimesas
largeas the Australianfirms,basedon salesrevenueand capital
expendituremeasures.Further,salesrevenueperemployeeis about
thesameinthetwocountries,andtheAustraliansubsidiariesaveraged
highersalespercapitathantheUnitedStatesfirms.

Therearealsosomeareaswheresizeperse seemsneutral:
* It is difficultto see why internationalposturefollowsper se from

scale,particularlygiven Australia'shistoricalCommonwealthties.
However,Australia'sprotectionistpolicyof importsubstitutionand
themoreopenlycompetitiveUnitedStateseconomyshouldproduce
differencesininternationalposture.

* Similarly,marketgrowthseemsmoreor lessneutralwithregardto
sizeof firm,yet theUnitedStatesfirmsaremoreactivein growing
markets

Somecontra-indicationofsizeasthesoleexplanationis availableinareaswhere
scaleis clearlyimportant:

* Whereasfirmconcentrationis greaterin Australia,thedisparitywith
the UnitedStatesconcentrationis not enormous.The differencein
marketleadershippositionsfortheselargefirmsis evensmaller.

* Diversityshould,if anything,be greaterin the morelimitedAustralian
marketif overall scale is the drivingforce, but United States firms
areat leastas diverseas the Australiandomesticfirms.

On balance,then, we acknowledgethe importanceof size (or probablymore
important,scale)butwe do notseeit asthesoleorevennecessarilythedriving
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forceproducingthedifferencesinTable4,particularlyinviewoftheorganizational
similaritiesof theU.S.andAustralian-basedfirms.

DISCUSSION

Thispaperattemptsto predictdifferencesinthemarketenvironments,strategies,
andorganizationstructuresof UnitedStatesandAustraliancorporationson the
basisof environmentaldifferencesat the level of the nation-state;differences
betweendomesticAustralianfirmsandsubsidiariesof multinationalswerealso
investigated.Findingswere generallyin agreementwith the hypotheseswe
developed.Therearethreekindsof implications-thefirstof a generalnature,
the secondinvolvingstrategiesof subsidiariesrelativeto domesticfirms,and
thethirdrelatingto Australian-basedcorporations.
First,thoughthe findingsthat nation-stateenvironmentsaffectthe market
environments,strategies,andorganizationstructuresof firmsshouldcome as
no surprise,its demonstrationin a cross-culturalstudy revealsimportant
implicationsforthemanagementof corporations.Thecontextualenvironment
of organizationscanbe viewedas consistingof two parts,one thatis basically
beyondthecontrolof thefirmandonethatthefirmmaybe ableto influence.
The firmcannotgenerallyinfluencethe nation'sland area,its weather,its
population,itsgeographicrelationshipto othercountriesandso forth,andthese
factorsactas constraintsuponthefirm'sactivities.Furthermore,althoughfirms
ingeneralmay,throughlobbyingandotherpoliticalefforts,be ableto influence
thenation'seconomicandforeignpolicy,degreeof regulatoryactivity,operation
of the capitalmarkets,andmembershipin andrelationshipto supra-national
organizations,influenceof individualfirmsin capitalisteconomiesmay be
relativelysmallandunevenoverindustries.
Managementcaninfluencethedegreeto whichit drawsonchangingmanagerial
practice.Totheextentthatmanagersinanynation-statedonotavailthemselves
of the developingbody of managementtechnology,put whatis appropriate
to use anddiscardthe remainder,theyplacethemselvesandtheirfirmsat a
disadvantagein the increasinglycompetitiveworldeconomy.Overtime,the
capitalstockof managerialpracticehasincreasedandwill continueto do so
as researchand developmentactivityby the world'sbusinessschoolsand
practitionerscontinuesto increase,andasinnovativemanagerscontinuallystrive
to be moreeffective.Comparativestudyof the typereportedheremayhelp
providebenchmarksforjudgingvariouschangesinmanagerialpractice.
Thesecondsetofimplicationshastodowithwhatthesubsidiaryofamultinational
corporationcanandcannotbe.NotonlydoesgovernmentregulationinAustralia
restricttheacquisitionactivitiesof subsidiaryfirms,inrecentyearsit haspursued
a policyof encouragingmergerto developstrongerdomesticcorporations.It
is not surprising,therefore,thatdomesticfirmsshouldbothbe morediverse
in theirproductsandmarkets,andengagein a greaterdegreeof acquisition
anddivestitureactivitythansubsidiaries.Domesticfirmsarealsofreerto seek
newmarketsandhighmarketshares,andtheirmoredivisionalizedorganization
structuresgive themorganizationaladvantage.In partthesefindingsarealso
consistentwithanownershipperspectiverelevanttosubsidiariesingeneral:foreign
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firmsenteredthe Australianmarketbecausethey perceivedthat they had
advantagesoverdomesticfirmsin a limitedrangeof products,but theyare
restrictedto theseby corporateandpublicpolicy.Fora subsidiaryto thrive
inanenvironmentcharacterizedbyrulesofthegamethatplaceitatadisadvantage
comparedtodomesticfirms,theadvantagesenjoyedwhentheAustralianmarket
wasenteredmustbeprotectedbyskillsandstrengthseitherdevelopedinAustralia
orbytransferfromelsewhereinthecorporation.
The thirdset of implicationsis for Australian-basedcorporations.Whilewe
do notwishto setupUnitedStates-basedcorporationsas modelsforAustralia
or elsewhere,useof UnitedStatescorporationsasa referencepointraisessome
seriousquestionsregardingthestrategicdirectionsbeingpursuedby manylarge
Australiancorporations.Whereasthe Australiannaturalresourcebasemakes
itreasonableformanyAustraliancompaniestocommittoextractiveandprimary
processingactivities,the reporteddependenceon low-growthmarkets,lackof
newproductinnovation,lowcapitalintensityandlowlevelsofR&Dexpenditure
lead to a concernregardingthe futureperformanceof manyof thesefirms.
(Note that in Canada,R&D spendingby domesticcorporationsexceeds
subsidiaries[GlobermanandMeredith1984].)Althoughsomedegreeofdomestic
consolidationmaybe desirable,mergerthatreducescompetitionin domestic
markets,while failingsimultaneouslyto increaseboth capitalformationand
R&Dspending,willnotachievegovernmentobjectives.
Perhapsthe moststrikingcontrastlies in the areaof internationaloperations.
Comparedto theirlargeJapaneseand Europeancompetitors,UnitedStates
corporationsare significantlyless internationally-oriented,and the poor
internationalperformanceof manyUnitedStatescorporationshas givenrise
to nationalconcern.Comparedto eventhismodestbaselevel,however,the
domesticAustraliancorporationscomeoffpoorly.Perhapsfailureto participate
in internationalmarketshas contributedto the otherareaof majorcontrast,
the non-innovativeproductstrategiesof Australianproducers.A move from
overcrowded,relativelyslow-growth,domesticmarketsshouldin anycasebe
worthwhile.However,the growthof the PacificBasineconomiessuggestthat
a reorientationto broadermarketopportunitiesis long overduefordomestic
Australiancompanies.Theircompetitivenessshouldimproveasa result.
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