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PREFACE TO THE SEconD EpiTiON

Almost a decade after we completed the research that resulted in
the publication of Managing Across Borders: The Transnational
Solution, it has been a strange experience to find ourselves revisit-
ing the manuscript. So much has occurred in the intervening years
that we approached the possibility of the new edition of the book
with some trepidation.

As we reviewed the concepts and frameworks, and re-
acquainted ourselves with some old familiar companies, we experi-
enced a variety of emotions. At one extreme was a glow of nostalgia
for the wonderful experiences we had in researching and writing
this book; at the other was a sense of embarrassment about sections
of awkward prose or inappropriate predictions. But the over-
whelming feeling we had was one of contentment and even pride.
This was not so much a contentment born of self-satisfaction—the
manuscript’s numerous errors and revealed blind spots prevented
that—but a contentment born of a recognition of how fortunate
we had been to be in the right place at the right time. Through the
generous cooperation of some 236 managers in nine core compa-
nies, we were able to see an emerging transnational management
model supported by an integrated network organization form that
has proven robust and powerful in the years that have followed the
publication of the book.

As we look around at the international business environment
in the closing years of this century, it gives us a great deal of satis-
faction to see companies developing the kind of multidimensional
strategic competencies and the flexible organizational capabilities
that we described as the transnational model. In today’s environ-
ment, this is no longer simply an idealized model. It is the corpo-
rate form that companies around the world are building and
managing in an ongoing routine fashion.
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As we noted in the original preface and acknowledgments, we
count ourselves extraordinarily privileged to have had the opportu-
nity to learn from so many knowledgeable and experienced man-
agers. Throughout the seemingly endless process of researching this
book, whenever we became discouraged that we would never be able
to make sense of the vast amounts of data we were collecting, we
simply reminded ourselves that ours was the easy task. With access
to leading-edge companies and generous managers willing to share
their views, we had the luxury of being able to step back and look
for patterns and trends across the very diverse organizations we were
studying. Our simple goal was to reduce the large and complicated
world that the managers were wrestling with into some simpler con-
cepts and frameworks that could capture the essence of the emerg-
ing strategic imperatives and organizational forms without
destroying either the subtlety or the complexity. In fact, we found
this experience such an exhilarating one that within months of the
publication of Managing Across Borders, we were already engaging in
the design of a follow-on project. That project has provided the
material for the update of this book.

Although our research for this book focused on the ways in
which the forces of globalization were creating new strategic and
organizational imperatives for companies worldwide, by the time
we had finished the study, we were acutely aware that we were
examining only one part of a much more profound revolution.
Globalization was only one of several important and urgent forces
of change that were simultaneously reconfiguring the corporate
model in a way that had not been seen in more than three quar-
ters of a century. In the closing decades of the twentieth century,
the forces of deregulation and privatization were also sweeping the
wortld. Meanwhile, the information age and knowledge revolution
were reconfiguring the strategic characteristics of whole industries
and providing new impetus to the growth of the service sector of
the economy. At the same time, waves of mergers and acquisitions
and the proliferation of alliances and partnerships confirmed the
need to capture scale and scope economies and forced companies
to develop the ability to manage in more flexible networked orga-
nizations. And a social, political, and economic revolution was
opening up whole regions of the world for the first time and was
creating political blocs and economic alliances that were radically
changing the context for companies’ operations.
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In this faster-paced, more competitive, knowledge-intensive,
service-based world, the modern corporation was forced to
undergo a transformation unlike any it had seen since the 1920s,
when the birth of the diversification strategy led to the creation of
the divisionalized organization structure and its accompanying
professional management model. The past decade’s barrage of
management fads and initiatives, from restructuring and reengi-
neering to empowerment and organizational learning, were simply
symptoms of companies in transformation to a new corporate
model that we described as the “individualized corporation.” (For
a summary of our findings, see The Individualized Corporation,
Harper Business, 1997.)

Since the new research built on the work done in the
Managing Across Borders study, it was not surprising that some of
the findings extended and illuminated our earlier work. With the
hindsight and enrichment of our latest research, we have incorpo-
rated some of our later findings into the revised edition of this
book. This has resulted in the addition of a fourth part to the
book. In Part IV, entitled “Transformation to the Transnational,”
we use the perspective we have gained since the original publica-
tion to chart how several companies have implemented the con-
cepts we described in our original work. As a result, while we do
track the original nine companies, we also introduce some addi-
tional examples of companies that were building and implement-
ing transnational models into their organization in the 1990s.

The two new chapters in Part IV reflect some of the new
insights we gained in researching The Individualized Corporation
project. Chapter 11 reflects our finding that while companies were
gradually building the new complex organizational forms to
implement the new strategic imperatives, many managers were
having difficulty understanding their new multidimensional roles
and interacting in the required flexible, networked manner. The
problem was, as one manager so aptly put it, “We were trying to
implement third-generation strategies through second-generation
organizations run by first-generation managers.” This chapter
focuses on the roles and tasks of “third-generation” managers
required in a transnational company. It highlights how this new
networked organization depends on the integration and effective-
ness of individuals with multiple perspectives and capabilities. In
brief, the transnational organization cannot work effectively until
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the company develops business, geographic, and country man-
agers whose intersecting roles and relationships produce the kind
of multidimensional and flexible capability such an organization
demands.

In Chapter 12, we document the transition process toward
developing a transnational organization that was not yet visible in
the late 1980s, when the original research was completed. Building
on insights we first developed in our observations of Jack Welch’s
transformation of General Electric, we had the privilege of occu-
pying a ringside seat as Percy Barnevik explicitly undertook the
task of creating a transnational company out of the merger of an
archetypal multinational company (Brown Boveri) with an old-
line international organization (Asea). Today, ABB is truly what
Barnevik set out to create—"“a company that is big and small,
global and local, decentralized but with central control”—and, in
our view, one of the best examples of a transnational company. We
describe in that chapter the path he and others took in creating the
organization, not only emphasizing the structural and process
changes (in the organization’s anatomy and physiology, as we
describe it in Chapter 13), but most importantly, by changing the
behavioral norms and cultural values (the organization’s psychology,
in our terminology).

Finally, we have included at the end of this new edition some
notes and frameworks that we have developed in our subsequent
work with companies that were striving to build the kinds of capa-
bilities we described in the book. As we worked with managers of
companies around the world, their interest was to take the con-
cepts and models that we had described and make them concrete
and actionable within their organizations. The application hand-
book that is included as an appendix is the output of some of those
interactions.

Our broad objective in adding this appendix is to help man-
agers to think through the notions presented in the book chapters
and to create some questions and exercises that can be applied to
a specific business situation. In our experience with various com-
panies, we have found that there are multiple benefits to be gained
in undertaking such activities. First, the exercises can provide
management with a similar world view and the language system to
describe it; furthermore, they can give managers a framework
through which to analyze their business and communicate its key
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characteristics to one an other; and, finally, such exercises can cre-
ate a consensus on action required and even a framework for
implementation. We hope that the new appendix will provide a
practical set of tools for managers in those companies wanting to
move beyond the ideas and into implementation.

The publication of Managing Across Borders was one of the
most satisfying events in both our professional lives. Beyond the
excitement of the research project and the satisfaction of seeing
our findings in print, we also were blessed with an enormously
helpful and supportive publisher in Harvard Business School
Press. In the original acknowledgments, we recognized the editors
and staff who were particularly helpful in the original publication,
but our relationship with the Press has only deepened over time.
The unfailing support and good friendship of their first-rate pro-
fessional staff has meant a lot for both of us. In particular, we
would like to recognize Carol Franco, the Press’s extraordinarily
capable director, and Kirsten Sandberg, the senior editor, who was
the driving force behind this revised edition. To both of you and
to all of our friends at HBS Press, thanks for your continued sup-
port and friendship
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In the two years since the publication of Managing Across Borders,
the complexity of the international business environment has con-
tinued to increase. We have witnessed the beginning of an intri-
cate transformation process within Eastern Europe, a broadening
of the regionalization of trading blocs, an acceleration in the devel-
opment and the diffusion of new technologies and innovative
products worldwide, and an intensification of the battle among
global competitors across a wide variety of industries.

Such developments have reinforced many of the imperatives
for change we described. As their operating environment becomes
more complex and multidimensional, managers around the world
are concluding that they need to recognize and respond to that
complexity, not minimize or deny it. To overcome the limitations
of their historical strategic postures and structural configurations,
they are striving to develop new organizational capabilities that
will help them succeed in the charged competitive environment of
the twenty-first century.

In this context, there are constantly reports in the business
press of companies developing integrated worldwide structures
linked by flexible management processes. The concept of transna-
tional organization seems to be gaining a good deal of currency.
IBM’s announcement that it was transferring its important
telecommunications business headquarters to London is only the
latest in a long series of changes that confirm its objective of
building an integrated worldwide network; Asea Brown Boveri,
the European-based electrical engineering company, is deliber-
ately and consciously trying to build a transnational organization
through acquisition and integration of national companies
around the globe; and Akio Morita, Sony’s high-profile CEO, is

XV
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committed to the transnational concept, describing it to his own
organization as “glocalization”—the combination of global inte-
gration and local responsiveness.

Yet, as more and more companies make the transition to
become transnationals, one conclusion has become crystal clear: it
represents a major managerial challenge. Our hope is that by
describing the new transnational model and a framework for
thinking about it, we can give managers and students of manage-
ment the tools to help them through the complex strategic and
organizational tasks they face. But it is a framework, not a for-
mula. Individual managers still must undertake the hard work of
analyzing their company’s particular environmental situation,
understanding its unique administrative heritage, and developing
the specific plan of action necessary to create the desired organiza-
tional capabilities. Those who succeed will have built a powerful
and durable source of competitive advantage.
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The 1980s have been a watershed for most large corporations
worldwide. The era of “globalization” left most managers scram-
bling to understand the nature of the forces of change in their par-
ticular businesses, what responses were most appropriate, and,
above all, how they could manage the more complex strategies and
operations on an ongoing basis. This is the broad agenda we
address in this book. Our objective is not only to report the core
findings from a five-year study of nine of the world’s largest cor-
porations, but also to provide practicing managers with specific
guidance and recommendations to help them prepare for the chal-
lenges that will confront them as they prepare for the twenty-first
century.

Many of the findings presented here have their roots in
research begun a decade ago in Christopher Bartlett’s doctoral dis-
sertation, and owe a great deal to the nurturing environment in
which that effort began. The germination and initial nourishment
of the ideas drew heavily on three important streams of research
undertaken at the Harvard Business School in the 1970s—the
strong business policy traditions pioneered by Kenneth Andrews
and C. Roland Christensen, the major international business proj-
ect led by Ray Vernon, and the influential organizational behavior
research of Paul Lawrence and Jay Lorsch. Indeed, the gradual
intersection of these streams of research influenced many of us
who passed through the doctoral program in the 1970s, and the
thesis findings and subsequent research of John Stopford, C. K.
Prahalad, Yves Doz, and many others bear witness to the richness
of the intellectual environment to which we were exposed during
our training.

Although the roots of our current research were nourished in
this intellectual soil, the real inspiration came from practicing

xvii
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managers. In developing case material for an MBA course in man-
agement of the multinational enterprise, we realized that managers
in a wide variety of industries and from all parts of the world were
having enormous difficulty responding to the transformation tak-
ing place in the international business environment. But the in-
depth case studies of more than twenty large worldwide
companies—as diverse as Corning Glass Works, EMI, Dominion
Engineering Works, Komatsu, Merloni, and Kentucky Fried
Chicken—Ied to an unexpected finding. Most managers seemed
to understand very clearly the nature of the strategic task they
faced; their main problem was developing and managing the orga-
nizational capability to implement the new and more complex
global strategies.

In order to study this issue more systematically, we decided to
undertake a clinical study of a group of leading companies that
were trying to adapt to the changes we had observed. The research
methodology, described in detail in the Appendix, centered on a
study of a diverse group of companies in three distinctly different
industries. During two and a half years of field work, we inter-
viewed 236 managers in the worldwide operations of Procter &
Gamble, Unilever, and Kao in the branded packaged goods busi-
ness, General Electric, Philips, and Matsushita in consumer elec-
tronics, and ITT, Ericsson, and NEC in the telecommunications
switching industry.

Our objective was to gain a rich understanding of the organi-
zational and administrative tasks facing managers in companies
with worldwide operations in a time of major environmental
change. At the most basic level, we wanted to identify and con-
ceptualize the forces of change and the strategic challenges they
presented. More specifically, we hoped to reach some understand-
ing of the organizational characteristics required to manage in the
emerging environment. And, finally, we wanted to extract some
guidance on how companies might develop and manage such
characteristics.

As the project continued, the issues we were researching took
on even greater urgency and importance. The signing of the his-
toric U.S.-Canadian Trade Agreement, the growing effectiveness
of the ASEAN trading bloc, and the evolution toward an inte-
grated Europe in 1992 forced managers in many companies to
reevaluate how they were managing their international operations.
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Even companies that were not seeking to expand abroad were con-
fronted by the emerging challenges as the forces of international-
ization reached out to embrace them. It became increasingly clear
that the issues we were studying and the conclusions we were
drawing were much broader than our original intention. The
management of worldwide operations was the management of
complexity, diversity, and change, and the same challenges faced
all managers everywhere as the world’s increasingly linked
economies sped toward the twenty-first century. The transnational
organization we describe, and the process we propose for building
and managing it have lessons for managers in all large complex
organizations.

While the book is written primarily for these managers, we
hope that it will also be of value to our academic colleagues. In
analyzing the clinical data and in developing conclusions, we have
drawn on a diverse range of literature in the fields of organization
theory, business policy, and international management. The Notes
identify this literature and suggest how our arguments and find-
ings relate to it.

While case research in nine companies constituted the core of
our study and formed the basis of our observations and conclu-
sions, we were also concerned with the broader validity and gen-
erality of these findings. Therefore, we carried out some intensive
and extensive questionnaire surveys to complement the clinical
studies. The detailed Appendix on research methodology describes
the different approaches we adopted and also presents some of the
more quantitative data and analysis that support the case
study—based findings reported in the book.
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