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INTRODUCTION

Over the last decade, we have heard more and more calls for companies to change into
global network organizations, and to build stronger cross-border regional organizations. The
challenges to managers, in creating these more complex businesses, has been less closely
considered. The goal of this paper and our research into integration of European operations of
many companies, is specifically to address the needs of managers. Often the transition between
stages in internationalization address the issue of organizational changes. We propose to look
underneath those changes, and explore the managerial issues of the organizational transitions.
Through describing our observations and inferring our conclusions, we intend to make
managers aware of the options that are available, and to help them make choices both in terms
of achieving their organizational goals and identifying efficient and effective mechanisms.

LITERATURE REVIEW
Why Study Regional Organizations?

Strong regional organizations have recently been recognized as a key step in the
globalization process (Malnight, 1996). Malnight argues for an extension the older models of
internationalization (Welch & Luostarinen, 1988), observing that companies must evolve from
national subsidiaries to strong regional organizations before achieving truly global network
organizations.
The rationale for strengthening of regional operations is to overcome the limitations of
the national organization in two ways: one, improve economies of scale and scope, thus
achieving higher profits, and two, identifying and exploiting new market opportunities that
emerged through the increased critical mass. The arguments for and against strong regional
organizations, between MNE's global network and national subsidiaries, is a continuation of
the quest for an organization form through which MNE's can leverage their strengths (e.g.
Bartlett & Ghoshal, 1986, 1989; Prahalad & Doz, 1987; Quelch & Bloom, 1996) while
dealing with the tension between local responsiveness and global standardization.
Why Focus on the Regionalization Process?

Integration in regional blocs are often far less easy to achieve than to discuss. Initial
responses by many companies led to the creation of regional headquarters, and regionalising
some parts of the value chain. In practice, few companies have achieved a high level of
European integration (Bleakley & Williamson, 1995). In fact, Ruigrok and van Tulder (1995)
similarly found very few truly global companies. Reports from companies usually emphasize
the unexpected high cost of integration, in terms of the time and effort required. Unilever, for
example, has made repeated attempts to centralise in Europe, and yet falling back to the
individual country organizations. Actually creating the highly integrated regional organizations
is less obvious than imagining how the regional configuration could create economic value.
Understanding the managerial options and choices which drive the process of regional
integration is important to avoid the high costs of failures, and to gain the potential advantages
identified in the literature.

From the managerial perspective, we find two issues are important for our research
into integration process. First, we agree with other researchers that change processes have
path dependent qualities, by which we understand that the pace, type, and style of initiatives
have an impact on both what types of outcomes companies can achieve, and their relative
success in reaching the goal. Second, we are interested in identifying best practice, exploring
the choices and changes that occurred in companies which seem to create effective regional
organizations at a reasonable cost.
In research on integration in the context of mergers and acquisition (where is a similar
focus on organizational configurations and changes and less attention to the managerial
process of integrating), Haspeslagh and Jellison (1993) provide one of the few in-depth
analysis of the integration process in mergers. They observed that excellent execution of the
integration process is crucial to achieving the potential synergies of the deal. In the broader
field of corporate strategy, there is a similar frustration with the lack of knowledge about
change processes (Rumelt, 1995), despite a growing literature on corporate transformation
broadly classifiable as restructuring, reengineering, renewal, and regeneration transformation
processes. Muzyka, de Koning and Churchill (1995) argue that effective transformation must
adequately account for the path dependent processes which lead to the 'new' organization.
Rather than seeing transformation as a shift from one structure to another (hopefully better)
one, they argue that management must clearly envision the desired future company, and build
that organization into the transformation process itself. This approach adds an managerial
dimension to recent calls to investigate the path dependent processes which build the
corporate portfolio of products, resources and competences (Rumelt, 1994). Although few in
number, studies focusing on the process of integration or strategic change confirm the value of
pursuing our research into the managerial process for achieving economically beneficial
regional integration.
Why use Europe as a Model for Creating Regional Operations?
Europe is a challenging context, partly because of the scale of diversity: radical
differences in traditions, languages, values and politics divide countries and regions (Calori &
De Woot, 1994, Bloom, Calori & de Woot, 1991). Although the combined market size is
similar to the U.S., the complexity and diversity require a high level responsiveness and
flexibility (The Group of Lisbon, 1993). Despite the slowness of the political and economic
evolution which is creating the European market, most companies agree that unintegrated
European subsidiaries are unlikely to survive or perform well in the long term. Europe shows
an undeniable trend to convergence on many dimensions - market competitors, larger crossborder customers, changing consumer preferences - although the differing rates of
convergence across products, markets and industries are hard to anticipate. This context of
uncertain and yet inevitable process of change has compelled many companies to experiment
with many different models of integration, and many change processes from revolutions (3M)
to slower reformations (P&G). The European experience thus can contribute valuable lessons
for companies building integrated regional organizations in other parts of the world.
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THE STUDY
Research Questions
Against the background of the literature and highly-publicized integration failures, we
concluded that existing stages models of internationalization (i.e. creation of MNEs), and later
models of globalization (i.e. leveraging the MNE) do not sufficiently discuss the managerial
process of transition to regional companies. This gap in our understanding resolved us to
pursue clinical research into European integration, looking most closely at the highly
successful companies. Our research questions can be summarized in two parts: First, how
should the process of integrating be managed, in terms of the pace, type and style of initiatives
and in the context of shifting degrees of internal integration and market convergence and of
evolving strategic objectives, and second, what are the implications of management's choices
of initiatives along specific dimensions, for the future integrated organization?
Research Methodology
We used a longitudinal case study methodology to explore the managerial process
shifting from national subsidiaries to regional organizations. The core of our research project
was built around in-depth field research at Procter & Gamble, Europe. Using carefully chosen
events in the history of P&G Europe since 1978 as the basis for our investigation, we were
able to build a rich understanding of the complex organizational changes that allowed for the
creation P&G's European products and market successes. This in-depth longitudinal research
generated several insights in the process of regional integration, which we then deepened
through careful comparative analysis with other case research and survey results. Specifically,
case research in other companies was conducted by each author independently over the last
several years, and a survey by one author. Finally, our involvement as participant-observers in
other companies allowed us to draw on a broader range of examples to illustrate our
conclusions based on the more systematic research. Each of these empirical sources are
described in more detail in this section.
The field research project at P&G Europe was conducted over a period over 18
months, and involved managers in many locations and levels of the organization. We
interviewed senior executives assigned to the European Technical Centre (ETC, essentially the
European headquarters) in Brussels, including those who have since moved onto other parts of
P&G, General Managers of country organizations, and directors and managers of various
functions and locations. One informant who no longer worked for P&G proved particularly
valuable, partly because his memory was less 'contaminated' by more recent events. In all, we
interviewed 18 people, currently filling managerial positions down to three levels below global
executives in the organization. Several were interviewed more than once. Interviews were
semi-structured, with interviewees being explicitly informed at the beginning of each interview
what information we were seeking, and why. This open approach allowed the interviewees to
understand our broader agenda, and often led to the introduction of new information,
documents, and contacts which greatly broadened our understanding of the historical
evolution of the organization. In addition to the interviews, we also reviewed public sources
and other published cases about P&G and competitors to fill in the external context of P&G's
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the organizational evolution. (Some of the story will be presented in the Ariel Ultra case,
INSEAD and Harvard Business School, forthcoming.)
P&G initially built a strong, successful European presence by building country
organizations, giving each one independence and resources to respond effectively to the local
market. With the development of the European Community, companies like P&G were
challenged to take advantage of the new opportunities. P&G Europe transformed the
Brussels-based ETC into a powerful regional headquarters, actively involved in creating and
implementing European products and strategies, while changing and integrating the range of
country based activities. Much of the transformation occurred as functions and product
leadership became more and more centralized, while still striving to provide the best "Euro"product possible to satisfy consumers in each European market. The process - still incomplete
- occurred over a period of nearly 20 years.
In addition to the detailed work at P&G Europe, we each have also conducted
research in other companies, often focusing specifically on the issue of European integration
for companies. Williamson has conducted case research in Courtauld's Coatings, Honeywell,
Deutsche Bank and Consumer Electronics Firm, as well as a detailed survey of the state of
integration among large European corporations (Bleakley & Williamson, 1995). Verdin has
researched 3M Europe (Van Heck & Verdin, 1996), DAF Trucks (De Haan, Ricart & Verdin,
1992), Vedior International of the Vendex Group (Van Heck & Verdin, 1996). De Koning
has completed studies in Sandvik Hand Tools (1991) and Compagnie Generale Horlogere, a
Seiko subsidiary in France (1993). All these cases provided different additional perspectives
on the change processes involved in creating regional organizations.
Our long-standing interest in this subject, and our concern to make reasonable
generalizations, led us to also review the perspectives of colleagues in their published work
and to reflect on our experiences as participant observers. We found particularly helpful the
studies of Unilever (Angelmar, 1993; Maljers, 1992), as well as more typical European
national champions embarking on a pan-European strategy, either on their own or through
strategic alliances, including Volvo Trucks Europe (Lambin & Hiller, 1994). As participant
observers, we have found Alcatel, IBM Europe, and Eureko (insurance) particularly
intriguing, as much for their experiments as their successes.
At this early stage of our research program we hesitate to assert that our findings our
broadly generalizable. Our initial research at P&G was designed to be exploratory, although
we used the clinical research done by colleagues as a safeguard against superficial conclusions.
Thus our propositions are meant as preliminary conclusions and hypotheses for further
research.

SUCCESSFULLY MANAGING THE REGIONAL INTEGRATION PROCESS

Internal Integration and External Convergence
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As noted in the introduction, one of the most difficult challenges facing European
managers is to know when, where and how fast convergence is taking place in the market
(Calori & Lawrence, 1991). The paradox is that anticipating the market may allow preemptive advantage over competitors, but integrating too fast and too soon may hamper
necessary responsiveness to local markets. The purpose of this paper is not to argue why
companies should integrate, but rather 'how', and in this context, we argue that the decision
to follow a Europe strategy must be implemented in the context of the uncertain degree and
rate of convergence in the market. The organizational changes must be able to respond to the
possibility of changing strategic goals. Procter & Gamble was very sensitive to this issue:
specific changes in the organization and products were often 'reversible', allowing for
experimentation and learning. Looking at product categories, P&G has taken advantage of
common consumer features and leveraged high capital investments in the diaper market by
early centralization of paper products, while continuing to manage Health and Personal Care
Products under the decentralized system of locally marketing subsidiaries.
For the integrating companies, successful reorganization has dual implications:
integrating internally is not only linked to responding to external convergence, but also
affecting it, speeding or slowing the process. P&G affected external convergence in some raw
materials markets when it integrated and centralized some of its purchasing function, and then
forced its suppliers to integrate their operations vis a vis the company. Success in this case
meant dramatic savings on raw materials, but these savings could only be achieved through
both internal integration and pushing external convergence in the market. Unilever did not opt
to follow this strategy at the time, although arguably its European buyer power in the chemical
market was comparable.
Although pushing market convergence may be feasible for some companies,
management should remember that some economic benefit of integrating should accrue to at
least one of the parties, in the short or long term. This apparently obvious caveat is necessary,
because too often managers and researchers forget to check the crucial question of
performance outcomes. An example is Philips' centralized temporary employees supply
contracts. Philips' European HR team (located in Eindhoven) had pushed contractors to
'Europeanize', which has resulted in regional expansion and mergers of temporary employment
agencies. Neither the agencies nor Philips is likely to achieve any substantial economic benefit
from regional integration, however. The failure of the policy is apparent in the subsidiaries'
non-compliance with the policy. In contrast, P&G Europe centralization of purchasing for
Europe, gave clear benefits to P&G, and potential benefits to suppliers.
Observation 1: Organization integration must be adapted to the appropriate degree of market
convergence, as reflected in real economic benefits.

Pacing the Integration Process: Shock Therapy, or Slow and Steady?
A growing stream of research on corporate transformation raises the question of
whether transformations should be effected quickly, or slowly. Working with a model of
radical change, punctuated equilibrium, Tushman and Romanelli posit that corporate
transformations, because they affect all the fundamentals of an organization, should occur
5

quickly (Tushman & Romanelli, 1985). Organization systems, they argue, are tight
configurations of reinforcing patterns, and tweaking the system to achieve change simply
doesn't work. On the other hand, some argue that a slower pace makes more sense - by which
they mean as much as 10 years. They argue that changing requirements for skills and even
more importantly, the need to build and retain trust, require a more patient approach
(Chakravarthy & Gargiulo, 1994; Kim & Mauborgne, 1996).
We should emphasis that integration processes are primarily designed to change the
way a business operates, not to avoid uncertainty and trauma. Taking an indirect route to
integration may help overcome natural inertia or resistance in the system, while at the same
time changing the business. It may even provide the basis for a more important or crucial
change to take place later (see propositions 4 & 5). At other times, a direct approach, tackling
the core of the company's habits head on, is essential to break with the past. In these cases,
making changes to slowly may allow a chance for parts of the organization to build resistance.
In fact, some researchers argue only a direct approach can transform the organization
profoundly (Tushman, 1995). The question of direct versus indirect challenges to entrenched
corporate habits is worth investigating further in this regard.
Both approaches were observed in the companies we researched. 3M Europe clearly
opted for shock therapy. The change was implemented quickly, possibly even to the shortterm detriment of employees and customers. Many employees had been involved in
discussions about the problems of not integrating; nearly everyone agreed that integration was
the way to go. With widespread support for the changes, the general sentiment was that
dragging out the awkward in-between stages would be too distracting for everyone. P&G, in
retrospect, seems to have followed the 20 year plan, building trust, organizational capability,
and ensuring changes were positive. And arguably, both approaches were successful for the
companies involved. Likewise, similar approaches have not worked in other contexts. For
years Philips had been trying to "tilt their matrix" without significant success and it took a
severe crisis to finally make major inroads into the stifling power of the country baronies. Yet
other companies have been going back and forth between centralization and decentralization
without managing organizational learning, at high cost to their performance and market
presence.
- Figure 1 About Here What can we discover from these different stories? We concluded that effective
approaches, long or slow, minimize the trauma and confusion associated with fundamental
change. In the first case, the changes were implemented quickly, and people could settle down
to learn the new systems relatively quickly. In the second case, most changes were done
slowly, following discussion, debate, and experimentation. Relatively little resistance was
created, except for specific functions or people for a short period of time, because of the
longer time frame allowed for participation and adjustment. One way of adjusting used by
P&G, for example, was implementing reductions in subsidiary activities at the same time as
making normal changes of general managers - which in fact happened frequently because the
established personnel policy called for 2-3 year terms. The companies opting for change in the
medium term seemed to experience all the trauma and confusion of the short-term
fundamental change, without the benefit of a quick shock to overcome organizational
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resistance. The change was also too rapid to allow an evolution of attitudes, responsibilities
and capabilities among managers. The result was a greater tendency to retrench to the old
structure, making little or no progress towards integration. We hypothesize that in fact these
companies are stuck in the middle between two types of change processes because the
management had not explicitly made the necessary trade-off and choices, and therefore have
not managed the critical weaknesses inherent in any approach. The actual selection of the time
frame for changes may depend on the pressures of the external environment: if a company's
profitability is suffering, slow change may not be an option (Strebel, 1994).
Observation 2: Successful integration processes minimize the uncertainty and confusion faced
by employees and customers, either by implementing a fast change process (less than 2
years), or a very slow one (10 years or more).
Choosing Initiatives that Build a Positive Path Dependent Process
Our research suggested two important ways that management should consider the
process of integrating, because of the way path dependent forces develop. On the one hand,
the integrating process must consider the need to build managerial capacity for the new (still
future) integrated company, so that once the formal organization changes, people within the
new structure can work effectively. It is precisely the lack of capacity to deal with the more
complex structure of regional organizations, we believe, that cause so many attempts at
formally integrating to fail, Second, the specific choices made in integration initiatives may be
skill enhancing or skill destroying, and may create future strategic options or close them. We
believe management must be sensitive to these long-term implications of their choices in the
integration process, to avoid unnecessary failure or limitations.
Building Capacity for Integration First. An interesting corollary to the question of
challenging old habits, though, is that of changing how a business operates. How can
management 'prepare the way' for change? First, we observed that participation in discussion
before change occurred is important. Both P&G and 3M have patterns of a deep commitment
to extensive discussion and try to reach an overall shared purpose, even if individual decisions
may look haphazard. The approach mirrors the research on Japanese change management,
where it was observed that Japanese spend much more time than Americans discussing
changes throughout the organization, yet implementing them much faster. Overall, the
Japanese had less resistance and more efficient changes. Likewise, P&G and 3M have had
significantly fewer problems adjusting than IBM Europe, which seems to have received its
change program from the U.S. The importance of the preparation phase for successful
integration has also been observed in mergers also (Haspeslagh & Jemison, 1991).
Figure 2 about here
Second, the apparently ad hoc task forces and discussions ('soft' structures) before
implementing the integrated structures allowed managers in 3M and P&G to develop the
necessary skills, the organizational capacity for the new structure. Different initiatives, dealing
with functional policy, product launches or specific inefficiency problems created supporting,
reinforcing forces for the long term changes. During the 1980s, for example, P&G marketing
managers participated in numerous European projects, either as leaders or team members,
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dealing with product launches (e.g. Vizir, Ariel Ultra), aligning brand images (e.g. Mr.
Clean/M. Propre), and streamlining packaging (cooperating with purchasing to reduce costs).
3M used European executives without line authority, based in Brussels, to encourage country
managers to build consensus on strategies. These processes preceded formal restructuring in
both organizations', and were necessary to build the capacity for cross-national perspectives
and management skills. This cross-national capacity in all levels of management is needed to
make the new system work. The stages preceding restructuring are an important aspect of the
path dependent forces which affected integration success.
Observation 3a: Management should build the specific skills and knowledge to create the
organizational capability and support required before and during implementing formal
integrated structures.
Choosing initiatives which build new options. Management at P&G and other
companies also realized that their organizational choices had strong path dependent effects,
beyond simply building capabilities and knowledge. At times, P&G choice to make
irreversible capital investments, to strengthen the company's commitment to their strategy, but
more often management seemed to prefer the confusion of a system of checks and balances.
These flexible commitments, for example in R&D personnel assignments, showed a preference
to create options for the future, rather than narrowly focus the marketing strategy. This
approach is explicated by Dixit and Pendyck (1995), who argue that managers who use
options logic for investments allow themselves not only collect information for future choices,
but also create more choices in the future. We certainly found a high awareness among P&G
managers that the company needed to position itself for stronger choices in the future, whether
that meant returning to highly local responsiveness or further integration.
Observation 3b: Management should be aware of creating options or limiting future choices
through the integration process.
Pushing Integration to the Heart of the Business: A Multidimensional Perspective
Management faces the choice of a number of dimensions along which integration can
be pushed. Through reviewing our research and media reports, we identified several options:
geography, functions (value chain), products, processes (cf. business process reengineering),
product categories, customer key accounts (i.e. sales) and customer/industry groups. P&G
Europe's approach clearly focused on functional integration in the first two stages, particularly
for activities upstream in the value chain, where the integration benefits were more obvious
(cf. Blackwell et al., 1992). Later, they shifted to the product and product category
dimensions. Over time, they took an eclectic approach to integration. IBM Europe, as part of

'The time line for 3M is much clearer, because the organization made a solid, massive shift
in a very short period of time. P&G's more modulated approach meant that some departments
had already completely centralized, while other functional areas or product lines were just
beginning to explore the possibilities of a European approach. This varied approach created
additional challenges of maintaining smooth cross-functional coordination and
synchronization.
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a worldwide shake-up in 1994, chose the customer/industry groups as a basis for integrating
the European operations (internally referred to as industry solution units or industry verticals).
3M Europe preferred to create European business units around product lines, grouped in
business centres - inspired by the traditional U.S. structure. Other companies like Nestle have
taken the key account management approach, while maintaining national subsidiaries as strong
local players (Parsons, 1996).
- Figure 3 about here The key issue is not only which dimensions for integrating provide the best results, but
also, on what basis should management select one or another dimension. In other words,
which levers should be pulled and in what sequence? How can more leverage be obtained?
Our research so far has only begun to answer some of these questions, but nonetheless our
observations suggest that a number of factors are important for the success of the integration
process along one or more dimension.
Identifying the dimensions for long-term integration benefits. In selecting a
dimension along which to push integration, management should first consider the relative
importance of that dimension for the business or the industry, while considering the trade-offs
between less-quantifiable integration benefits and direct economic benefits to the business.
For example, the company culture will probably not be changed by accounting and information
technology (for most businesses or industries). These processes probably should be integrated
economic reasons, and arguably are necessary as the support systems of integration which
allow for cross-border comparison of information and coordination of activities. But they will
not change people's mind set and skills to a European perspective. On the other hand,
integrating on a critical dimension and changing performance measurements to highlight the
change can have a powerful impact. For example, if product innovation is critical for market
success (as at P&G), integrating ,the R&D function could be valuable, improving the rate of
innovation by gaining a valuable critical mass of researchers, rather than relying on several
small teams working in different countries. Or if an industry has tight margins and competitive
pricing, and therefore product line differences between countries are expensive and of
questionable market value (as at Sandvik Hand Tools), then clearly product line integration
and/or manufacturing optimization could be critical (Collins, 1995). A major advantage in
first selecting for change a dimension that provides both economic benefits and cultural
evolution, is that an early win will have a powerful effect on future change initiatives with less
well-defined benefits.
- Figure 4 about here Observation 4: Management should select integration initiatives along dimensions which are
critical for long-term success for the business or industry. The actual critical
dimensions may change over time as the industry or market evolves.
Starting with dimensions giving short-term benefits. Our research suggested that
early successful early initiatives had at least one of three characteristics, regardless of which
dimension of the business the initiative acted on. The initiatives either provided early
quantifiable benefits (` early wins'), used local initiatives to start creating links to other
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subsidiaries, or mobilized several subsidiaries around concrete, common problems. Each of
these motivations is somewhat distinct, although in practice managers worked on initiatives
for any or all of these reasons. The multi-dimensional nature of the initiatives show that there
are many paths to integration, but success is apparently driven by practical short-term
concerns.
Capturing quantifiable benefits quickly. We have observed that early changes, in

addition to responding to critical business issues, were based on quantifiable, short term
benefits. For example at P&G, purchasing moved quickly from country-based units, to
coordinated policy, to centralized purchasing located in Brussels, based on the clear bottom
line benefits of the policy. Likewise, Unilever implemented a centralization policy in the early
1990s, designed to achieve practical, speedy cost savings. Although the changes were still
difficult for the people involved, every one agreed that lower costs were certain. Hidden or
open resistance was less likely, and benefits were quickly realized. The extensive change
management and transformation literature suggests that these early wins are important to rally
support for the overall process. Thus, we would suggest that management should select a
dimension for integrating which offers demonstrable benefits.
Observation 5a: Management should give priority to integration initiatives along the
dimension for which the benefits of integration are quantifiable a priori, and will be
realized in the short term, to build support for later macro changes and to check
whether the economic benefits of integrating really exist.
Starting with local initiatives for inter-subsidiary projects. In addition to selecting
initiatives with quick quantifiable benefits, we observed that early local initiatives were
important to long-term integration success. Local initiatives led by the staff and management
of local units at P&G and 3M, for example, began with ad hoc projects and later formal task
forces or teams managed by various country units. These projects led not just to the increased
managerial capability noted above, but also allowed each local unit to build stronger ties to
other units. Thus, individual nodes of the future network began by building stronger ties to
other nodes, both at the European centre and other local units. The failed integration
processes usually started by trying to implement all the network links at once, through major
Europe wide initiatives (Bleackley & Williamson, 1995). This approach was not always easy:
the management paradox of the integration process was the need to involve local units in a
process whereby they would actually lose power. In contrast to P&G and 3M, IBM called on
local participation as the last phase in the change process, with the result of greater
dissatisfaction even though the changes involved considerable decentralization.

Observation 5b: Management should give priority to local initiatives within the overall vision
or ambition of the company, to incrementally build network ties between units, before
major restructuring.
Mobilizing around concrete common business problems. Looking more closely at the
issue of realizable financial benefits, we realized that some business goals were similarly
urgent, but only indirectly financial. Responding to a common competitive threat, for
example, provides the same organizational urgency and support of short-term financial
benefits although the benefits may not be quantifiable a priori. Poor market shares, in fact, led
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P&G management to create a new European brand manager for Pampers in 1985. At the
time, P&G did not have the right diaper products to challenge competitors' in this large
market. The new initiative quickly gained widespread support among the country marketing
units - even though their traditional autonomous role had been pre-empted for this product because there was a clear business need to beat the competition with a better product and a
better strategy. This need in the European diaper market allowed for a specific, task-oriented
European focal point to develop, pushing integration along the product launch dimension.
Observation 5c: Management should give priority to integration initiatives built around focal
points based on a commonly perceived, specific business need.
Maximizing integration spillovers through a multi-dimensional approach.
Integration is rarely achieved in a single sweep, along one dimension of the business. P&G,
with their slow process of integrating, clearly showed how initiatives along several dimensions
in the business helped to create the highly integrated organization of today. An interesting
parallel exists in the process of the EU, where the drive to integrate the European nations was
intended to achieve long term peace. The unification has moved forward on the economic,
financial and political dimensions, but never all three at the same time. Claude Monet
described the early economic initiatives in the process as 'le detour economique.' The vision or
paths of any one dimension of integration is leveraged or reinforces through following a
parallel integrating path along other dimensions.
The benefit of combining dimensions is twofold. First, by promoting initiatives on
many dimensions, management at P&G built a critical mass of strategic awareness and crossnational relationships. Certain dimensions, including functional and product projects, possibly
because of a strong benefit or clear business need, were particularly useful. Thus, by electing
to create change along those dimensions, management built support for integration easier, and
avoid needless battles. Second, the organizational capabilities required for the complexity of
an integrated European operation are quite different than those needed for the loose federation
of country subsidiaries. One country manager observed, 'we used to achieve success by being
independent, acting on our own. Now we can't achieve our goals without cooperating with
Brussels and each other. It's a very different way of working.' By taking initiatives along
many dimensions of the business, management allowed themselves and others to learn needed
skills - before the final integrated structure were implemented. High spillovers of specific
initiatives were essential to the process.
Observation 6a: Management can build critical mass to consolidate changes by leading
integration initiatives on many dimensions of the business.
Observation 6b: Management can build spillovers of integration benefits by sponsoring visionrelevant initiatives on many dimensions of the business.

CONCLUSION AND FUTURE RESEARCH

Competitive pressure to reap economies of scale and scope through more effective
geographic integration is no longer limited to so called "global players." With the emergence
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of regional trading blocks there are new pressures and opportunities for national and regional
firms, as well as multinationals who had historically adopted a multi-domestic structure or
even those who were attempting to be truly global, to integrate at a regional level. These
forces are especially strong in Europe. The experience of multinationals, particularly in
Europe provides important lessons for managers in all regions faced with the challenges of
moving to regional organizations in the context of global markets.
Previous research has emphasized the choice of an appropriate organizational form
through which a firm will operate a more integrated geographic network. Our research,
however, flags the fact that the process a firm chooses to transform itself into a more
integrated organization is equally important. First, because the integration process a firm
adopts significantly alters the probability that increased integration will be successfully
achieved. Second, because the final outcome itself is path dependent, i.e. the type of
integration a firm achieves depends significantly on the process (or path) it chooses to follow.
Based on this finding, we developed a framework which emphasizes the options facing
managers, relating existing organizational structure, change culture, and market conditions to
the optimal or effective choice of integration processes. Our key conclusions are that rapid or
long-term processes are preferable to medium term ones, that a preparation phase which builds
integration capabilities is crucial to success, that integration efforts should emphasis long-term
critical success factors, while beginning the process with focused and quick-return initiatives,
that combining integration initiatives along multiple dimensions of the business reinforces
gains, and that integration must be in tune with the strategy and appropriate to the degree of
market convergence.
We believe that our research is valuable to international management research and to
managers in several ways, while also suggesting several important questions for further
research. First, the MNE literature on global and regional integrations is replete with
numerous models of organizations, from heterarchy to dense networks to complicated
matrices to international product divisions or functions. With this broad range of options most already observed in practice - we found it useful to ask how an organization might select
or evolve an appropriate path to integration for their organization. We believe that the strong
path dependency effects of the transformation process affect whether or nor an organization
will achieve the desired or prescribed 'blueprint.' Thus, understanding more about the process
of integrating will not only allow us to both affect managerial practice in a positive way, but
also might assist us in identifying the salient factors of our blueprints which actually lead to a
successful (i.e. economic profit making) integration. Second, we have observed that
successful integration can be achieved in more than one way, and this suggests that internal
and/or external contingencies which should guide the process of integrating. These two points
suggest a paradox faces managers: on the one hand, a wide range of options and many paths
exist for achieving a specific goal, and on the other hand, the choices made as these paths
evolve may have a strong effect on the availability of future managerial options in the process,
enabling or limiting the chance of ever reaching an effective and profitable new organization
form.
This paper does not address the strategic questions of regional integration. We have
chosen to focus on companies that have made the choice to integrate in Europe. We
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recognize that the uncertainty of the strategic choices in the context regional convergence of
markets and industries, means that there are still many questions that must be addressed. In
particular, we find particularly interesting the issue of building checks and balances into the
organizational process, to retain flexibility and responsiveness to the uncertainty of the
convergence process.
The failure of many companies to effectively integrate their regional operations suggest
that we cannot assume that the process is just a question of applying well-established theories
for the management of change. In preliminary dissertation research, for example, Asakawa
(1995) found that as of 1992, most regional headquarters of Japanese firms in Europe were
nothing more than information gathering centres, with little or no impact on the business. In
turn, insights from our research could contribute to a better understanding of the corporate
transformation issue. We believe that our reflections are relevant to the larger scale global
integration of MNEs which has already begun.
In our next phase of research, we will be exploring and verifying these propositions
further. Broadening the field research, we plan to increase our base of companies integrating
in Europe, and to add research in other regional trading blocks. This larger sample will allow
us to test our current findings, and help us to build a more complete contingency model for the
process of geographic integration. This theory building process will certainly be informed by
colleagues' current research in merger integration, corporate transformation, and international
management. The questions are especially pressing for executives in more advanced
companies who are asking how they can leverage the lessons learned in regional integration to
achieve global scale integration.
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