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Abstract

This dissertation aims to provide guidance to neteand practice in regards to the co-
operation form of the virtual organisation and ith&ght that virtual organisation forms
could prove to be a viable alternative to classid traditional cooperation forms such
as mergers, acquisitions, strategic alliancest ppgmtures and others in business prac-
tice. Although the classic and more traditionalmeation forms are widely known and
often discussed in the relevant press, the sameiieseem to be true for the coopera-

tion form of the virtual organisation.

The explanation of the emergence and the theorébgadation of the virtual organisa-
tion are mentioned in this dissertation. After tligpical characteristics and chances and
risks of the organisation form follow. Empiricalidies with business professionals and
stock exchange listed companies in Europe provethieaconcept of the virtual organi-
sation is not so widely known in the public andtie business praxis as other classic

and traditional cooperation forms.

It is shown that on the other hand, many charastiesiand aspects of the virtual organi-
sation, as they are described in the relevant basiand management theory, can also
be found in business praxis and in real life congmrnCase studies from modern busi-
ness praxis will be discussed in order to furthighlight the concept of the virtual or-
ganisation and its inherent characteristics vid e¢zamples from the business world.
This dissertation aims to make clear this discrepasf a lack of public conscious
awareness on the one hand and representatioregirélcharacteristics of virtual com-

panies on the other hand.

The comparison with other forms of cooperation shéwat virtual corporations can be
clearly distinguished from other forms of cooperafidespite the fact that significant
similarities and common grounds can be partiallgesbred. The relevance and the po-
tential of the cooperation type of the virtual argation can have in the present and in

the future is also discussed.

Key words: Virtual organisation, virtual company, virtualigat, cooperation form,

collaboration, technology



Abstrakt

PredloZzena disertace se z&mje na poskytnuti ndvodu k vyzkumu a praxi v oblast
spoluprace formou virtualni organizace, a poskypgeklady k prokdzani, Ze virtualni
organiza&ni formy mohou byt Zivotaschopnou alternativou Kasickym a tradinim
formam spoluprace jako jsou fuze, akvizice, stiatggaliance, joint ventures a dalSi
v praxi uplaiované formy. RestoZze klasické a tragti formy spoluprace jsou Siroce
znamé aasto diskutované vifslusnych publikacich, neplati totéz o spolupracirfou

virtualnich organizaci.

Disertace vysétluje vznik a teoretické zaklady virtualnich orgeai. Poté jsou uvede-
ny typické charakteristiky, a takéilezitosti a rizika této organizai formy. Empirické
studie manazéra firem kotovanych na burzdch v Evégprokazuji, Ze koncept virtual-
nich organizaci neni mezi odbornouejaosti a v podnikatelské praxi tak raesi, jako

jiné klasické a tradni formy spoluprace.

Na druhé strahprace téz doklada, Zze mnohé charakteristiky akigp@tualni organi-
zace popsané vriglusné manazerské literédulze nalézt také v podnikatelské praxi a
v realnych firmach. Nasledrjsou diskutovany ijpadové studie z moderni podnikatel-
ské praxe s cilem dale i@@znit koncept virtualni organizace a jefogzené vlastnosti
pomoci realnych jikladi z podnikatelského $ta. Tato diserini prace si klade za cil
objasnit tento rozdil sgdvajici v nedostatsmém véejném po¥domi na stradjedné a

v zastoupeni ifisluSnych charakteristik virtualnich organizacifwmach na straddru-

he.

Srovnani s jinymi formami spoluprace ukazuje, zéugini korporace Ize jasrodliSit
od jinych forem spoluprace, a to navzdory skntesti, Ze Ize pozorovat vyznamné po-
dobnosti a spotmé zaklady. V z&wru je diskutovan vyznam a potencial virtualnich

organizaci v satasnosti a v budoucnosti.

Kli ¢ova slova: Virtualni organizace, virtualni firma, virtualizgcéormy spoluprace,

spoluprace, technologie.
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1 INTRODUCTION

“Progression happens so fast nowadays that while grerson is declar-
ing that something is impossible, he will be intepted by someone who
has already realised just that.”

Albert Einstein

“The Networked Virtual Organisation is the most flamental and signif-
icant change in organisational structure we haveeeexperienced.”

John Chambers, CEO Cisco Systems, 2002

“In 10 to 20 years we will see an explosion of newlustries and compa-
nies, which will then form ten thousands of virtumganisations.*

John Scully, CEO Apple, 1994

“The whole is more than the sum of its parts.”

Aristotle

“Action may not always bring happiness, but theseno happiness with-
out action.”

Former British Prime Minister Benjamin Disraeli



1.1 About the topic

As a consequence of incremental globalization &eddawning of the information age,
various national economies as well as nationally iernationally acting companies
are nowadays subject to a permanent processeanfiehMany companies are signifi-
cantly under pressure to adapt to the ever charggiwngonmental requirements in to-
day’'s world and its constant needs for improvemBuie to the often global competi-
tion, they have to constantly increase their edficly and effectiveness. To achieve these
improvements new leadership styles and organisatiuttures are needed. These re-
cent phenomena of economic development have sumsedaby Reichwald/Mdslein
under the three pillars “change in working envir@miand society”, “advancements in

information and communication technology” and “oparin the market situation and

the competitive situation®.

Few topics have received more attention in the mpam&nt literature of recent years
than that of virtual organisatiohand virtual kinds of cooperation inside as welbas
side of companies have become increasingly pomidgects of study. The concept of
the “virtual cooperation®, “virtual company” or th&irtual organisation“ enjoys in-
creasing popularity since Mowshowitz first coinée term in the north- American lin-
guistic ared. The vision of optimizing one company’s own opergtchain via a collab-
oration between cooperation partners who each tieieown respective specific key-

competences, while utilizing information and commeation technology in order to

succeed in reaching an extremely customer-orieatedcompetitive economic perfor-

! Reichwald/Méslein (2002), p. 3.
2 DeSanctis/Monge (1999), p. 1.
% Cf. Biischken (1999), p.778.

* Cf. Mowshowitz (1986), p.398.
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mance is captivating. By combining the increasq@hcay of larger companies with the
adaptability of smaller companies, virtual orgafi@as are intended to react quicker to
changing market conditions. In effect a virtualarpation consists of a group of com-
panies, acting as one company to fulfil a neethénnharket place.

The increase in popularity is also true for a samgroup of themes, which have been
the object of study of economic scientists in @& decades. Among others there is the
lean-discussioh the concept of the fractal fabfjdotal quality manageméhor busi-
ness process reengineerinigy the year 1992 two authors, Davidow and Maldméheir
book “The virtual corporation” denominate the vatwcorporation as the only possible
corporation method surviving for corporations i fiuture. Due to the success of this
publication virtual corporations have also beconpa#d of the popular themes of eco-
nomic scientists. A similar issue is the discussabout virtual teams working together
sometimes over long distances within the structofes company or across these bor-
ders as it might be the case for instance in sugipdyns or in the course of a close co-
operation of suppliers and clients. As companiegioae to expand globally, also more
and more virtual teams utilizing information androaunication technology are formed
to accomplish company goals. Another aspect rekatdide topic is theultural diversi-

ty and theglobal mindset issudn a short time, the terms of global mindset &l wf
cultural diversity became quite common in an acadeliscussion focusing the abilities
of the global workforce to master global problenffleaing their workplace. Global
mindset has to be understood as a mix of individttabutes enabling employees on all

levels of organisation acting global to whateveteak successfully understanding,

® Cf. Singh/Sharma/Kaur (2011).
® Cf. Womack/Jones/Roos (1992).
" Cf. Warnecke (1992).
8 In relation with lean management of Bésenberg/KieA 993).
° Cf. Hammer/Champy (1993).
12



working together with or, in many cases, influenttesse who are different from him in
all kind of teams and particularly in virtual teamasabling collaboration over conti-

nents.

1.2 Thesis outline

Chapter 1of this thesis gives an overview about the topid aames reasons and ori-
gins of recent phenomena of economic developmeett the years in order to explain

the emergence of virtual organisation as well agrtdfial forms of collaboration.

Chapter 2describes the objectives of the present thesigedisas the methodology used

to reach them.

Chapter 3establishes the theoretical foundations of thdysthrough a review of the
existent literature in the relevant research steeaifter presenting the characteristics
making a corporationirtual, the relevance of mergers for businesses and sitiqus
are discussed as well as the main reasons whyfdlidsequently. Also the characteris-
tics of collaboration in virtual organisations ameestigated. This part will be rounded
off by clarifying the question of which inherentasites and risks for companies inevi-

tably result from virtual partnership and collaliama.

Chapter 4provides the results of the cases studies and ywustedies performed for

this thesis and elaborates on the chosen approandesethods.

Chapter 5discusses different models in sciences and spesuda to how the different

economies will develop in the future.

13



Chapter 6discusses the implications of the empirical restdt both theory and prac-
tice. It includes a discussion of the limitatiorfstlis study and suggestions for further
research and elaborates on the contributions tryhdevelopment, practice and peda-

gogy of the research.

14



2 OBJECTIVES AND METHODOLOGY

2.1 Objectives

The emergence of virtual and virtual-like orgarimadl forms represents a fundamental
change in our understanding of organisational sires. However, although the term is
frequently discussed, there is no single accepé&dahition of a virtual organisation or
virtual corporatiort? In order to approach this complex field, it is @&sary to narrow
down the underlying terminology. Due to the facattthe terms, which play an im-
portant part in this study are being used in thetndoverse contexts and areas, the re-
search first intends to describe the two componamtsial“ and “company” from the
theoretical aspect.

The term “virtual” is not new in the English langea It has been initially adopted into
the English language from the French wovidttel(le)” and means “almost or nearly as
described, but not completely or according to stlefinition” or rather in the area of
physics “denoting particles or interactions withremely short lifetimes and (owing to
the uncertainty principle) indefinitely great enegy postulated as intermediates in some
processes.” The root of the word is the Latin widus*” = virtue and means approx-
imately “the moral interpretation of the virtuoui$ogt of virility” . Later on it denomi-
nated objects that seemed to possess externas foraapabilities: “being such in force
or effect, though not actually or expressly such®.

Owing to Davidow/Malone the term has entered theitgology of informatics: “Scien-
tists developed what they called virtual computenschines quick enough to handle
several users sequentially while giving each useritnpression of being the only one

using the computer. This added the connotationgtefaction and adaptability to the

15



term. Virtual computers seemed to the user to etisinytime and anyplace when they
were needed, which in time led to the phrase Jireglity.”

The “virtual memory“, that is referred to by Savage not permanently existent but
makes available the necessary processing capaciydyloading and outsourcing sin-
gle program components. Virtual therefore incluttess aspect that even though attrib-
utes or functions of an object may appear, theobligelf is not present in reality. This
aspect is re-examined by Davidow/Malone when thescdbe virtual products or ser-
vices: “The ideal virtual product or service is one thapreduced instantaneously and
customized in response to customer demand. It yn@stits even before it is produced.
Its concept, design, and manufacture are storethénminds of cooperating teams, in
computers and in flexible production lineés an example, Japanese carmakers, which
due to their flexible methods of production, artenfable to produce and deliver a car
to order within 72 hours, are here referred toe&@imakes use of the term in a similar
meaning, designating a globally acting company w#hentralized locations, that, from
the point of view of its clients and suppliersrasher “virtually” present. In the econom-
ic dictionary, a company is defined as an “econaityquridically organized entity, that
aims at a sustainable profitable economic perfomadrDepending on the perspective,
the concept of what is a company, or what is aerprnise, is seen differently. For ex-
ample, the use of terms in everyday language daftéers from the use in economic
science or in juridical science, which aims at logkat an enterprise as a juridical enti-
ty. In each case, different delimitations of therie enterprise and company are the re-
sult, terms that in common language are often asexynonyms. Following this defini-
tion, in this research companies and organisatigiisbe considered agconomic-

juridical entities

10 cf. Adams/Morris/Scotter (1998).
16



Virtual organisations are often dynamic collectimisindividuals, institutions and re-
sources and are often seen in the context of detisation, flexibility, simplicity and
efficiency* The basic vision of a virtual organisation is taatompany's innate value
chain is optimised by working together with parsevith their proper specific core
competencies, by making use of information and camipation technology and hence
arrive at an extremely competitive and customesrddd service production. By com-
bining the clout of large companies with the agibf small companies, virtual organi-
sation should therefore be able to respond morektyuthan traditional companies to
changing and increasingly demanding market corntio

Given the interest in the emerging phenomenonrtdiai organisations, it is noteworthy
that very little empirical research exists on \aftorganisations and articles abound on
the possibilities of virtual meetings, work teamfices, factories, firms and allianc¥s.
While many of these research studies have beenspellin the context of virtual or-
ganisations, studies analysing the actual knowledigeit the subject and its applicabil-
ity in business praxis are very limited. Especiddigking are studies regarding business
professionals and stock exchange listed compani€surope. Business professionals,
who work on a daily basis on co-operations, mergerguisitions or strategic advice for
international and national companies are idealiteduto be questioned in such a study.
The knowledge that can be gained from questionvegéd professionals will be if the
researched subject is common practice in businesgspor if it is rather uncommon.
The focus on stock listed companies has the adygaritat these companies, due to the
stock exchange and listing requirements, have tme transparent vis-a-vis the pub-

lic, investors and shareholders than private comegaend are more likely to respond to

1 Cf. Zou/zha/Wang/Zhou/Li (2010).
12 peSanctis/Monge (1999), p. 1.
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such a survey. Furthermore, addressing the inveskations departments suggests that

the company deals quickly and efficiently also vitiese kind of enquiries.

To reach its objectives this research will as diglagoal illustrate this much-discussed
form of corporation under theoretic aspects andthén give a holistic overview of the
virtual corporation/ virtual organisation from anoeomic and business-management
perspective. It will focus on the emergence ofudttorganisation forms, discuss defini-
tions from the theory, explain its characterisacsl typology and will highlight its dif-
ference to other cooperation forms and opportunttiat it creates. Furthermore, assum-
ing that a certain number of companies might havexperience with virtual organisa-
tions this thesis takes also a look to other foohsirtual business like virtual teams
building in any case the basis of virtual organisats far as the acting people are con-
cerned. As a further aspect, this research aindetiermine how well known virtual or-
ganisations are among finance business professiamal also if certain aspects of the
virtual organisation, as they are described inbilsiness literature in the first part of the
research, can be found in real life business pramd in the relevant companies. The
research performed for this thesis will test if kKm@wledge of the concept of the virtual
organisation is still limited among business prsifesals and also among companies
and its respective professionals.. Also, it wittevhether that many characteristics of
virtual organisations, as they are described inness literature, can be found within
these companies.

Starting from the abovementioned aspects the migjective of this dissertation is to
determine how and to what extent the cooperatiom fof the virtual organisation is
represented in actual modern business realitytHarovords, this research aims to fill
the gap in the existing literature with regard idual organisations characteristics and

their effects on economic reality in the real basmlife. Its main objective t® con-
18



tribute by identifying the key determinants of wirdl organisations and to compare
scholar's theory and businesses' realiffoward that end, it answers a general question

- what determines virtual organisations in the realisiness world.

To reach this objective, this dissertation purseseral partial objectives as follows:
To delineate the specific aspects of virtual orgatidons as described in the recent liter-

ature:

* To investigate other forms of virtual organisatibs&ructures such as virtual
teams, which do exist in addition to “normal” formisvirtual structures such as

virtual companies and organisations

* To investigate what aspects of business operatimsubject to virtualisation

* To investigate the specific cultural conditionstioé usual virtual collaboration

forms

* To investigate the influence of modern communicatechnology on virtualisa-

tion strategies.

2.2 Methodology

2.2.1 Literature review

In order to achieve the objectives stated in tle¥ipus chapter of this research, the con-
cept of the virtual organisation will be highligdtérom an economical, historical and
practical perspective via several methods. Therethod to analyse the relevant litera-

ture in regards to the cause of emergence fordbpearation form of the virtual organi-
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sation will by explaining environmental changesdieg to the emergence of virtual
company structures. Furthermore relevant defingticegarding the concept of the virtu-
al organisation from the business theory will balgged and the research will then de-
scribe the typical characteristics and the typolofyhe virtual organisation that are
mentioned in the business theory and will diffeiast virtual organisations from other
conventional cooperation forms. Finally, also relevliterature with regard to virtual
teams and their form of collaboration, their workitonditions and other characteristics

will be surveyed.

2.2.2 Case studies
Case studies from modern business praxis will beudised in order to further highlight

the concept of the virtual organisation and itseneimt characteristics via real examples
from the business world. Despite of this limitasarf acceptance case studies are wide-
ly used in organisational studies and across thalssciences, and there is some sug-
gestion that the case study method is increasingilyg used and with a growing confi-
dence in the case study as a rigorous researdbggtri its own right'® The authors
suggest that case studies have became 6f the most common ways to do qualitative
inquiry”. * However, there have also been traditional prepsiiagainst case study
strategy in such a way that case studies have Weared as a less desirable form of
inquiry for instance. According to Yin (2003) hovesy 'the distinctive need for case
studies arises out of the desire to understand ¢exmgocial phenomehdecausethe
case study method allows investigators to retaenhblistic and meaningful character-

istics of real-life event§such as organisational and managerial proceksesxample.

3 Hartley (2004).
1 Hartley et al. (2004), p. 435.
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In fact, case studies seem to be the preferretbgjravhen how or why*® questions are
being posed, when the investigator has little adrdver events, and when the focus is
on a contemporary phenomenon within some reakliigtext. In such a setting, a case
study would be an explanatory one. Depending ortyibe of research question posed,
the extent of control an investigator has over @dehavioural events, and the degree
of focus on contemporary as opposed to historicahts, there are also exploratory and
descriptive case studi8gYin et al. 2003).
For the present there were performed several dasiées in order to investigate how
companies deal with the virtualisation of the bassenvironment in the business reali-
ty supposing that there are probably significaffedences to business theory. The cases
studies therefore served to explore how compae®@t/rdeal with the topic relevant for
this thesis and why they do so. The case studeeftire gave a contribution to the un-
derstanding of the relevance of the topic for peagbing business instead of solely
studying business literature.
2.2.3 Empirical field studies
As a second method, two empirical field studiess among corporate finance profes-
sionals across Europe and one among listed teaiyotmmpanies in Germany, will aim
to answer the question in this research if virtoianisations are known in real life
business praxis. Also these studies therefore derumderstand how business is done
with regard to the virtualisation of the businesslal in an business environment more
and moreggoing global

» The first empirical studyis set among corporate finance business profession

and enquires about the knowledge regarding theialirbrganisation among

business professionals in the financial industmpss Europe. A number of 30

3 Yin (2009), p. 23.
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corporate finance professionals across Europe wgrkiithin and close to the
specialist division of Mergers and Acquisitions hiit corporate finance have
been asked to answer five questions. These indilsduere selected because of
their proximity to cooperations, mergers, acquosisi or strategic advice for in-
ternational and national companies and are theratt@ally suited to be ques-
tioned in such a study. The individuals were askad questionnaire consisting
of five questions, which was transmitted to them @imail, via telephone or in
person. These questions are regarding virtual sgaons to test their profes-
sional knowledge on this matter. After an analysfighe respective results, a
clear understanding of the degree of knowledgethadamiliarity with virtual
organisations of business professionals in thentirz industry can be achieved.
The data was then collected and processed on aegagg basis to analyse the

results.

 The second empirical studin this dissertation is set among stock exchange

listed companies in Germany. In especially compmatigted in the German
technology index, the TecDAX, which tracks the perfance of the 30 largest
listed German companies from the technology se@uorrent research suggests
that it will still take some time for true virtuakrganisations to appear, but that
the automotive, information technology/ electrongsl telecoms industry, in-
dustries which are in fact widely represented e TecDAX index, are the most
likely industries for the emergence of virtual amgation forms’As stated
above, the TecDAX index, tracks the performancéhef 30 largest stock ex-

change listed companies from the technology semtothe German exchange

% Yin (2009).
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Deutsche Borse. In terms of order trading turn@ret market capitalization the
companies rank below those included in the DAX,clhihs the main index for

all listed companies across sectors in Germ&#n extensive questionnaire,
which can be found in the appendices of this resea@onsisting of 17 questions
tested whether the surveyed companies perceivedstiiees as a virtual organi-
sation and if they themselves show typical aspdofs inter- and intra-

organisational nature) of a virtual cooperatiomfas it is stated in the relevant

business theory described in this dissertation.

Via this field survey among relevant companiedearcpicture about the popularity and
knowledge regarding virtual organisations amongwithlin the relevant companies can
be determined by analysing statements concernmgeli-perception as a virtual com-
pany, statements regarding inter-organisationak@sp statements regarding intra-

organisational aspects and other results.

2.2.4 Hypotheses
Because of the fact that the term virtual corporais being used in different contexts

and also because it shows significant similariteea “buzzword” of management theo-
ry, the subjective evaluation of the polled comparas to whether the companies, or
rather the employees answering the questionnawaldirconsider their respective com-
pany subjectively as a virtual company is interegti

In addition to the research above, distinctive abtaristics of a virtual corporation, as
they are often found in literature, are being qeeband it will be tested if these distinc-
tive characteristics of virtual companies accordiogheory can be found in the sur-

veyed companies. It will therefore be tested if seveyed companies show clear at-

7 Singh/Sharma/Kaur (2011), p. 1.
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tributes and characteristics of virtual companigss information can then be contrast-
ed with the assessment by the employees in reg@attieir perception as their company
to be a virtual company. In will also show to wekatent the management concept of the
virtual organisation, that was originally envisagedan appropriate reaction to technical
changes and the emergence of new organisationeépts) is in existence today.

The two first hypotheses of this survey are:

1. There exists a positive correlation between thef-sehluation as a virtual
company and distinctive characteristics of a virflueompany (e.g. temporary
character of the cooperation, economic dependencetioe cooperation part-
ners, use of information and communication technglg, orientation on core
competences, trust etc.).

2. Particular distinctive characteristics that are toeetically attributed to virtual
corporations can be also be found in real life busss praxis.

Hypotheses one and two will be addressed followiegaddressing of hypotheses three

and four in chapter 4.

In addition to the hypotheses above, there wilbdle a cross-question analysis, an
analysis of possible dependencies between pantianBwers, which will then be statis-
tically tested with the chi square test. The chiasg test used in this research is among
the most useful and most widely used tests inssizgias it allows to determine whether
certain answers in the survey are independentaf ethher or whether there is a pattern
of dependence between them. If there is a depeadéncan be inferred that the two
variables have a statistical relationship with eattrer. In the chi square test, the hy-

pothesis makes a statement concerning how mang easdo be expected in each cate-

'8 Deutsche Borse (2013)
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gory if this hypothesis is verified. The chi squtest is based on the difference between

the observed and the expected values for eachorgtand is defined as follows:

(O, - E)
2 =
AR

1

)(2 — i (Oi _EiEi )2

i=1

O is the observed number of cases in categand in case of this research the first set
of answers that is to be compared with the secehdfsanswers. Hs the expected
number of cases in categargnd in this case the second set of answers thgta@s to
the first. The chi square statistic is obtainedchiculating the difference between the
observed number of cases and the expected numisases$ in each category. This dif-
ference is then squared and divided by the expeutedber of cases in that category.
These values are then added for all the categaneithe total is referred to as the chi
squared value. A low value &f is an indicator of independence.
The chi square test will test in this researchftiiewing hypotheses:

3. The cooperation of the company and its partnersisser if the time scope of

cooperation is longer.

4. The existence of formal legally reviewed agreemeisthigher in comparison
to informal, verbal agreements is dependent on tieographic and territorial

distance of the partners.

Hypotheses three and four will be addressed intehapbefore the addressing of hy-

potheses one and two.
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2.2.5 Test-related characteristics of virtual companies
As already mentioned, virtual corporations might dificult to examine because of

their temporary character. That is why it is impattto find companies that at least
have a similar structure to a virtual corporatiés. mentioned above, such companies
should be most likely to be found in the automatiméormation technology/ electronics
and telecoms industries, as these are the most Iikdustries for the emergence of vir-
tual organisation forms. These industries are @&rtiore often characterized by strong
growth and a high future development and innovapiotential.

Current research also suggests that it will stilet some time for true virtual organisa-
tions to appear, but that the automotive, Infororatfechnology/ electronics and tele-
coms industry, industries which are widely représeénn the TecDAX index, are the
most likely industries for the emergence of virtaejanisation form&’

Because of their strong growth and the general mgremic environment in which
technology companies usually can be found, flexgttectures of virtual corporations
should be of advantage as this corporation forrarsfthe possibility to make up for the
disadvantage of usual smaller size and scale ofigeuenterprises. This represents a
central advantage of virtual cooperation forms.sehkind of companies are often found
in Germany in the TecDAX index and due to theisldgveloped business models in
comparison to more traditional companies in moréuneaindustries, they often employ
younger employees who are as "digital natives" swnes more familiar with modern

information technology, which is necessary for #anyn of virtual collaboration.

19 Singh/Sharma/Kaur (2011), p. 1.
26



2.2.6 Responding Companies
The following section provides a list of the comiganthat were questioned together

with their respective description by the finan@ammunity and renowned data service

provider Bloombertf to allow for a comprehensive understanding of ¢nepirical

group.

Company Sector Turnover Mkt Cap as of 31/12/12 Employees
ADVA Optical Networking SE Communications Technology €330,1m €190,3m 1.378
Aixtron SE Semiconductors €227,8m €895,9m 964
BB Biotech AG Biotechnology €324,8m €953,4m

Bechtle AG IT-Services €2.096,8m €643,7m 5.970
CANCOMSE IT-Services €558,1m €154,2m 2.076
Carl Zeiss Meditec AG Medical Technology €861,9m €1.613,2m 2.460
Dialog Semiconductor PLC  Semiconductors €602,0m €871,0m 806
Draegerwerk AG & Co KGaA Medical Technology €2.373,5m €1.263,3m 12.516
Drillisch AG Wireless Telecommunication €323,7m €542,8m 342
Euromicron AG Communications Technology €330,0m €120,9m 1.699
Evotec AG Biotechnology €87,3m €311,3m 637
Freenet AG Wireless Telecommunication £€3.089,0m €1.792,9m 3.886
Jenoptik AG Advanced Industrial Equipment €585,0m €422 5m 3.272
Kontron AG Eiz%t\fvoar:z Components + €547,0m €228,6m 2.208
LPKF L& E AG Advanced Industrial Equipment €115,1m €175,4m 690
Morphosys AG Biotechnology €51,9m €676,9m 421
Nordex SE Renewable Energies €1.075,3m €220,1m 2.536
Pfeiffer Vacuum Tech AG Advanced Industrial Equipment €461,3m €903,6m 2.256
PSIAG Software €180,9m €241,8m 1.559
QIAGEN NV Biotechnology €976,2m €3.252,4m 3.999
QSC AG Communications Technology €481,5m €260,5m 1.485
Sartorius AG Biotechnology €845,7m €1.113,2m 5.491
SMA Solar Technology AG  Renewable Energies €1.463,4m €659,6m 5.584
Software AG Software €1.047,3m €2.789,1m 5.419
STRATEC Biomedical AG  Medical Technology €122,4m €441 ,4m 527
Suss Microtec AG Semiconductors €163,8m €161,3m 704
Solarworld AG Renewable Energies €606,0m €117,3m 2.355
United Internet AG Internet €2.396,6m €3.169,6m 6.254
Wirecard AG IT-Services €394,6m €2.086,8m 674
XING AG Internet €72,1m €229,4m 513

Adva Optical Networking SE

20 Bloomberg (2013).

FIGURE 1: OVERVIEW OF TECDAX COMPANIES.
Source: Deutsche Boerse (2012).



Adva Optical Networking SE designs, develops andhufectures optical networking
products. The company’s products include wave femttision multiplexing (WDM)
communication systems, high-speed fibre optic caev® EDFA modules, and all-
optical switches. ADVA'’s products are used in hggeed centralised data storage and

disaster recovery.

Aixtron SE

Aixtron SE engineers and manufactures metal orgahimical vapour deposition

(MOCVD) equipment for the semiconductor industrizeTcompany’s customers use its
equipment to produce compound semiconductor layectsres for use in LED, laser,

solar cell, transistor, telecommunications and otggplications. Aixtron markets its

products worldwide.

BB Biotech AG
BB Biotech is an investment company. The compamgsts in biotech companies that
operate in areas that include oncology, cardioVasaliseases, infectious diseases and

autoimmune diseases.

Bechtle AG

Bechtle AG retails computer and office suppliese Gompany markets personal com-
puters, workstations, computer peripherals, mateces, computer software, comput-
er networking products, presentation equipmentepagomputer consumables, office
furniture, and telecommunications equipment. Bechdlls its products through its cata-

logue and internet website.
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CANCOM AG

Cancom AG is an integrated information technologyer. The company provides IT

products and services. CANCOM'’s products and sesvioclude security, network and

system solutions, communication, storage, backapaachive services and IT manage-

ment.

Carl Zeiss Meditec AG

Carl Zeiss Meditec AG provides complete systemtgmis in the field of medical tech-
nology for ophthalmology. The company's productdude screening, diagnostic, and
therapeutic systems for the treatment of visiorecks{ cataracts, glaucoma, and retinal
disorders. Carl Zeiss Meditec operates worldwidin \wubsidiaries in the USA and Ja-

pan.

Dialog Semiconductor plc

Dialog Semiconductor plc designs and supplies cermphalogue and digital (mixed
signal) integrated circuits. The company's prodacesused to convert analogue speech
to digital signals that can be transmitted by a iledielephone, manage power in a mo-
bile phone, transmit pictures, play MP3 audio fileavigate a mobile telephone’'s menu,

and enable wireless devices to communicate.

Draegerwerk AG & Company KgaA

Draegerwerk AG & Company KGaA manufactures medisalfety, and aerospace

equipment. The Company produces ventilators, mongaquipment, transport incuba-

tors, anaesthesia machines, surgical lights, wauipenent, home care equipment, sys-
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tems for safe breathing in industry, mining ané fighting, and airplane crew and pas-

senger oxygen systems.

Drillisch AG
Drillisch AG wholesales mobile telephone user emept and provides mobile tele-
phone services. The company operates T-Mobile, féo@aD2, and E-Plus mobile

networks.

Euromicron AG
Euromicron AG is a solution provider for communioas, transport, data and security
networks. The company's network infrastructuresegrdte voice, video and data

transport wirelessly, via copper cable and by medfiber-optic technologies.

Evotec AG
Evotec AG offers drug research, development, andufiaaturing services. The compa-
ny offers assay development and screening and cemapoptimization services to

pharmaceutical companies. Evotec also developsdmgts own for out-licensing.

Freenet AG

Freenet AG provides internet and telecommunicatgersices in Germany. The com-
pany offers mobile and fixed line telephone, in&traccess services, information and
news services, its own internet catalogue, DINOW@nle-mail accounts, e-commerce
services and set-up of homepages. Through itsdiabgiMobilcom is also the franchis-

er of the Mobilcom retail shops.
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Jenoptik AG
Jenoptik AG is an optoelectronics group that offgstical systems, lasers and material
processing. The company also provides industridtatogy, traffic solutions, and de-

fence & civil systems services.

Kontron AG

Kontron AG develops, produces and markets embedaoegbuter boards. The company
provides its products to original equipment mantufisers, systems integrators and other
end-users in high-tech industries such as telecamuations, industrial automation,

mobile computing and the Internet.

LPKF Laser & Electronics AG

LPKF Laser & Electronics develops systems and m®selutions for demanding tasks
in printed circuit board technology and microelenics. The company develops and
distributes systems used in electronics productioa,automotive industry and in the

manufacture of solar cells.

MorphoSys AG
MorphoSys AG is a biotechnology company. The corgpeses proprietary technology
to develop human antibodies tailored to treat $gediseases. MorphoSys is develop-

ing medicines to treat cancer and inflammation.

Nordex SE
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Nordex SE develops, produces, installs and mamtalactricity-generating wind tur-

bines. the company also designs and produces bdadiesontrol systems.

Pfeiffer Vacuum Technology AG

Pfeiffer Vacuum Technology AG designs, manufactaed services pumps. The com-
pany produces turbo molecular vacuum pumps, retamng pumps, root pumps, custom-
ized vacuum systems, helium leak detection systgasanalyzers, and mass spectrom-

eters and markets and services its products ingeutbe United States, and Asia.

PSI AG

PSI AG fuer Produkte und Systeme der Informatiaisielogie develops computer
software. The company produces software that hrekpzage large networks used in the
electricity, gas, oil, telecommunications, and publnsportation industries, production
management for the steel, chemicals and automeotiiestries and mechanical engi-

neering and information management.

QIAGEN N.V.

Qiagen N.V. provides sample and assay technologjies.company's technologies (in

the format of consumables and automated solutiamsysed to process biological sam-
ples and to analyze analytes contained thereim as®NA and RNA. Qiagen provides

these technologies to customers conducting molealignostics, applied testing,

pharmaceutical R&D and academic research.

QSC AG
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QSC AG offers small and mid-size enterprises agasfgnformation and communica-

tion technology (ICT) services from telephony, ditasfer, housing and hosting right
through to IT outsourcing and IT consulting. Thenpany offers its services on the ba-
sis of its own Next Generation Networks (NGN) ape@tes an open access platform,

which unites a range of broadband technologies.

Sartorius AG

Sartorius AG manufactures and markets precisiontrel@ic equipment and compo-
nents. The company produces precision scales bmratory and industrial uses and
electrochemistry. Sartorius manufactures equipnientbiomolecular and microbial

separations, cell culture, concentration, fermémadnd purification.

SMA Solar Technology AG
SMA Solar Technology AG manufactures solar invettaiternating current converters

for solar generated electricity.

Software AG
Software AG provides business infrastructure saiwsolutions. The company's prod-
ucts include solutions for managing data, enalfiagyice-Oriented Architecture (SOA)

and improving business processes.

Solarworld AG
Solarworld AG develops and produces solar techmedod he company produces sili-

con wafers and manufactures solar cells and comglelar modules and components
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used to generate solar energy. Solarworld alsockegysilicon and by-products from

solar wafer production.

Stratec Biomedical AG

Stratec Biomedical AG develops, manufactures ankets automated equipment and
systems for the analysis of chemical and biologiomhpounds. The company's systems
are used primarily for the analysis of blood anldeotfluids and include luminometers,

fluorometers and pipette systems. Stratec martefgaducts worldwide.

Suess MicroTec AG

Suess MicroTec AG manufactures fabrication andeospn equipment for the produc-
tion of microelectronic components and devices. bmpany's products include spin
coaters, mask and bond aligners, test systems lgndhip bonders. Suess Microtec
markets its products to the mobile telecommunicatiand automobile industries all

over the world.

United Internet AG
United Internet AG offers Internet access serviddse company serves home users,
small offices and home offices and small-to medsiped companies. United Internet

also offers hotline and help desk services to magonal corporations.

Wirecard AG
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Wirecard AG offers Internet payment and processiexyices. The company provides
software and systems for online payment, electrumds transfer, fraud protection and

enterprise solutions. Wirecard also offers callteeservices.

Xing AG
Xing AG provides an online community for profesabmetworking. The company's
website allows business professionals to searchbidsmess contacts in multiple lan-

guages.

2.2.7 Performance of the Survey

Addressed respondents

Because of the multitude of polled companies, trenét of a standardized question-
naire in written form together with the format o$tauctured telephone inquiry was cho-
sen. Because of the fact that returns of questieemare usually very low in industrial
inquiries practical aspects in design and form of the qaestire were put forward.
That is why as a media the written questionnairg bg e-mail was used. As a contact
person in the respective company, the head ofrthestor Relations or public relations
department was identified via the homepage of @r@ous companies. These persons
were chosen, as due to their function within thienfthey should be informed about
most areas of the company and they should also hdwgher degree of willingness to

respond to incoming queries.

21 Cf. Berekoven/Eckert/Ellenrieder (1991), p. 104mereturns of written inquiries of 15%-40% as nor-
mal.
22 Announcement letter, letter and questionnairebzafound in the Appendix.
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Form of the questionnaire

As previously mentioned in the objectives of thissdrtation, the questionnaire of the
empirical study aimed to evaluate if the selectstéd companies perceive themselves
as a “virtual organisation” and if they themsehat®w typical aspects (of inter- and

intra-organisational nature) of a virtual coopematiorm as it is stated in the relevant
business theory described before. The detailecttstel of the questionnaire can be
found in the appendices of this research. The mesire is divided into four different

sections:

Self-perception as virtual company

The initial question creates interest by mentiortiiggmanagement “buzzword* “virtual
company” and at the same time also takes on theifumas an “icebreaker” question.
Therefore the first question detects the subjeaixaduation of the interviewee in regard

to the classification of its own company as a @rttompany.

Apart from this self-assessment question, questi@ve been divided into the follow-
ing blocks. The number of the respective questjooi(she questionnaire that the char-

acteristic relates to has been added in parentheses

Topic Inter-organisational aspects of virtual corpations according to Byrne (1993):
» Closeness of the cooperation (question 2)
* Economic dependence on the cooperation partneestign 3)
* Use of information and communication technologywssn the cooperation
partners (questions 4 and 6)

» Temporary character of the cooperation (question 5)
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* Recommendation of cooperation partners by thirtiggfquestion 7)
» Orientation on core competences within the cooergtuestion 8)
» Relationship of trust and juridical coverage (qices 9 and 10)

» Spatial distance to the cooperation partners (guestl)

Topic intra-organisational aspect
Intra-organisational aspects especially concertiiegnternal importance of information
and communication technology:
* The use of information and communication technologinternal communica-
tion (question 12)
» Share of telework (question 13)

» Share of revenue realized with e-commerce (quedddn

Further aspects:
» Company success (questions 15 and 16)

» Position of the respondent within the company (tjaesl7)

The measures taken to increase the responseikatéhe use of plain e-mail as well as
the shortness and the easy comprehension of tistiqueaire, had a positive impact on
the response rate and in contrast to the low ressprates at other research stdudies,

the response rate, surprisingly was on the toté# &1 out of 30) and therefore can be
seen as representative for the population. Thenafteed reason for a general non-

participation in questionnaires and the heavy hurdéh questionnaires of all kinds,

23 cf. Berekoven/Eckert/Ellenrieder (1991), p. 104mereturns of written inquiries of 15%-40% as nor-
mal.
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were given as a reason for not responding by tinepaoticipating companies in a short

letter of refusal.
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3 SURVEY OF LITERATURE

3.1 Emergence of virtual organisation forms

As a consequence of the ongoing globalizationdgmeamics of the international mar-
kets, the increasing competitive pressure and itiergence of the modern information
age, the different national economies and espgdiadl herein based international com-
panies are subject to a permanent and ongoing isegemmal change process. Also eco-
nomics and the economic environment in industralams have dramatically changed

in the last decade. Companies have to adapt actiteea new set of rules in the econ-

omy. The subsequent diagram illustrates the reafwnihis need of reorientation for

international companies:

Change in working environment

and society

= Change of values in working
environment and society

= Changes of lifestyle and household
structures

= Change in age structures and the
change in qualifications structures

»  Quality expectations regarding the
work place

= Constitution of the labour market

= Attitude towards the environment

Advancements in information and
communication technology

u Decrease in costs for computers and
computer equipment

®  Minimisation and component
integration of computers and the
equipment

® Increased network of the information
technology

® Increased integration and similarity of
telecommunication and information
technology

Change in the market situation and the

competitive situation

= Clobalization of markets and the
competitive positioning

= Sectoral structural change

® Increasing market dynamics and
market insecurity

® Increasing complexity of products and
services

A

Challenges for companies and markets

-

Search for new work- and coordination-

forms

FIGURE 2: NEW CHALLENGES FOR COMPANIES.
Source: According to Reichwald/Moslein (2002), p..3
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Theleft pillar of the figure shown above summarizes the “Changearking environ-

ment and society”.

The first point which constitutes this change is thange of values in working
environment and society, meaning the trend thatpamy employees are more
and more focussed on their career and that theimgpgavironment has become
more and more competitive because of increased etitiop between employ-

ees and higher pressure on the companies itself.

The second point notifies about the changes ddtiife and household structures
that have taken place in the last years. In Wed&earope for example, it used to
be normal that in an average family, the husbandldvgo to work, while the
wife would have the role of the housewife takingecaf the children and the
household. In today’s society in Europe many wori@mot identify themselves
anymore with the role of the housewife and are $eduon their own career,
making the job market more competitive due to iasesl competition and a ris-

ing number of job applicants.

The third point recognizes the change in age strastwithin a company and the
change in qualification structures. While some tige it would have been pos-
sible to be promoted based on seniority, emplogeesowadays face increased
competition and have to qualify for upper managenpesitions rather than re-

ceiving them due to their time spent at the respeciompany.
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The forth point includes the quality expectatioegarding the work place. While
before it was accepted that certain positions withicompany could entail a
negative effect on health or security of the emgésy modern society does not
accept such negligence anymore and companies ustimalized countries are
forced to comply with international standards thasrantee that all employees

are not exposed to such risks anymore.

The fifth point represents the constitution of tabour market which is highly

linked to the prevalent dominating economic envinent a company operates
in. The recent economic crisis shows that a bad@oa environment can have
serious effects on companies in all fields andetfwee affect the labour market

in an absolute and integral way.

The last change factor in this group representsttiteide towards the environ-
ment that has changed significantly over the lastry. When informer times,
people in industrialized countries did not carewthmimate change or the harm
done to the environment, many companies are nowedbto comply with in-
creasingly strict rules regarding sustainabilitg @mvironmental issues. Increas-
ingly so, also customers do care about the prooludiackground of products
and can punish companies severely with a boycothaif respective products
when they feel that a company is doing harm tceetineronment. This factor also
might be one reason for the increase of virtuanfiof collaboration by new
forms of communication because employees aredawéravel less as it would

be necessary within the traditional forms of catliation.
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The middle pillar gives an overview of the advancements that haee beade in mod-

ern information and communication technology enaginmg the building of virtual or-

ganisations as the implementation of virtual teémncsures in companies:

The first factor is about the decrease in costsoafiputers and computer equip-
ment that make it nowadays possible for many petptake part in the modern
information age when some time ago when computere /mvented access to a

computer was a strong privilege that only a fewgbedad access to.

The second factor includes minimisation and compbiegration of comput-
ers and the respective equipment. While before coenp were so large that
they used to fill a whole room, today’s computeesdime smaller and smaller

and can be easily transported and accessed neariydere.

The third factor recognizes the still increasingwuek of the information tech-
nology. Information technology has become so esddhat similar only to tele-
phone and electrical energy it is now so importhat utility firms have to pro-
vide networks of information and communication tealogy to everyone in in-

dustrialized countries.

The last factor within this pillar represents thereased integration and similari-
ty of telecommunication and information technologyg,can be seen in services
like Skype, a proprietary voice-over-Internet Pomio(VoIP) service and soft-

ware application that allow to make calls or videmferences via the Internet

making pure telephone services to some extent dathin
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Thethird pillar represents the change in the market situatiorttdompetitive situa-

tion.

The first factor recognizeglobalizationof markets and the competitive position-
ing. While before national markets used to be naréess local, it is now the
case that companies today do not only have to woethe national competi-
tion but also with international competitors frofth@ver the world. Particularly
the opening and continuing emergence of China adi las competitors on the
global markets and the subsequent competitive pressom companies espe-
cially out of the Asian region, but also from East&urope on the cost side has
lead to significantly more competition especiatly Eompanies in industrialized

regions like Western Europe and the USA.

The second factor is about the sectorial and ttralcchange that has taken
place. This change is illustrated by the fact thahdustrialized countries there
is a clear movement from pure manufacturing to memphisticated types of
work and services that require a more and more addcworkforce, putting

again increased pressure on employees.

The third factor represents the increasing marieawchics and market insecuri-
ty. This factors show trough shortening product eamibvation cycles that make
it more and more difficult for companies to alwayay “on top” of recent devel-

opments and not to be overtaken by competitors.
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* The last factor of the third column indicates theréasing complexity of prod-
ucts and services that make more and more sopteticesearch and develop-
ment necessary that can usually only be providebidppnd strong players in the

respective market, which can afford to sustain seskarch and development.

Researchers like Jane Klobas and Paul Jacksorimpihblication “Becoming virtual”

explain the change process in a similar way:

“The past two decades have seen a growing divefdyganisational form as organi-
sations use new technologies to reconfigure wasdtriduting it more than ever across
distant locations, different time zones and everrde organisations. Companies have
been able to place their staff with customers. Potidn and service work can be
moved to low cost countries or people’s homes,uficgntracted to more qualified
firms or individuals. Teams of empowered and mtgwapecialists can be drawn from
around the world, using information and communigas technologies (ICT) to com-
municate and share knowledge. A shirt can be dedigmédtaly, made in China and

sold in Australig®*,

The abovementioned change processes often leadjaoisational change at the com-
panies. Management within the companies frequetgtrdes that they need to change
the set-up of the company if they want to stay cetitige and often contemplate organ-
isational changes like mergers, acquisitions, dives, joint-ventures, strategic allianc-

es and other forms of cooperation.

%4 Klobas/Jackson (2007), p. 1.
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As companies continue to expand globally, also naov@ more virtual organisational

forms as for instance virtual teams utilizing inf@tion and communication technology
as the most important means of collaboration atabéshed to accomplish company
goals. Virtual teams require additional capaciaes skills from their members given
that virtual teams provide unique characteristics eelated management challerfges

Selected literature published since 1996 was exanio produce a reference guide for
project managers. Six global virtual collaboraticimracteristics are identified: geo-
graphic dispersal; structural flexibility; technglebased communications; cultural di-
versity; high task interdependence; and lack ofeshaork experience. Its responsibili-
ties include creating innovative solutions and damating various networkS and its

distinguishing characteristics include the follogin

. Geographic dispersion and multinational composifi
. Cross-functional involvemefit

. The involvement of several hierarchical ledels

. Full- and part-time membersffp

. Parallel existence with other organisational fstm

. A boundary-spanning rofe

. Integration in the organisation's structdfes

% sadowski-Rasters et al. (2006).

%6 Galbraith 2001; Montgomery &Yip, (2000).
" Harvey et al., (2003).

8 Montgomery &Yip, (2000).

?% Galbraith 2001.

%0 Kempeners & van den Hart, (1999).

L Arnold et al., 1(999).

¥ Harvey et al., (2003).

% Kempeners & van den Hart, (1999).
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3.2 Mergers and Acquisitions

3.2.1 The term mergers and acquisitions

The field of Mergers & Acquisitions (abbreviated M claims a substantial part of

corporate practice and is one of the most promiaedt prestigious fields in corporate
finance and investment banking. The ongoing anch eoeelerating globalization and

the continued internationalization of the econoniézgl to ever greater concentrations
of companies at the national and internationallg\evestopediaan online dictionary

devoted to investing education defines Mergers &uisitions as follows:

“A general term used to refer to the consolidatiomarhpanies. A merger is a combi-
nation of two companies to form a new company,endml acquisition is the purchase of

one company by another in which no new compargrised? **

Mergers & Acquisitions continue to be one of thesinmportant techniques for interna-
tional companies to adapt to the ever faster cimgngiarket environment in the global
competitive and economic environment. Since iteigain that any company’s competi-
tors use M&A for gaining financial advantages atmategic benefits, it is vital for the
majority of large companies to consider M&A on thebrporate agendd.lIt can be

observed that, over the past decade, M&A generalurred in waves. Golbe and
White in their research paper “Catch a wave: Thetseries behaviour of mergers”
were among the first to empirically observe thelicgt pattern of M&A activity. Ac-

cording to a definition provided by the United Nais the term M & A includes only

% Investopedia (2013)
% Cf. Bruner (2004), p. 56.

46



purchases and sales of assets (acquisitions) argermémergersj. But apart from this
very narrow understanding of the concept, therebeas in theory as well as in practice
an emergence to widen the term M&A to include a@teer manifestations. The follow-
ing graph, that illustrates M&A in the context of axemplary lifecycle of a company
from its foundation until its liquidation, gives awerview of the core activities and fur-

ther areas of M & A/

Mergers & Acquisitions
in the lifecycle of a company

Foundation and Acquisitions and Restructuring and

reorganization Cooperations flsions i Sales and liquidation
Derivative foundations Joint Ventures L Change in legal form
(Share/Asset deals)
. et Divestments (Spin-
Spin-Outs i (Majoritarian) »
p Strategic alliances acquisition of stock offs/-outs Asset stripping
MBO, MBI, BBO, , o , o
BIMBO — Virtual organizations Mutual fusion e RS Portfolio adjustments
T MBO,EBO, family
|| Originatlive —1 Research networks P buyout — Insolvency liquidation
foundations New foundation
i ] MBI, BIMBO . -
Spin-Offs —1 Operative cooperations Hostile Takeover — Spin-off-liquidation

Leveraged buyout

Walk-Outs

Venture-
foundations Consortiums

Leveraged buyout

(LBO) || Composition
| agreement |
Corporate LBO agreement

Financial LBO Going public /IPO

- Core activities of Mergers and Acquisitions
:| Further areas of Mergers and Acquisitions

FIGURE 3: OVERVIEW OF CORE ACTIVITIES AND OTHER ARE AS OF MERGERS & AC-
QUISITIONS (M&A)

Source: According to Jansen (2001), p. 46.

% Cf. United Nations (2000), p. 100.
37 Cf. Jansen (2001), p. 46.
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The lifecycle of a company starts with the founaiatof the company, which can
entail other derivative foundations or even a sginmeaning the creation of an
independent company through the sale or distributionew shares of an exist-

ing business/division from another parent company.

The second pillar is about cooperation forms thebmpany can envisage after
its foundation. Jansen (2001) has put the condegbieovirtual organisation here
next to other more well-known cooperation formshsas joint ventures, strate-

gic alliances and research netwdfks

The next pillar in a lifecycle of a company thenludes acquisitions and fusions
that can entail aspects like hostile takeoversvend.everaged Buy Outs, mean-

ing the acquisition by a financial buyer via a hggrcentage of leverage.

The next pillar represents restructuring and ptotgdhe continued existence of
the company. This can entail a change of the fegal of the company or an In-
itial Public Offering (IPO), which is the initialb¢e of the shares of the company

on the public equity markets.

The last pillar of this model finally is the sale lauidation, which can entail
splits, portfolio divestments or asset striping,amag selling the assets of a

business individually.
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3.2.2 The risks of mergers

M&A transactions are widely discussed and closelipfved in the media and usually
considered highly relevant and interesting by theegal public. As a consequence these
cooperation forms have often been and still argestibo profound research in the field
of business and management literature. By far hdl&A transactions are successful
and difficulties in the integration processes dteroresponsible for the economic fail-
ure and the non-realization of previously set etgt@ans. Potential causes for failure
can lie in financial, fiscal, production-relatediorlegal topics. But also the "soft" fac-
tors in a merger can be of critical importancethesintegration of two companies can
only succeed if it is accepted, approved, suppaatedi promoted by the respective em-
ployees of the involved companies. According te@ent study by Eversheds, one of the
world’s largest corporate law firms, many companieslergoing mergers & acquisi-
tions are jeopardising their growth prospects lwng “little or no focus” to the funda-

mental principles of post-merger life.

Eversheds (2012) report into M&A activity surveyddmulti-national businesses from
41 countries, which have done at least one croedeb®1&A deal worth over $100m in
the past three years. Nearly half (43 %) of surdegempanies blamed the failure to
address “post-deal integration” when preparingdéal as the most common reason for
deals not successfully achieving their goals. Rdlmhson, M&A partner at Eversheds,

said: ‘Businesses need to start joining the dots betwesiditferent stages of the deal

% Jansen (2002).
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cycle to move the focus from just simply ‘doingdkeal’ to thinking about life for the

business beyond the deaf

Mergers fail more often than marriad®s and if they fail probably mostly for the same
reasons. Launched often in order to cope of theaisncreasing cost of raw materials
and as reaction of an ongoing demand for highefitability** mergers often are made
under a substantial pressure of time and speec&d some of the mentioned challeng-
es. TheDaimlerChrysler tryis a good example for the truth of these statesnantl
maybe an even better example for the problemseotldsh of cultures According to
Hofstedeculture consists of Unwritten rules of the social game. It is the coctilee pro-
gramming of the human mind that distinguishes teenbers of one human group from
those of another. Culture in this sense is a systeoollectively held valués? In gen-
eral, culture is seen as a social structure defigmmmunication styles, behavior and
decision-makingCulture covers the relationship between various dimensants can
be viewed as a shared solution to problems of eatexdaptation and internal integra-

tion.*®

Managing solutions regarding problems of cultuddtion after a merger need in gen-
eral primarily the awareness that these problem caused by the confrontation of dif-
ferent organisational culture and the awarenesdl tfie elements that have to be taken
in account looking for solutiod$Managing solutions include assumptions regarding

the importance of relationship over task achievameationships with superiors and

%9 Cf. Eversheds (2012)

40 According to various empirical studies, about 50840 70% of all mergers fail; see Cameron & Green
(2009)

1 Jackson and Schuler (2001)

“2 Hofstede et al. (2005).
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subordinates, individualism and collectivism (Sddee & Barsoux 2003). So, simply,
the have to take into account theman factorin a recent definitiocultureis described

as follows:

“Culture consists of patterns, explicit and imptiaf and for behavior ac-
quired and transmitted by symbols, constitutingdistinctive achievements
of human groups, including their embodiments irefadts: the essential
core of culture consists of traditional (i.e., lustally derived and selected)
ideas and especially their attached values; cultsystems may, on the one
hand, be considered as products of action; on therp as conditioning el-

ements of future actiofi®.

Cross cultural mergers developed during the lastdecades also due to globalization
process and became a frequent strategic optioorfianisations to enhance products
range, accessing new markets and attaining newnaémdies. Mergers, however, as
mentioned above fail more often than marriagesnottee to insufficient preparation
and adaption of the organisations of both compatiasnched often in order to cope
the risk of increasing cost and as reaction of mgoog demand for higher profitability
mergers often are made under a substantial presétirme and speed to meet some of
the mentioned challenges and without the necegsaparation and necessary merger
management even if it is obvious that in this sitraa wide range of problems have to
be solved. As a prime example of a merger thagdaib realize the wished-for synergies

and was all the time it lasted far from producirdue to the stakeholders of the compa-

“3 Hofstede et al. (2010).
4 Janssens (1995)
5 Steers, et al. (2010: 21).
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nies involved often the DaimerChrysler case isdciterecent literaturé®. At the time
the deal was negotiated it was unequalled in tbbajlcar industry and therefore proba-
bly so promising in respect to its potential to mabe two companies to the global
leader in the business by becoming one companytiaidy obviously was considering
the extent of the problems linked to the mergese Typical risks of cross-border Mer-
gers, however, lying amongst others in differemanisational cultures, languages and
leadership styles also at this time were yet wethitn and subject to research in Europe
as well as in the US. Chrysler was said to be beentost efficient producing compa-
nies of the market serving perfectly the tastdhefAmerican client at this time. Accord-
ing to some analysts the company at the end ofclastury even was considered the
world’s most profitable car manufacturer. The ideacombine the strengths of both
worlds - Daimler's German perfection and Chryslarserican effectiveness - was nec-
essarily a tempting idea; and the hope to be abfade the coming challenges of the

global car market together was it tho

Some years later the difference of cultures, stylnagement philosophies and not least
the different managing behaviour led to the failoféhe merger costing large amounts
of money to the company. After some more yearsanf business for both sides ex-
pressed particularly in dramatic losses of the Camgjs shares Daimler and losses of
Chrysler reportedly reaching $1.5 billion in 20G&lahe announcement of plans to fire
13,000 Chrysler employees in February 2007 in Authes DaimlerChrysler AG finally
sold Chrysler to the Cerberus Group taking ove8@a percent share in the new Chrys-
ler Holding LLC. Immediately after this long - exqted development, the German

Daimler AG reported profits in its fourth-quartesults for 2007. The good results this

“6 Bouwman (2012).
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quarter and patrticularly the increase of the validaimler shares after selling the
Chrysler division and cutting jobs at Mercedes-B€azs were understood also as proof
that investors never accepted the d&aChrysler meanwhile is part from another Euro-
pean companysiat, who different to Daimler never declared the ititemto negotiate a
"merger of equalsbut just bought the Chrysler Company in ordemtegrate the for-
mer proud American carmaker in its portfolfo(Migloire 2009). The real amount of
money Daimler lost with its try of a transatlamtierger remains uncleat. But today it

is considered to be clear that the Chrysler Compastyalmost everything by this mer-
ger today being subject to the decisiond-@it, contrary to the Daimler AG probably

one of Europe'sveakestarmakers.

Analysts during the 1998 negotiation period fedtitirom astrategicpoint of view, the
merger of the Mercedes-Benz AG and The Chrysler 2oy made goodbusiness
senseas mentioned above this was, from the econoniitt job view probably true and
subject to investigations of the market by the ekges of both companies supposing
that maybe Daimler wanted thakeoverfrom the very beginning but never wanted to
lose a lot of money, share value and reputationatitiey did probably not consider to a
sufficient scale was that they also had to merge tompletely differenbrganisational
culturesin order to benefit through synergy effects thresutt from joining their com-
plementary portfolios and strengths. Using for epknrshared distribution channels,
draw on shared technologies and generally takingratdge of the gathered knowledge
requires close cooperation lmimans For this reason, since years the specific aspécts

culture in companies are focused. The importanck iafluence of corporate culture

" Grube (2006).
“8 Bouwman (2012).
“9 Migloire (2009).
53



was subjects to a huge amount of definitions amtepts’; and it might be assumed
that for virtual forms of collaboration the match aultures might be even more im-
portant because there is no physical contact ofrtembers of the organisation respec-

tive the members of virtual teams.

3.3 Globalization as driver of new forms of collaboratbn

Under the catchword “globalization” it is nowadaysderstood a phenomenon that re-
sults from the possibilities of the digital infortien and communication technologis.
Thanks to new communication networks today, basiealery company is able to enter
into markets that in the past were difficult or imsgible for the respective company to
gain access tO Due to the globalization of the world economy ttraeatens more and
more to offset the boundaries of national statdse¢ame possible to facilitate transfer-
ring capital flows between countries and continefte deregulation and liberalisation,
that have been obtained via the foundation of tiEONWorld Trade Organisation)
have lead to the situation, that there is pradjicad sector or industry that is able to
evade from the resulting problems. The WTO itseHin organisation that deals with the
global rules of trade between nations and its ranction is to ensure that trade flows
as smoothly, predictably and freely as possiblaés a consequence nearly all world
markets are being contested by global competifibie. reason for this is that companies
irrespective from their origin have been enableddastruct their production sites all

over the world and by doing so, are able to utitize respective locational advantages

¥ Bouwman (2012).

°1 Cf. Schein (2003).

%2 Cf. Mayer/Kram/Patkos (1998), p. 8.

%3 Cf. Picot/Reichwald/Wigand (1998), p. 2.
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and resources. Doing so, they often ustial teamswith members from their own and

/ or other organisations.

Citing Richard Tilly, emeritus professor of econaerand social history at the University
of Munster (Westfalische Wilhelms-Universitat MigstWWU) in Germany:
“Globalization is the increasing international irgeation of goods-, capital- and labour
markets. This is a direct consequence of the gmuviternational mobility of products
and production factors, at least indirectly sustdrby the technological change and the

changes of governmental economic polity”.

Looking at economic theory, the concept of thewatiorganisation is very interesting as
similar to a merger, it should help to bring fixaadd variable costs down, while in con-
trast to a traditional merger the participating pames remain legally independent and
do only appear as one entity to the outside. ltuairorganisations legally independent
companies align together for the accomplishmerat gpecial task or a project for a cer-
tain period of time in order to fulfil an assignmémat they have been given by a client.
During the fulfilment of the task, they appear e tclient as one company. After the
task has been carried out, they dissolve the n&tagain and continue as legally inde-
pendent companies until another project or tasliken on that requires the cooperation
with other companies through a virtual organisatias it cannot be resolved by one
company alone and independently. In 2006, Samuehllinisano, CEO of IBM stated

that state borders define less and less the baiesdzfrcorporate thinking of practic®.

** Cf. World Trade Organisation (2012)
%5 Tilly (1999), p. 2.
* palmisano (2006).
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According to Palmisano, the multinational corparatioften seen as an early agent of
globalization, is taking on a new form promising fausiness as well as for society.
From a business perspective, this new kind of pritar is best understood as "global”
rather than "multinationaP’ Multinational acting means, according for instarioe
Palmisano that multinational companies could nayésn'succeed as a collection of
country-based business units reporting into a simgladquarters®®(Palmisano 2006)
but that a global acting company should “fashi@nsiirategy, its management, and its
operations in pursuit of a new goal: the integratad production and value delivery
worldwide. Capital as well as "the best and brighteanagers and technicians" would
be more and more found wherever in the world. Ads@nge of economists believes
virtual organisations to be capable of becomingdibm@inating organisation form of the
21st century®’ The reasons for this are diverse. The worldwidenemies have been
significantly marked by three phenomena of econaieimelopment since the turn of the
millennium: globalization, dynamization of the metrk and the ongoing trend towards

outsourcing.

In spite of the fact that, thanks to the eliminataf physical and official boundaries in
regards to national states for example in Europeyell as in terms of spatial and tem-
poral matters, the possibilities of the economimm@chave been vastly expanded, also
the economic spectrum has become much more unatehiless secure. Due to this
complex and uncertain interrelationship new waystlohking and working have
emerged; virtual forms of collaboration being origheem. One step further goes the

concept of the "global born company”. From toddiytsature point of view "a true

*" palmisano (2006).
%8 palmisano (2006).
% Cf. Davidow/Malone (1992), p. 14 ff.
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born-global firm is a new venture that acts tos$gta global niche from day on&™.
Apart from this understanding, numerous other d@fims of born-global firms have
been proposéd Research on born-global firms aims to clarify Hbis companies sat-
isfy the needs of customers in a global niche, boey define their market position and
their approach to grow in their nickeCompanies going global early in their life cycle

are also referred to as “global startdfis”

3.4 Information technology as driver of virtualisation

After scientists have initially disputed over thegressive information and communica-
tion technology, for years, also in practice thasni of company cooperation is estab-
lishing itself.®* There is no doubt from today's point of view ttre increasing dynamic
of the markets is also decisively induced by the asmodern information- and com-
munication technology. To support communicatioghtelogy such as e-mail is often
used to facilitate the building, operation and nggmaent of the virtual organisatiofi.
The general standardization of data together wiéhpghysical transfer of data and their
transmission paths make it possible for all magaaticipants to access at all times in-
formation and data of all kinds. Trends and infaioraare being diffused much more
rapidly and innovation- and product life cycles beeng shortened. In the course of this,
time becomes a critical success faéfovalues like development- and delivery time,

costs, quality as well as flexibility take on neigrsficance on global markets since they

0 Tanev (2012).

®1 Jones et al. (2011).

62 Cavusgil and Knight, (2009).

%3 Jones (2011).

84 Cf. Teubner (2001), p. 550, 551.
65 Cf. Adams/Morris/Scotter (1998).
% Cf. Kemmer/Gillessen (2000), p. 8.
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are target value¥.Since electronic commerce referred to as “e-comeiezntered the
market, the demand of clients has become partigudardent. This form of electronic
trade forces companies to ensure that they regthdudaptation capacities in regards to
changing market situations and furthermore forbestto prove their competencies in

the exploitation of new business segments and ewrwnication styles.

New trends of electronic communication even reicdothis development. As men-
tioned above, managers and employees working tnaliteams and / or organisations
necessarily rely on modern techniques as commuaictiol. The idea of virtual teams,
however, is driving in a new direction since sorearg as far as the physical presence is
concerned. While virtual teams used to work usuallgffices in different countries and
continents new devices effect that managers noinaoffices at all. It is not clear, but
perhaps also not of importance whether the terrm§Gmerization of IT" used for this
phenomenon is a Buzzword or a new, independentlaavent®. What is certain is
that there is a rapid shift in the way employeesusming their private-owned IT - Devic-
es such as tablets, smartphones or laptops inwuwekplace. Following a meanwhile
uniform understanding, IT - consumerization is bhending of personal and business
use of technology devices and applicatidighe frontiers of innovation in information
technology are shifting away from the corporatecepgato the consumer space with the
wide scale adoption of smart mobile-devices, cloaohputing, social media, and tech-

nologies rooted in consumer offerings.

87 Cf. Picot/Reichwald (1994), p. 547, 549.
% Ahluwalla (2012).
% Blount (2012).
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Enterprises are facing rapid transformation inrtirgeraction with customers, partners,
suppliers, and, most significantly, in ways empks/ese technologies to do their jdb
Apart from corresponding legal questions as thetgaif data probably also structures
from virtual teams will change given that team memsbwvork whenever they want and
wherever they want. Literature, until now, mos#yfocused on how businesses are im-
pacted. The real new trend is, however, how th@lpeworking in these companies are
impacted’ the output of literature regarding the Consumédsaof IT has increasingly
risen in the past yedfs As early as in 2004, however, Moschella et.acdbeed 'the
consumerisation of information technol6gs a powerful trend, predicting significant
changes in the futures business environments, asidbwer costs, improved function-
ality of the workplace surrounding and as drivar ftore innovation and creativity on

workplaces and transformation of traditional infrastures’.

3.5 The virtual corporation

As discussed above, the concept of the virtualaratmpn is used in an extremely com-
plex manner. In the following the most importarieatpts of definitions for virtual cor-
porations will be presented and explained. As rmoapt before, this thesis focuses on a
special type of cooperation form, the so calletuairorganisation that is often not men-
tioned in this context and is often not found ie tielevant research although it is a
highly relevant and interesting subject. The orgaiidn form of the virtual organisation

represents an extreme form of dissolution of therofigid company structures. The

O Del Prete (2012).

™ Clevengar (2012).
2Vogel et al. (2012).

3 Moschella et al. (2004).
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concept of the "virtual company" or the "virtuabanisation" has first been mentioned
in the Anglo-American literature in 1986 by MowsHe* and from 1992 to 2000 the
subject has subsequently appeared in more thandrB6@s’® The term virtual corpo-
ration, however, became increasingly popular aisthé last decade; but academic liter-
ature unfortunately did not offer much more helglarifying what is to be understood
by virtual corporation Moreover, this lack of clarity has led to incatent findings in
studies and research and an inconsistent use ¢émmethat meanwhile is used in vari-
ous situations for various constellations. Also graphicallydispersed teamsf one
company or organisation are called virtual orgaitsa or virtual teanf§ without also
called virtual teams (Wong and Burton 2000), ad e®lnetwork-based organisatiofs
outsourcing organisations or simply Internet- basesinesse&. As the following over-
view shows understandings indeed vary widely awgtiat virtual means in connection

with an organisation.

3.5.1 The definition of Mowshowitz

Already in 1986 the termvirtual corporatiort is mentioned for the first time by Mow-
showitz’® In his publication “Social Dimensions of office amtation“ he draws an
analogy between the virtual memory of a computer thie so-called “virtual organisa-
tion”. The analogy is drawn between the logical #melreal requirements or resources.
The logical requirement speaking in terms of thegoter is the use of the memory and

it is without importance whether the hardware-RAMtlze virtual memory is accessed

" Cf. Mowshowitz (1986), p.398.
75 Cf. Wirtz (2000), p. 99.
®Wong and Burton (2000).

" Snow et al. (1999)

8 Werther (1999).
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to on the hard disk. Even the precise locationhenhiard disk is without importance. It
is a matter here of the differentiation of the t@dilocation (memory function) and
physical location (application of the virtual memarn the hard disk). Mowshowitz,

who analyses in the first place the social effeftthe automation of the office, draws
the conclusion that as a result also in the offioekplace, while it is true that all logical
requirements of abstracting processes can be plaand controlled, they cannot be
produced in total independence of the physicaltiona According to Mowshowitz, a

virtual corporation can be recognized while hawsitigct regard in economical efficien-
cy, purchases its logical requirements from thegggehical places with the lowest pro-

duction costs and therefore has reached the indeper on space.

3.5.2 The definition of Davidow and Malone

The concept of the virtual corporation was firstd@ahe object of scientific discussions
due to publications in management literature. Dawidind Malone have been the pio-
neers, publishing their book “The Virtual Corpooati. The two authors, in this book,
use the term “virtual corporation” not referringhMtmwshowitz, but they search explicit-
ly a new definition for the new corporation formattthey believe has emerg&dAc-
cording to Davidow and Malone a company becomasg@al companyif it offers a so-
called “virtual product® on the market. This meanproduct that, with involvement of
the customer, can be produced whenever possitgetlyifor the custométFurther on,

they do not give a precise definition and only iynhlat virtual corporations consist of a

9 Cf. Mowshowitz (1986), p. 389.
8 Cf. Davidow/Malone (1992), p. 14.
81 Cf. Davidow/Malone (1992), p. 156.
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network of companies:To the outside observer, it will appear almost degg with
permeable and continuously changing interfaces éetwcompany, suppliers and cus-

tomers:®?

To sum up, Davidow and Malone create a managenuertept that they believe to be
an appropriate reaction to technical changes aadethergence of new organisational
concepts. The authors conceive the “virtual” cogtion more as a “virtuous” corpora-
tion and draw the picture of a corporation thdwigual” in the sense of the root of the
word, which is “virtuous”. A corporation of thisil has inherent powers and is able to
activate themByrne writes aptly about the two authordndeed, the pair have so

broadened the term ‘virtual’ that it virtually mestvirtuous”. %

3.5.3 The definition of Byrne

In 1993, in an article published in the magazinsiBess Week, John Byrne, an eco-

nomic journalist, defined the virtual cooperatianfallows:

“The virtual corporation is a temporary network imdependent companies — suppliers,
customers, even erstwhile rivals — linked by infaiion technology to share skills,

costs, and access to one another’'s markets. Ithaile neither central office nor organ-

isation chart. It will have no hierarchy and no tieal integration. [It] [...] will be fluid

and flexible — a group of collaborators that quickinite to exploit a specific opportuni-

8 Davidow/Malone (1992), p. 5.
8 Byrne (1993), p. 4.
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ty. Once the opportunity is met, the venture wilgre often than not, disbarief* In

addition Byrne writes:

“In a Virtual Corporation, companies can share cqskills and access to global mar-

kets, with each partner contributing what it's bast ®°

Most authors of publications on virtual corporatiaesort at least partially to this defi-
nition as it is probably the most read work on thidbject. Byrne bends away the per-
spective from a rather technical concept like the o the work of Mowshowitz and
describes also management concepts similar to DayiMalone do. But unlike them,
he sees the virtual corporation rather as a temp@idiance, that acts like a project-

related entity.

3.5.4 The definition of Mertens/Griese/Ehrenberg

As has become clear by the above mentioned apmsdcta definition, it is hardly pos-
sible to draw a unitary definition of a virtual poration from the diverse approaches to
a definition in literature. The definition d¥ertens, Griese und Ehrenbe(@998) is
used in this study as a working definition and bynd so will serve as a fundament for
the following effectuation in this thesis. It petmto look at and to study virtual corpo-
rations. Furthermore, in this definition, the egfilimportance of the information and
communication technology is carved out. The authoderstand the virtual corporation

as a form of &@orporation of companies, institutions and/or indivals that are legally

8 Byrne (1993), p. 37.
% Byrne (1993), p.36.
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independent, which supply a performance based simeed understanding of the busi-
ness.As long as the collaboration lasts, the coopegatintities concentrate mainly on
their own core competences and appear to thirdegdike an unitary company. Doing
so, they do largely without the institutionalizatiof central management functions for
designing, guiding and developing the virtual cogtion while the need for coordina-
tion and synchronization is covered by an approprsgstem of information and com-
munication systems. The virtual corporation is édko a mission and ends at the point

where the mission end&«

3.5.5 The Definition of Morgan

Morgarf’ understands virtual organisations and virtual &amthin his definition of
adhocracieshaving in common that both forms usually invojw®ject teamscoming
together to perform a task. The term virtual fosusethis understanding on the form of
collaboration not the organisational background. Virtual teare in this understand-
ing, organisations with specific tasks, functionsl gtructures that pursue to solve spe-
cific problems. The main difference between an adiy and a virtual organisation is
in this understanding that that virtual organisagioare spread geographically, use elec-

tronic technology and occasional face-to-face mesetto integrate their activities.

8 Cf. Mertens/Griese/Ehrenberg (1998), p. 3.
8" Morgan (2006).
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3.6 Characteristics of virtual corporations

Along with the change of the economic environmémg, advantages that virtual corpo-
rations demonstrate are the reason for the emezgaincooperation of this type. Even
large corporations dissolve their former structunesrder to build up internal networks,
which then act as autonomous entiffé#\s a recent abovementioned example the
American company International Business Machinegp@ation (IBM) announced that
they are planning a radical reform in regards trtemployees for the close future. In
the contemplated scenario by IBM, small teams o @mployees would conduct many
other temporary employe88The situation of IBM will be analysed in more deta

the section Case studies and view on aspects of virtual corfiama in business prax-
iIs.” The following chapter aims to clarify the pattiarity of virtual corporations com-
pared to conventionally organized companies. Takingose look at virtual corpora-
tions, several characteristics are independent Bpetific case and, to a certain extent

specific understandings of the term.

3.6.1 Temporary character

Due to the increasing dynamic of the markets, maayket opportunities arise on a
shorter and shorter basis and the time windowake advantage of these opportunities
become tighter and tighter. Contrary to conventigoanpanies, virtual companies form
themselves for a limited period of time and witle fpurpose of a common objective.

The collaboration of virtual corporations is categally temporary and is based on an

8 Cf. Kemmer/Gillessen (1997), p. 23.
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anticipatory finitenes®’ The collaboration of the cooperation partners radlynends
once the concrete project they have worked onngladed. Therefore virtual corpora-
tions are torporations for a certain periddand equate project orientated entities,
which will break up after satisfying the respectmgstomer requirement or after the
completion of the assignment. Therewith, virtuatpowations go through the regular
project phases of initiation, agreement, execudiod dissolutiori* Due to the continu-
ous development, disintegration and reconfiguraiido new configurations, the adapt-
ability of virtual corporations is guaranteed.

Market orientated customer
order

.

Network formation for
completion of the order

Communication
Client

Network dissolution after &

completion of the order

FIGURE 4: DEVELOPMENT AND DISINTEGRATION OF VIRTUAL ORGANISATIONS
Source: According to Damm (2003), p. 68.

8 Cf. Der Spiegel (2012), p.62.
% Cf. Aschenbach (2000), p. 17.
%1 Cf. Mertens/Faisst (1995), p. 65 f.

66



3.6.2 The exploitation of market opportunities

Virtual corporations emerge driven by opportunibat is to say following an identified
customers requirement or a concrete order. In tbeegs, the best suited team forms
itself, in order to put into practice an individizald and custom-made problem solution.
Thanks to such specific case-by-case configuratodnsrtual corporations an optimal
fit between market requirements and organisatianm@ngement can be obtained. Mar-
ket opportunities as well as innovative productglevhere a exploitation or realization

would not have been profitable before can now heldped.

3.6.3 Uniform public appearance

Even though the virtual corporation, dependent ftbenrespective understanding of the
term, is according to some definitions discusseaata composition of a multitude of
partner companie¥an uniform public appearariéen the part of the clients is in many
cases required. Nowadays, clients increasinglyireq@omplete solutions without tak-
ing into account which company exactly providesdain fraction of the overall deal.
Thanks to the formation of virtual corporations mwingle smaller companies, which in
reality struggle with limited liquidity, resourcesd capabilities, are able to change from
a pure product seller into a solution providerdbing so, the network presents itself
unified® in public and for reasons of flexibility only aHaring* without physical pool-
ing of resources is put into effect. The clien@dVvantage in doing so is that he has only

one counterparty to deal with.

%2 Cf. Hofmann (1997), p. 62, 65.
% Cf. Kemmer/Gillessen (1997), p. 16 f.
% E.g. under a unitary internet (www) address onigany corporate identity.
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3.6.4 Diffusion of company borders

As a virtual corporation has no property or rigbtslisposal regulated by contracts as
these stay with the participating cooperation magnit is not possible to draw a clear
dividing line between virtual corporations and the&ispective economic environment.
Instead of looking at material factors a demarcatrust be made looking at projects or
products’ Such vague borders though do not remain stabla fonger period of time,

but according to the need to find solutions, cBemte integrated in the work-teams and
the necessary executives are chosen. As a conseguariual corporations represent
themselves as entities with permeable and continababnging division lines between

enterprise, suppliers and clients. Despite itaudéfnature, a common identity holds the

organisation together in the minds of members ornsts or other constituerts.

3.6.5 Cooperation of multiple companies

In addition to know-how increase and increase pacdy, lower expenses and risk re-
duction and increase in flexibility, the dominamtajof virtual organisations is the re-
duction of the “time-to-market®’ On the basis of a collective business model and
potential win-win situation for all participant$jegally independent, economically part-
ly dependent companies unite in a virtual corporatn order to be able to provide re-
quired resources and competences jointly in a quiaik. Greater switching of tasks,
roles or work assignments is also typical in virtoi@anisations. This allows what Mo-

showitz calls “combinatorial freedom” or the alyilib dynamically allocate work across

% Cf. Linde (1997), p. 20.
% DeSanctis/Monge (1999), p. 1.
7 Cf. Scholz (1997), p. 383 f.
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people or subgroups depending on workload dem&nt@ikerefore suchlike business
associations are ideally suited for instable ecanahtonditions and for dynamic pro-
cesses of change. Recent research also suggesas timaportant factor in determining
the virtual aspect of an organisation is the detatuof activities to the other organisa-
tions and providing services and goods by maimagirooperation and unity with ex-

ternal organisation?

3.6.6 Trust

The low degree of formalisation, which charactesiz&rtual corporations, serves for
maintaining flexibility. An organisation, in ordeo learn, needs the capabilities that
make it able to transfer the knowledge that existdhe organisation and in the envi-
ronment to the organisation and to make the cuaedtexisting knowledge and also the
newly created knowledge integrated and then adt wits knowledge!®* Instead of
explicit rules, juridical instruments such as caots or specific legal forms, directions
and guidance or controls are replaced by trustebesationships, which function as the
major connector between cooperation partners. Becatithe fact that a temporal and
special limitation of the cooperation with changpaytners impedes the emergence of a
company-specific culture of trust, it becomes nsapsbefore starting the cooperation,
to create trust-building processes in the envirartnoe in the preparation of the virtual

collaboration*®? According to some definitions, the cooperatingtiesi of a virtual

% Cf. Wenitzky/Baumann (1997), p. 7.

% DeSanctis/Monge (1999).

190 ¢, Tohidi/Jabbari (2011).

101 Cf, Tohidi/Jabbari (2011).

102 Cf, Reiss (1996b), p. 272, Schuh/Friedli (1999R29.
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company generate the required output because iofstiered business understandifty.
This concept is originally correlated with the ception of the culture of trust in virtual
corporations and relates generally to the relaligm®f trust and contractual control

measures among the cooperating units of virtugdarations-**

The concept of theshared business modebmprises the product specification (e.g.
quality, functionality, form and quantity of prodsr services), the cooperation speci-
fication (e.g. appointments, delivery mechanismasplayment of personnel and re-
sources, costs, prices and profits) as well asstwal behaviour specification (e.g.
guarantees of assistance and acceptance, condilitgribwards third parties, punctuali-
ty, reliability, interest in the overall resuff}> In this context Scholz (abstractly) speaks

of fairness and in doing so means “acting in teofres partnership*®

Should the situation arise that among the coomeragartners or among single cooperat-
ing units within a virtual corporation this sharkdsiness model emerges or business
relations that are based on mutual trust exispraigally, business partners can re-
nounce on written and contractual agreem&fit$herefore, in the event that a virtual
corporation largely abstains from contractual ayesments of a set of rules, opportunis-
tic behaviour (that means the pursue of one’s owerest at the cost of third parties) of
some market participants has to be approachedwhade new way. Legal security is
replaced by the structure of a culture of t'd&@lready Mertens, Ehrenberg and Griese,

following their definition of the virtual organisah quoted above and the therein based

103 Cf. Mertens/Griese/Ehrenberg (1998), p. 3.

104 Cf. Arnold/Faisst/Hartling/Sieber (1995), p.12.
195 Arnold/Faisst/Hartling/Sieber (1995), p. 12.

1% 5cholz (1997), p. 339.

107 Cf. Arnold/Faisst/Hartling/Sieber (1995), p. 12.
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quality characteristic of “trust”, lay emphasis e fact that this element of the defini-
tion as well as the substitution of contracts witlst is particularly controversi&i®The
shift from contractually secured cooperation tmaperation based on trust between the
partners is caused by and partly also justifiedngytemporary character of virtual cor-

porations.

Prerequisitefor the development and the continued existenca allture of trust,
among other things, is however that a breach &t ®atails immediate sanctions. Oth-

erwise, trust would be inevitably destroygd.

3.6.7 Support by IT

The rapid development of information technology esmk generally possible to attain
new degrees of freedom when designing businestegiga as well as organisation
forms™*%: as mentioned above by the ongoing trend of theswmerication of IT. This

freedom reached also the core freedom of emplog®és where and when to work and
to use the device of their choice. Furthermore, demensions of velocity and quality of
the exchange of information have been made possilieby the development of the
information and communication technology. Suchvéotis, which were considered
hardly or only uneconomically synchronicable beeaokhigh transportation costs and
transportation times, can now be coordinated muckerefficiently. Physical distances
become less important, as communication with pesttieat are geographically distant

has been simplified via videoconferencing, intern@d computer conferencing systems

198 Cf, Picot/Reichwald/Wigand (2001), p. 410 f.
199 Cf. Mertens/Griese/Ehrenberg (1998), p. 3.
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and the increasing prevalence of the Internet hadNorld Wide Web is making it pos-
sible for geographically dispersed individuals &t gngaged in discussions in online
and real-time modes globafty? The result of this development is the generalgoge
nized supporting role that these new technicalasvplay in virtualizing organisational

structureg®®

Klobas and Jackson describe the use of informatmmh communication technology in
the following way: “ICT offers distributed organigans the chance to become virtual
organisations, organisations that use computerdbastwvorks (in particular the inter-
net) to capitalize on the advantages of actuakudifices in time zones, locations and
contractual relationships between individuals amaligs; communications, work pro-
cesses and organisational culture are as natutia idistributed form as if the organisa-

tion were virtually working together in a singleion™*.

Mowshowitz, in his paper virtual organisation - B a theory of societal transfor-
mation stimulated by information technology, putas follows: “However, the Internet
plays a unique role in providing facilities and pap for the development of virtual
enterprises”. He also mentions that the “realizatd virtual organisation in practice is
dependent on computer networks, which are madefuwmputers and information
systems linked together by telecommunication féedi and goes on to say that “such
networks provide access to information stored ampgers and support the exchange

of messages between devices, software, and pedpleghermore he explains: “With

10 cf. Schrader (1996), p. 61 ff.

11 Cf. Mertens/Faisst (1995), p. 64.

112 ¢f. paul/Samarah/Seetharaman/Mykytyn (2005).
113 Cf. Sydow (1995), p. 631.

114 Klobas/Jackson (2007), p. 1.
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the growth of the Internet, the basic advantagesebivorking are being extended to
everyone. Electronic mail or e-mail and the Worlide/Web are almost as familiar as
the telephone and the television. Use of the leteas a venue for commerce is chang-
ing the business landscape. Internet-related bss@sesuch as Yahoo and Amazon have
experienced explosive growth, and an ever larggmset of the business community
subscribes to the belief that the very survivah @lompany depends on it ability to use

the Internet effectively™>,

E-mail is often seen as an appropriate and effective adetbr communicating within
organisations. In virtual organisations, the use-ofail may be even more widespread

because of the geographic dispersion of mem&rs.

3.6.8 Synergetic combination of core competencies

The focusing on core competencies of companiegstablished itself as a management
trend. Any company, however, can only then reasimidximal value creation contribu-
tion, when it develops its core competencies ard tharkets them accordingly. Thanks
to a subdivision of the value chain, it is madegtde that virtual corporations deliver
solely their core competencies in the sense ofeat‘bf-everything-organisation™ In
doing so, each company concentrates on those s¢égmkthe value chain, which it
considers to be its major strength. As an advantagbe client the result is an opti-

mised value chain.

115 Mowshowitz (2002), p.196 ff.
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FIGURE 5: PROBLEM SOLUTION IN A VIRTUAL CORPORATION
Source: According to Picot/Reichwald (2001) after Withrich/ Philipp/ Frentz (1997), p. 35.

For the first eight characteristics described ia thapter a general and broad consensus
can be found in literature. About the following cheteristics of virtual corporations

there is not yet a broad consensus among experts.

3.6.9 Renouncement of a central management

By making a complex and cheap transmission of méiion possible between the vari-

ous, spatially separated companies thanks to thefuthe latest information and com-

116 cf. Adams/Morris/Scotter (1998).
17 Ct. Byrne (1993), p. 36.

74



munication technologl*? virtual organisations are able to reduce the igarice for
central decision making and an expensive adminigiraBy using the respective tech-
nique, information can be transmitted decentralized knowledge distributed also by
using peripheral channels can be brought togethea short term basfs? The infor-
mation and communication technology is therebyf#i®ic, which, as a information-
technological spine holds together the otherwissreamous cooperation partners of
virtual companie¥®, and is therefore a decisive factor for the susadsthe corpora-

tion.*?!

In its ideal-typical form the virtual corporatios a decentralized business association
which, thanks to the intensive use of informatiod aommunication technology is able
to do completely renounce of the institution of gilbgl and juridical entities. A centrali-
zation of certain tasks and decisions is howevéoraatically given, when the virtual

corporation is being directed by a focal company.

3.6.10 Continuous reconfiguration

The temporary character and the continuous recardigpns of the constellations are,
for a part, the reason for their virtuality. Theder multiple cooperation partners work
together in the same constellation, the more tealcbompany appears. Because of this,
the question arises whether a distinction is nergse order to decide whether, next to

the opportunistic partnerships, which accomplishgerary tasks, also long term busi-

18 Cf. Hofmann (1996), p. 67.

119 Cf. Mayer/Kram/Patkos (1998), p. 26.

120 cf, Wiithrich/Philipp/Frentz (1997), p. 33.
121 Cf. Picot/Reichwald (1994), p. 547, 556.
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ness associations, whose reconfiguration is tigtdlynected with the innovation- and

product cycle, can also be understood to be vitagiorations??

3.6.11 Strongly specialized member companies

With the help of a virtual organisation, especiaiyall and medium sized enterprises
can act on the market as if they were a large davyibecause of the fact that the con-
nection of complementary core skills makes it gassior them to accomplish projects
that they could not have realized independentlpeEmlly these small, medium or even
one-man businesses can, by doing so, change framy beproduct seller to being a
complete solution provider. But also the large cames benefit from the specializa-
tion, the flexibility, the quicker decision makimpgocess and the innovation capacity of
virtual corporations?® The following illustration shows in a simplifiedrm a virtual
corporation, that consists of four companies wifive-step value chain. The cooperat-
ing partners participate here in the value chaimrder to achieve a collective perfor-
mance, which they could not have been able to aehiehey were on their own. The
virtual corporation appears to the client from thutside as a uniform company and ap-
propriate and suitable information- and communaratechnology help with communi-

cation and coordination between the companieslandltent.

122 Cf. Mertens/Faisst (1995), p. 62.
123 Cf. Scholz (1997), p. 19.

76



Company 1 Company 2

B E

Company 3 Company 4

Core competency |- [ Levels of the value chain
Bl Competency —— Information- and communication

External service

FIGURE 6: SIMPLIFIED PRESENTATION OF A VIRTUAL CORP ORATION
Source: According to Arnold/ Faisst/ Hartling/ Sieker (1995), p. 4.

As mentioned above, many virtual corporations ofeamunce on building up a shared
organisation and a common organisation or admatietr in order to be able to react
more quickly to market requirements. But also \ltaorporations can often not re-
nounce on coordinating the single tasks of theowusriparticipants and stay in contact
with the outside world. That is why many virtuakgorations often create an appropri-
ate function, which is labelled with different nange.g. mandate manag&tj.This
position plays a central role, because it reprasantinside as well as outside interface
of the cooperation. In summary, the typical chamastics of virtual corporations ac-

cording to the respective definitions are, aboVetlaé massive use of the most modern

1



information and communication technology, a unifgeablic appearance towards third
parties, the predetermined envisaged only temparaoperation, the legal independ-
ence of the participating companies as well ag#igtence of certain service profifés.
The distinctive characteristics of the virtual cmngtion, the independence and the
equality for all participants and at the same tilme renouncement to a large extent on
institutionalization and hierarchff is connected according to economic scientists to
two factors: on the one hand to the renouncemetw@explicit contractual agreements
and on the other hand to the absence of a progat peotection®’ Codes of conduct
that have been contractually agreed upon are ritaib$el as an instrument of coordina-
tion in virtual corporations because of their flakty reducing effect and because of a

missing hierarchic authority in virtual corporatsfi®

The corporations, however, are dependant fromdhganys forming them. In the most
cases, the codes of conducts, CSR policies and sdifielaw regulations and company
policies therefore also apply to the virtual orgaion. Companys probably try to avoid
reputation losses virtual organisations relatedham as they probably might try to

avoid them for the "mother companies” themselves.

124 Cf. Lange (2001), p. 59 ff.

125 cf. Wiithrich/Philipp/Frentz (1997), p. 94.
126 Cf. Davidow/Malone (1992), p. 185 ff.

127 Cf. Mayer/Kram/Patkos (1998), p. 24.

128 Cf. Wirtz (2000), S. 97, 107 f.
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3.7 Advantages of virtual organisations

In the light of the dynamics of global business tlu®f the globalization of the world

economy the usual forms of cooperation, like fastamce joint ventures or strategic
alliances, reveal one significant disadvantage: Méd@ew near-term market opportuni-
ty opens up, these type of cooperation forms afised too much time to get started on
the project work and the participating companies rarely capable of adapting their
structure quick and flexible as needed for the miadpportunity"?® Due to a continu-

ously growing product complexity in combination kvian ever-growing market uncer-
tainty, virtual organisation forms gain ever mamgortance. According to Withrich et

al (1997):

“If a task is characterized at the same time byighHevel of product complexity and by
a high level of market uncertainty, the creationteshporary and task oriented coopera-
tion structures become necessary, in which compitane competences complement

each other as good as possibfé®

Picot et al. (1996) describe thiadvantageousness of alternative organisationaltetra
gies based on product complexity and market uncenaisee figure 3). In this graphic,
it can be seen that the authors suggest that artiecal organisation is the best solution
when market uncertainty and product complexity egaally both low and when the
organisation is mostly providing mass productiod atandardised services. Once prod-

uct complexity increases, with the market uncetyastill remaining low, the modular

129 cf. Wiithrich/Philipp/Frentz (1997), p. 43.
130 picot /Reichwald /Wigand (1996), p. 15.
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organisation is seen as the best form. This orgdaisform is more focused on process
orientation and on coordinating tasks. Given a mgirket uncertainty together with a
low product complexity the organisation type of tregworked organisatioappears to
be the most suitable to meet the needs of modemoaty. This organisation type is
typically characterized by Joint ventures with pars, strategic alliances between com-
petitors and in many cases also a market integrdtedween customers and suppliers.

The advantages and disadvantages in a simplified we shown in the following fig-

ure:
Networked organization Virtual organization

High
' E m
=z * Market integration: customer — supplier * Task focused ad-hoc teams
= ¢ Strategic alliances: competitors * Task focused ad-hoc cooperations
E * Joint-ventures: partners
=
2 Hierarchical organization Modular organization
w
2 I
<<
= A

* Mass production * Coordination task
Low ¢ Standardised services * Process orientation
Low PRODUCTCOMPLEXITY High

FIGURE 7: ADVANTAGEOUSNESS OF ALTERNATIVE ORGANISATIONAL
STRATEGIES. !

Source: According to Picot et al. (2001), p. 3.

Typical advantages of virtual organisations desttim the literature are, depending on

the respective understanding of the term, theioilg issues:

131 Cf. Picot et al. (2001), p. 3.
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» Saving of time costsDue to the changed demands of the dynamic irtiena
world trade, businesses have become aware of ancdhstraint: minimizing
costs, together with a continuous increase of tyustandards and flexibility is
only possible, if the business focus is kept onavae core competences and if
all other products, services and competences thatecessary for provision of
the requested service or product are outsourceskternal providers®? Be-
cause of the ongoing shortening of innovation cy@ad product lifecycles
many companies are no longer in the position toaralkailable the know-how
that is essential for penetrating the market oir then.** As a result, compa-
nies are increasingly externalizing and deceniraitheir tasks>* The respon-
sibility of the planning and controlling of the jphaction of goods and services
remains usually under the outsourcing company, kvintends by doing so to
optimize its own economic performance in order\oia the situation that be-
cause of a too strong economic performance, maragenapacities, know-
how and capital are tied dp>

« Saving of time The time factor, according to research by Stal Hout™** to-

day significantly influences the effectiveness miductivity, quality, innovation

and capital. As a consequence, if the factor teneoit taken into consideration,
competitive advantages are lost. The so-called -tiompetitors, companies

equipped with an effective time management intemdoffer their clients a

132 Cf. Griese (1991), p. 10, 11.

133 Cf. Ott (1996), p. 14, 15.

134 Cf. Bergmann (1996), p. 278.

135 Cf. Picot/Reichwald/Wigand (2001), p. 291.
136 Cf. Stalk/Hout (1992).
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large range of choice at reasonable prices witloling delivery time®’
Thereby especially clients, which are willing toymahigher price for speed and

range of choice are targeted.

* Reduced order processing expens@ko the economical advantages of a quick
fulfilment of the customer-specific requests armigay increasingly importance
in respect to the advantages of standard produrctsonsequence clients who
one sided prioritize only costs are becoming angimg or even declining mar-
ket segment, which leads to the fact that compantgsh only focus on costs
will have difficulties to cope with the competitiam the future**® The company
organisation should therefore be focused on flexibethods of manufacturing,
on a high readiness for delivery and diversityupmy multi-faceted offers and

innovation strength, in order to ensure its conpetiadvantage.

» Rapid response to the technical progre3se internet and the information and
communication technology have developed over tisé y&ars in a way that had
not previously been thought possible. The procgssieed of computer proces-
sors and of storage capacity have doubled sinceédgmning of the 1990s on
average every six months while prices remainedlestabAlso the common
standards regarding data storage and data trahsf&iL and XML) as well as
the standard communication protocols (TCP/IP) wie@sive for these changes

«140

in the economy. Due to the ongoing “electronicotation“™"" previously rec-

ognised methods of production are being re-evaluatel our society changes

137 Cf. Stalk/Hout (1992), p. 129.
138 Cf. Stalk/Hout (1992), p. 130.
139 Cf. Moravec, (2004), p. 53.
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further from an industrial society into a knowledggsed and information so-
ciety!*! Through this progress the first wave of e-commevas triggered, first

in the United States of America (USA) and then urdpe. With m-commerce,
the next wave of electronic commerce is alreadyttma horizon. Full m-

commerce or mobile commerce will make it possibled any type of business
anytime on any place in the world with the helgha latest network technology
(Long Term Evolution, referred to as LTE) togetkgth the respective equip-
ment. Also this technology is only a step to ewastdr communication between
the mist remote spots of the world making wnarld smallerand the business
opportunities greater for companies from literahsery part of the world. Virtu-

al Organisations therefore also could acceleraalédvelopment of underdevel-
oped regions. On the other hand, developed cosrdieéermine which regions

of the world they develop by providing costly neghnologies.

* Increased market transparencylhe new electronic media assist consumers to
access information in general and especially aboppliers easier and therefore
allow the comparison of different suppliers at naaf costs and on a current
basis. This in turn leads to an increased marketsfprarency. This transfor-
mation changes the market from a seller's markéichvrepresents a market
characterized by a shortage of goods availableséd®, to a buyer's market,
where supply exceeds demand, giving purchasersiemtage over sellers in
price negotiations. This conversion has as a casexg that companies find it
increasingly difficult to sell on a global scalarmstiardised and unaltered prod-

ucts. More and more customers ask for tailor-maaycts and solutions,

10 Spinner (1998), p. 315.
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which account for their respective individual prefeces. This by nature results
in a smaller amount of produced lot and therefedkiced margins due to lower
fixed cost digression, as the fixed costs distahiliemselves on less products.
Most companies realise that in the current econ@nigronment their strategy
has to be adjusted in a way so that they can peoaitligh level of specialisa-
tion together with flexibility and a simultaneougoaance of fixed costs. Vir-
tual companies represent, depending on the aimsjmeaches of the organi-

sation, a possibility to reach this aim.

» Virtual Organisation as drivers of innovationPeter Zoche from the renowned
Fraunhofer Institute for Systems and InnovationeResh (ISI) in Karlsruhe,
Germany analyzes the origins and impacts of innorat For him virtual cor-
porations seem to represent in an ideal way thpotation type of a dynamic
and globalized world. He aims less on the actuéaual characteristics of this
organisation form and more on the formal charasties of virtual corporations
to adapt in a flexible way to the requirementshaf turrent economic action in
regards to personal, regional and timing parameldrs given structural open-
ness comes in conjunction with specific challengé® decoupling of the clas-
sic framework requirements and the cumbersometatmalaconstraints have to
be compensated in return via functional equivalents partly complementary
characteristics. This has led to a focus on theadled soft factors, such as

communication, trust, commitment and social compegewhich although they

141 Cf. Spinner (1998), p. 313.
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seem sometimes difficult or hardly quantifiabley@aevertheless a known in-

fluence on the success of projects and corporatfins

3.8 Typology of virtual corporations

Conditional upon the short time, which remainstfar configuration of virtual compa-
nies, the factor confidence has a high meaningalfieady get indicative references re-
garding the method of operation of their futureibess partners, the individual compa-
nies form up to a network pool of legal independmrhpanies (business network) to a
virtual company (Type A). This form resembles thedel of the Japanese Keiretsu. In
case that one for the virtual organisation urgendgded core competence is not suffi-
ciently represented or cannot be found within thel@t all, an external company will
be added (Type B). If the external company esthédistself during the cooperation, a
permanent acceptance to the pool becomes possible.
o _°
[
o .\
\

\.

C

Pool

FIGURE 8: TYPES OF VIRTUAL COMPANIES
Source: Adapted from Faisst/Birg (1997), p. 10.

The most extreme Type C, which constitutes itsalilg from spontaneously integrating

companies, which did not have any prior relatiopsimd which dissolve their relation-

142.cf, Zoche (2007), p.1. 85



ship directly after the fulfilment of the assignneis the rarest and is seldom seen in

praxis'*?

143 Faisst/Birg (1997), p. 10.
86



3.9 Differentiation from other forms of cooperation

Cooperations between companies can turn becomeutlifin one or the other form of
corporation; as well as cooperation in virtual teafor instance such teams with mem-
bers from different companies aiming not only & fluccess of the team but also at the
success of the company they belong to. Hamel/RPadhatirase this phenomenon apply-
ing to all kind of associations where the interedtdifferent other organisation have to

be considered accordingly in the following sentence

.The challenge is to share enough skills to creatlvantage vis-a-vis companies out-

side the alliance while preventing a wholesale sfan of core skills to the partn&t*

If one considers the virtual corporation as a cphaé collaboration of various inde-

pendent companies, it makes sense to delimitatefdhin of cooperation to other forms
of cooperation between various organisations. énftllowing the research will try to

answer this question by means of comparison to $ashrcooperation, which resemble
the virtual corporation in structure as well astinction*> The autonomy and the new-
ness of the concept of the virtual corporationasehy not a result of the single compo-
nents, but to a greater degree a result of the r@tnbn of elements already known
with regard to other forms of collaboratit!i.It is important to remember, however,
that there is no unique understanding of the tertnal organisation at all. Differences
between virtual organisations and other types di&looration therefore depend on the

respective understanding of the term. For the mepwf this section, virtual organisa-

%4 Hamel/Prahalad (1989), p. 135.
145 Cf. Wiithrich, H./Philipp, A./ Frentz, M. (1997), §7-101.
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tions are understood according the definition oértdns/Griese/Ehrenberg as described
above in section 3.5.4. asform of a corporation of companies, instituticarsd/or in-
dividuals that are legally independent, which sypplperformance based on a shared
understanding of the businesghis understanding, however, represents only one of a
large number of definitions but enables the diffiéiegion from other usual forms of

collaboration.

3.9.1 Corporate networks

A corporate networlcomprises several independent companies linkachigtwork, that
are legally independent and in the ideal case laceacting independently on the mar-

kets. Sydow defines the term as follows:

"A corporate network represents a form of organisatb economic activities that aims
at the realisation of competitive advantages. #tidguishes itself by a complex, recip-
rocal, rather cooperative than competitive and tedaly stable relation between enter-
prises. A network of this type, that either acteme or in several inter-linked sectors, is
the result of a differentiation that trespassestibandaries of companies as well as the

integration of economic activitigd*’

Due to the fact that corporate networks can emergkverse forms in regards to their
duration, their objective and the internal compatitin the network, this concept is ra-

ther to be seen as a embracing superordinate doiocepe following concepts.

146 Cf. Mertens/ Faisst (1995), p. 64, Arnold/ Faiskiftling/ Sieber (1995), p. 12.
147 Cf. Sydow (1992), p. 79.
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3.9.2 Strategic alliances

As the concept of the strategic network seems sinylar to the concept of the virtual
corporatiori*® it seems especially important to elaborate thfeminces here. Jarillo

defines the concept as follows: “long-term purpaokafrangements among distinct but
related for-profit organisations that allow thosent in them to gain or sustain competi-
tive advantage vis-a-vis their competitors outsfenetwork™*°The distinctive feature

of strategic networks, in comparison to other fowhgooperation lies in the fact, that
within them one or more companies take over thatesgic leatf® and that their mem-

bers, despite of the close cooperation remain eddent from a legal as well as an
economic point of view. In contrast to the strategfliance, a virtual corporation is not
lead necessarily by one or more companies. The lagtever, that a virtual organisa-
tion could be led by one company illustrates hoffialilt in same cases the differentia-

tion between several forms of collaboration might b

3.9.3 Joint Ventures

As an extreme form of a strategic alliance in atjeienture (a cooperative venture) a

new organisational unit is created by the foundeatio acquisition of a combined com-

pany™®* The strategic foundation of a company, the commanership of pooled re-

148 Cf. Scholz (1997), p. 341.
149 Jarillo (1988), p. 32.

130 Cf. Sydow (1992), p. 81.
151 Cf. Staudt (1995), p. 720.
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sources and the significantly higher level of imédipn are the essential distinctions that

differentiate a joint venture from a virtual corption.

3.9.4 Japanese Keiretsu

The term Keiretsu denominates network like linkagésndustry, politics and major
banking houses in Japan. This kind of cooperatiomjever, is obviously closely linked
to the specific characteristics of the Japanesetyoand therefore difficult to transfer to
other business environments. SteinbrettAianderstands a Keiretsu as a combined ven-
ture, which by coordinating the accomplishmenthaf tollective tasks of several, previ-
ously independent enterprises (single units) nopresents a new enterprise (the
whole). The precursor of the Keiretsu are the dlea¢&aibatsus, which were, before
the second world war, the tightly organized styid¢tierarchical Japanese family hold-
ings°3 After their victory in the second world war, the NEied to break down these
hierarchical networks by means of anti-trust legish. In spite of the fact that they suc-
ceeded in cutting the juridical links between tregworks, the personal linkages be-
tween the Japanese families continued to furthist.EX The various Keiretsus all fea-

ture important common features.

All Keiretsus have in common that they transfehtedogical and personnel capacities,
that they schedule important investments togethdrthat they have a central trading
house that they shat&ln addition to the relatively narrow circle of thtrectly in-

volved enterprises, there are a large number @rpmn$es that act as sub-contractors. It

152 Cf. Steinbrenner (1997), p. 15.
133 Cf. Sydow (1992), p. 38.
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is their role to assume work-intensive functionghwelatively lower wage levels. Even
though these companies do not directly involvehi@ Keiretsu, they are strongly de-
pendent on this strategic netwdrRIn addition to these supply relationships; theristex
personnel interrelations between the Keiretsusthan respective sub-contracting en-
terprises. These relations make it possible to iafeed workers belonging to the
Keiretsu to be sent out to these enterprises owadlarly pensioners of the Keiretsu to
be retained in these enterprises. This flow of quansl helps the Keiretsu to control and
mitigate fluctuations in the number of employeesseal by the prevailing economic
situation™>’ An easy transfer of the concept of the Keiretsotteer countries appears
rather difficult as the historical developmentslapan as well as the cultural and social-
economic conditions are essential preconditionstHerestablishment of a network of
this kind. The main difference between the virtcatporation and the Keiretsu is that
the Keiretsu cooperation partners work togetheadang term basis and that in most
cases one enterprise within the network is on tofh@ hierarchy and captures a pre-

dominant position.

3.9.5 Cartels

A cartel is a horizontal linkage of legally indepgent companies that emerges either
from a resolution or from a contract and whose dbje is to restrict competitiot?®In
accordance with the reference object of the car@mifangements a distinction is made

between conditional cartels, price cartels, pradued cartels and marketing cartels.

154 Cf. Sydow (1991), p. 242.
135 Cf. Sydow (1991), p. 40.
136 Cf. Sydow (1991), p. 244.
157 Cf. Sydow (1992), p. 44.
138 Cf. Wohe (2002), p. 337.
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Cartels, unlike virtual corporations, try to acteew dominant market position and there-
fore pursue long term strategies. That is the reagoy they need a relatively long prep-

aration time.

3.9.6 Consortiums

Consortiums are opportunistic corporations whiahtiee basis of a consortium agree-
ment, are formed by more than one juridical indeleem companies in order to execute
a specific business together in a short periodhoé 1>° Consortiums are usually formed
by banks and in plant construction scenarios irwotd reduce and split the risk of large
scale projects. The essential difference betweesartiums and virtual corporations is
the agreement that is agreed between the parteso@tiums, other than virtual corpo-
rations are concluded on basis of a very extensiften very formal contract (company
agreement) that contains many details. This isthencontrary deliberately avoided by
virtual corporations, in order to not put at risieir flexibility. In addition, there often

exist fixed organisational and behavioural pattéongonsortiums.

3.9.7 Working groups

In literature, often the working group is presenéedthe “twin” of the virtual corpora-
tion'**®and the term is used for denominating a corporatiemork for example in the
construction industry, in which various partnerdlafmrate for a invitation to tender.
Other than in virtual corporations, the varioustipars do represent a clearly defined

legal form*® Furthermore the reconfiguration process is lesgdjc, as the choice of

159 Cf. Wohe (2002), p. 335, Schrader (1996), p. 39 f.
160 Cf. Weber/Walsh (1994), p. 26.
161 Cf. Wohe (2002), p. 332 f.
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business partners is not made on a basis of ercelleut rather on a basis of old and
grown acquaintances and relationships. After tiesgmtation of the above concepts the
following management concepts concern inter-orgdinisal cooperation, in which the

idea of networking is not primarily the focal paint

3.9.8 Franchising

Franchising is a growth strategy. It is a methodistribute products or to expand in the
service sectof®® The official definition of the Franchising Assotém basically is that
franchising is a vertical cooperatively organisedes system of juridical independent
entrepreneurs on the basis of a contractually atedl continuing obligation agree-
ment:®® In the Oxford Dictionary of English it is defines “an authorization granted
by a government or company to an individual or grenabling them to carry out speci-
fied commercial activities, for example acting asagent for a company’s product§”.
The franchising system can also be designatedsps@al form of the granting of a li-
cence. It includes the permission for the licertsemake commercial use of the indus-
trial property rights (i.e. branded goods, recipesmpany signs, etc.) and help in mar-
keting the products of the licensor. The licensestithereby at the same time adhere to

statutory previsions given by the licensor.

3.9.9 Outsourcing

Outsourcing basically means that operations thamédy were done by a company it-

self, are now allocated to external companies @darested in a juridical sense. This is

162 Cf, Biichner, H./Kastner, G. (1995), p. 11.
183 B{ichner, H./Kastner, G. (1995), p. 14.
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done either to profit from the designated spea@éili®m of other companies or to aug-
ment the market proximity. Outsourcing does notessarily mean that companies are
discharged of the strategic planning but the botesldetween the partners remain

clear!®®

164 Oxford Dictionary of English (2012).
165 Cf. Campell. A. (1998), p. 88.
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3.10 Virtual teams

Work teamshave a long tradition in the US first describedha 1960s. By the 1990s,
more and more companies began exporting the teagepoto their foreign affiliates in
Asia, Europe and Latin America in order to integrgtobal human resource practices
also with the intention to facilitate the work aldofor their expat®® For project-
oriented research and development organizatiorentarprises, human resource man-
agement is strategically crucial because the cbaect management has shifted to
the issue of human resource management from tedhroacerns®’ The nature of the
project may differ from project to project deperglion its subject, but the success of a
project is the common goal for any organisatiort feaforms the project®® In the last
two decades due to emerging communication techgologrovements and due to the
globalization challenges teams turned out not tanéeessarily on the same physical
place but working together from wherever by usingdern communication technolo-
gy.®® The Internet and internet-related technologicalaadements facilitate the global
management and flow of information and also chahgestructures of workplaces and
the way of workplace collaborations as well as nmectms by which organisations are
executing their tasks. The increasing prevalenddeinternet and the world wide web
is making it possible for geographically dispergadividuals to get engaged in discus-
sions in online and real-time modé® Early & Gibson described yet in 2002 multina-

tional work teams as a new perspective for doimdpagl business. The definition of vir-

186 Kirkman et al. (2001).

7 Huemann/Kegan/Turner (2007).

188 \Wi/Jung, (2010).

%9 Wwalvoord et al. (2008).

179 paul/Samarah/Seetharaman/Mykytyn (2005).
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tual teams, however, remains unclear as well ase$march on virtual teams is still in

its nascent stages.

Virtual teams, however, might be set up of membédifferent organisation so that the
boundaries to virtual organisations might be difficdo define and they are cut across
national, organisational and functional boundaoéen resulting in diversity of team
composition!’? With regard to theollaborationof people in virtual structures, howev-
er, there are no substantial differences. Virtaahts in this connection might be under-
stood asasic unitsof virtual organisations.

Although virtual teamwork is a current topic in thterature on global organisations, it
has been problematic to define what ‘virtual’ meansoss multiple institutional con-
texts.'”® The concept of a “team” is in this context desedilas a small number of peo-
ple with complementary skills who are equally cortet to a common purposes, goals,
and working approach for which they hold themselwesually accountable. If they are
working on a certain project or on a permanentshdsies not affect the fact that they
are understood as team’ Project performance is significantly affected bg tollabo-

ration of project team members and by the levetheif knowledgé’®

It is worth mentioning that virtual teams are offermed to overcome geographical or
temporal separatioh$. Virtual teams work across boundaries of time space by uti-
lizing modern computer - driven technolodi€ghe term “virtual team” is used to cover

a wide range of activities and forms of technolsgpported working (Anderson et al.,

"1 Badrinarayanan and Arnett, (2008).

172 paul/Samarah/Seetharaman/Mykytyn (2005).
173 Chudoba et al., (2005).

74 Zenun et al., (2007).

5 WilJung, (2010).
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2007). This team trait has fostered extensive tse wariety of forms of technology-
mediated communication that enables geographidaiyersed members to coordinate
their individual efforts and inputs. A very simpdiefinition of virtual teams describes
them as aroup of individuals that are working interdepentlgriogether in different
physical locations being reliant upon technologystgoport communicatio(Webster
and Staples 2006). This definition, however, jussalibes the virtual character of the
collaboration and does not affect the way differ@mgfanisations might be linked to the
teams. From theollaboration point of viewirtual teams have been found to be advan-
tageous for many firms because they reduce the eost time associated with employee
travel. Given that for instance leading retail firmonduct up to 70% of their sales
abroad’® the dimension of reduction of time and costs isi@ls. Virtual teams also
permit organisations to offer attractive workplaaeétsacting and retaining the best man-
agers because workplace flexibility is increasingggn as a crucial aspect of job selec-
tion and job satisfaction:’® Technologyenables virtual teams to operate dartes
them at the same time to use communication toolheo work as well to develop
group processes. Therefore there is a necessigofamunication in virtual teams with
the consequence that they become more relatiomstsiee:*® According to Anderson et
al. (2007) this relationship-based structure isessary particularly in the early stages of
the team’s collaboration playing an important rolegaining and maintainingrust.
Members of virtual teams often have to performanty because they could be con-
tacted at any time and any place . Virtual team w@lbyw people to collaborate over

every distance without too much privacy. Working iimiernational and particularly

176 Cascio and Shurygailo, (2003).

Y7 Cummings & Kiesler, (2005).

178 Swoboda et al. (2009).

179 Bergiel, Bergiel & Balsmeier, 2008).
180 DeSanctis and Monge (1999).
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global virtual teams, however, inevitably bringsoabinteractions and relationships
among people who are culturally differetft' These interactions and relationships are
not confined to expatriates working abroad buluide communication through interna-
tional phone calls, e-mail and other interactiothvieam members and customers re-
spective suppliers. Despite the increased easenomeinication, cultural differences are
present and challenge these methods of communicaiithile other aspects of the
global environment are observabbelture is largely invisible and often overlooked as
an success factor of virtual collaboration ovettuwral boundaries. Therefore, it is im-
perative for managers to have specific skills tebecessful in global teams that usually

are transcultural teartf as well as in transcultural virtual organisations.

3.11 Opportunities and risks of virtual corporations

3.11.1 Opportunities

Thanks to virtual corporations, the inherent stteagf smaller companies as for in-
stance typically lesser fixed costs, higher flelitfpiand shorter decision-making chan-
nels appear combinable with the usual advantagesa@r enterprises like for instance
typically greater presence / higher profile, suéfit resources of professional staff and
techniques and higher capacities. This advantaggst tme combined without having to
face the respective disadvantalféBecause of the fact that virtual corporations ligua

substitute investments in plant and equipment bggmating external key competences

181 (Thomas & Inkson, 2009
82 Thomas & Inkson (2009).
183 Cf. Hofmann (1996), p. 62, 64.
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from other parties, the allocation of overhead &st the fabricated products can usual-

ly be kept at a very low levéf?

Today’s economic environment and the investmentrnoanity at the stock exchanges
around the world require the companies to concemtspecialise and to focus on their
respectivecore competenceand many major companies implement these guideline
the concept of the cooperation form of the virtaalporation, companies have the
chance to access the “resource pool“ of the patreer required. This enables the com-
panies to lower uncommitted resources that exigbie their core competences and as
a result this directly leads to a better cost $tmec®® The utilisation of proprietary stra-
tegic advantages combined with the entreprenestriahgths of the cooperation partners
means that resources can be cut down and an dhe ®ynergy effect increased per-
formance becomes possible, which leads to a befefil parties-®° Furthermore, as a
result of the cooperation in virtual corporatioagditional customer orders outside of
the core business activities can be acquired andecently existing capacities can be
released®” Thanks to an increased product volume all theliregbparticipants have in
addition the possibility to access better priced emnditions when sourcing goods and
services. On the other hand, virtual collaboratimight also be a necessity in order to
react to clients needs. From a supplier’s pointiew, for instance, multinational com-
panies have always been highly profitable but alsry demanding customers often
choosing suppliers that understand their speciieds and offer solutions on a global
basis. The consolidation pressure in many indwsstni@s created a situation in which

fewer, larger and more complex customers demandapelue-adding activities like

184 Cf. Ackermann (1998), p. 40.
18 Cf. Engelien/Homann/Neumann (199), p. 109, 111.
18 Cf. Picot/Reichwald (1994), p. 547, 549.
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joint product development from their key suppligrsrldwide forcing them possibly
also in virtual collaboration due to the fact thath companies are located in different
countries or even continents. During the last ysapmpliers were subject to a fast grow-

ing performance expectance of their major custori&rs

A company, categorically, will only limit its podfio to a few core competences and
will become dependent in an economic sense relyingther economic subjects, if the
aspired advantages of such a measure are certhiguamanteed. The recourse options
of the remaining participants must therefore alwhgsensured. A breakdown of the
cooperation would normally worsen the economicagitun of the concerned enterprises,
as large orders are regularly assigned to full-easgd service providers rather than to

niche providers.

3.11.2 Risks of virtual corporations

Despite all the euphoria about virtual corporatjamse should not neglect the aspects
that make the engagement in such a type of coligioor appear critical and the above
mentioned chances of virtual corporations havegadnfronted with the negative as-

pects inherent in this cooperation form.

The success of a virtual corporation critically elegs on the fact that almost all of the
often sensitive information flow takes place ovee medias like internet, e-mail and

telephone, so that all of the involved companiesmactically forced to communicate

187 Cf. Dubacher (2000), p. 84.
18 Hollensen/Wulff (2011).
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and diffuse sensible and confidential informatiartyovia these channels. Such a mas-
sive use of information and communication techni@sgepresents a problem that
should not be underrated, given the fact that thegestill significant security flaws, for
example in e-mail communication as well as in tefemunication. This represents a
problem that can make the collaboration withinraual company difficult. There exists
for example the danger of the spy out of confiddntiata and the loss of important

know-how as well as of proprietary company secféts.

As the various participating companies are bringmtheir different key and core com-
petences, there is a need for coordination andnpignefforts, which often makes it
more difficult to lead a virtual corporation thdamiould be the case in a traditional hier-
archical company?® Furthermore, specialization will always be acconigad by de-
pendencE’ and after a certain individual company speciaiirgta participating com-
pany might no longer be able to side step intorablisiness and product areas without
difficulties. Therefore the company concerned Wwédcome at the same time vulnerable
to fluctuations in demand on the market that ivegsrand simultaneously is no longer
able to switch to other possibilities for compemsatvithin their own product and busi-

Nness range.

Due to this development, it can happen that the@wmed companies are forced into
permanent corporations, which is not always beiegjrdd by every company. Another

risk of virtual corporations that should not be erebstimated is the prevalent question

189 Cf. Weibler/Deeg (1998), p. 107, 115, SzyperskiKI(1993), p. 187, 201.
190 Cf. Corsten/Reiss (1995), p. 159, 167, Wirtz (209097, 104.
191 Cf. Corsten/Reiss (1995), p. 159, 167.
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of liability that often remains uncle&? If the collaboration is only based on trust and if
the companies start immediately with the projectkwonany questions arise, as the
willingness of companies to engage themselves rimiali corporations is strongly de-
termined by potential inherent liability risks attd general calculability of this risk that
goes along with the corporation form. The singlmpany, normally is not interested in
guaranteeing for the entire product, but rathey doit its part of the production or the

service.

This question is also of crucial importance for #ezeptance of the model of virtual
corporations by both clients and suppliers, asetletgrest groups are only interested in
business relations with virtual corporations, & tjuestion of who guarantees and stands
up for the resulting claims is properly settled atatified. In regards to this point re-

sults a possible direct risk for the market sucoéshort-lived virtual corporations.

192 cf. Aschenbach (2000), p. 159.
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4 RESULTS

4.1 Case studies: Virtual cooperation in business praxsi

The results chapter starts with the following smttaiming to illustrate existing exam-
ples of virtual corporations and relevant aspetisrtual corporations in business prax-
is as well as well as deliberations and businesssplor further development of virtual

organisations.

4.1.11BM (technology and consulting)

According to recent news, the American software gany International Business Ma-
chines Corporation (IBM) announced that they aemping a radical reform in regards
to their employees. In the contemplated scenaritBh, small teams of core employ-
ees would conduct many other temporary empldy2d8M apparently wants to elimi-
nate a big part of its jobs in Europe and espgcfabirmany with a programme called
“Liquid” which aims to give the company a more flele form and shape and seems
like a revolution in the working environment. Inglfworking model of the fututea
group of core employees will be responsible for t&intenance of the relationships
with the customer and a small number of employesb® in charge of directing and
managing the company. As discussed in section i8.2006 the CEO of the organisa-
tion stated that the multinational corporationgofseen as an early agent of globaliza-

tion, is taking on a new form promising for busimes well as for society.

193 Cf. Der Spiegel (2012), p.62.
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The majority of employees will not be based anymaréhe various headquarters and
subsidiaries of the information technology spestalbut will be sourced from places
distributed all over the world in aylobal talent clouti from where they will be hired
from. They will be working in interaction with th&her regular employees in always
changing combinations on projects for days, weekaanths to service the needs of the
clients of IBM. The team members of the globalraleoud will advertise their man-
power and labour on an internet platform modelliéel dhe example of eBay, an online
auction and shopping website in which people arginesses buy and sell a broad va-
riety of goods and services worldwide. In ordertfog choice of labour being successful
in the projects, IBM wants to implement a certifioa model, which will label the peo-
ple advertising their manpower on the internetfptat according to the degree of their
qualification in the colours blue, silver and golthe gold qualification represents the

highest standard in this evaluation system.

Expert community

Out of the talent cloud the company recruits
groups of workers specialised on the required
services for the client in each case

-
Certified
-

“
*
L+* Search for talent
Similar to an auction
qualified persons and
experts compete for
the participation in
projects

IBM employees with
regular contracts

Project success
evaluated over
the internet

Core employees

These include employees in
charge of core functions such
as company strategy,
company management and Client
client relationships

They pay income tax and
receive additional benefits
from the employer

L awm
Evaluation

Certified freelance collaborators

Each employee in the talent cloud will
be certified according to sector
standards, earlier projects, reliability
and other factors

Positive evaluations increase an
employee's “digital reputation” with the
gold qualification representing the
highest standard in this evaluation
system

@I Certified I@I

FIGURE 9: THE VIRTUAL WORKING ENVIRONMENT
Source: Adapted from Der Spiegel (2012), p. 63.
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Another aspect of thisworking model of the fututes that IBM plans to have its con-
tracts of employment to be based on global stasdatther than on regional standards.
With such global employment standards, nationaislagions, national salary regula-
tions and prevailing labour agreements could beunivented. The workers from the
talent cloud will be compensated for the projebtsytparticipated in either according to
the results that they achieved or according totithe they invested for the respective
project. Furthermore, the certified freelance dmilators are invited to participate in
trainings organised by IBM at their own cost in@rtb increase their chances vis-a-vis

the competition in regards to the defined work sinit

Advantages for companies like IBM are apparenhasomparison to current personnel
costs, the personnel costs in a virtual workingiremvnent are significantly lower for
the company. In addition the company would gainlgweide access to a talent pool of
experts and qualified workers, that can be hiradl @emissed of according to fluctua-
tions in customer demand. This model, howevert & @oser look in fact a workforce
and cost-related model not creating virtual orgaiosis but virtual teams composed of
employees who have to apply for a position in thiesens at IBM. Therefore, there is
no second company building creating a virtual oigmion together with IBM but -
more or less - independent people trying to sellrtivorking power to the company. As
flexibility from an employees point of view usualipeansuncertaintythis kind of
working teams only obviously generates advantageiBM; the cost for a certain work
performance is probably considerably reduced. \Wigard to the form of collaboration,
however, the company plans to instaitual teamsunder their authority and neirtual

organisations.
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4.1.2 PUMA (fashion)

PUMA SE together with its subsidiaries, engages in theeld@ment and sale of sports
and sports lifestyle products such as footwearasgpand accessories and collections
in various categories for athletes, including tegports, running, training and fitness,
golf, sailing, and motor sports. The company offegssproducts primarily under the
PUMA brand but as well under the Cobra Golf, andtdm brand namé¥. It also is-
sues licenses authorizing independent partnersgmul, develop, and sell watches, fra-

grances, and eyewear.

Puma as a company is a very successful example efganisation that comes from its
structure close to the cooperation type of theuslricorporation. While the complete
production and almost all of the logistics are takeer by network partners in over 20
countries worldwide, the firm itself is concentration its core competences: develop-

ment, design and marketing,

The respective subsidiary companies are therefolseresponsible for the distribution.
In the course of this Puma collaborates with sheaufacturers in Asia and a British
logistics company. Puma coordinates this partnprakia leader and directs the com-
plete flow of materials. Puma’s production partnars supported with market intelli-
gence and market projections. In the case of uhusisgalculations in regards to the
guantity of sales, a certain financial compensatsogranted for the development ef-
forts. Also the PUMA case shows therefore a "virtomanisation" as described by

scholars but a modern, technology-based collalworainder the authority of PUMA.

194 Bloomberg Business Week (2013).
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Due to the use of the most modern information amdraunication technology, clients,
producers, distribution partners and licenseesbareg interlinked and in some areas
Puma already communicates exclusively online wgrcooperation partners. A similar
structure of such a temporary network of unitsriimtked with each other while present-
ing themselves as an unity under an own brandemtitside world also feature Adidas
and Benettort® A small corporate head office in the small towrHgfrzogenaurach in

Germany is therefore able to direct the completrass chain on a worldwide scale.

Taiwan Australia

Sales / distribution
V\ Herzogenaurach / Germany (Puma HQ)

us Africa

r" Sales / distribution

China, Singapore South America

smmmd Sales / distribution
/ Europe
China, India, Indonesia, Thailand, Sales / distribution

Vietnam, Philippines, Malaysia, etc.

\

Europe

Hong Kong

North America

Sales / distribution
FIGURE 10: PROCESS CHAIN OF THE PUMA AG

Source: According to Mertens/Faisst (1997), p. 105

195 ¢f. Wiithrich/ Philipp/ Frentz (1997), p. 32, 144 f
19 Cf. Faisst /Mertens (1997), p. 105 f.
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4.1.3DIESEL (design company)

Diesel is an Italian design company and is beswknior luxury and prét-a-porter cloth-
ing aimed at the young adult market and especiaty successful in producing jeans-
and designer clothes. The company counts amonigdisé successful Italian companies
of the last few years and is still owned by itsrfder and current President Renzo Ros-
so. The company employs around 220 employees, fowhizh 120 are employed in
logistics and 60 persons are working in researdtegelopment (R&D). Diesel’s main
markets in terms of sales are in addition to Eurty@eUSA and the Middle East. Die-
sel's rapid expansion over the last decade togetitarits ever growing market share

are a proof for the success of Diesel in regardsrtoal corporation structures’

R. Rosso
President

Legal affaires
staff 2 persons

General Director

Information Systems

15 persons
Research & Marketing Administration, Logistic
Development Finance and Control
60 persons 14 persons 9 persons 120 persons
Design, style, collection, Sales, communication, Purchase,
quality control interior design, shops subcontracting, cutting,
warehouses, delivery,
engineering

FIGURE 11: DIESEL ORGANISATIONAL CHART
Source: According to Bielle (1999), p. 4
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In order to increase flexibility, the complete puoton has beewutsourcedto sub-

contractors from the region. Each of these subraoturs is specialized on one or two

production steps or on specific textile types. Bidsself therefore does not produce.

Due to the fact that the contracts with the respecub-contractors are on a non exclu-

sive basis, these suppliers can possibly be replacany time.; probably the contractors

cannot that easy replace Diesel as a client. Tharadges for a company like Diesel

with this model are consequently flexibility, tinsaving and reduced investments. On

the other hand the need for coordination increasgsificantly while quality control

becomes highly important. This analysis is alséectéd in the functional division of

staff and in Diesel’s process flow highlighted e tfollowing graphic.

Design / New Models

A

Preparation of the collection

A

Presentation of the collection

A 4

Collection of orders

v v
Purchase of Production
materials and Scheduling

accessories

— Internal

— = . External

Quality control

}

Delivery

FIGURE 12: DIESEL PROCESS FLOW
Source: According to Bielle (1999), p. 7

7 Bielle (1999), p. 1.
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With the implementation of this special companytinre, Diesel has taken into ac-
count the fact that especially in the trendy argl-faoving fashion sector aimed at the
young adult market, it can be much more vital tdflerible rather than to own proper
production facilities->® The business model, however, is not about virtugaisations
as described by scholars but about an outsourditigegoroduction. This strategy is not
new at all.. Paradigmatic for this developmentasiiistanceRed Bullcreating for in-
stance spectacular sports events in non-traditispalts as Kite Surfing, Downhill
Mountain Bike or Base Jumping closely linked to brand, but no lemonade, energy
drink or other physical product at all. The compgrst buys the products from an lead-
ing Austrian soft drink and juice company and salleelingor alifestyleto its custom-

ers.t®

4.1.4NINTENDO (consumer electronics)
Nintendo is a Japanese multinational consumerrel@cs company. The company is

one of the most influential video game companieth@industry and was once Japan's
third most valuable listed company with a markelugaof over US$85 billion. The
company’s name stands all over the world as a gyndor the fun of playing video
games. Nintendo has sold over 565 million hardwaits and 3.4 billion software units
as of October 2010. It is, however, not a virtuainpany in the sense of the collabora-

tion with underindependent companys.

Similar to the fashion industry, it is essentialb® able to react quickly to changing

market demands in an industry, which is as fastimpas the video game industfy.

198 Bjelle (1999), p. 2, 3.
199 Cirillo 2009.
290 Cf. in the following Wiithrich/Philipp/Frentz (1997%. 134 f.
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Velocity to react is therefore a decisive competitadvantage vis-a-vis Nintendo’s
competitors. For Nintendo being faster directly neeadditional market potentials and
margin advantages as well as the realization afreage bonus. Due to a world wide
sourcing-networkand a focused minimal value creation, new gamasm@anwhile be
developed in less than a week. This minor effodefelopment is not at the expense of
success, as multiple games were sold in millioniegts and some even surpassed the
limit of 15 million copies. Thanks to a virtualiga of its value creation, Nintendo
managed this unbelievable success. As a result, ingthe middle of the Asian crisis,
Nintendo was for four years in a row Japan’s mosfifable listed company achieving a

profit margin even higher than 18%.

Even more impressive than these rates of retutreisvay in which Nintendo’s products
are realized: Own proper production plants repriesaty about 9% of the company’s
assets on the balance, and the production costsrdnm only 6% of the volume of
sales. Products are mostly based on existing téofjies and are brought to the market
via the “Trial & Error-method”. Nintendo concentatsolely on the generation of ideas
for games, the commercialisation of these and itteetibn of the distribution. This goes
as far as that the whole hardware production, thptgc design as well as the system
development and the software programming and dverdistribution are in the hands
of others sub-contracting partners. Also this kaidcollaboration is, however, in the
terms of the definitions quoted above vidual corporationbut a real company con-

tracting with other companies working for Nintendo.
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4.1.5 SEITZ (software)

The Seitz-group sees itself as an IT-service spsici@r the manufacturing and the
trade of soft- and hardware up to complete outsogrsolutions’®* The company, that
also combines its own products with standard smhstifrom SAP for example has
about 260 employees throughout the German-spea&gign. Seitz basically has as an
one-line organisation with associated functionghsentation in production, accounting,
marketing, distribution and other participations the work in almost all areas is very
case specific, it is exclusively conducted via ectg. The project teams are created by a
mix of employees, which are part of the same osgdimnal units, as well as of employ-
ees of partners, clients and suppliers. This siraaneets the definition of virtual teams
rather than of virtual organisations given thattésm members are working in different
countries and organisational structures. The ayreathblished organisational structure
at Seitz is continually maintained and is only dehon a short term basis for the entry
into new markets or the development and introdactb new products. For the intro-
duction of internet services for example, a taskdowvas build, which solely dedicates
itself exclusively to this task. After conclusiohtbe task, the task-force was reintegrat-
ed into the old and established structure. In tloegss, sometimes new employees are
engaged and new departments are being createdh \imn are completely main-
tained?°* Executives, which have directed such a task-foncer a certain period of
time are then reintegrated into the organisatioth smmetimes problems can arise, as
they do not longer dispose of the same level okepetdence and are no longer

equipped with the same competences as when theyleaaing the task force. On the

201 Cf. In the following Sieber (1996), p.2 f.
202 Cf, Mertens/Griese/Ehrenberg (1998), p.36.
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other hand, the employees also get the chancentmually acquire new knowledge and

skills. This problems are typical for formation agidsolution of teams.

Seitz

Germany, Switzerland,
Austria, Bulgaria, Romania

20-25 consultants (close partnership with Seitz)
’ Manufacturer of standard software and hardware
Supplier (loose partnerships or pure supply)

. Composition of a temporary partnership

FIGURE 13. COMPANY NETWORK OF SEITZ GROUP
Source: According to Sieber (1996), p.3.

An advantage of this construction is the risk i in the pioneering phase of mar-
ket life cycles. Since a large part of the orgaiosal and operational structures are
formalized, the informal organisation functionsyerell. Seitz’s partnership network is
constructed for the long term and generally opémceSevery project leader also takes
care of his own proper personal network, the foromaof project teams is often made
easier. These networks are often overlapping e#olr @nd are being held together
without contracts. Legal cover is only provided fiodividual projects. The company is
generating 20% of its sales via its partners arglasning to double this number in the
medium term. In the area of SAP realisation thenfierary outsourcing“ concerns an

average of 40% of the tasks are already beingraesitp third partie&”

203 Cf. Sieber (1996), p. 3.
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4.1.6 WAL-MART (retail industry)

Wal-Mart is an American multinational retailer corption that operates chains of large
discount department and warehouse stores. Accotditige Fortune Global 500 list in
2012, Wal-Mart is the world's third largest pubtiorporation. On of the reasons for
Wal-Mart's ascension to one of the world’s largesailers and for a certain period of
time, also the largest corporate group in the worlterms of sales, is certainly also to
be found in the structure of its ultra-modern infiation network®* This ultra-modern
information network serves the suppliers and sutirectors directly with client data
from Wal-Mart stores all over the world. The usetlis highly modern technology
helps to economize both time and costs and to shape efficiently the operational

sequences.

The core part of this central registration is Wadstls personal economic data system
SMART?®, in which all the data and information flows cotngether. As retailers gen-
erally are very dependent on their suppliers, WalkNhas used this mutual dependence
in order to create a virtual corporation, that gwpes a single unity. Furthermore, Wal-
Mart has initiated the so-called RetailLinkPrograstarting from a traditional supply

chain.

This program, which is based on EDI (Electronic &htterchange)-networks and an
extranet with the
suppliers, makes it possible to interchange clilet& with the various Wal-Mart stores

in real-time. As a consequence, Wal-Mart can dyedapt and react to customer needs

204 Cf. In the following Hutley/Heimgartner/Mobley (@8), p. 24 f.
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and demands and the warehousing and storage @rstseaeduced while the sales in-
crease. In addition to the RetailLinkProgram, tlempany operates several proper
online marketplaces which are directly linked te Retail-Link-Program. Wal-Mart is
also planning a so-called scan-based trading systémch would allow it to make it
possible to reduce storage costs to almost zeteawng the goods as long in the prop-
erty of the suppliers, until the goods are paithatcash desk by the cliefif. The fol-
lowing figure illustrates the collaboration of ré¢a and supplier in general terms show-
ing the different stages of collaboration and \dligation. Only the fourth stage shows

characteristics of an virtual organisation.

A
High Stage IV:
Expert
Stage lll: Virtual vertical
Advanced collaboration
Collaborative = Collaborative
business product
planning ﬂf},‘,’e"’pme"t'
= Joint
LeVeI Of - prOCUI"Bmem
integiation Joint opportunties
. forecasting Joint category
Stage I: Basic and category assortment,
planning private label
P{omqllons strategy
Data : : plonrng Jointproft and
exchange and Differentiatecd POSanalytics loss ?
. flowpaths Sharingof
plawing DC bypassor shopper
coordination backhaul marketing
Asset sharing insights
= Forecast Store-ready Merchendising
sharing pallets optimisation
Display
: E;TR management
Lows Storelabowr  Mayinclude elementsfromstageslandll
optimisation
Increasing time and matwrity of relationship
FIGURE 14: LEVELS AT WHICH RETAILER AND SUPPLIER CO LLABORATE

Source: According to A.T. Kearney analysis (2012).

25 SMART: STORE MERCHANDISING Through APPLIED RETAILECHNOLOGY.
208 Cf. Hutley/Heimgartner,/Mobley (2003), p. 25.



4.2 Empirical study: Corporate finance professionals

In an empirical field study via structured intewg that have been conducted for this
research, 30 corporate finance and investment bgniiofessionals working within and
close to the specialist division of Mergers and éisijions within corporate finance
have been asked to answer to several questionsdiegavirtual organisations. Alt-
hough a sample size of 30 professionals does eot separticularly high number when
compared to other surveys and a question of reteveemains, these group of profes-
sionals are best suited to answer these intervigstpns as the work on corporate fi-
nance matters for different companies and acrossussectors on a daily basis. It is
noteworthy that it is normally very difficult to ganswers from this specialised focus
group as they generally tend to be seclusive raggtteir activity as their work is often
confidential client work and they are often notling to participate in general surveys
due to a very busy work schedules and time comsstdit is therefore difficult to assess
who would be a relevant person to answers the igmsstThe interview questions pre-

sented to the respondents were:

e | am familiar with the term "virtual company/ comation" or “virtual organisa-

tion”.

* | associate the term “virtual organisation” withetarea of Corporate Finance

and / or Investment Banking.

» | associate the term “virtual organisation” witletarea of Mergers and Acquisi-

tions.

| associate the term “virtual organisation” witietarea of cooperation forms.
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* | have encountered the term “virtual organisatiaméady on a professional ba-

Sis

This research was conducted under the guarantea wisclose individual answers and
present the summarised results only on an anonymodisaggregated basis. The com-
panies that these professionals work for includaesof the most renowned institutions
in corporate finance and in merger & acquisitionamely Bank of America Merrill

Lynch, Crédit Agricole, BNP Paribas, Citigroup, @iteSuisse, Deutsche Bank, HSBC,
Jefferies & Co, Morgan Stanley and UBS. The resoitthe research produced on an
aggregate basis over the responses from the 3@rabepfinance and banking profes-

sionals are explained below.

a) Familiarity with the Term "Virtual Organisation”

50.0% 46.7%

40.0%
30.0%
20.0% 16.79%
(70
20.0% 13.3%
0.0% .
Not at all 2 3 4 Fully applies

FIGURE 15: FAMILIARITY WITH THE TERM "VIRTUAL COMPA NY/ CORPORATION"
OR “VIRTUAL ORGANISATION".

Source: Empirical survey
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This first question was posed to enquire aboutfaéingliarity of the corporate finance
professionals with the term "virtual company/ cogimn" or “virtual organisation”.
Nearly half of the surveyed people claim torwd familiar at all with the term and only
16.7% indicated that they would be fully aware tofvith one person indicating that it
would know about it. This response is on one hatiger surprising when looking at the
relative popularity of virtual organisations in nesd businesgheory. On the other hand
it underlines empirically the fact that virtual porations and organisations are not
much known in the real praxis of the business warld especially within corporate
finance. Insofar they confirm the observation fritma case study that real virtual organ-
isations in the scholar's sense of the term cootda identified amongst the companies

selected for the case studies.

b) Association of Virtual Organisations with the Rance Sector

50.0% 43.3%
40.0%
30.0%
20.0% 20.0%
20.0% 13.3%
0.0% [ |
Not at all 2 3 4 Fully applies

FIGURE 16: | ASSOCIATE THE TERM “VIRTUAL ORGANISATI ON”"WITH THE AREA OF
CORPORATE FINANCE AND / OR INVESTMENT BANKING.

Source: Empirical survey
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The second question asked the target group of catgdinance professionals if they
would associate the term “virtual organisation”twihe area of corporate finance and /
or investment banking. Given the results from fr& fjuestion with many professionals
being oblivious about virtual organisations andgating that they would not be famil-
iar with the term, the results to this questionnseather logical. The majority of sur-
veyed professional are not associating the termuai organisation” with the area of
Corporate Finance or Investment Banking in gendrais further underlines from an
empirical perspective the difference in populaofyvirtual organisations in real life
praxis vis-a-vis the business theory. It is surpgsthat although some professionals
indicated in the first question that they wouldfbly familiar with the term, only one
indicated that it would fully apply to corporat@dince and / or investment banking and

four indicated that they would see it in close pmaky to this field.

c¢) Association of Virtual Organisations and Coopeéian Forms

The third question of the survey intends to furthe@mow down the understanding of the
finance professionals in regards to virtual orgaindés and if in their view they associ-
ate the term with the discipline of Mergers & Acsjtions, i.e. if they perceive it as an
aspect of corporate strategy, corporate financenaadagement. The responses in this
case were again surprising if one would look atghestion in an isolated manner, but
in line with the answers to the previous questiposed to the professionals as only one
professional answered that he would fully assodiageterm of the virtual organisation
with Mergers & Acquisitions and four professionalsted for choice number 4, mean-
ing that they see the term in close proximity te #ine of Mergers & Acquisitions. Most
of the responding finance professionals and in &2&b6 of the surveyed group, did not
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see a connection between the two terms and constigaeswered by rather choosing
options 1 (not at all) and 2. Six professional20% of the surveyed sample opted for
the middle neutral choice number 3 indicating titety would not incline placing the
term virtual organisation near to M&A or very faom it. Given the results of the first

two questions, rather this percentage might beidered as surprising than the first two

ones.
50.0%
40.0%
40.0%
30.0% 23.3%
20.0%
20.0% 13.3%
0.0% [ |
Not at all 2 3 4 Fully applies

FIGURE 17: | ASSOCIATE THE TERM “VIRTUAL ORGANISATI ON”"WITH THE AREA OF
MERGERS AND ACQUISITIONS.

Source: Empirical survey

d) Association of Virtual Organisations and Coopéi@n Forms

The fourth question of the survey intended to fnd if the finance professionals asso-
ciate the term virtual organisation with the aréaamperation forms. The clear majority
of surveyed professionals answered that they wdelakly see virtual organisations as a
cooperation form. Another seven professionals @6 22w it in close proximity to co-
operation forms. Only four professionals or 13% dad see virtual organisations as a
cooperation form and three people were undecideditier direction. This answer

clearly shows that the finance professionals, whih majority having an education in
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business or economics, have already heard of tygecation form of the virtual organi-
sation. As can be seen from the respective andwéhe previous questions however, ,
the professionals are not fully familiar with therh and the meaning that it has in the

business literature.

60.0% 53.3%
50.0%

40.0%

30.0% 23.3%

20.0%

[0)
10.0% 6.7% 6.7% 10.0%

o0y, I — [ ]
3

Not at all 2

4 Fully applies

FIGURE 18: | ASSOCIATE THE TERM “VIRTUAL ORGANISATI ON”"WITH THE AREA OF
COOPERATION FORMS.

Source: Empirical survey

e) Having encountered the term “Virtual Organisatid on a professional basis.

The fifth and last question for the corporate ficprofessionals was structured with
the aim to find out if the surveyed target grouprwfividuals has ever encountered the
term “virtual organisation” on a professional bagigm the answers given to this ques-
tion in can be inferred that 20% seem to have emeoed the term on a professional
basis with the majority of responses being thay theeve not encountered the term on a
professional basis. This further highlights theuagstion that virtual organisations as

described by scholars are not fully known in modaueiness practice. Looking back to

guestion 1 shows that exactly the percentage pbregents stressing that they had en-

countered the term Virtual Organisation also seeédming familiar with the expression.
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In other terms this means that professionals withmafessional involvement do not

know the term at all.

40.0%
33.3% 33.3%
30.0%
20.0%
20.0%
10.0%
10.09%
0.0% [ |
Not at all 2 3 4 Fully applies

FIGURE 19: | HAVE ENCOUNTERED THE TERM “VIRTUAL ORG ANISATION” ALREADY
ON A PROFESSIONAL BASIS.

Source: Empirical survey

As a summary of findings it can be inferred frone ttesponses to the five questions,
that corporate finance business professionals a&ospe, despite the popularity of the
subject in modern business literature and busitessy, are not very familiar and often
not knowledgeable about the cooperation form ofvineal organisation. It can also be
stated that they in majority do not associate ¢netwith their field of work, the area of
corporate finance and banking, or the more spseidlarea within this field, mergers
and acquisitions. On another note, professionanslitxr with virtual organisations have
come across the term on a professional basis. Hperity of respondents clearly asso-
ciate the term at least with the area of cooperdboms shown basically understanding

for its meaning. This does not change the fact,évan that virtual organisation have
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not yet reached the business reality at leasteoEtiropean finance industry as far as the

answers of the 30 respondents of the presentedrobsis taken into account.
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4.3 Empirical study: Technology companies

4.3.1 Chapter Overview

This chapter explains the empirical study that Isn made in this dissertation based
on a selected number of listed companies of then@erstock market and in especially
the TecDAX index. Due to a large number publicatiam management literature about
the revolutionary advantages that virtual corporai seem to have according to the
researchers , some of these aspects should tabd &nd reflected in modern business
praxis by now?’’ Due to the fact that contrary to conventional canigs, according to
theory virtual companies form themselves for at@diperiod of time in order to pursue
a common objective, the collaboration of virtuatpmrations is categorically tempo-
rary?% It is therefore to some extent difficult to obsethiem in real life business praxis
and to measure them empirically. Since there expsto now only very few empirical
studies apart from single case studies about Victrgoration&” and as the topic is not
clearly defined in the economical discussion, a\sforoviding evidence regarding the

diffusion of virtual corporations in business pmarbviously makes sense.

This empirical study attempts to examine the bssn@axis to see howittual” com-

panies in the German benchmark index TecDAX aetmnomic reality in comparison
to the academic theory. Furthermore this empirgtatly will test whether these sur-
veyed companies do have the typical characterisfiegrtual organisations as outlined

in this thesis previously.

207 Cf. Davidow/Malone (1992), Byrne (1993), Wiithrigtillip/Frentz (1997).
208 Cf, Aschenbach (2000), p. 17.
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4.3.2 Results of the survey

The results of the research among the listed tdogp@ompanies in Germany are pre-

sented descriptively in the following and are coisgxt in the respective groupings.

a) Statement regarding the self-perception as auat company

The question of the self-image as a virtual corpanabrought the result that most of
the questioned companies do not consider themsalvesvirtual company. The very
open formulated question and the answer propositatimthe possibility to choose me-
dium values made it possible for the respondentsotadecide on a certain statement.
Due to the various existent definitions of a vittbampany and also due to the diverse
use of the term in the press and in managemendtlitee, respondents probably had dif-
ferent opinions about what is to be understooddg@al company. Therefore it was to

be expected that some of the interviewees wouldst@ medium value as their an-

swer.
30.0% 28.6% 28.6%
25, 0% 23.8%
. (o]
20.0%
15 0% 14.3%
. (o)
10.0%
4.8%
5.0%
0.0% ]
Not at all 2 3 4 Fully applies

FIGURE 20: SELF-PERCEPTION AS A VIRTUAL COMPANY.

Source: Empirical survey

299 Cf. Biischken (1999), p. 786.
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The distribution of answers clearly shows that aghtire participants of the empirical
study there is the tendency not to see themselsasvatual company or virtual organi-
sation. Moreover there exists a clear tendencyoofipanies with a high share of e-
commerce to perceive themselves rather as a voctimpany than other companies with
a lower share. The companies that see themseltres reear a virtual company all have
a high or medium quota of e-commerce. Following tloigic, also the company that
considers itself as virtual company is Software AQyrovider of business infrastructure

software solutions.

b) Statements regarding inter-organisational aspect

The survey shows that the aspects that charactexigtual corporation are by all means
common in modern business praxis. They seem todependent from one another as

the average of the statements to the respectiv&iqos are rather different.

B Responsesfrom 1 (nottrue atall) to 5 (fully applies)

395 % 14

3,57 3,71 348 3,67
2,67

2,38
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FIGURE 21: AVERAGES OF INTER-ORGANISATIONAL ASPECTS .

Source: Empirical survey
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The frequency distribution regarding the questibaud the intensity of the cooperation

relations is not surprising and a tendency towantisrdependent company structures

can be found in almost every company.

50.0%
40.0%
20.0% 28.6% 28.6%
. (0]
19.0% 19.0%
20.0%
10.0% 4.8% I I
0.0%
Not at all Fully applies

FIGURE 22: WORKING CLOSELY TOGETHER WITH (COOPERATI ON) PARTNERS.

Source: Empirical survey

This is particularly the case for companies of midionensions, as they are being prin-
cipally found in the main unit of the survey. Laogicompetences are being compen-

sated by cooperation. This view is also confirmgdHe distribution of the answers in

regard to question 8.
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50.0%

40.0% 33.3% 33.3%
30.0% 23.8%
20.0%
10.0% 4.8% 4.8%
0.0% - -
Not at all 2 3 4 Fully applies

FIGURE 23: COMPLEMENTARY COMPETENCES.

Source: Empirical survey

Despite the fact that aldmrizontal cooperatiordo not seem to be uncommon, nearly
two thirds of the surveyed companies rather temditds cooperation, in which missing
competences are being brought into the cooperafibthe same time, there is some

basis for the perception that cooperation oftee fakce between equal partners.
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FIGURE 24: DEPENDENCE ON COOPERATION PARTNERS.

Source: Empirical survey

The frequency distribution of question number 3tlo& economic independence of the
cooperation partners shows in particular that gmeynot or only slightly dependent on

each other in most cases. When looking at themstatts orspatial distanceit becomes

128



evident that the traditional cooperation networkéhwegional or local partners clearly

are not dominant within the surveyed companies.thMompanies stated that they are
rather involved with European and Global partnaether than national partners. The
fact that none of the companies does mainly coo@eviah other companies on a local

or regional level indicates that on the contraryechnological areas in the USA, such
as Silicon Valley, those areas do not seem to ez to the same extent in Germany
and that is why the companies tend to ally withratnegional and namely national, Eu-

ropean and global partners.

70.0%
60.0%
50.0%
40.0%

30.0%
20.0% 14.3%

[0)
10.0% 0.0% 0.0% .
0.0%

Local Regional National European Global

57.1%

28.6%

FIGURE 25: SPATIAL DISTANCE TO COOPERATION PARTNERS .

Source: Empirical survey

Also the abovementioned trend towards globalizaseems to be reflected in the results
of the survey. Almost two thirds of the surveyedthpanies declared that they cooperate
mainly on a European or global level. Even if ifghti seem up-to-date for the compa-
nies to cooperate on a global or European levellaaefore a answer tendency towards
these choices seems likely, such cooperation ateeth represented strongly. Global
cooperation, as they can be found in the ideal tfpe virtual corporation according

to business theory, are therefore often found. question on the duration of the coop-
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eration indicates that the respondents are cleatjned for the long-term and that no

companies undertake predominantly short-term pestiiygs and cooperation.
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FIGURE 26: LONG-TERM COOPERATIONS.

Source: Empirical survey

The general approval of long term cooperation isaneurprise, as trust and long-term
collaboration are decisive factors for a cooperatib would however be wrong to ex-
clude short term cooperation on the basis of thslt of the survey completely. If at

virtual companies there can bee@twork poolpresumed in which there are stable long

term relationships between the single network poembers, which only become active
as and when required by a company, it still reprissa form of long-term cooperation

at the end.

The result of the responses in regards toube of information and communication
technologybetween the cooperation partners does not seenusefyl. As expected, a

tendency towards the use of information and compoatitn technology instead of per-
sonal meetings in the daily business life is n@ahboking again at the results of the
question on spatial distance of the cooperatiotnpes then it appears only logical that

for preferably national, European and global pagnmersonal meetings are rather sel-
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dom, as they would naturally require a consideraffert of both time and money.
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FIGURE 27: FACE-TO-FACE VS. COMMUNICATION TECHNOLOG Y.

Source: Empirical survey

While the previous question concerned first aneerdworst thedaily business contact
with the cooperation partners, the question reggrthe first contact with the coopera-
tion partners deals with the for the creation o$tivery important first meeting between

the future cooperation partners.
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FIGURE 28: FIRST CONTACT PERSONALLY OR VIA COMMUNIC ATION TECHNOLOGY.

Source: Empirical survey

Here it becomes evident that in termdicdt meetingdace-to-face contacts widely pre-
vail. This confirms the view that for the first datence-building meeting the initial
face-to-face contact is still of major importanée.the same time, the responses infer
that nearly 10% of the respondents renounce ontéatace contact at the initial en-
counter. The fact that cooperation partners amecthf recommended by other partners

is not reflected in the results.
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FIGURE 29: COOPERATION PARTNERS RECOMMENDED BY 3RD PARTIES.

Source: Empirical survey

For the most part, it seems as if the cooperatamnprs find each other by chance,
without the involvement of third parties in the pess. That is why it can be assumed
that a contact to third parties, which have theiireg experience with cooperation part-

ners, does often not exist.
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FIGURE 30: RELATIONSHIP OF TRUST WITH PARTNERS IS S TRONG.

Source: Empirical survey

The results of the survey basically confirm ttrast plays an important role within any

cooperation. Over three quarters of the respondbrtisred that they cooperate trustful-
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ly with their partners. It can therefore definitddg constituted that trust is identified as
an important variable for relationships of cooperatin modern business praxis. Any
other result, however, would appear quite surpgiddecause there are obviously no
good reasons to work together with individuals @mpanies in another than a trustful

atmosphere.

It might be surprising, however, that there is olmgly no direct relationship between
the characteristic of the relationship of trust #melformulation of contracts. A formula-
tion substituted by trust rather than contractefisn named as a central advantage of
virtual corporations as it naturally lowers thengaction costs. This does not seem to be

the case at all in business reality.

The responses to this questions seem to tdtaral problem A formulation of con-
tracts leads in some culture areas, including Ejrapan increase of trust. An intercul-
tural empirical research on trust and the formatatf contracts between US-American
business people and Japanese business people dssigwiicant difference$:’ Amer-
icans, according to the research see in contrabietdapanese a stronger basis of trusts
when seeing formulated contracts than when seewsgly formulated contracts. Japa-
nese assess the basis of trust similarly, indepgrudehe exactness of the formulations.
Having said that, they assess the chances for ssi¢oe cooperation with formulated
contracts as lesser. For Japanese managers fangastrather the personal relationship

plays the trust building rofe*

210 Cf. Neubauer (1999), p. 108.
211 Cf. Sydow (1991), p. 242.
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FIGURE 31: CONTRACTS VS. TRUST.

Source: Empirical survey

The survey therefore clearly shows that on thehamal formulated contracts rather lead
to trust, but that on the other hand the imporgaiviantage of virtual corporations often
mentioned in literature, at least in the surveyugradoes not play a major role in busi-

ness praxis.

c) Statements regarding intra-organisational aspgct

In this empirical research also distinctive chaggstics that virtual corporations alleg-
edly have according to literature are investigaktt of these characteristics arga-
organisational anglesn regards to the internal use of information anchmunication
technology as well as the quota of telework. Initoid to that, aspects regarding e-
commerce were questioned as well. The frequendyilaition for the internal use of
information and communication technology (averagkie 3.43 shows that for the in-

ternal communication, information and communicatiechnology is used slightly more
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often than for communication between the coopeangp@rtners. In this regard the aver-

age value was 3.337
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FIGURE 32: INFORMATION AND COMMUNICATION TECHNOLOGY  FOR INTERNAL
COMMUNICATION.

Source: Empirical survey

This result might insofar appear somewhat surggisas the spatial closeness internally
is higher than to the respective cooperation pestvehich are normally not to be found
regionally. This result is also in line with thesearch of Picot and Reichwald, which
identified the use of information and communicattenhnology not as a substitute for

business travelling:®

The frequency distribution in regards to the resgoto the use of telework shows a re-
sult that could have been expected as obvioudhgraelework open-minded companies

have been questioned. This orientation was at tealsé expected due to the fact that

212 The average of the respective answer is 2,67 imaTtse meaning. The value five denominates face-
to-face-contact only. The average has been equesaled.
13 pjcot/Reichwald/Wigand (2001), p. 98f.
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companies listed on the Tec-DAX usually are invdlue technology-oriented business-

€s.

50.0%
45.0%
40.0%
33.3%
35.0% i
30.0% 23.8%
25.0%  19.0% 19.0%
20.0%
15.0%
10.0% 4.8%

5.0%
0.0% [ |

Not at all 2 3 4 Fully applies

FIGURE 33: POPULARITY OF TELEWORK.

Source: Empirical survey

However the popularity of telework seems rather iowelation to its potential as only
around 37% of the TecDAX listed companies repohigher occurrence of telework
with in their companies while in nearly half of therveyed companies a low occurrence

can be seen.

One reason for this finding might be, however, tetgwork is yet tmld-fashionedor
employees of technology companies. Given for ircgahat the trend afonsumeriza-
tion of IT as it has been described above has become quit@@o particularly in tech-
nology companies and particularly under youngerleyaes they are probably not will-
ing to use any telework devices at home insteadisofg their own devices like IPads
and similar instruments to work wherever and whendivey want to work also outside

of the company or the home office.
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d) Cross-question analysis using chi square test

For the cross-question analysis a chi square tastused to test the two following hy-

potheses:

Hypothesis 3:
The cooperation of the company and its partnersigser if the time scope of cooper-

ation is longer

The result of the third hypothesis and the firgbdthesis of the chi square test is 0.94,
meaning that companies working closely togetheh wheir cooperation partners is de-
pendent on companies’ cooperation being establisadr on a long-term than on a
short-term basis igue. This also seems rationale from a business perspeasi close

cooperation normally develop over time. The comgaeswers can be further illustrat-
ed in the following histogram. The x axis shows thepective companies that gave
their answer to this request, while the y axis shtve values that they have given from
1 (not true at all) to 5 (fully applies) to bothrpmeters “closeness of cooperation” and

“long-term cooperation”.
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FIGURE 34: CROSS-QUESTION ANALYSIS: CLOSENESS OF CAGOPERATION VS. LONG-
TERM RATHER THAN SHORT-TERM BASIS

Source: Empirical survey

Hypothesis 4:
The existence of formal legally reviewed agreemeistdigher in comparison to in-
formal, verbal agreements is dependent on the gepic and territorial distance of

the partners.

The test of the fourth hypothesis and the secompadthesis of the of the chi square test
(hypothesis 4) is that agreements with the comgaci@operation partners are done in
legally reviewed and detailed contracts rather timaimformal, verbal agreements is
connected to territorial distance of their partneralso true as a strong dependence is
expressed by the 1.00 result of the chi squarailedion. This is also not surprising as
all the surveyed companies of the TecDAX Indexlmted on the highest standard on
the stock exchange and as a consequence havedreddtstrict corporate governance
rules and strict internal controls and audits wivenking together with their often glob-
ally distributed cooperation partners. This cargtaphically illustrated in the following

histogram. The x axis shows the respective compaithiat gave their answer to this
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request, while the y axis shows the values that tla&e given from 1 (not true at all) to

5 (fully applies) to both parameters “contractsti 4spatial distance”.
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FIGURE 35: CONTRACTS VS. SPATIAL DISTANCE

Source: Empirical survey

e) Other results of the survey

As illustrated above, the main unit of the surwég TecDAX Index includes in the in-

troductory part to the survey the 30 biggest tetdmocompanies of the Prime Standard
(highest listing standard on the stock exchang&émmany). As the stock exchange
performed rather positive over the last year, nmshpanies stated that they have
achieved their business objectives for the last.)gawever it has to be noted that the
subjective impression of the individual companyelepment has been given here and
that the respective business success is also depead various other factors, which

have no reference to virtual companies.

As the overall business success is relatively aiffito measure, the subjectively felt
success according to the self evaluation of theegement of the business objectives is

measured here. The result show that about theoh#ie companies were fully satisfied
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with their success supporting the presumption ghaimilar number of companys also
are convinced doing business in the right way toeae the respective aims also in the

future.
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FIGURE 36: BUSINESS OBJECTIVES WERE MET?

Source: Empirical survey

4.3.3 Conclusion of the results of the survey

Hypothesis 1:

There exists a positive correlation between thef-sehluation as a virtual company
and distinctive characteristics of a virtual compwr{e.g. temporary character of the
cooperation, economic dependence on the cooperapartners, use of information

and communication technology, orientation on corerapetences, trust etc.).

The first hypothesis aimed at determining if theveyed companies (and therefore their
employees answering the questions) would percdieenselves as virtual companies
and would at the same time show distinctive charatics of a virtual company accord-

ing to theory. The first hypothesisrgjected as most companies do not perceive them-
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selves as beingirtual although they clearly show certain distinctive etaeristics of a

virtual company.

It is noteworthy that the revenue share which lea@d with e-commerce and the self-
perception as a virtual company are connectedarittberefore be concluded that the
self-perception of a virtual company is influendsdthe consequent use of information
and communication technology.

At the same time it can be established that congganhich perceive themselves close
to being virtual, do also have a business modethwvis closely aligned to the internet or

where the internet plays an important role foradbmpany’s business and its employees.

The fact that most companies respective their eyepel®to not perceive the company to
be virtual contradicts numerous definitions in bbesss literature, which emphasize the
inter-organisational aspects of virtual companfgsparently there is an alternative un-
derstanding in the business praxis in regardsrtaalicompanies. Companies are per-
ceived to bevirtual if there is a consequent use of the possibilibdethe information
and communication technology in these companieis. ddn be seen from outside in the
observation of telework and a high share of e-commenat these companies. In real life
business praxis there is apparently another imagetoal companies prevailing than in
the numerous scientific publications. The way besiis virtual until now is about vir-
tual teams and the use of modern technologiesrafmamication. Companies, however,
seem not to find compelling reasons to form intgyanisational structures which force
them to share control about their business aawivith other corporations. Trust obvi-

ously finds it limits when it comes to sharing aoht
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Hypothesis 2:
Particular distinctive characteristics that are thbeetically attributed to virtual corpo-

rations can be also be found in real life busingssaxis.

The second hypothesis aimed at determining if thgles characteristics which are at-
tributed to virtual companies can be observed énlihsiness praxis. It is principally the
case that these characteristics are often fourfslginess praxis. Some controversial
points in literature as for example the necessitgreéate trust only via face-to-face con-

tacts are reflected in the survey. The second hgsat is consequentialhot rejected.

As another result of the survey it can be confirrtteat also in terms of an increasing
spatial distance to the cooperation partners teeofisnformation and communication
technology does not substitute the need of trangelth order to achieve real face-to-face
meetings. This is in line with results from othesearch* and allows the conclusion
that the majority of the surveyed companies doé¢svant to abstain from personal face-

to-face meetings despite the often significantiapdistance.

Furthermore, it can be noted that most of the nedents stated to do business with
companies from Europe or other continents rathaam thith local or national companies.
Therefore it might be assumed that the managenteatltural differences becomes
more and more important in the future. As showrcityng the DaimlerChrysler case
cultural incompatibilities are serious threats lte proper functioning of mergers, but
also for all other forms of trans-cultural collaBbon and under this aspect serious

threats for the success of companies; they infleghe performance of companies far

214 pjcot/Reichwald/Wigand (2001), p. 98f.
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beyond the merger procéSs Virtual collaboration in any form needs — as shomwthis
thesis —trust;, but it also needs a broad understanding for lldiversity being gre-

requisiteof trust.

215 Genk et al. (2003).
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5 DISCUSSION

While the changes of the competitive environmenhtioeed at the beginning of this
thesis have influenced especially the recent yelaese are different models for further
discussion in sciences as to how the different @coes will develop in the future. The
assumptions based on the various scenarios fdsespeculation that virtual organisa-

tions will have a meaningful future.

5.1 Dissolution of traditional company borders

By taking a look at the media and business newsamticular, one can easily see that
many corporations continue to try to secure thefure competitiveness via the more

traditional mergers and acquisitions.

As enterprises have been as before traditionalineld by the determination of their
borders, i.e. right of property, right of disposstandardized management or business
segments, their identity will change significantlythe future, as these borders are los-

ing more and more of their importarfcé.

In new virtual organisational structures produstsyices or projects, which will not be
limited to single companies, will have the idenfityming functions as with the inclu-
sion of third parties for the accomplishment ofafie services, which are legally and
economically independent, the previously existiogdiers will be softened. The preser-
vation of independence will not be possible anymasea quasi-integration will take

place®’

216 Cf. Hofmann (1996), p. 62, 66.
217 Cf. Picot/Reichwald (1994), p. 547, 560.
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In the future, companies will increasingly involegternal parties in original tasks,
which will lead to an increasing blurring and camessness of traditional borders
drawn to the market and to the dissolution of thditional company structufé®Higher
levels of virtualness will typically require commnioation across organisations and the

creation of borderless networks of individualg.

As within the framework of the collaboration allrpes have to reveal some internal
matters in order to carry the end product to aesg@nd as the logical interconnection
without clear strategy to separate the participdetgelops, it will be unclear where the
respective corporate entity erfdS The previously existing corporate hierarchies wél
replaced or indirectly guided by peripheral, moddtamations, which will be charac-
terized by autonomy and cooperatféhThe more the borders of corporates will dis-
solve, the more the significance of traditionaldieiship, which is characterized by or-

der and control, will decread®.

5.2 Disintegration
While in the US for example, 30 years ago eveiy fibbholder was employed by one
of the five biggest corporations, this number catoen significantly to now approxi-

mately 1096

There can be a clear tendency observed that kigamge corporations
are increasingly dissolving or segmenting whiletlo@ other side autonomic corporate

entities are joining forces in cooperatf@fi This disintegration is often executed so that

218 Cf. Picot/Reichwald/Wigand (2001), p. 289 f.

219 cf. Adams/Morris/Scotter (1998).

220 cf, Davidow/Malone (1992), p. 159 ff.

221 cf. Bullinger/Brettreich-Teichmann/Fréschle (1998) 18, 21 f.
222 cf, Malone/Laubacher (1999), p. 28, 30.

223 Cf. Malone/Laubacher (1999), p. 28, 30.

224 cf. Bullinger/Brettreich-Teichmann/Froschle (1998) 18, 22.
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the respective companies can focus on certain aptsks and functions. If all the
companies would follow all tasks and functions diameously, this would normally

lead to conflicts of objectives, which would weigbgatively on the results of the busi-

ness>?®

These in this way assembled virtual companies bellpartly volatile organisations,

which will dissolve themselves after the completajrthe respective task in many cas-
es. They will then represent the counter pole tays common company forms, which
are clearly defined from a right of property andamtractual law perspective, whose
location can be absolutely certain determined ahitlwfeature a durable allocation of

resources and a regulated process struétbire.

5.3 Managing cultural differences

Cultural differences create confusion, resistamu reegative emotional responses hin-
dering the humans working in a company to perfosnthay could under their own cul-
tural circumstancé®’ . So the management of cultural differences dalisan increas-
ing attention of companies. More and more companasonly in the US realize the
significance of managing cultural differences asrg@quisite for success and manage-
ment assumes the central responsibility for thi€@ss. From a company's point of view
culturally diverse management teams becomes thmalovay to organize the work.
Therefore, it might be essential to ensure thastneening process for managers as well

as for employees working on a cultural diverse \ptake includes an assessment of

%5 Cf. Hagel/Singer (1999), p. 133, 134 ff.
2% Cf. Picot/Reichwald/Wigand (2001), p. 392.
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their capability to cope with the challenges oftglbteams or cultural diverse workplac-
es in general. Companies traditionally relied onhtgcal skills and maybe basic
knowledge of the language of the target country;afglobal company this will not be
enough. According to some authors, companies usiolg to identify the best candi-
dates for global positions will be most successfudn increasingly open workplacé®
From this point of view, identifying people withgéobal mindseturns out to be a com-
petition advantage. Errors that occur during treuiément process, however, usually
turn out to be very expensive for companies and dégerous for their reputatfGn
Companies, however, not only need to focus whorchtose for a certain function in
the organisation but also where these people vatknCompanies therefore must foster
environments that value cultural differences. Qualfudiversity and cultural diversity
management is probably essential for managers mptbgees working abroad; as well
as for people working imulticultural teamsIf companies fail to do so cultural differ-
ences of whichever nature may cause the feelingotdition experienced by people on
their workplace. Characteristics such as differantles of communication, lack of as-
sertiveness, difficulty with language, and prevajlicustoms may serve as contributors
to this sense of isolation. People suffering orir tiverkplace for whatever reason, how-
ever, never will reach their potential expectedty company when hiring théfi
With regard to the best possible performance baiogicial competition factor compa-
nies therefore not only have to pay attention ® liest possible recruiting but also to
the best possible workplace conditions by creatingglobal workplace environment.

Seen in this way, the issue virtual organisatiofaismore than just about the way com-

22’ Richard et al. (2003).
228 Javidan (2008).
29 Javidan (2008).
20 Earley, Ang, & Tan (2006).
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panies work together in one form or another. Hbsut the future of the working place

as well about the future of business organisatiamare and more global economies.
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6 CONCLUSION

6.1 Conclusion of the thesis

The explanation of the emergence and the theorébgadation of the virtual organisa-
tion were mentioned in this dissertation. Aftertfhtgpical characteristics and chances
and risks of the organisation form followed. Thepaémal study then proved that the
concept of the virtual organisation is not so wydaiown in the public and in the busi-
ness praxis as other, rather known, cooperatiand@uch as joint ventures and strate-

gic alliances.

Few pure virtual forms exist tod&y* On the other hand, many characteristics and as-
pects of the virtual organisation, as they are rilesd in the relevant business and man-
agement theory, can surprisingly also be foundusir®ess praxis and in real life com-
panies. This discrepancy of a lack of public comssiawareness on the one hand and
representation of relevant characteristics of @lrtompanies on the other hand is made

clear for the first time in research.

The comparison with other forms of cooperation shéwat virtual corporations can be
clearly distinguished from other forms of cooperafidespite the fact that significant
similarities and common grounds can be partiallgesbed. The relevance and the po-
tential the cooperation type of the virtual orgatien can have in the present and in the
future was also discussed. Especially consortiumasvéorking groups are closely relat-
ed to virtual corporations and it has to be recegphithat virtual corporations are not a

new company form in every aspect, but that theyratteer a special type of a coopera-
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tion because of their by their fluid and temporelnaractef>? Furthermore, the history
over the last years shows that the cooperation afjlke virtual organisation is clearly
on the rise. Whether under the name virtual cotpmrainder other denominations, this
development will not be detained anymore.

There is no doubt that new developments in orgaoisa structure, practices, and
communication technology can promote the constnaf new organisation desigfis.

In business reality, however, obviously companyvideal structures to facilitate glob-
al business and also global cooperation withouingiwup the control over the decision
processes. Therefoxértual teamsexist and will become more and more important as
the plans of IBM show. Virtual organisations, howevas described in the literature

actually don't need the business' needs from tegayint of view.

In a fast changing environment, which is primaglyaracterized by the globalization
and dynamisation of markets, companies have toloeveew strategies to keep up with
the competition also in the future. In additiorotber methods as for example the entre-
preneurial solo attempt and mergers and acquisitigintual company forms offer in

this context manifold opportunities.

The trend away from the production of standardis@ds products to diversified offers
geared to customer requirements will quicken thergence of new virtual companies
as well?®* More than ever virtual forms of collaboration anethe position to form

timely limited cooperation and alliances, whichoall opportunistic, advantageous and

strategic action in the competitive environmenthwiit the need for previous long-term

231 DeSanctis/Monge (1999), p. 2..
232 cf, Bullinger/Brettreich-Teichmann/Froschle (1995) 18 f.
233 Cf. DeSanctis/Monge (1999).

152



investment$>® Although the economic framework has significanthanged over the
last years, there are always new opportunitiesdonpanies opening upChange is the
law of life and those who look only to the paspagsent are certain to miss the future

(John F. Kennedy).

6.2 Contributions to theory development

In classic organisation theory information and camioation technology is seen as an
instrument to optimse companies and organisatieresn this perspective, the modern
technology depends on the given organisationattsire. Sydow and others argue that
new possibilities of organisations will be creatgdnew developments in information
and communication technology. There is a great ila¢ke theoretical foundation of the
theory on these new organisation forms, the vire@hpanies and virtual organisa-
tions?* According to Singh/Sharma/Kaur virtual organisasi@re beginning to emerge
and develop as the market conditions are rightrélgeested technology is now avai-
lable and the drive to to it is clearly thef&There is no doubt that new developments in
organisational structure, practices and commuminatchnology can promote the con-

struction of new organisational desigfs.

The purpose of this research is to contribute &omh regarding the drivers of change
towards the virtual organisations, the changes roicguin organisation structures and
especially on the economic and technological imftgs that lead to the emergence of
these new organisational forms. It also aims tindehe virtual organisation and high-

lights the primary elements and characteristics ¢imable an effective virtual environ-

234 Cf. Mayer/Kram/Patkos (1998), p. 11.

2% Cf. Bullinger/Warnecke (1996), p. 52 f., Scharfertp(1998), p. 29, 31.
2% DeSanctis/Monge (1999), p. 1.

237 Singh/Sharma/Kaur (2011), p. 1.
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ment. While research studies have previously bedtighed regarding virtual organisa-
tions in general, studies analysing the actual kedge about the subject and its ap-
plicability in business praxis are very limited.pesially lacking are studies regarding
business professionals and stock exchange listegbaaies in Europe. This research
aims to contribute to theory as to how and to wddéent the cooperation form of the
virtual organisation is represented in actual modersiness reality. In other words, this
research aims to fill the gap in the existing atere with regard to virtual organisations
characteristics and their effects on economic tyedli the real business life. Its main
objective is to contribute by identifying the kegterminants of virtual organisations
and to compare scholar's theory and businesséiy.rééaaims to answer a general ques-

tion - what determines virtual organisations in ite&l business world.

6.3 Contributions to practice

According to Albert Einstein “reality is merely dflusion, albeit a very persistent one.”
This could be translated in the organisational mhewneaning that only the output and
the outcome for the client should be the relevaaotdrs in assessing an optimal organi-
sational structure for a company. Because purelyalifirms are still rare, the processes
for developing virtual organisations and the evahtmpacts of virtuality are still un-
known.?**

With this in mind, this research aims to contribitehe insight that virtual organisation
forms could prove to be a viable alternative tssia and traditional cooperation forms
such as mergers, acquisitions, strategic alliarjoa#, ventures and others in business
practice. Although the above mentioned traditiamdperation forms are widely known

and often discussed in the relevant press of ecmnand business papers and maga-

238 DeSanctis/Monge (1999), p. 7.
239 DeSanctis/Monge (1999), p. 2.
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zines, the same is not true for the cooperatiom foir the virtual organisation. Empirical
research via structured interviews of 30 experidrmm®fessionals in the field of corpo-
rate finance was used to collect the data from lwhticould be shown that this particu-
lar organisational form is not widely known in thelevant group of professionals in
general and that it is not associated with theveglefield of corporate finance.

Contrary to popular research that stipulates thetworking of virtual organisations is
quite different from traditional organisatiéf% a second structured interview survey
among the 30 largest listed technology compani€seirmany revealed for the first time
that many characteristics of the virtual organ@ats they are mentioned in theory can
already be found in modern business practice arfistegl companies. It is shown that
the tendency for virtual organisational structureseases if companies work together
for a longer time and when they are closer in tesfirdistance to each other.

This research therefore aims to contribute to pradb the insight that virtual organisa-
tion forms are a realistic possible cooperatiomfdinat could be a viable alternative to
classic and traditional cooperation forms. It édgns to demonstrate that virtual organi-
sations are a necessary part of the organisatginaiture and that they can offer great
opportunities to create ever more capable teanssaa@n endlessly scattered global
world.

This insight is especially viable for companiestthark closely together and that are
incorporated in short distance to each other. Tdexino understand the critical charac-
teristics of effective virtual organisational stiwes and how to avoid the potential neg-
ative aspects of these as covered in the thes@rieectherefore increasingly important
to company leaders in business practice. The reseutl be useful to companies and

organisations that embark on the implementatioam aftual organisation.

240 Singh/Sharma/Kaur (2011).
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6.4 Contributions to pedagogy

The research contributes to pedagogy insofar dsral lof theoretical concepts together
with the more recent method of case studies andttsted interviews from current

business praxis are used in highlighting the ogtron form of the virtual cooperation.

This mix brings actual relevance and clear relatisra-vis the current business praxis
to often abstract theories. This constitutes arirenment where the theory can be di-
rectly compared with real life business examplas$ experiences from professionals in
their organisations and work environments. Thisicitre engages more directly with
the abstract subject of virtual organisations aalpdto further explain and highlight

relevant aspects of the theory within the busimpeasis in the process. This pedagogical
shift helps to conceptualize in terms of a movenfra theory orientation to a practical

orientation.
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8 APPENDICES

8.1 Announcement letter — survey among the technology
companies (German)

Sehr geehrte(r) Frau/Herr [...],

fur meine Doktorarbeit analysiere ich die Verbregudes Konzepts des sogenannten
LVirtuellen Unternehmens* in der Praxis. Hierzu den alle im TecDax Index geliste-
ten Unternehmen mittels eines kurzen E-Mail-Fragebs (5-10 Minuten Bearbei-
tungszeit) untersucht, der in den nachsten Tagedieaentsprechenden Unternehmen
versendet wird.

Es wirde mir eine grofRe Freude bereiten, wenn iSiean der Befragung beteiligen
konnten, damit der wissenschaftliche Wert und dé@rBsentativitat der Untersuchung
gewabhrleistet sind. Auf Wunsch und als Dank fur Bmwtgegenkommen, werde ich
Ihnen die Ergebnisse der Untersuchung gerne neitteil

Die Anonymitat der Befragung ist natirlich gewalstiet und es werden in keinster
Weise sensitive Daten abgefragt.

Bereits vorab vielen Dank fur ihre Unterstitzung!

Nicholas Hanser

Doktorand

FUr Rickfragen stehe ich lhnen gerne unter

nicholas.hanser@gmail.com oder telephonisch urtév826205583 zur Verfigung.

178



8.2 Letter — survey among the largest technology compaes
(German)

Sehr geehrte(r) Frau/Herr [...],

wie vor einigen Tagen angekindigt, erhalten Sie eem Fragebogen zu meinem For-
schungsprojekt ,Virtuelle Unternehmen®. Der Fraggd befindet sich innerhalb dieser

Mail.

FUr meine Doktorarbeit analysiere ich die Verbmgfuides Konzepts des sogenannten
LVirtuellen Unternehmens* in der Praxis. Hierzu den alle im TecDax Index geliste-
ten Unternehmen mittels eines kurzen E-Mail-Fragebs (5-10 Minuten Bearbei-

tungszeit) untersucht.

Es wirde mir eine grofRe Freude bereiten, wenn iSiean der Befragung beteiligen
konnten, damit der wissenschaftliche Wert und dé@rBsentativitat der Untersuchung

gewabhrleistet sind.

Um lhnen das Antworten so leicht und einfach wieghoth zu machen, habe ich mich
fur eine Befragung per E-mail entschieden. Der &lpagen ist bewul3t optisch schlicht
gehalten und damit einfach zu bearbeiten. BitteetipSie lhre Beurteilungen unterhalb

der Aussagen ein. Danach kénnen Sie die Mail einédxsenden.
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Die Beurteilung zu den einzelnen Aussagen sinceinRegel durch eine Skala von ,1*
bis ,5* gekennzeichnet. Die Zwischenwerte 2,3, otlepllten Sie dabei nach ihrer sub-

jektiven Beurteilung benutzen.

Die gewonnenen Daten werden naturlich anonymisied lediglich in aggregierter
Form in meiner Auswertung verwendet, so dass kienBiickschlisse auf Ihr Unter-
nehmen gezogen werden kdnnen. Die mir gesendetds Werden nach Beendigung

der Befragung geldscht.

Vielen Dank fir Ihre Unterstitzung!
Nicholas Hanser

Doktorand

Fur Rickfragen stehe ich lhnen gerne unter

nicholas.hanser@gmail.com oder telephonisch urtév826205583 zur Verfigung.
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8.3 Questionnaire

1. In business theory and also in practice, thezeddferent views on what is actually
meant by a virtual organisation. Without havingrdeaf the subject or the term, how
would you rate from your personal perspective ttadement that your company is a

"virtual company"?

Response: 1 (not true at all), 2, 3, 4, 5 (fullplés)

2. Your company is working closely together witbd@peration) partners.
Response: 1 (not true at all), 2, 3, 4, 5 (fullplégs)

If your company does not work together with (cogpien) partners, please go directly

to question 12.

3. Your company and its partners are heavily degeihdn each other from an economi-
cal perspective (e.g. your company is the soleraotihg entity or contractor of a coop-

eration partner).

Response: 1 (not true at all), 2, 3, 4, 5 (fullplégs)

4. Your company communicates with its partners muache often in person “face-to-

face” than via communication technologies (teleghbemail / video conferencing, etc.)
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Response: 1 (not true at all), 2, 3, 4, 5 (fullplégs)

5. The cooperations of your company are establish#ter on a long-term than on a

short term basis.

Response: 1 (not true at all), 2, 3, 4, 5 (fullplégs)

6. The first contact with your partners was almastays personal "face-to-face" and

was not established via communication technologies.

Response: 1 (not true at all), 2, 3, 4, 5 (fullplés)

7. Subsequent partners were recommended to youpargmalways first from a third

party.

Response: 1 (not true at all), 2, 3, 4, 5 (fullplégs)

8. The partners usually bring more complementampsiences rather than bringing

supplementary competences to the cooperation.

Response: 1 (not true at all), 2, 3, 4, 5 (fullplés)

9. The relationship of trust with your partnersésy strong.

Response: 1 (not true at all), 2, 3, 4, 5 (fullplégs)
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10. Agreements with the company’s cooperation gastare based on legally reviewed

and detailed contracts rather than on informabakagreements.

Response: 1 (not true at all), 2, 3, 4, 5 (fullplégs)

11. What is the territorial distance to your parsffeAntwort:

1 (Predominately local partners)

2 (Predominately regional partners)

3 (Predominately national partners)

4 (Predominately European partners)

5 (Predominately global partners)

12. Within your company, communication technolodeg. telephone, fax, e-mail) are

used almost exclusively for internal communications

Response: 1 (not true at all), 2, 3, 4, 5 (fullplés)

13. Within your company, many employees do telework

Response: 1 (not true at all), 2, 3, 4, 5 (fullplégs)
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14. How big is the approximate revenue share, whicchieved in your company via

e-commerce (electronic commerce)?

Please insert number of approximate estimate af tevenue:

15. How will the revenue of your company develamirthe last to this financial year?

Please insert number of approximate estimate afldpment of total revenue:

16. Your company’s business objectives (profit,wgig etc.) were (fully) met for the

last year.

Response: 1 (not true at all), 2, 3, 4, 5 (fullplégs)

17. Who, within your company, filled out the questaire?

1=Management

2= Employee with management functions

3=Investor Relations

4=0thers
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