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ABSTRACT: Intense global competition and rapid changesdhrtelogy have enticed many manufacturers into
adopting best business practices for achievingdwadss status. Objective measures of organizdtimriture are
associated with the subjective self-assessment bgufacturing establishments about their progreseartd
achieving world-class status in customer-focusedvation; human-capital acquisition, development egtention;
and supply-chain management and collaboration. éMigence presented in this research recommendsirimest
invest in the number of training hours devoted afiguo each employee and increase the percentageduction
employees participating in empowered work teams.

I ntroduction

Intense global competition and rapid changes imrtelogy have enticed many manufacturers into adgpti
business practices that are said to help them shiorld-class status. The twin forces of globdiora and
technology continue to transform the world of wakd as organizations become more virtual than phlsi
workers become more closely linked to customerssaca country than to co-workers across a hallengribducts’
shelve-lives become ever-shorter (Schwandt and téedt, 2000).

Firms need new strategies to overcome the chakeng their industries (Hill, 2008). Innovations in
manufacturing will continue to pour forth. Amid alf this commotion firms need a guiding path thdt move
them forward confidently; step by step (Schonbert)@96).

The objective of this research is to fill existiggps in the business literature by providing anyais of the
relationship between objective aspects of a busimesganizational culture and subjective measoféts world-
class status in specific aspects of its operatitisrld-class status is defined as the self-repoatszbssment of a
firm measured by the rate of organizational progtesvard world-class customer-focused innovatibe; tate of
organizational progress toward world-class humapitabhacquisition, development and retention; dnel tate of
organizational progress toward world-class suppligit management and collaboration. These threendepé
variables are used because it is assumed thatdsgsin with world-class customer-focused innovatianld-class
human-capital acquisition, development and retensiod world-class supply-chain management and mmidion
will be among the most competitive, and, therefarapng the most successful.

The three objective aspects of a business orgamizsmtulture considered are employee training sioemployee
participation and talent management. These threependent variables are used because it is asstimed
businesses with high levels of employee trainiragtipipation and talent management will also beirmsses with
higher levels of involvement, sense of ownershig@ sesponsibility. Involvement and ownership are kegasures
of organizational culture. Ownership creates atgrearganizational commitment, a lesser overt argystem and
therefore improves business effectiveness (Denik890).

These three objective aspects of a business oajams culture capture two sources of competitideantage:
human resources and organizational resources. ike between the three observed dependent variabids
organizational effectiveness are the basis of tlwelehof Denison(1990) used in his research. Deni{d@90)
argued that business effectiveness is a functiopob€ies and practices used by the organizatias. Heory of
organizational culture and effectiveness is usethis work to link the influence of organizationallture to an
establishment's performance. This research devel@emceptual framework that associates three tiNgeaspects
of organizational culture with three self-reportedbjective measures of a firm's world-class statughree
operational areas. The cross-sectional Wisconskt Seneration Manufacturing Study survey that wagetbped
and administered by the Manufacturing Performaneitute (MPI) in Wisconsin during 2008, is usecheT
hypotheses about the relationships between organmaa culture and world-class performance areetbswith
proportional odds logistic regression models.

Toyota has become the largest car manufacturéeimvorld, in recent years by differentiating itsafworld-class
leader in quality and customer service, while autbile manufacturers headquartered in the UniteteStaave had
operational problems with improving efficiency aguality and in reducing their inventory costs (Pain2007). It
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should be relatively easy for firms such as ForthrySler and General Motors to imitate particulasteyn
capabilities of Toyota or Honda and probably thfases are trying to do so. However, it seems thase firms are
unable to imitate the root source of advantag@e@Monda-Toyota business model.

This research begins with an introduction wheredbjectives and contribution of the research aszideed. A
description of relevant studies, theoretical modedearch variables, Denison's model of organiaatioulture and
effectiveness and a suggested framework thatrititegt the interactions between the dependent aniddiependent
variables follow in the next section. The reseajabstion and three hypotheses are then descrithedstatistical
models follow. They test the hypothesized relatimps between organizational culture and the sgbried
assessment of the establishments progress towald-glass status in three operational areas. Thahlas are also
defined and operationalized in this section. Timalfsection contains a discussion of the resutkwed by
conclusions.

Theoretical M odel
Organizational Culture

Denison (1990) defines organizational culture as:

The underlying values, beliefs, and principles $&tve as a foundation for an organizational mamage
system as well as the set of management practimedehaviors that both exemplify and reinforce éhos
basic principles (Denison, 1990, p. 2).

Four hypotheses about organizational culture wéen tderived from Denison (1990): 1) the consistency
hypothesis, 2) the mission hypothesis, 3) the wmwlent/participation hypothesis and 4) the adalitgbi
hypothesis. Baker (2002) interprets these four thgeses as:

The consistency hypothesis — the idea that a compesspective, shared beliefs and communal values
among the organizational participants will enhaimternal coordination and promote meaning and aesen
of identification on the part of its members. Théssion hypothesis — the idea that a shared sense of
purpose, direction, and strategy can coordinate gatdanize organizational members toward collective
goals. The involvement/participation hypothesis he tidea that involvement and participation will
contribute to a sense of responsibility and ownipraind, hence, organizational commitment and Igyalt
The adaptability hypothesis — the idea that normd leliefs that enhance an organizational ability t
receive, interpret, and translate signals fromeheironment into internal organizational and bebeali
changes will promote its survival, growth, and degeent (Baker, K.A. 2002).

These hypotheses address the relationship betwebénsimess organization and its internal and externa
environments. These hypotheses address and eneatedility and control on one hand and changesaagtation
on another. For example, the participation and liement hypotheses encourages change and flexilaitid
addresses the relationship of the organization wsthnternal environment. This research is intey@sn two of
these four hypotheses due to the structure of thé sdirvey. The involvement/participation hypothesisl the
consistency hypothesis are tested.

Denison (1990) provided empirical support for tlagtigipation/involvement hypothesis. He found thatincrease
in employee participation is correlated with anr@gase in organizational performance. Schein (18$8) argued
that formal and informal training, coaching, meimgrand role modeling are critical mechanisms twargying and
managing culture. Schein (1990) defined organipaligulture as:

A pattern of shared basic assumptions that thepgiearned as it solved its problems of externaptateon
and internal integration that has worked well erot@ be considered valid and, therefore, to behata
new members as the correct way to perceive, tkindt,feel in relation to those problems (Schein, 92)

This research uses three objective aspects of izajional culture as independent variables: 1)igiggtion:
measured by the percentage of employees regularticipating in empowered work teams, 2) trainingeasured
by the number of formal training hours devoted atiyuto each employee and 3) talent managementsuned by
the percentage of employees dedicated to assemsihgpgrading the organization's talent pool.

Best Business Practices And World-Class Status

Best business practices are defined both quarmgtatand qualitatively, and definitions of whatréally meant by
a best practice vary widely. Best practices andnggs success can be defined as the best waysifay dnything
from generating new products to providing afteesaervice. For example, Schonberger (1996) defisthess
success as: sustained bottom-line success follolenwl) customers are well served 2) employees whe f
involved, and 3) actions are based on systemat&atsout processes, customers, competitors, angtaesices.
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The purpose of this research is to test the adtmtibetween objective actions that are commondpeiated with
best business practices and the business establigsinself-assessment of their practices. In othends, if a
business establishment states that they are wtadd-in a specific business practice are they ctitre

This research uses three subjective measuresioha fvorld-class status as dependent variabless&lare: 1)
world-class customer-focused: measured by theofadeganizational progress toward world-class ansiefocused
innovation, 2) world-class human-capital: measubgdthe rate of organizational progress toward wolibs
human-capital acquisition, development and retentamd 3) world-class supply-chain: measured byréte of
organizational progress toward world-class supplgit management and collaboration. Figure 1 ilaies the
proposed model of the interactions between org#niza culture and world-class variables that isted in this
chapter.

Control Variables

Storey (1994) shows that firm characteristics sashsize, age, and sector are important factorsinfiaence
SMES' success. Based on Storey (1994), the sileedusiness establishment is used as a contriabierand is
measured by the number of full time employees. Alsiand medium sized establishment is defined astbat
employs 500 or fewer employees in the MPI survdye &age of the establishment is measured by the ewunfb
years the establishment has been in operationinbustry that the firm is a part of is also enteir#d the equation
to control for industry-specific fixed effects. Bhis done with the establishment's North Americadubtry
Classification System (NAICS) assignment.

Martin (2008) argues that developing global strateglationships is a key to a firm's global effeehess
therefore, global is used as a control variableiamdeasured by the establishment's self-assessrh#atprogress
toward becoming a world-class global player. Rof2©06) maps the relationship between a firm'srafns in
Figure 1 with emissions and waste containmentefbeg, the establishment's environmental awarewesgeen, is
used as a control variable and is measured by ¢heeptage of the workforce dedicated to reducingrgn or
emissions in operations.

The theoretical model, dependent variables, indggeinvariables and control variables were defimedhis
section. The association between the objective cdspaf organizational culture and the self-asseasmé an
establishment's world-class were also providedhi;mgection. The next section provides the resegueistions. The
definitions of variables used in the statisticald®is ordinal scales are provided in Table I.

Figure 1: The Interactions Between Organizational Culture Variables & World-Class Status Variables.
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Resear ch Question and Hypotheses

Research Question

The primary research question in this study exgléhe association between objective actions tleat@ammonly
associated with best business practices and thimdsssestablishments' self-assessment of theitiggac As

3



E-Leader Budapest 2010

described in previous sections three subjectivesorea of world-class status are used: customerséat;thuman-
capital, and supply-chain (see Figure 1 above). fdsearch question (RQ) addressed in this chapteDd
management practices foreshadow world-class status?

Hypotheses

Schonberger (1996) defines business success astilwdt follows when customers are well served, eygés are
fully involved, and actions are based on systenddia about processes, customers, competitordyesicgractices
(Schonberger, 1996). Panico (2004) argues thatireuls the most critical component in moving a campfrom
being good to great. Panico (2004) also arguestttetonly asset that firms cannot buy is their pizmtional
culture.

As noted above, Denison (1990) identified four basimponents of organizational culture that aresleted into
four hypotheses about the connection between eulmd performance: 1) the consistency hypothe3ighe
mission hypothesis, 3) the involvement/participatitypothesis and 4) the adaptability hypothesig iflkolvement
and consistency hypotheses test the associati@mployee participation, training and talent managemnwith
organizational performance. This research usesctigemeasurements of participation, employee inginand
talent management to capture these critical aspéctgganizational culture.

1) Employee participation is measured by the peagenof employees regularly participating in empegevork
teams. 2) Training is measured by the number gh&bitraining hours devoted annually per employgeldent
management is measured by the percentage of eneglagzicated to assessing and upgrading the oegiami's
talent pool. These three independent variablesusee because it is assumed that businesses whhlenigls of
employee training, participation and talent managetinare businesses with higher levels of emplogeelvement,
sense of ownership and responsibility. Involvemantl ownership are key measures of an employeeviedol
organizational culture. Ownership creates a greatganizational commitment, a less overt contrgkem which is
expected to improve business effectiveness (Denika®D).

Three self-assessments of a firm's world-clagsstre the study's dependent variables: 1) wdassaustomer-
focus: measured by the rate of organizational megtoward developing, making, and marketing nesdysts and
services that meet customer's needs at a pace tlastéhe competition, 2) world-class human-cdpiteeasured by
the rate of organizational progress toward secuingmpetitive performance advantage by havingrsupgystems
in place to recruit, hire, develop, and retain rigleand 3) world-class supply-chain: measured lg ridte of
organizational progress toward developing and magagupply chains and partnerships that providgilfitty,
response time, and delivery performance that excéesl competition. These three dependent variaresised
because it is assumed that businesses with wak$atustomer-focused innovation, world-class huozguital
acquisition, development and retention and worsss!l supply-chain management and collaboration esé ét
meeting Schonberger's definition of business sigcces

Based on the hypotheses developed by Denison #imebnnection between organizational culture armginess
effectiveness it is reasonable to propose three afehypotheses that explore the effects of objectispects of
organizational culture on subjective measures fifnels world-class status. This research definesettdependent
variables and three independent variables, therefiine hypotheses are defined to explore the lietwéen
organizational culture and world-class status.

The research hypotheses are organized into thte@serovided in Table Il, Table 1ll and Table iéspectively.
The dependent variables are defined in Table I.fireeset of hypotheses is given in Table Il; these Research
Hypotheses RH1, RH2 and RH3.

These three hypotheses explore the effect of @raplparticipation on the three dependent varialbledd-class
customer-focus, world-class human-capital, and dvolhss supply-chain.

The second set of hypotheses is provided in Tdbknd it includes Research Hypotheses RH4, RH5RiIAE.
These three hypotheses explore the effect of tHep@ndent variable training on the three dependanables
mentioned above.

The third set of hypotheses is provided in Tableahd include Research Hypotheses RH7, RH8 and Rhise
three hypotheses explore the effect of the indepeineariable talent management on the three depénddables.

These three sets of hypotheses are statistitedhyed using the proportional odds ordered logistigression
model as explained in the next section.

Research M odel and Data

The statistical models used for testing these tles of hypotheses are structured according tdafleving
equations, wherg( } is used to signify the proportional odds logiségression function:
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Tablel: Definitions Of Variables & Ordinal Scales.

World-Class
Dependent Variables

WORLDCLASScustomerfocused;. Ordered dependent variable, defined as the eptirted image by an SME as world-class status stomer-focused innovatio

measured by the rate of organizational progresarwecoming a world-class player in developingking and marketing new products and services et
customers’ needs at a pace faster than the coiopetind is scaled on a five level ordinal sca&el one being no progress, level two being 2,|ldwee being 3, leve
four being 4, and level five being world-class.

WORLDCLASShumancapitaly Ordered dependent variable, defined as the setfrred image by an SME as world-class status iraged) people, human-capit

acquisition, development and retention, measurethbeyate of organizational progress toward becgrainworld-class player in securing a competitivefgrenance
advantage by having superior systems in placectwitehire, develop, and retain talent, and idestan a five level ordinal scale: level one bamugprogress, level tw
being 2, level three being 3, level four beingy &evel five beinqworld-class

2B

WORLDCLASSsupplychaing Ordered dependent variable, defined as the sptirted image by an SME as world-class status irplgtghain management an

collaboration, measured by the rate of organizatipnogress toward becoming a world-class playeteweloping and managing supply chains and pattipershat
provide flexibility, response time, and deliveryrfoemance that exceeds the competition, and isedoah a five level ordinal scale: level one beingpnogress, leve
two being 2, level three being 3, level four belh@nd level five being world-class.

Organizational
Culture Independent

Variables

PARTICIPATION;: Independent variable, defined as the percentégemployees regularly participating in empoweredrkvteams (i.e., make decisions withg

supervisor approval), and is scaled on a five levéinal scale: level one being <25%, level two52B4, level three 51-75%, level four 76-90%, anctldive >90%.

TRAINING; Independent variable, defined as the numberaifitrg hours devoted annually to each employee,issdaled on a four level ordinal scale: level ¢

being<8 hours, level two-20, level three 2-40, and level four >40 hou

ne

TALENTMGMT: Independent variable, defined as the percenthgenployees dedicated to assessing and upgradéngrfanization’s talent pool, and is scaled o

four level ordinal scale: level one being <1%, lew® 1-5%, level three -10%, and level four >10¢

Control Variables

log(51ZE;): Control variable, defined as the log of the nundfdull time employees.

log {AGE;): Control variable, defined as the log of the nuntife/ears the organization has been in operation.

GREEN; Control variable, defined as the percentage okfooce dedicated to reducing energy, or emissiomperations.

NAICS,; : Control variable, defined as the North Ameritagustry Classification System (NAICS).

GLOBAL;: Control variable, measured by the rate of orgation's progress toward becoming a world-classallplayer.

&;: Statistical Error.

Tablell: Hypotheses Sets For The Independent Variable Participation.

& The percentage of production employees particigatimempowered or self-directed work teams hasffecteon the rate of organizational progress tows

Al

=

world-class customer-focused innovation of an SME.
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H | H| The percentage of production employees particigaiinempowered or self-directed work teams doesctithe rate of organizational progress toward Mer
1 class customer-focused innovation of an SME.
H| The percentage of production employees particigatmempowered or self-directed work teams has ffecteon the rate of organizational progress toward
R world-class human-capital acquisition, developnmeamd retention of an SME.
H H| The percentage of production employees particigainempowered or self-directed work teams doesctifhe rate of organizational progress toward wier|
2 class human-capital acquisition, development anenton of an SME.
H] The percentage of production employees particigatmempowered or self-directed work teams has ffecteon the rate of organizational progress toward
R world-class supply-chain management and collaboratif an SME.
g H| The percentage of production employees particigatmempowered or self-directed work teams doescathe rate of organizational progress toward wer|

class supply-chain management and collaboraticanoEME.
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Tablelll: Hypotheses Sets For The Independent Variable Training.
H, | The number of training hours devoted annually taheemployee has no effect on the rate| of
RH4 organizational progress toward world-class custoffa@used innovation of an SME.
H, | The number of training hours devoted annually tahe@mployee does affect the rate |of
organizational progress toward world-class custoff@used innovation of an SME.

H, | The number of training hours devoted annually techeamployee has no effect on the ratg of
RH5 organizational progress toward world-class humaipital acquisition, development and retentipn
of an SME.
H, | The number of training hours devoted annually tahe@mployee does affect the rate|of
organizational progress toward world-class humaipita acquisition, development and retentipn

Independent Variable (Training)

of an SME.
H, | The number of training hours devoted annually teheamployee has no effect on the ratg of
RH6 organizational progress toward world-class supphain management and collaboration of an
SME.

H, | The number of training hours devoted annually tahe@mployee does affect the rate|of
organizational progress toward world-class supphain management and collaboration of an
SME.

TableV: Hypotheses Sets For The Independent Variable Talent Management.
H! The percentage of employees dedicated to assemsthgpgrading the organizational talent pgol
RH7 has no effect on the rate of organizational pragre¢oward world-class customer-focused
innovation of an SME.
H| The percentage of employees dedicated to assemsthgpgrading the organizational talent pgol
does affect the rate of organizational progressaal world-class customer-focused innovation of
an SME.
H| The percentage of employees dedicated to assemsthgpgrading the organizational talent pgol
RH8 has no effect on the rate of organizational progresvard world-class human-capital acquisitign,
development and retention of an SME.
H| The percentage of employees dedicated to assemsthgpgrading the organizational talent pool
does affect the rate of organizational progress amvworld-class human-capital acquisition,
development and retention of an SME.
H| The percentage of employees dedicated to assemsthgpgrading the organizational talent pqgol
RH9 has no effect on the rate of organizational progresvard world-class supply-chain management
and collaboration of an SME.
H| The percentage of employees dedicated to assemsthgpgrading the organizational talent pgol
does affect the rate of organizational progressaxwvorld-class supply-chain management and
collaboration of an SME.

Independent Variable (Talent Management)

Model 1:
WORLDCLASScustomer focused; = f(a + B, PARTICIPATION; +8,TRAINING;

+8, TALENTMGMT; +3, 1og{SIZE;) +B:log(AGE;) +8,GREEN; +3,NAICS; +B.GCLOBAL; + &)
Model 2:

WORLDCLASShumancapital ; = f(a + 8, PARTICIPATION;+§,TRAINING; + #,TALENTMGMT;+
B, loglSIZE;) +55log (AGE;) +F,GREEN; +5-NAICS; +8.GLOBAL; + &)

Model 3:

WORLDCLASSsupplychain; = f(a + §,PARTICIPATION; +8,TRAINING;

+8:TALENTMGMT; +8, log(SIZE;) +5;log (AGE;) +B;GREEN; +5.NAICS; +B.GLOBAL; + &)

The first model explores the association betwegarrzational culture and the establishment's ssléssment of
its customer-focused innovation. The second moxigoees the association between organizationaticelland the
establishment's self-assessment of its progresartbivuman-capital acquisition, development andntete. The
third model explores the association between opggioinal culture and the establishment's self-assest of its
progress toward world-class supply-chain managemashcollaboration.

The organizational culture variables that are useet participation, training and talent managemdie
participation variable is measured by the percentdigemployees regularly participating in empoweesins. The
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participation variable is measured by the numbeioohal training hours devoted annually to each leyge. The
talent management variable is measured by the mage of employees that are dedicated to assessidg
upgrading the organization's talent pool.

Each of the three statistical models is tested uddérent conditions. Each model is tested uding North
American Industry Classification System (NAICS) eaghder different fixed effects at the three, fand five-digit
levels of industry identification. The variablesedsn these statistical models are defined in Thble

There are twenty manufacturing sectors represeantdte sample, based on the NAICS 2007 classitioadif the
manufacturing sector. The number of establishmergpresenting the Fabricated Metal Product Manufatg
sector in the sample constitutes 24.2% of the saapid the number of establishments representmiyiichinery
Manufacturing sector in the sample constitutes @1d& the sample. These two manufacturing sectgreesent
46% of the sample and the remaining eighteen sectmresent 54% of the sample. MPI reports thatdhearch
sample accounts for about 6% of Wisconsin's matwufiagy establishments. Census 2007 manufacturirtg da
reports that Wisconsin has 12% of its manufactugstablishments in the Machinery Manufacturing aeend
21% of its manufacturing establishments in the i€abed Metal Product.

The distribution of SMEs in the sample is roughbrallel to the distribution of SMEs in Wisconsinthtis
slightly skewed in some sectors. However, the NAF@8d effects variables correct for biases introetl by the
skewed distributions of establishments by industrthe sample. Therefore, the sample is concluddaetroughly
parallel to the universe, assuming that the refatip between dependent and independent variablesnistant
across industries.

Data Sour ce and M ethod

The data are from the Wisconsin Next Generation Wkturing Survey of manufacturing establishments i
Wisconsin conducted by the MPI for the WisconsinnMfacturing Extension Partnership (WMEP) during 200
The purpose of the MPI survey was to identify besinagement practices in the state's manufacturing
establishments. The universe of the study was alufacturing establishments in Wisconsin. The sarsfde is
492 establishments representing a 6% of the usaver

Since the dependent variables in this researclliaceete, ordered and not continuous, and sincg ahe scaled
on either four or five-level ordinal scales propamal odds logistic regression models are usebigresearch.

Validation of the appropriateness of the propodioodds ordered logistic regression model is rexguifvani,
2001). The proportional odds assumption is sta##ii tested using a Chi Square test. The orderygidtic model
assumes that the model errors are logisticallyitiged, as contrasted with ordered probit moddiene the model
errors are assumed to be normally distributed.eEithodel can be used for our tests. However, tered logistic
model was selected because its results are easigetpret than ordered probit models.

The goodness of fit of the estimated statisticallet® is measured using the Akaike Information @dte (AIC)
statistic where AIC = 2k — 2 In(L), where: L is theaximized value of the likelihood function of tlestimated
model and k is the number of parameters in théstitatli models (Vani, 2001). AIC is a model selenttool where
the model with the lowest AIC value is determinede the best. A low AIC value is interpreted amniifying the
model with the lowest level of information inacctya

Although ordered logistic regression models dohmte ark? value as an overall gauge of the model's goodness

of fit, they do have an analogous measurepiaads RE ThePseuda R2is calculated using the following formula:

Pseudo R* = 1 — { InLipuieinomian / MLiordered )
Where: InLiyuitinemian 1S the loglikelihood value of the multinomial regsgon model andnlgpgereq3iS the

loglikelihood value of the ordered logistic regiessmodel. ThePzeuda B* is a rough indicator of the goodness of

fit, where a value equal to zero means that alffmdents are zero and a value equal or close toehns that the
model is very good (Vani, 2001).
Resultsand Discussion

Before the results are discussed in this sectialidation of the appropriateness of the proportiautls ordered
logistic regression model is required (Vani, 200Ihe proportional odds assumption holds for adl thodels
tested. The results for the small and medium semdblishments (SMEs) models are generally supévidhe
results for the other models that include obseovation establishments of all sizes. The superguitefor the SME
models are identified by the low AlC values and the high association
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statistics are displayed in Table VI and Table Mlhe lowest AIC result is for Model 3 where AIC 2111, This
means that the goodness of fit is best for thdassitzl model testing the regression of the ordedegendent
variable world-class supply-chain that includesigitdNAICS fixed effects variables and where theangte is
restricted to SMEs.

This research is exploratory. F-tests for each thadesimilar to maximum likelihood tests and arereneffective
and appropriate to address the research questonate individual t-tests of the coefficient. Thistrue for two
reasons: first, research is exploratory and samsgiéased, second, the joint effect of three indeleat variables is
of interest. Therefore, this research focuses dmsts rather than coefficient tests. Table VI afidble VII,
summarize the statistical results. The F-tests sfigmificant results, as displayed in Table VI.

The research results show a strong associatiomebket participation and training with an establishtiseself-
assessment of world-class customer-focus, andngaimith world-class human-capital at the 1% catitevel. The
association between participation and training waithestablishment's self-assessment of world-tlassan-capital
is significant at the 5% critical level.

The first model displayed in Table VII explores th&sociation of organizational culture with an bissament's
self-assessment world-class customer-focus. Theelnsltbws strong and statistically significant agsian of
participation and training with world-class custorfcus, and weak associations between talent neasneigt with
world-class customer-focus. These associationsragesignificant at the 10% critical level.

The dummy variable participation at level four (wddetween 76% and 90% of employees regularly gpatie
in empowered work teams) is positive and statilijicagnificant at the 1% critical level. Holdirgl else constant,
when between 76-90 percent of employees regulattigpate as members of empowered work teams, tien
odds of the establishment's envisioning itselfeiadpworld-class customer-focus are multiplied2bg8 times what
they are when less than twenty five percent of eyg®s participate in empowered work teams. Thig iery
strong indicator of the connection between higlelewf work-force participation and world-class tomser-focus.

As the percentage of the workforce that is involir@mployee participation gets larger, the differe from the
omitted dummy variable participation 1 in the resgien model, as provided in Table VII, also getgda This
indicates that the percentage of employees reguparticipating as members of empowered work teiamsgongly
associated with an establishment's self-assessyhemtrid-class customer focus.

The second model in table VIl explores the assioriabetween organizational culture and the estalent's
self-assessment as being world-class in recruitiitgqyg, developing, and retaining talent. The mal®ws strong
and statistically significant association betweentipipation and world-class human-capital. Thisatsthe 1%
critical level. Model three explores the associatizetween the attributes of organizational cultwi¢gh the
establishment's self-assessment as being world-aladeveloping and managing supply chains ancheestips.
These would be supply chains that are flexible a@re response time and delivery performance exteed
competition. The model shows no significant assomis between the organizational culture variablas$ world-
class supply-chain.

There is evidence of a relationship between theriegtional culture variables and the establishimeslf-
assessment as being world-class measures in tthe dhree models. These models are model 1 andlr@dtat
are provided in table VII. There are three straglgtionships that are significant at the 1% critiesel, two that are
significant at the 5% critical level, and one weakalationship that is significant at the 10% i level. The
results show that the percentage of employees adguparticipating in empowered work teams is pesly
associated with an establishment's self-assessasenbrld-class customer-focus and world-class hucagital at
the 1% critical level. The average number of tragnihours devoted annually to each employee is ipekit
associated with an establishment's self-assessohevitrid-class customer-focus at the 1% criticafele and with
world-class human-capital at the 5% critical lev€he percentage of employees dedicated to asseasidg
upgrading the organization’s talent pool is posiyvassociated with an establishment's self-asssdsas world-
class human-capital at the 5% critical level. Tlasistency of the results is evident when the stesil models
tested are examined. The models were tested wibrelit NAICS code fixed effects using three-diaur-digit
and five-digit NAICS fixed effects. The model résted to SME size and four digit NAICS defined isthy
dummy variables to capture industry fixed effeatsved to be the superior model, having the lowd§ »alue of
1111. The SME models show higher t-values and tawdd ratios compared to the other models thaudwed the
full sample of all manufacturing establishmentsnofacturing establishments of all sizes.

Results show that there are strong associationgelet objective actions that are commonly associattd best
business practices and the business establishmsetfta'ssessment of their practices. In other wafds business
establishment states that they are world-class spexific business practice they are correct. &pdifion in
empowered work teams and investing in training reix@ng associations with an establishment's ssiéssment of
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world-class customer-focus and with world-classnhn-capital management. Talent management hasgstron
associations with an establishment's self-assessohevorld-class human-capital management. Funtioee, it is
also evident from our results that the relationdbgbween the objective aspects of organizationkli@iand an
establishment's self-assessment of world-classssisstronger when the sample is restricted to SME

Conclusion

Organizational culture is associated with an emhilent's self-assessment of its world-class andrem
importantly status in world-class customer-focusl avorld-class human-capital. This study providespiital
evidence on the links between objective aspectggdnizational culture and an establishment'sasdessment of
world-class. This study shows that employee trginemployee participation in empowered or selfatizd work
teams and talent management are objective aspkeotganizational culture that are strongly assedawith the
subjective measures of a firm's world-class custeimeus status, and world-class human-capital statu

The association of the objective aspects of orgdiozal culture is strongest between employee itrgimnd
employee participation in empowered or self-dirdat®rk teams and between an establishment's s#tasent of
world-class customer-focus, and world-class hunegpital.

This research highlights the importance of the abje actions that are commonly associated with basiness
practices and the business establishments' seéssent of their practices. Therefore, if busirestablishments
state that they are world-class in a specific bessnpractice then they are correct. This reseaselsl to
recommendations for firms to consider business tsottett emphasize worker involvement and investment
training. Business establishments and top manageradvised to invest in empowering their employpesviding
sufficient annual training in addition to managihgir organizational talent pool by their continaadedication to
assess and upgrade the organizational talent pool.

Table VI: Summary of the Proportional Odds L ogistic Regressions Results.

p-value
Model 1 | Model 2 | Model 3
Dependent Variab
World-Class World-Class World-Class supply-chai
customer-focus human-capital
PARTICIPATION 0.0037*** 1.5¢-05** 0.666:
Independent__ TRAINING 0.0069*** 0.0110* 0.2257
Variable TALENTMGMT 0.0862* 0.0447** 0.4800
Proportional Odds TesPthisq” 0.9174 0.9389 0.7337
Pseudar® | 0.1883 0.2553 0.2304
AlC 1148 1265 1111
Df 10t 10¢€ 112

*significant at the 0.10 confidence level **sigmifint at the 0.05 confidence level ***significantthé 0.01 confidence level.

N=492
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TableVIl: Summary of the Results of the N4digSM E M odels.

Model 1 Model 2 Model 3
Dependent Variable Dependent Variable Dependent Variable
(World-Class Customer-Focys) (World-Class Human-Capital)]  (World-Class Supply-Chain
Variable Name Value EXP(Coef) Value EXP(Coef) Value EXP(Coef)
Std. Erro t value Std. Erro t value Std.Error t value
PARTICIPATION2 0.54 1.71 0.37 144 0.01 1.01
0.26 2.04** 0.26 1.41* 0.28 0.04
PARTICIPATION3 1.02 2.76 1.06 2.90 -0.39 0.68
0.34 2.99*** 0.33 3.23%*x* 0.34 -1.12
PARTICIPATION4 1.02 2.78 1.61 4.98 -0.08 0.92
0.35 2.91%** 0.36 4.43%** 0.38 -0.22
TRAINING2 0.73 2.07 0.80 2.22 -0.05 0.95
0.27 2.68*** 0.27 2.96*** 0.28 -0.18
TRAINING3 0.09 1.09 0.42 1.53 -0.46 0.63
0.30 0.29 0.30 1.42%* 0.31 -1.48
TALENTMGMT2 0.31 1.36 0.31 1.37 0.10 1.10
0.26 1.17 0.26 1.20 0.27 0.36
TALENTMGMT3 0.69 1.99 0.77 2.15 0.37 1.45
0.31 2.20** 0.31 2.46%** 0.32 1.15

*significant at the .10 confidence level **signifint at the 0.05 confidence level **significantthe 0.01 confidence level.
N=492
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