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Introduction

Over the last couple of decades, changes in the global competitive environment have put multinational corporations under increasing pressure to be both globally efficient and locally responsive (Bartlett and Ghoshal 1995). The old hierarchical structure is being criticised for no longer providing the flexibility necessary to respond quickly to new market opportunities, and for inhibiting efficient organisation-wide exploitation of localised resources. A ‘heterarchical’ model (Hedlund 1993), depicting decentralised decision-making and extensive use of lateral relationships in terms of product, people and knowledge flows, is thought to replace it. The question is then, what control and co-ordination mechanisms will be most suitable in ensuring that the interdependent subsidiaries are acting in coordinance with the overarching strategic goals of the MNC?

While economic theory such as the agency perspective emphasises the need for monitoring and incentive compensation, many scholars of organisation theory are stressing the increasing importance of informal control and co-ordination mechanisms, such as building a shared corporate culture, which can be broadly defined as “the sum total of all the shared, taken-for-granted assumptions that a group has learned throughout its history” (Schein 1999:29). This paper will discuss one particular mechanism that is believed to enable the transfer of organisational culture, namely the use of expatriates. Expatriates are defined here has “headquarters employees working abroad in one of the firm’s subsidiaries for a limited period of usually two to five years” (Harzing 2001:366). The purpose of this paper is thus to critically evaluate the extent to which expatriation does in fact enable the development of a shared organisational culture. This, as will be illustrated, is not as evident as it may seem. Previous empirical findings in support of this will first be presented, followed by an investigation into some of the arguments against. Co-ordination mechanisms that may substitute expatriation in terms of socialisation and culture transfer will then be looked into. A final, but crucial, point that will be made is related to the complexity of using using organisational culture as a mechanism of informal control. Thus, the question of whether culture is in fact manageable will be addressed.  

Expatriation as a catalyst for developing a shared corporate culture

The notion of corporate culture as an informal control and co-ordination mechanism has been mentioned in a number of studies. For instance, O’Donnell (2000:531) discusses the advantages of social control which is “likely to elicit organizational identification and the internalization of corporate values and norms”.  Nohria and Ghoshal (1997:100) find that normative integration, which involves “socializing the members of an organization to have a common set of values”, facilitates co-operation and participating behaviour. Furthermore, with reference to Hedlund (1986), Porter and Sølvell (1998:451) speak of the development of an “organizational capital” within the MNE, “by which a common set of norms, values and routines makes it possible to overcome differences in social capital across regions”. 

It is precisely the process of overcoming differences across regions that makes creating a shared corporate culture in a multinational organisation particularly challenging. Employees in geographically dispersed units may have their own distinct norms and values and ways of conducting business. However, for cultural control to function in an MNE, subsidiaries must be “brought into the fold,” that is, the organisational culture must be established and maintained in the overseas location. This is where expatriation may provide a solution, as it is thought to enable an exchange of values through personal cross-national interaction. A number of researchers have looked into the role of expatriates as culture transmitters, and the findings by some of these will be discussed in greater detail below.

In their much-referenced article of 1977, Edström and Galbraith examined the transfer of managers between countries in three European multinationals and identified three general motives; to fill positions, to enable management development, and to enable organisational development. The last of these implied that the transfer of managers was used to develop a process of control based on the creation of international, interpersonal verbal information networks throughout the organisation, and on socialisation. The objective of a strategy of control by socialisation was seen to be twofold. It was firstly related to creating an open and positive attitude towards other nationalities and cultures, in other words, the expatriate was to integrate into the local unit, speak the language, and learn the culture. This is the type of socialisation that Morrison (1993) has called acculturation. The second desired outcome was to create commitment (identification, involvement and loyalty) to the corporation as a whole. As put by Edström and Galbraith (1977:256), “[t]he intent is to deemphasize national cultures and to replace them with an integrating company culture.” The researchers furthermore stressed the importance of using good selection criteria. In other words, managers that had international skills and a strong commitment to the organisation had to be identified. These qualities could be bred through frequent and numerous transfers, the rather harsh reasoning being that “those managers who choose to uproot their families five times during their careers are those who are committed to the organization” (Edström and Galbraith 1977:256)

Moreover, in order for expatriates to be able to “replace” national cultures with the corporate culture, it is believed that they first have to become socialised into the culture at headquarters. Though speaking of the more traditional hierarchical organisation where expatriate managers were used as a more explicit mechanism for control, Franco (1978:118) has illustrated this point well: “Like Roman proconsuls sent out to govern the colonies after being educated as good Romans, subsidiary managers in many Continental firms were given responsibilities only after years spent absorbing the values and practices of the parent company.” (reproduced by Martinez and Jarillo 1989:507). Jaeger (1983) has empirically tested whether the length of expatiates’ company service matter in terms of enabling cultural control. In his exploratory study of two “extreme” type companies (where Type A typically relied on bureaucratic control and Type Z on informal, implicit mechanisms) he found that “company Z only sends out “tried and true” managers – those who have been with the company long enough to have completely internalized the company culture – in order to successfully promulgate that culture in what might be considered to be a more threatening overseas environment” (:99).

However, according to Harzing, most of the studies that have so far been undertaken, including the ones discussed above, are lacking in hard empirical evidence, as they have been based on very small samples, and their conclusions are nearly all based on managers’ opinions. In 2001, she published the results of a mail survey of 287 subsidiaries which aimed to uncover the true role of expatriates, and at the same time assess under which circumstances these role were most effective. Here, she certainly improved the empirical shortcoming of small samples, however, she did not manage to bypass the problem of having to rely on managerial perceptions. She first identified three roles from previous literature: The “bear,” which exercised formal direct control, the “bumble-bee,” which specialised in socialisation and transmitting shared values, and the “spider,” which exercised indirect control by weaving an informal communication network. The findings showed that expatriates did indeed play all three roles, and that the role as bumble-bees (the role which is most relevant for this essay) was more important in some situations than in others. It was for instance more important in subsidiaries that showed a high level of local responsiveness and were less dependent on headquarters for sales and purchases, in very young subsidiaries, and in acquisitions rather than in greenfields.

To sum up, the studies that have been discussed above have all been supportive of the role of expatriates in spreading corporate culture throughout the multinational organisation. It was also argued that the selection process is important in order to identify the employees with the right international skills and commitment to the organisation. Commitment is also created over time, thus expatriates are more likely to function as “cultural ambassadors” if they have served the company for a long time before they are sent abroad. Finally, expatriates play a particularly important role as transmitters of culture (bumble-bees) in young, acquired, and/or locally responsive subsidiaries. Despite the findings outlined above, however, there are a number of reasons why we should question the effect of expatriation on cultural transmitters, and it is to these that we now turn.

Shortcomings in the expatriate’s ability to transmit corporate culture

In her research, Harzing found that the bear role of direct control was more significant than any of the other roles. Though she argued that the validity of the “bear” test was relatively weak due to the wording of her questionnaire, the result is not really surprising, considering that this expatriate function has traditionally been the most common one. This is because multidomestic MNCs, which were the most common type during the interwar period, were not seen to be in need of co-ordination through informal control mechanisms and expatriate subsidiary managers were first of all employed for monitoring purposes. It is fair to assume that subsidiary employees may therefore still perceive their function as such. Marschan et al (1996) also make the argument that informal mechanisms can still be used as an important means of centralising control: “MNCs can be centralizing through the use of expatriates who have internalized corporate norms and values. (…) Transferring such expatriates, who may be trusted to implement corporate policies and procedures, thus becomes a de facto centralizing control mechanism” (:139). 

If expatriates are perceived as agents of headquarters, then this may have both negative and positive effects with respect to building a shared understanding of the objectives and goals of the MNC. As put by O’Donnell (2000:531), “it has been suggested that hierarchical governance mechanisms such as monitoring have a dual effect on opportunistic behaviour. On one hand they increase the cost of opportunistic behavior, thus reducing the actor’s propensity to engage in it. Yet, hierarchical control mechanisms also create negative feelings toward the organization, which may increase the occurrence of opportunistic behaviour.” In other words, the ambiguity surrounding the real intention of expatriation, and the implications that this may have on establishing the trust needed to transmit culture, may inhibit expatriates in performing this function. Another factor which may inhibit the development of trust is the problem of segregation. If expatriates are remunerated in accordance to the home country wage level and offered other benefits such as company paid accommodation and a privat chauffeur, then they may be perceived by the locals as an elitist class. If the local employees feel they have little in common with the expatriates, it is unlikely that the expatriates will succeed in convincing them otherwise.

Furthermore, an assumption that is widely held about expatriates is that they are more loyal to the corporation than are host country nationals. This was tested by Banai and Reisel (1993) in a study of organisational commitment among groups of US, Dutch, Israeli, and British managers in six multinational banking corporations. The authors tested for correlation between organisational commitment and a number of variables, such as role, nationality, age, seniority and rank. The survey was conducted among three groups of managers: headquarters officials, expatriate managers, and host-country managers in foreign subsidiaries. Contrary to widespread beliefs, the findings showed that expatriate managers were no more loyal to the company than host-country nationals. In fact, age predicted organisational commitment more accurately than did nationality or role, which is consistent with Jaeger’s (1983) findings that “tried and true” managers who have been employed by the corporation for a long time are more likely to have internalised company values. This may be said to create a dilemma for the MNC. If the expatriate is young, he/she may be more willing to be transferred to a foreign office as he may have less family commitments, but he/she will not have had time to institutionalise the corporate culture. On the other hand, a more experienced employee (hence older) may be more reluctant to uproot his family to travel abroad, even though he would probably be a better “cultural ambassador” for headquarters.

The “age over nationality” argument implies that the company might achieve the same commitment from a local experienced manager as from an expatriate. Considering that expatriates are generally far more expensive to use than local managers, would it not be better to choose the latter? Harzing (2001:375) reminds us that expatriates can be used for any combination of the three general motives of position filling, management development, and organisation development, thus “sending out an expatriate might be a cost-effective way to realize all three general functions at the same time.” Nonetheless, companies should not be deluding themselves to believe that the expatriate’s cultural control function would make up for the high costs. One final argument should make this even clearer.

Finally, research suggests that the failure rate of expatriation is very high. According to Hill (2002) between 16 and 40 percent of all American employees sent abroad to developed nations return from their assignments early. The figures for American expatriates sent to developing nations are even gloomier. Here, almost 70 percent of employees return to headquarters prematurely, and figures are thought to be similar for other Western expatriates. If there figures are correct, this tells us that a large number of expatriates actually fail in their mission to spread the corporate culture. As Hill (2002) has put it, “expatriate failure represents a failure of the firms' selection policies to identify individuals who will not thrive abroad.” If expatriates have trouble feeling accepted in their new environment, it is highly unlikely that they will be able to build any shared understanding about the corporate values and norms. According to Marschan et al. (1996:144) the failure of expatriates to complete their assignments may even worsen headquarters relations to the subsidiary and its stakeholders, as expatriate failure may also be due to cultural insensitivity, which may “threaten or damage relationships with the host government, key clients, alliance partners, and subsidiary employees.” 

The cost of expatriate failure is furthermore extremely high. One estimate is that the average cost per failure to the parent firm can be as high as three times the expatriate's annual domestic salary plus the cost of relocation (Hill 2002). There may be reasons other than that of cultural transfer for using expatriates. But in terms of building a shared corporate culture through socialisation of the subsidiary and its employees into the corporate values of the MNC, there are other less expensive mechanisms that may perhaps be even more efficient. This brings us to the next topic.

Are other co-ordination mechanisms more efficient?

In his study of the two extreme type companies, the use of expatriates was merely one of many cultural control mechanisms that Jaeger (1983) tested. The others were [1] the extent to which HQ trained their subsidiary employees in a common language (in this case English), which may be necessary for communication of values to take place in the first place; [2] how young they were at the time of hiring, assuming that younger employees are more easily socialised into the corporate culture; [3] the use of large orientation programmes for new employees; [4] training of new employees at company headquarters; [4] Company newsletters received by the subsidiary. Not surprisingly, he found that company Z (the one which relied more on informal mechanisms for control) spent more resources on training employees in English, hired younger employees, sent all managers to orientation programs at headquarters, and sent more company newsletters to subsidiaries than did company A. Furthermore, promising subsidiary employees were sent to headquarters for more than just training purposes. The entire family was often also encouraged to accompany the subsidiary employee to the foreign location for a more complete socialisation experience. The difference between the companies was most significant in terms of training of subsidiary employees in English and training of managers at headquarters. Also, Björkman and Barner-Rasmussen (2001) found that skills in a shared language may be more important for relations between subunits in MNCs than ‘traditional’ measures for normative integration. 

Harzing (2001:374) is also positive towards formal training programs, arguing that “international training programs and international meetings and task forces (..) might very well be used as a less costly substitute for the expatriate’s bumble-bee and spider role. (…) Formal training programs can be an effective way to directly transfer the organizational goals and values to a whole group of people at the same time.” She also uses the concept of “inpatriation” to describe the transfer of subsidiary managers to headquarters and argues that this is gaining in importance.

Martinez and Jarillo (1989) have also pointed to a number of different mechanisms other than expatriation by which the MNC can build an organisational culture of known and shared strategic objectives and values. Some overlap with the ones mentioned by Jaeger (1983) and Harzing (2001), but some are new, such as managing the career paths of subsidiary employees, measuring and rewarding them in appropriate ways to encourage compliance with approved behaviour. A high frequency of visits both from headquarters to subsidiaries and the other way around, and a policy of transfer of managers across subsidiaries were also mentioned as possible mechanisms for cultural control. O’Donnell (2000) has also emphasised the importance of visits. “Through visits by executives from the home office, managers at the foreign subsidiary have more contact with, and get to know personally, some of the decision-makers from corporate headquarters. Research in organizational socialization has shown that employees’ identification with their organization becomes greater as they interact with other members and experience increased contact with the organization.”(2000:532). He goes on to mention other mechanisms such as executive development programs that include participants from both subsidiaries and headquarters, and headquarter mentors for managers of foreign subsidiaries.

None of the studies that we have come across have tried to compare these in terms of impact on the spreading of corporate culture, and it is therefore difficult to make any recommendations regarding which should be emphasised. Some are obviously cheaper than others, e.g. providing English classes and distributing company newsletters has cost advantages compared to “inpatriating” foreign subsidiary managers and their families. Nonetheless, costs should probably not be of first priority in this respect, as co-ordination of values, norms and behaviour is worth investing in for big multinationals. It may furthermore be hypothesised that companies have greater chances of success if they adopt a broad approach to cultural control by using a mix of possible mechanisms. That is, of course, if culture can in fact be controlled.

Can culture be controlled?

So far, this paper has taken it for granted that it is in fact possible to manage culture. However, some scholars have expressed scepticism about the way in which some ‘pop cultural magicians’, or ‘tricksters’ (Ott 1984, reproduced by Meek 1988:455) treat the concept. On critical voice within IB research is Marschan et al. (1996) questioning the pervasive rethoric of soft control through culture and social networks in MNCs. However it seems that in most international business research that this underlying issue – whether organization culture can be managed and controlled – is not problematized, but rather overlooked or taken for granted. 

However, this is a debated issue within organizational culture literature. ‘Culture’ and ‘organisational culture’ have been defined in a number of ways. To recapitulate the definition that was briefly used in the introduction, Schein (1999:29) defines culture as “the sum total of all the shared, taken-for-granted assumptions that a group has learned throughout its history.” Another definition may exemplify how organizational culture is viewed differently. Schwartz and Davis (1981:33, quoted in Meek 1988:457) defines organisational culture as “a pattern of beliefs and expectations shared by the organization’s members” that creates “norms that powerfully shape the behaviour of individuals and groups in the organisation.”

Though it is probably a coincidence that the former uses the words “throughout its history” while the latter does not, the two definitions nonetheless help highlight one problem that has been pointed out by both Schein (in an interview with Coutu 2002) and Meek (1988). They argue that the term is frequently misused and misunderstood, in the sense that managers who adopt the semantics of cultural studies tend to see building a shared culture as a “quick fix” alternative similar to more bureaucratic mechanisms of co-ordination and control. As put by Schein (Coutu 2002:106), “we talk about a corporate culture as if it were a thing that can be shaped and modelled at will. But culture is much more complicated than that (…) [M]ajor cultural change usually takes a long time – 25 years in the case of Procter and Gamble. That’s how long it can take to forge new identities and relationships throughout all the levels of the organization.” 

This, however, is as far as the agreement between Schein and Meek seems to go. In his article of 1988, Meek attacks the previous work by Schein and his colleagues who believe that culture can actually be managed. Said Meek (1988:454), “the problem with some studies of organizational culture is that they appear to presume that there exists in a real and tangible sense a collective organizational culture that can be created, measured and manipulated in order to enhance organizational effectiveness.” His critique is extensive and cannot be done justice to by this paper, however, two points seem to be of particular importance: The creation of culture is not in the hands of management, and the perception of a single unifying corporate culture is an illusion. 

While Schein (1985; 1999) maintains that organisational culture is created by leaders, Meek (1988:459) argues that “it emerges from the collective social interaction of groups and communities.” Culture is not some ‘controllable variable’ that can be manipulated and imposed from above, and to say that it is flies in the face of almost everyone’s experience of organisational life. “Organizations are often arenas for dispute and conflict, and one of the main items under dispute is often values. Organizations are not one homogeneous culture, but are ‘multi-cultural’”(:461). Just because group interaction based on norms and symbols takes place within an organisation does not necessarily mean that there is consensus and cohesion.


To bring this back into a multinational context, if there is little commonality between the culture of headquarters (if such a unifying set of values and beliefs even exists) and the culture that prevails in the subsidiary country, then it is even less realistic that culture can be managed. One example may be the attempt to impose ideas of empowerment, which is a typical American phenomenon, on Asian cultures that value worker loyalty and collectivist thinking. As explained by Marschan et al. (1996:142), “in different cultures, empowerment may be seen as threatening and negative, and in fact there is a preference for hierarchy and its associated top-down decision-making (Hofstede 1980; Hoppe 1993). Thus empowerment may not be universally regarded as an important, desirable attribute, both within and across cultural borders.”

Conclusion

The purpose of this paper has been to shed light on the link between expatriation and the creation of a shared corporate culture. There seems to be a general belief that expatriates bring with them corporate norms and values to foreign subsidiaries and are able to communicate these values to local employees so that everyone gains a shared understanding of the corporate goals. A number of studies, such as those by Edström and Galbraith (1977), Jaeger (1983) and Harzing (2001), support this general view. However, confusion surrounding the true purpose of expatriation, the possibly unfounded assumption that expatriates are more loyal to the organisation than foreign nationals, and the high failure rate of expatriation seem to be telling a different story. It may seem that companies are paying a high price for something that might not really serve the intended purpose, or maybe expatriation is about direct, hard, ‘bear’-type control after all? When considering the less expensive alternatives that exists, such as training of subsidiary employees at headquarters, visits both from subsidiaries to headquarters and vice versa, and the use of headquarter managers as mentors for subsidiary managers, this seems to call for a rethinking and critical examination of the role expatriates play in MNCs. 

There is also the fundamental question of whether culture can actually be managed. Before one can even begin to consider whether culture can be used as a control mechanism in multinational companies, or whether expatriation can be used to transmit culture, the concept of culture itself needs to be properly understood. Assumptions that headquarters can informally manage subsidiaries by “imposing” onto them their organisational culture seems to have serios flaws. The reasons for this is that, firstly, replacing an established culture with a new set of norms and rules of behaviour may take time. Secondly, it is questionable whether culture can be managed from above, and finally, there might not even be such a thing as a unified organisational culture. 

Concerning future IB research, firstly we see a need to study culture from a less instrumental, more critical perspective, not assuming control will be the outcome, but rather asking whether culture can be managed in the first place. Secondly, the empirical evidence that supports the role of expatriates as transmitters of culture is still not convincing, suffering from to much reliance on managers’ opinions, and from not properly isolating the phenomenon that is being investigated. An interesting challenge for future research on the role of expatriates as cultural transmitters could be to try to compare the effectiveness of the different control mechanisms that are being used for the purpose of creating a shared understanding of the corporate culture. Furthermore, accepting the premise that modifying (or aligning) cultures may take decades, future studies might need to use data that captures change over an extended time horizon.
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