MNC Global-Local Cultural Strategic Responses and Management Practice Transfer

Abstract
Cross-border transfers of management practices remain critical to MNCs and are still fraught with problems. In the extant literature, the focus is on the management practices, the transferors and the recipients. However, whether outcomes of management practice transfer will vary by MNC management orientation and strategic response to the global-local cultural challenge is surprisingly understudied. Leading us to develop the following three propositions: 1) MNCs with a localization strategy will experience an oscillation between ethnocentric and polycentric management, 2) MNCs with a globalization strategy will experience ethnocentric backlashes before management practices are adapted or culturally translated, and 3) MNCs with regionalization strategies will experience success when acting within a cultural cluster, but similarly to globalization strategies will experience an ethnocentric backlash when acting outside their cultural cluster even within the same region. In the discussion, we address issues that could have an impact on the relationship between management practices and positive transfer outcome, before finalizing the paper with concluding reflections.
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Introduction
More than 40 years ago, Perlmutter (1969) proposed a geocentric management model that rests on the idea that multinational management should not emerge exclusively from MNCs’ headquarters (ethnocentric management) nor be decided locally by overseas subsidiaries (polycentric management). Instead, management practices should be developed both at home and in the host countries ensuring that best practices were implemented worldwide. Regiocentric management was later added by Wind, Douglas and Perlmutter (1973) to capture how some MNCs source practices, develop policies, and organize activities on a regional basis (Heenan and Perlmutter, 1979). 	Geocentric management was to Perlmutter (1969) not just simply an aspired management model, but a desirable goal bearing promise of superior organizational outcomes outperforming competitors still stuck in ethnocentric or polycentric management mindsets and practices. He envisioned an evolutionary pattern where MNCs moved from ethnocentric, to polycentric, then via regiocentric, to geocentric as the ideal end-state. 
	The evolutionary nature of Perlmutter’s idea has been contested. Based on an in-depth case study of an ethnocentric firm, Malnight (1995) suggests that a shifting mix of strategic objectives, not a sequential process, drives the globalization process over time. The impossibility of a single management orientation capturing subsidiary and headquarters’ interaction was raised by Tayeb (1998), and that MNCs should even need, or desire, a coherent set of globally disseminated management practices was fairly recently challenged by Doherty and Teague (2011). 
	Ethnocentric, polycentric, regiocentric, and geocentric management orientation framework has become an established terminology in international business and provides us with strategic responses on how to handle the global integration-local adaptation dilemma facing MNCs (Bartlett and Ghoshal, 1987; Doz, Santos, and Williamson, 2001; Prahalad, and Doz, 1987). Moreover, as convincingly established in earlier research cultural expectations and preferences regarding management practices varies across national and cultural boundaries. The four established management orientations treat cultural variation as follows: management practices based on own culture (ethnocentric), on local host culture (polycentric), sourcing from regional cultural similarities (regiocentric), and the intended culture-neutral sourcing from wherever best practices can be found (geocentric). Although not necessarily aiming for full global integration, management practice transfer remain critical to MNC activity, and our knowledge about the complexities involved in achieving positive management transfer outcomes has substantially increased. We can draw on the extent literature to understand the roles played by the individuals involved in the process, as well as the need for cultural congruence, or adaptation, of the management practices, but we know less about the strategic context in which these transfers take place and whether this has bearing on transfer outcomes.	
	The aim with this paper is to explore transfer of management practices from a relatively novel perspective. The extant literature on management practice transfer is underresearched with respect to the strategy-practice link. In the subsequent sections of the paper, we will first outline earlier research on management practice transfer, followed by proposition development addressing whether transfer outcomes will vary by MNC strategic response to the global-local cultural challenge. In the discussion, we address issues that could have an impact on the relationship between management practices and positive organizational outcome, before wrapping up the paper with concluding reflections.                               

Theoretical Background 
Transfer of management practices
In the literature, we find that successful transfer, if not subjected to isomorphic forces (Rosenzweig and Nohria, 1994), is dependent on cultural adaptation, translation or matching of management practices to local cultural environment (see e.g., Andrews and Chompusri, 2001; D’Iribarne, 2002; Gomez and Ranft, 2003; Harrison, McKinnon, Wu and Chow, 2000). Without cultural compatibility, transfer failure looms high, and, as Caligiuri and Stroh (1995) demonstrated, MNCs without local adapted HRM practices were less financially successful than MNCs who implemented locally congruent practices. Ethnocentric practices are also associated with a higher incidence of HRM problems (Kopp, 2006).  
From the literature we also know that the management practices to be transferred will evoke resistance if the recipients are not motivated, committed, have developed a sense of ownership for the practice, or lack the right abilities (Kostova, 1999; Bonache and Zárraga-Oberty, 2008). Reasons for this resistance may be due to the management practices being perceived as ethnocentric (see e.g., Kidger, 2002, Lervik and Lunnan, 2004, Hurt and Hurt, 2005), or local managers not believing in headquarters’ motives (Kostova, 1999; Kostova and Roth, 2002), feeling superior to headquarters (Martin and Beaumont, 1999), or experiencing a poor relationship with the transferring unit (Szulanski, 1996; Bonache and Zárraga-Oberty, 2008). This will at best result in ceremonial or conformity implementation (Kostova, 1999; Kostova and Roth, 2002; Lervik and Lunnan, 2004), although rejection and counter strategies can emerge at the recipient unit (Martin and Beaumont, 1999). 
	A stream of recent research is exploring the association between management practice transfers and the external context of the MNC with respect to power and institutional issues (Ferner, Edwards, and Tempel, 2012), the socio-economic environment (Klitmøller, and Bjerregaard, 2013), and the influence of the historical context (Becker-Ritterspach, and Raaijman, 2013).  
	Despite these recent advancements, the extant literature on management practice transfer seem to be surprisingly under researched with respect to the strategy-practice link. In other words, will management practice transfer success vary by MNC strategic response to the global-local cultural challenge? Below we will develop propositions as to transfer outcomes when transfer is carried out under a localization strategy, a globalization strategy, as well as a regionalization strategy. 
Developing propositions 
Localization strategy and oscillating ethnocentric-polycentric management practices
Firms are founded by individuals in a particular national cultural context and as the organizations evolve, expand, and venture abroad they remain largely ethnocentric. Typical ethnocentric-based management is to assign senior management of the local office from the head-office (Edström and Galbraith, 1977; Doz and Prahalad, 1984). In a study of 36 German MNCs, Ferner, Quitanilla, and Varul (2001) identified a MNC home country culture influence, which they attributed to ‘Germanness’, claiming that MNC management is strongly colored by their national origins. Even in the areas where the subsidiaries adapted to the local culture, they could observe “a subtle echo of German traits” (Ferner et al, 2001:116). The studied MNCs were embedded in their parent national business system, and an ‘overwhelming uni-directional flow’ of German international managers to the subsidiaries supported the notion of key individuals as influential national culture carriers (Ferner et al, 2001). MNC managers may be explicitly aware of a such home-oriented cultural influence on management practices or they may assume that chosen management practices are universal best practices, rather than national culture-based practices.  Abrahamson and Fombrun (1994) and Begley and Boyd (2003) provide us with examples of both. The former were interested in how US companies handle turbulent foreign markets and argued that MNCs’ organizational inertia resulted from taken-for-granted US national cultural influence of which managers were unaware. Begley and Boyd (2003) on the other hand pointed out that many executives in their study had acknowledged that they considered their companies to be US-centric, exporting management practices heavily influenced by US national values. 
	When the number and importance of international markets increase Perlmutter (1969) argues it becomes time to switch to polycentric management and MNCs need to ‘let go’ of the ethnocentric management (headquarter control may also simply have been lessened). The choice to move to polycentric management may be due to that increased competition requires local adaptation, rapid growth places too much demand on the managerial cadre, international acquisition strategies have to be successfully realized, or simply because top management is inspired by management theories á la mode (e.g. emphasizing closeness to customers or local responsiveness). The move to polycentrism can be an informed decision based on the evolution of MNC management in Perlmutterian terms, or simply a drift due to the weakening of headquarters’ relative strength in the MNC. In polycentric management, local management is often in charge of the subsidiary with the discretion and expectation to run the operations and manage employees in line with local culture. When the subsidiary is underperforming, e.g., due to economic recession, fierce competition, mismanagement or when an emergent ‘urgent’ situation arises.  Key individuals at headquarters, the national culture carriers, will eventually interfere and select management practices they believe will handle and improve the situation. The choice will most likely fall on the own (ethnocentric) tried and tested practices, and MNC headquarters will take over (again) resulting in the ethnocentric regression that already Perlmutter (1969) warned us about.
	An illustrative example of this ethnocentric-polycentric-ethnocentric pattern is provided by a rare ten-year longitudinal study of a French food retailer’s attempts to transfer management practices to their operations in Poland (Hurt and Hurt, 2005). The authors identified three phases. In the first phase, the French firm imposed managerial practices and work routines, which were rejected in Poland as management embedded in French national culture. In others words, problems were experienced with French ethnocentric management. A second phase of successful implementation of culturally adapted management practices, in line with polycentric management discussed above, was followed by a third phase where the MNC surprisingly did not opt for geocentric management. Instead, home-country top management re-centralized and imposed head quarters approved practices, as these were considered fundamental to the firm’s business model. Hurt and Hurt (2005:47) allude to experience, tradition, effectiveness and ‘imperialism’ when explaining why MNCs experience ‘ethnocentric regression’ after attempting polycentric management: “MNCs are unrelenting in their attempt to maintain their tested business models. MNCs will be impatient with diversity that seems to call into question their operational effectiveness and will drive towards integration, in other words, reproduce their home space – they remain strongly ethnocentric”. 
As longitudinal studies of MNCs are rare, most studies due to their cross-sectional nature tap into, and map, the first or second phase of the ethnocentric-polycentric-ethnocentric pattern at one specific point in time. In our view, neither polycentric nor ethnocentric management is stable. Nor will MNCs automatically follow the evolutionary pattern from ethnocentric via polycentric (and/or regiocentric) towards geocentric management as envisioned in the literature.  Instead, we suggest that there is an oscillating pattern moving back and forth between ethnocentric and polycentric management. 

Proposition 1a:  In MNCs with a local adaptation strategy, head quarter’s reactions to underperformance in subsidiaries with local management practices (polycentric management) will lead to (re)introduction of MNC home country based management practices (ethnocentric management). 
Proposition 1b: The (re)introduction of MNC home country based management practices will lead to an oscillation between polycentric and ethnocentric management practices in the MNC. 

Globalization strategy: ethnocentric backlash and culturally congruent management practices 
With a globalization strategy, MNCs are set most often on introducing management best practices across the organization worldwide. However, these management practices may be derived from and influenced by the MNCs’ home country national culture. Subsequently, when attempts are made to transfer management practices these will be viewed as ethnocentric by local personnel in the international subsidiaries. If, in line with the geocentric model best practices are selected the attempt to transfer these to the rest of the MNC, would most probably meet similar reactions of ‘not-invented-here’ rejection. Not because the practices are recognized as ethnocentric, but because they are transferred from the headquarters they will be perceived as ethnocentric, whatever their origin. An indication of such an ethnocentric backlash is the large body of research persistently painting a dismal picture of unsuccessful or problem fraught attempts at transferring management practices across national and cultural borders, where the solution seem to reside in culturally congruent or culturally matching management practices.
Newman and Nollen (1996:755) posit that national culture is a “central organizing principle of employees’ understanding of work, their approach to it, and the way in which they expect(ed) to be treated”. When management practices are incongruent with national culture, employees are likely to feel dissatisfied, distracted, uncomfortable, and uncommitted. The findings from Newman and Nollen’s study in 18 countries clearly support their allegation that business performance is higher when congruent with national culture. Kidger (2002) suggests that MNCs should adapt to the host country’s underlying logic, e.g., national culture, for management transfers to succeed. Respondents in the Gomez and Ranft (2003:996) study of Mexican subsidiary managers stressed the “importance of ‘translating’ US programs to be culturally congruent”. 
	Further empirical evidence of successful transfers of management practices (see e.g., Harrison, McKinnon, Wu and Chow, 2000; Andrews and Chompusri’s, 2001; d’Iribarne, 2002) suggests that there needs to be a match between local cultural values and the management practice intended for transfer. For example, the implementation of fluid work groups and teams with changing membership and leadership was found to be more successful in Australia with matching national cultural values, than in Taiwan with non-congruent cultural values (Harrison et al, 2000). Andrews and Chompusri (2001) argue that exportability of management practices across national borders is dependent on cultural compatibility between the involved countries, but also on successfully blending the foreign with the local. In a similar vein, d’Iribarne (2002:13) illustrates how foreign motivational practices were successfully implemented when care was taken to understand employee beliefs and expectations in a particular cultural setting, instead of applying “predetermined and so-called universal recipes”. 
Studies of successful transfer of management practices thus display how these have been adapted or matched to become cultural congruent before implementation. When Kostova (1999) conceptualizes success factors for transfer of organizational practices, she ascribes an important role to the recipient individuals by arguing that only when employees are committed to, satisfied with, and have developed a sense of ownership for the practice, the transfer should be viewed as successful. Based on her interviews with foreign subsidiary managers of large US MNCs, she concludes that practices may only be partially implemented, adopting those components that subsidiary managers feel ‘people here will buy into’ and ignoring the rest. In some extreme cases, local managers feel so alienated from the parent company that they do not believe in the parent’s motives and, thus, do not even consider complying with the implementation requests”. In a large proportion of the management transfers to 104 subsidiary locations in ten countries, Kostova and Roth (2002) observed a ‘ceremonial adaptation’, which involved a high level of implementation of the transferred practices but low levels of internationalization among subsidiary managers. Lervik and Lunnan (2004) identified similar patterns, which they labeled ‘conformity’ adoption, after examining transfer patterns in an in-depth case study.  They considered legitimacy towards headquarters as the main motivation behind the conforming patterns they observed. There could of course be many other reasons for why subsidiary managers do not believe in parent company’s motives for management practice transfer. Kidger (2002) suggests ‘managerial imperialism’ as another alternative. 
We are thus faced with evidence that successful implementation come from of culturally congruent or culturally matched practices, while half-hearted ceremonial and conformity adaptation, and refusals seem to result from alienation and perceived managerial imperialism from headquarters. From this the step is not far to what Hedlund (1986) labels ‘perceived ethnocentrism’, where a shift to geocentric management can be perceived by subsidiary management as a shift back to head office and home country attitudes, whether that is the case or  not. This leads us to propose that MNCs will experience ethnocentric backlashes whether perceived or de facto during their globalization endeavors when attempting to transfer management practices across national borders and cultures. 

Proposition 2a:  MNCs with a globalization strategy will suffer from an ethnocentric backlash from recipients when transferring management practices whether these are ethnocentric practices or not.
Proposition 2b: The negative impact of ethnocentric backlash on transfer outcomes is reduced when management practices are culturally adapted, translated or matched.

Regionalization strategy and regiocentric management practices 
Heenan and Perlmutter (1979) added regiocentric management to the earlier discussed ethnocentric, polycentric and geocentric management models. The idea underlying regiocentric management is the same as that behind geocentric management, but pertaining to a region instead of the world. Regiocentricsm can be seen as a stepping stone towards geocentric management but does not necessarily have to play that role. 
Given the empirical evidence on MNC regionalization (Rugman and Verbeke, 2004; Rugman, 2005) some would argue that regiocentricsm is an end in itself. Rugman and Verbeke (2004) examined the breadth and depth of market coverage for over 300 MNCs, and found that more than 80% of them were regional, not globally, based. Important to note is that Rugman (2005) assessed both sales and international operations to find that most firms are active within their home region; Europe, North America or Asia-Pacific. Regional management can thus have an advantage as as an organizational compromise between global integration and local differentiation (see e.g., Morrison, Ricks and Roth, 1991; Lasserre, 1996). However, Lehrer and Asakawa (1999) found that the positive lip service paid to regional management did not result in an enlarged role for the European regional headquarters among US and Japanese MNCs; instead regional offices were decreasing in number. What they did observe was an increase in multiple European ‘centers of excellence’ based on the companies’ recognition of the European region as “a bundle of heterogeneous capabilities and resources” (Lehrer and Asakawa, 1999:269).  
Heenan and Reynolds (1975:9) pointed out that many areas of the world are less homogenous than regiocentrism assumes them to be, and argue that the “lack of shared perspective and cultural uniformity has seriously inhibited the growth of regiocentrism”. National cultural differences may thus be important inter- and intra-regional barriers for MNCs. Drawing on cross-cultural management research; the triad regions (Europe, North America and Asia-Pacific) cannot be seen as culturally homogenous. Instead, cross-cultural management researchers refer to ‘country clusters’ (Ronen and Shenkar, 1985; 2013). Studies of management practices, leadership and work attitudes, as well as cultural values and beliefs, display similarities within clusters but variation across clusters (see e.g., Hofstede [1980]1984;  Hofstede, Van Dusen, Mueller, Charles and the Business Goals Network, 2002; Gupta, Hanges and Dorfman, 2002; House et al, 2004). As cultural clusters cut across regions, we propose that management practices emerging from one cluster will be perceived as similar, or close enough, by employees from other countries in the same cluster. These selected management practices will however be experienced as different by employees from other country clusters active in the same region. In the latter case, this would result in an ethnocentric backlash similar to that discussed in the section above.

Proposition 3a: In MNCs with a regionalization strategy, management practices will have a higher probability of being successfully transferred to subsidiaries within the same cultural region or cluster as the MNC home country.
Proposition 3b: In MNCs with a regionalization strategy, ethnocentric backlash will occur when the management practices emerging from one cultural cluster are transferred to another culture cluster.

Discussion 
We have developed propositions regarding transfer outcomes of management practices when MNCs are pursuing localization, globalization and regionalization strategies. The first proposition addresses the global integration-local cultural adaptation challenge and we posit that given a localization strategy MNCs will experience an oscillating pattern varying between cultural local adaptation (polycentric management orientation) and MNC headquarters home country culturally-based management practices (ethnocentric orientation). We believe that there is a need to study the oscillating pattern over time. Our assumption is not that the oscillating ethno-polycentric management simply describes a movement back and forth between a distinct set of stable management practices, which remain ‘untouched’ over time. Instead, we see a need to theorize on how management practices transform and change over time resulting from such a shift back and forth. 
	We can turn to literature on contextualization (Brannen, 2004), and work on ‘cultural negotiation’ to understand the cultural transformation of the management practices in the recipient country (see e.g., Kleinberg, 1998; Brannen and Salk, 2000; Salk and Brannen, 2000, Salk and Shenkar, 2001). Furthermore, the blending of management practices resulting from host country adaptation (as well as from the oscillation pattern) could also be examined by using crossvergence theory (see Ralston 2008; Tung, 2008). Through examining individual interpersonal involvement, we could also cast light on what leads to a specific hybridization process outcome, such as the clear divisions between which practices are more closely aligned with those at headquarters, and which are more local as suggested by Doherty and Teague (2011). 
	For our second proposition, we argue that given a globalization strategy MNC headquarters will experience an ethnocentric backlash from the host country unit as the management practices to be transferred either are ethnocentric, or due to an ‘not-invented-here’ effect are perceived as ethnocentric. A similar type of argument is put forth in the third proposition regarding the regionalization strategy, with the exception that management practices emerging within the same country/cultural cluster have a large chance of successful implementation. Our propositions highlight why globalization strategies or regionalization strategies under certain conditions run the risk of being perceived as ethnocentric backlashes. Ethnocentric backlash and common ‘not-invented-here’ syndromes will occur as possible reactions to management practices perceived as culturally differing. This could in turn lead to ‘ceremonial adaptation’ (Kostova and Roth, 2002) or ‘conformity adoption’ (Lervik and Lunnan, 2004) patterns we have touched on earlier in this paper. Here we would like to raise the question of what happens over time when the transfer process has been less amicable. A next step would be to examine how the transferred practices develop, transform, and change, if at all, under adverse (and other) conditions, over time. 
Preliminary findings that a geocentric orientation can positively affect employee commitment (Taylor, Levy, Boyacigiller and Beechler, 2008) could be of interest to further examine in a management transfer context. Will an overall MNC geocentric orientation lead to that employees are committed to making management practice transfer work even if they detect, or believe the attempted transfers to be ethnocentric at best, or headquarter managerial imperialism at the worst. What if earlier transfers have been successful and led to the internalization that Kostova (1999) highlighted as imperative, and will this in turn positively feedback that recipients accept even in the face of ethnocentric management practice transfer. If recipients have a reason to trust and respect headquarters’ competence then this could display more interest in the management practices to be transferred. In other words are management practice transfer repeated events over time and if so what would the implications be for transfer outcomes. 
A model of the relationship between management practices transfer and positive transfer outcomes given MNC’s strategic global-local culture response is depicted in Figure 1 below. 

*********************
Insert Figure 1 about here
*********************

From the discussion above, we also find that the transfer-outcome relationship need to be moderated by transformation effects resulting from recontextualisation, hybridization, and blending of management practices. To this, we add management practice transfer under adverse and other less amicable situations, and the impact of repeated events on management transfer success over time in Figure 1 above. 



Concluding reflections 

[bookmark: _GoBack]In this paper, we have several contributions to the transfer of management practices literature. By including MNCs strategic global-local cultural responses in our modelling of management practice transfer outcomes we were able to develop propositions that revealed management transfer patterns not identified in earlier research, such as an oscillation between ethno- and polycentric management. We could argue that hampered management practice transfers may not only be due to lack of cultural adaptation or congruence but also to an ethnocentric backlash, which is a reaction due to management practices being perceived as ethnocentric simply by being transferred from another culture. Perhaps especially so if originating from MNC headquarters. Additionally, we uncovered that management transfer is less susceptible to problems and setbacks when carried out within country/culture clusters, but not so when transferring outside the cluster. We also discussed temporal aspects of transformation effects, transfer under adverse conditions, and repeated events, which could have an impact on management practice transfer and be in focus of future research.
	In terms of contribution, we humbly claim that our modeling endeavors go some way in responding to Leung, Bhagat, Buchan, Erez, and Gibson’s (2005:374) challenging call to “map out other more complex effects of culture systematically and integrate these effects routinely into substantive theories, so that cultural elements constitute a major type of building block for theoretical models in IB”. Developing our propositions into testable hypotheses presents promising avenues for further empirical research, mapping dynamic patterns and pursuing the idea of understanding transfer of management practices MNCs from a strategic and cultural perspective. 
	We need to remember that pursuing a geocentric or regiocentric management model may not be MNC’s strategic intent. That ‘ethnocentric management’ is associate with a negative valor, is not surprising as it is defined as perceiving own practices superior to those of others, however there are MNCs who draw on their home culture (and ethnocentric management practices) as a competitive advantage to successfully attract employees and customers alike. Additionally, Isidor, Schwens and Kabst (2012) found that technological intensity, especially for early internationalizers, increased the probability of an ethnocentric staffing policy suggesting that the need for at least an ethnocentric ‘incubation period’ before deciding on a regionalization or globalization strategy.
	In essence, the managerial challenge in MNCs is often generated from the assumed universality of geocentric management, which can easily clash with views of how employees across national and cultural borders would prefer to be managed and how work should preferably be organized. However, more problematic than this is to achieve an understanding and acceptance for the notion that individuals, especially key individuals in and from the MNC’s home country culture, who believe they to have a global mindset are often unaware that they regularly transfer and implement management practices, drawn from the MNC’s home culture, but are labelled ‘universal’ or best practices. Although, geocentric management in a Perlmutteran sense is an ideal embraced by many practioners and academics alike, and although many contemporary MNCs fall short in this respect, the power of ideas should never be underestimated, as important dreams historically have frequently propelled countries and companies into the future. 
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