Transfer policy s an easily operationai-
ized variable which can be used to
modify organizational atructure.

International Transter of I\fimagers:

Some Important Policy

INTERNATIONAL TRANSFER of
talent, foreign assignments and stafting of foreign

manageriz)

operations have been the subject of much debate.
We would like to add another perspective to this
debate,
effects of transfer on either the individual and Lis

Most af the discussion has centered on the

or her job performance or the reaction of the host
countiy and local subsidiary.  These are important
considerations. Mowever, we would like to con-
centrate on the effects on the orpanization as 2
whole and, specifically, en its structure.

The effects of the intormational transfer of mac-
agers on organization structure is a worthwhile
topie first beecause it is little appreciated by the
mapagerial and  academic communities,  Second,
if one can wnderstand and predict the offects of
movement sirategies, transfer in any organization

could be one of the wost operationa! organization
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design varfables.  That is, theough the continuous

recruitment, traosfer and

processes of  selection,
prometion, all conscious choices nwude in organiza-
tions, the organiration can directly influence its
own shaclure and Processes.

Toward this ond, the present article reports sovoe
data concerning the actua! practive of four orgau-
izalions, attempts some comparisons in order o
explain vaviation in practice among the four and
generates some hyvootheses copeerning the effects
of transfer on erganizaticn struchore oy vice versa

The case studics that follew represent four finms
that were selfselected.  An juvitation was wailed
to the personne! managers of the sixty largest firms
Names were taken from the INSEAD
statod

months herce, & worksbop on the transfer of maz-

in Europe.
mailing list. The invitations that  two
agers was going o be held in Drussels at the
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European Institute for Advanced Studies in Man-
agement. Prospective participants were asked to
join the researchers in the definition of a rescarch
project. The workshop was going to be devoted
to a discussion of current practice and problems
and finally to the identification of hypotheses that
were researchable and of practical and theoretical
interest. The workshop was attended by 11 rep-
The first half
of the workshop was very productive since all

resentatives from ten organizations.

participants were willing to discuss their current
practices, problems, experiences and motives. The
second half was less productive since the parti-
cipants had some difficulties speaking in the re-
searcher’s language about variables and hypotheses.

As a result of the workshop, the researchers
learned about current practices and problems in
It was the British, Swiss,
and Northern Europecan companies that appeared

European organizations.

most interested. Only one latin European firm
(Ttalian) came to the workshop or indicated an
interest.?

The next phase of the research consisted of four
case studies which exploited the contacts de-
veloped during the workshop.

Some descriptive data from the four organiza-
tions are presented in Exhibit 1. The transfers
shown in the second column are the number of
people, who at the end of 1972, are working out-
side their home country for a period equal to or

greater than one year. The transferred manager

usually moves the tamily and becomes a resident
of the host country for the period of the transfer.

Why Transfer?

It should be mentioned that the question of
“why transfer?” was not regarded at the outset
as a significant research question. It was believed
that transfers occurred as a result of conscious de-
cisions taken in organizations. Therefore all one
had to do was ask those responsible why they
made the choices and then one could proceed with
more interesting questions. This is not the case,
The question is not simple for several reasons.
First, one finds a lack of agreement among those
who are rtesponsible. For example, one argues
that the company transfers people because they
cannot find qualified local nationals while a col-
league disagrees and says it is to provide inter-
national experience. Second, one finds some who
do not know, do not care or are mistaken as to
why transfers are made except for the fact that
they “work.”

tioners, businessmen are not always interested in

That is, being pragmatic practi-

why a practice works as long as their experience
indicates that it is effective when evaluated by
One of the firms said that they
made decisions about transfers individually or on

their criteria.

a case-by-case basis but had never analyzed the
transfer strategy on an aggregate basis. Third,
there are some motives to which practitioners do
not wish to admit when being interviewed by out-

EXHIBIT 1

Summary of Transfer Statistics

Transfers Sales Assets Employees
Company (1972) {Billions $) (Billions %) (000)
Worldwide
Products 3600 14.0 20.0 174.0
National } Industry |
Products 1000 5.7 8.1 160.0
European
Industries 300 1.8 2.25 N6
Occidental Industry 11
Industries 245 11 1.4 67.7
Data taken from Fortune’s List of 200 Largest European Firms and our interviews.
Summer 1976 101
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siders,  That s, in addition to Rii tiing position,

transfer from headqguarters car increase the aine
of surveillance over the subsidiary.  Fvery organ-
ization with whom we spoke categorically denied

the use of this motive but offerc: axamples of
cther organizations who did use it. All of the
confusion about metives stems from the fact that
a single transfer can simultancously he explainad
by scveral reasons. Tor example, & bransfer may

individual

portunity to work in another countrv, hecanse the

result because an requested  an op-
subsidiary could not find a qualified local, because

the individual may have needed interuational cx-

perience or, because there may have been a de
Thus,

uecessary  in

to increase surveillance in that contttry,
some manipulation of the data is
order to draw conclusions as to why organizations
transfer managers, wh 1wy transfer “works”, and ul-
timately how to use transfers cffect "'eh to design
the organization.

In our attempt to unravel the confounded mo-
interview  data awd  the

tives we relied on our

workshop discussions to infer why transfers were
made and why they worked. 'The following rea-
sons will be analyzed.

# To fill a position whes there is no
qualified local.
& To utilize managerial talent.
& To provide international cxperiznes 1o
the individual,
# To facilitate coordination and control.
Qur interest is in the last reason which was never
mentioned  as a motive by decision makers but
was suggested to us by the inter-company and
inter-indusiry comparisons, In addition we feel it
explaing a good deal of the variance in transfer
Let ux ﬁrai IlluOdi-k_ 5 thb

first three motivess before n presenting cur case for

in the developed world.
coordination and control.

To Fill o Position

It was suggested that a good deal of transfer
takes place because one cannot find a qualified
local This as-
sertion can he tested by asking the guestion
“Where are the expatriates?” TFor
World Wide Products, 3100 of the

naticnal for an available position.

cxampls, at

fransfers work
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ini subsidiavies aromod the world while 500 are
Of the 3100, abont
50% are located in developing coustrics andd 20%
Since only 35%

of the jobs are located in developing countries, the

located at central installations.
111 Europﬂ and North America.
of transfers does not represent the

of jobs  One must conclude that the

data reflect the lack of qualified local nationals to

distiibution

distribution

Gl available positicns.
Soine additional irferwation can be gained by

cxamining the occupations of those who are toans-

feirad, Ong finds that a large position of the
transfers, about 50% in World Wide Products and

809 at European Industries, aie in twchnical furic-
ticns.  Datp from the other companies also lead to
the conclusion that the Jominant motive for trans-
[z s to send techiiicul persennel to countries
Thus a

variance can be L;xp‘mim*:

e qualified locals canmot be foursd

-

i
— 1

mMajor portion ot the

Ly the need o transfor techmical capeortise to
developing countries.

However it does not account for all the variance
nor does it account for soie 10083 oxpalriates in
Darope in the World Wide Productg organization,

interes

Bestdes this miotive s not an g policy

decisionn.  Cnee the decision is taker to invest in

a develeping counitry and a qualified loce! national

1

anriot be found or quickly trainad, the firm mist

o

send in an expatriate. It also appoass that the
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EXHIBIT 2

Transfer Statistics for Europe only

Employment
Company (Europe)
World Wide Products 88,000
National Products 77,000
Curopean Industries 70,000
Qccidental Industries 50,000

Number of Transfers
Central Instaltations Subsidiaries

491 545
70 250
— 63
45 38

use of this type of expatriate does not vary with
type of industry, nationality of ownership, manage-
ment style or organization structure. All organiza-
tions engage in this type of transfer and vary only
in the magpitude of their foreign investment ac-
tivities.

The confounding due to the lack of qualified
locals can be reduced by concentrating on the
data from the developed world and Europe in
particular.  With the exception of a few areas
arcund the Mediterrancan one can usually find
qualified local nationals. In addition, size differ-
ences between the four firms are minimal. The
data for Europe are presented in Exhibit 2.

Holding size and the need to fill a position con-
stant, one can ask why are there still large differ-
Let us look at

the other reasons offered by decision malkers.

ences in the number of transfers?

Utilization of Management

A second motive suggested at the workshop was
that transfer increases the utilization of manage-
ment talent. That is, a job opportunity and a pro-
motable individual do not always occur in the same
subsidiary. The use of transfer between subsidiaries
can remove these bottlenecks in the promotion
process. In addition, transfer can give opportunity
to individunals with top management talent who
work for small subsidiaries. Transfer to large sub-
sidiaries or central offices reduces the likelihood that
these people will resign for lack of promotion op-
portunity. This motive was claimed to be the
dominant motive for transfer of non-Americans in
10 U.S. multinationals.?

All organizations claimed to be following this
practice to some extent. But the confounding of
The investment in de-
veloping countries creates positions and transfer

motives is relevant here.

Sunmvzr 1976

fills these positions, provides international experi-
ence and also removes bottlenecks in the promo-
tion process. The question is, however, would
this transfer take place if there were no invest-
ments in developing countries? Let us concen-
trate on the FEuropean data which eliminate this
confounding factor. In this case the data suggest
that the answer would be no, with the possible
exception of World Wide Products.

The negative inference comes from viewing the
data in several different ways. First, one could
ask who gets transferred? If the motive was to
choose the best available person, one would ex-
pect the distribution of nationality of expatriates
to be about the same as the distribution of nation-
Such is

not the case. The vast majority of expatriates are

alities in the organization as a whole.

from the nationality of ownership. The percent-
ages vary from 70% to 90% (World Wide Prod-
ucts, 80%; National Products, 90%; European In-
dustries, 709%; Occidental Industries, 85%). The
figures for European and Occidental Industries are
particularly revealing since the nationality of
ownership represents only abhout 20% of their re-
spective employment populations. European In-
dustries explicitly searches first the nationality of
ownership when filling an available position and
then searches in subsidiaries located in contiguous
countries having similar cultures and languages.
Thus nationality rather than talent utilization ap-
pears to guide the choice of international trans-
ferees.

The exception may be World Wide Products.
A more international practice emerges when one
examines the 1100 top managers of that organiza-
tion. First one must speak of nationalities of
ownership since there is more than one nation
with significant stock oWne'rship. Second, among

103
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this group onc finds that 66% are from the na-

tionalities of ownership. Five vears agn this figice
was 75%. So ona begins to fnd some  doter-
nationalization and n trend towards more at the
top levels of World Wide.

The second factor which supports the negative
assertion is the direction of Hows of transfers.
Exhibit 3 shows the possibilitics snd  identifies
which practice. Tf

international ransfer was used to inorease talent

which organization follows

utilization one would expect a pattern like that
shown in Exhibit 3(c). Instead onc finds that
Europesi: Indwvstries follows a strategy primarily
of transferring people from the certer to gnb-
FProduets and Occidental Ta-
from the subsidia

sidiarics.  National

dustries also bring pecple
But it is only World Wide Pradiiets

that moves people betwceq subsidiaries

to the center.
as well as
to and from the center. (It may be perfedtly
possible, however, that transfer within sobsidiaries

is sufficient to achiove talent utilization. )

EXHIBIT 3

Fiows of Transfers

Sub ’ [ Sub ‘
(a) (b} {c}
turopean Industries Occidenial Industries World wWide Producis
and

Nationat Products

The last reason again finds World Wide as an
exceptlon. If an orga veization is 501ncr to nrnmotc
the best 1
present location, the personnel department nceds

a sop visticated informstion system to ide: hfv 1)051-

person independent of vutionality and

tions available and persons who are promotable,
While all organizations had suchi a system for high
level management it was only World Wide Frod-
ucts which had a sefficiently staffed aud detailed
system. o be aware of the job-person matchings

in subsidiaries. In addition talent utﬂizatmn re-

qiires an active, Jmhdtnvn—t.ﬁ\ﬁ personne!  unit.

104

Subsidiaries do uet like to give up good

—

and recei ig iliiEs nay want to promsic their

own people into the position.  Again cre geis the
impression that World Wide Products was more
active than the others. [adeed in Liropean aud
Occidental Indistries thowe was considerabls o--
Thus

on the basis of the activity of the personncl units,

teromy in the large European subsidiarics.

direction of trausfer flows  and nutionality of

transfers it appears that {ntemational Gransfer for
talent utitization wosld be guite small if positions
were not veadily available f: des 'slcl;mf’ countyics,

World Wide Prodiicts a appoat

another reasen why they

red to Le an exception
and gives nave more total

traunsfers.

Infernational Experience
The third major notive for intemmational trans-
fer s to provide international experionce and Wain
ing to cinployzes of multinational organizations.
Indeed every organization that attended our work-

shon claimed to transfer people for this ressen

Expericnce was also the secend maost important
teason given by US, firms”  However, training

of tho need to Rl
gstment in developinf; couniry

transfers ave not independen

a position.  ThLe inv

nrakes po itions available whils training  needs
partly determine who is tvansferred.  Hvep in
Europe hc ¢ In somo position filling in Spadii,

Poriugal and Giesre, The true test of the motiv

made evon
Sorez

would be whether transfers wonld he

when thore are qualified locals available,
T -

Inferences caa be made concerning this hypothet-

ical Guestion Ly examining who titiates the traus-
fer process and who pavs the expenses.  Ome would

assumie  hat the hencFr:arv of a transfor would

weiver of the nced woald jndtiate

pay and the p
the process.  Thus if unsi_liuu flling was the me
cd by the subsidiary ar?

It training was the

tve it would be uvere
the ,ubw]mrv would b mﬁl‘.

motive, it would Le central persoriest or the sub-

sidiary from which o transfer would move that

would pereeive the need.  Cential personnel wonld

initiate o cither case. The beneft: of the frane-
fer would accrue to the arganization cr the send-

ing subsidiary not necessarily the receiving sub-
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sidiary. In this case the receiving subsidiary
would not be expected to pay the additional ex-
penses of staffing with an expatriate. At both Oc-
cidental and European Industries, it is the receiv-
ing subsidiary which initiates the process by
requesting an expatriate and the central personnel
unit chooscs the individual. Salaries and expenses
are paid by the subsidiary. At World Wide and
National it is frequently the central personnel unit
that initiates the process based presumably on
training needs. Quite often the central unit picks
up the expenses and any salary differential so as
not to penalize a subsidiary. Thus from the initia-
tion and paying, one can infer that training is a
motive for transfer at World Wide and National
but cannot support the inference at European and
Occidental.
fer would take place at European and Occidental

if expatriates were not requested by subsidiaries.

We assume, however, that some trans-

Both have extensive international activities and
home offices in a small country. Transfer would
probably be confined to a small elite group with
top managernent potential.

We could stop at this point and claim that the
variance in total and European figures is explained.
Occidental and European Industrics have smaller
levels of economic activity in the developing world
and transfer only to fill positions with occasional
National also transfers to fill
positions and has a greater amount of economic
activity.
sons give it more transfers than industry I. Finally
the greater transfers of World Wide are explained
by its greater number of transfer motives, position
filling, training, and talent utilization, and its
greater size,

training transfers.

In Europe, its transfers for training rea-

However, an anomaly in the data
and the inter-firm, inter-industry comparisons sug-
gest another motive.

Coordination and Conirol

The motive that we suggest explains most of
the variance in transfer in the developed world
was not given by practitioners at the workshop
nor during our interviews. As suggested above
Spe-
cifically we suggest that differences in transfer in

it emerged {rom our comparative analysis.

Summzn 1976

the developed world are related to differences in
the need for coordination, control, and communica-
tion among subsidiaries and between subsidiaries
and central offices and that transfer is a facilitator
of those processes. The decision makers in the
orgavizations do not agree with us. They claim
transfers are made to provide experience and to
select the best person for the job. Our position
is that their response is valid but incomplete. It
is valid because providing experience is probably
the criterion they use in making transfers. It is
incomplete, however, because it merely suggests
another question. In Europe with equal sized
operations, why does industry T need more train-
ing than industry I1I? Indeed why does World
Wide need 17 times more training than European
Industries requires? Let us mow present the case
for coordination and control.

The first source of support for the assertion
comes from examining several anomolies in the
transfer data from European Industries. Here one
finds, in addition to large numbers of expatriates
in developing countries, 52 in the United States,
15 in Britain and 9 in Belgium. Presumably quali-
fied locals can be found. These transfers are not
to fill positions. Perhaps they are to give inter-
national experience to managers. However, why
The firm bas bigger and
better cstablished operations in several other Euro-

those three countries?

pean countries but there are no expatriates. Upon
further examination one finds that in these coun-
tries there are large efforts to “crack the local
market.” Thus it appears that when organizations
'change strategies, implement new systems or have
start-up transfers tend to be wused.
Franko’s data and interpretations are consistent
with this speculation.* He reports that U.S. multi-
nationals sent large numbers of expatriates to
Europe during the establishment of their organi-
zations but then turned the direction over to local
nationals,

activities,

However, today, the Americans have
reappeared. This time it is to reorganize and
effect a shift in power by introducing the regional
headquarters,  Transfers can be wused during
periods of change or start-up operations for two
reasons. First, during a period of change, there
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is a temporary managoment overload.  One must
cun the business as ussal in addition %5 introduc-
ing the change. Therc are more decisions to make,
Traasfers provide a temporary incress2 in man-
agement  capacity  during  the

Second,

overlead  peried.
the decisions that are taken during the
initial period often set precedent and set limits
and constraints within which subsequent activity
will take place. Tt is important that these decdi-
sions be inade “currectly”,  Those who know the
correct company procedures are expatriates from
central offices. The large number expatriates
are hypothesized to be associated with the necd
for control during period of chango or start-up.
The second source of support comes fiom an
examination of the cocrdination picblems within
the four firms. For example at the time of ow

interviews Furopcan and OQOccidental Industries
had defined away most interdependence between
subsidiaries and thercfore thz necd for inter-sub-
sidiary coordination. Fach country subsidiary pro-
duced all products and and sold orly in itg home
market,  Onlv the ;\ul,'-sidiary fa the country of
ownership could export without permissioni of the
central office. In essence the fivms in this in-
dustry operated on a holding company model and
managed the subsidiaries the way one wonld
manage a portfolioc.  Thus the subsidiaries were
quite autonomous and independent.

The oppesite was trie in the othor industry,
There was plant specialization by product and
some units supplied products {o other units. There
was 2 complicated supply network of production
and distribution. This scquential interdependence
necessitatedd some coordination among subsidiaries.
Part of the comdination was performed at the
center and at regional centers (a level of manage-
ment which did not exist in Europe for the other

industry).  And onc finds Jarger wimbers of ex-
patriates in these central umits.

World Wide Products, 2% of the subsidiary work

For example, in

force was expatniate while 74% of the cente
staffs and 47% of managers in the Furopean Center
were expatriate.  Thus it appears that greater use

of transfer is associated with greater interdepend-
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ence betwuen suhsidiaries and that tvansfors e

more congenirsted in Loordlratmg uTnits.

Further support for the velation betwesn co-
rdination and trausfer comes from a comparisen

between Occidents! and Eurcpsan Industries them-

One could ask why are the numbers
Although they bo are i
heavy manufacturing and sell producis to olher

selves,

tronsfers so similar?

large organizations, their products are diff

They also come from differsat culbures and nation-
Why then the similarity?
because of similar size and organization structure.
However, World Wide

and sizes but pursue different transfer

alities. It could he
and National have similar
structures
strategies,  Again our explanation is that both
5 7 P
organizations have the same intevsubsidiary co-
E ¥
ordination needs or perhaps we should say lack
of coordination weesds.
In the other wdustry, the sifuation is exactly the
opposite. That is, for two app areut!y similar firm
I T
why is there such a large difference with regar-d
Reeell that

World Wide and National 202 in the sawme in-

to transfer in the dev&opad world?

dustry, have nearly the same level of activity and

employment in Eurepe, work throngh very simvilar

2

structures and have similar nationalitics of cwnes
ship. Yet th

bv a factor of thic

.

traisfer strategies in Europe differ

Onics a,{man(m put forth by the companies -
volved is that transfer is one more factor i the

of Warld
idcology comes from heving multinational owner-

inicrnational  ideology Wide. i'he
&.hm three nationalities on the seven DErsen board
an international distribution of salss and produc-

tion, and cential installations in more than cze

country, m
theh

National

Transfcr is simplv one more pisee
e L

international mosaic.  On the other hand,

Products was a national company by

gvery criterion save an intemationz]  distribution

of sales. Cur peosition 35 that the ideology argu-
P Ly arg
First,

25 to

ment iz valid but it is not sufficient. esti-
mates of dircet costs indicate that it costs
3 times miore to staff 3 position with an expeiriate
thua with a local. Jf we take a factor of 2.0 and
assuipe that the sverage salary involved is $20,600)

then it costs World Wide about 215 million a year

CoiunBIA JourNar or Woriu Busivess
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more than National to staff the 716 more positions
in Europe with expatriates than with locals. That's
In addition, there should be
That is the
policies that support ideology must “work”. Thus

expensive ideology.
some factual basis for the ideology.

one must loock further for an explanation of the
difference and for why transfer works.

One place to lock is among the very top man-
agers of these companies. When this category is
examined, one finds that top managers account
for 85% of the total transfers at World Wide
while they account for only 3% of a smaller total
at National. In absolute terms it is 304 at World
Wide versus 31 at National. That is a big differ-
ence when total employment categories are ap-
Indeed, at World Wide
28% of the top 1100 managers are working in an
expatriate position. So the transfer policies not
only differ by 3 to 1 in total, but differ by 10 to 1
at the top management levels.

proximately the same,

The top management category is worthy of a
little more investigation. First one finds that these
expatriates are more cvenly distributed between
the developed and developing parts of the world.
In the total category one finds 70% of the ex-
patriates in the developing countries while 50%
of the top management expatriates are there. In
the developed world one finds fewer expatriates
in top management positions but one still finds
15% to 18% of the positions being filled by trans-
fers. Thus, in the subsidiaries and central installa-
tions one in six or seven is an expatriate. The
magnitude and even distribution in the developed
world is significant. The reason is that lack of
qualified locals and training needs cannot be ex-
planations. Although development is always neces-
sary at all management levels, these managers had
to have some intermational experience to enter the
top management category. It is less likely that
these transfers are solely to provide international
experience.

The decision makers at World Wide assert that
the transfer data simply show that they use trans-
fer more often to provide international experience
and select the best person for the job independently
of the color of his or her passport. We can ques-

Sumnrer 1976
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tion this assertion as before. Why does World
Wide need orders of magnitude more international
experience in Europe and why is the best person
for the job an expatriate at World Wide while it
is local national at National? However, we cannot
reject the explanation and believe it is probably
valid. It is valid in the sense that the decision
makers responsible for transfer probably are guided
by this reasoning when choosing replacements and
promotions. They continue to be guided by the
reasoning because to “works” or at least does not
fail. That is the feedback from the subsidiaries
on performance of expatriates is sufficiently posi-
tive that its continued use is reinforced. But the
question is why does it work?

One explanation is that transfer is related to the
coordination and control processes that are em-
ployed in those organizations. We are guided in
this thinking by the relatively even distribution of
top management expatriates and the apparent at-
tempt to maintain the even distribution. That is,
within Europe there is an attempt by personnel
people to have one non-national on the top man-
agement of each subsidiary. This policy is en-
tirely consistent with the one in six or seven figures
mentioned above. In addition, a decision to main-
tain percentages in organizations is not based on
a specific examination of needs for talent or needs
for experience. It is directed at maintaining an
attribute of the structure. The policy to maintain
a distribution of expatriates is entirely consistent
with policies to choose the best person and to
provide international experience and in combina-
tion explain why World Wide has more transfers
than National.
the coordination needs and structures of the two

Our explanation is that while

firms are similar, the processes of coordination and
Therefore the behaviors that
constitute good performance are different. At
World Wide, transfer is the process by which these
behaviors are learned, sustained, and wtilized.
National, on the other hand, has adopted different
processes which are not as dependent on extensive

control are different.

transfer for their maintenance. Let us speculate
about these processes and the role of transfer in

their maintenance.
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Industry 1, it shonld be vecalledd, had 4 great
deal of interdependcnce wolative to industyy 1L
They could not creat: antonomous, geographical
subsidiaries becanse of sharsd inpnts, inter-unit
product flow and shared markets Thus one of
the major concerns of the trirope-wide struchure
is the coordination and control of this comiplex of
sequential product fows, ‘Io begin the analysis,
the strategies of control suggested by the Astou
studies can be used.® Their reasoning begins with
the premise that in the presence of interdepend-
ence and work flow integration, certnin classes of
behavior are dysfunctional.  Therefore organiza-
tions adopt structures which control or lmit the
amount of discretion exercised by its members so
that only the functional behaviors can be chosen
and acted out,

Broadly speaking two
strategies were suggested.  Tirst,

I3

-« . one mav attenpt to maintein con-
trol directly by couﬁniug Cecisions to fairly
senior levels in the hier: rchy. This econ-
omizes on the nesd for elaborate systems
of procedures and paperwork. It may
also reduce the need for certain areaz of
specialization such as those concerned with
operating indirect control systemss.  This
can be termed the centralizing strategy
of contral.”

In the torms heing used hers, the centralizing
strategy would be the assignmenut of major deci-
sions to the Furopean and Intermational central
installations coupled with the swveillance of their
execution with the subsidiaries. This type of con-
trol is personal and diveet  [However, the Aston
research shows that this form disappears for large
organizations and would be expected to do s in
multinational organizations. Given the number of
different subsidiaries, an organization would need
considerable communication and decision capacity
to concentrate decision making at central ofees.
Delays wonld reduce local responsivencss and flex-
ibility. These organizations tequire more local
discretion yet peed to maintain overall system co-
ordination. This coordination and conirol is main-
tained using the second strategy.

“One may atternpt to control behavior in-
directly by relying upon procedures and
records as methods for limiting  discretion
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exceplion reporting is an canmplo) and
for omitoring  activities,.  Within  limits
imposed by such jodircct conicols, deci-
sions can be delegated to lower levels i
the hierarchy. and to cmployees in spe-
cialized roles, come of whom are con-
cerned with operating the indirect control
systern itseif.  This ean he termed the
burcancratic strategy of control™
Thns the alternative appears to he the shifi
impersonal and  fudirect buresncratic methods of
ecording. repocting, and swiveillance on an oxe

have

ceplion  basis.  Multicational organizations
developed a number of variants of this strategy
which aceonut for the vauiety of countries to which

proceduras must apply.  That is, a proced

limited in the saonber of situatons to which it
can he applied.  Therefor as organizations oper-
ate in large muabors of conmiries the likelihood of
exceptions and central office overload  increases.
One response which permits the contipuation of
the hureaucratio stesiery of local discretion, of
indirect and impersonal contrel and of overall in-
tegration is the expatiiate general manages.  To-
stead of responding to exceptions while sitting in
the central offices, the tusted manager from the
nationality of ownership asswnes a kev position
in the subsidiary anc managets from the subsidiary
come to central offices  The imrrediate effect is
{o incresse communication chanric) capacity bo-
twoen the center and the subsidiary, aw! to allow
greater local discretion and responsiveness,  ‘The
ultimate efect is that these wanagers can design
iy procedares which achieve a belter Gt betwezn
contral ocon-

Man.

They do not

subsidiary and center interests.  The
tinucs to be impersonal and bureaucratic.
e ers St"(ly t"‘;’C :r' AT and maove Ori.

integrate into the local suhsidiary.

Another variant is the mehile axecnbive and com

pany aiplanes.  One TS, organization has its
Firepesn  headquartexs in London with several
betwee:

compaity  planes  dying  continuously

London and Ewopcan cities in which swhsidiasies
are located. Yach executive spends 7 to 3 days
in another subsidiary. This variant like the pre-
obtains bureaucratic, imperscnal con-

T i = ¢ R
does nct depend on

#dual to

the indis
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integrate into the local culture and hierarchy. It
is this kind of control system which is hypothesized
to characterize National Products.

As for World Wide, it is hypothesized that it
employs a third strategy of control—-control by
That is, the functional behaviors

and/or rules for determining them are learned

socialization.

and internalized by individuals thereby obviating
the need for procedures, hierarchical communica-
tion and surveillance. These mechanisms are re-
dundant because individuals choose to do that
which would have been ordered by the hierarchy
or prescribed by the procedure. In addition in-
dividual problem solving capabilities can be used
to account for local information not available to
central offices, This strategy permits a greater
amount of Jocal discretion while maintaining over-
all integration. It is further hypothesized that in-
ternational transfer and continued

transfer throughout the career are the primary

international

processes for socializing and/or selecting those
who are socialized so as to achieve and maintain
the socialization strategy of control.

The use of socialization as a control strategy
has been articulated several times in different
forms.* However, organizational identification alone
is not sufficient to maintain control. Even if in-
dividuals are willing to choose and execute be-
haviors which are functional for the whole organi-
zation, they are not able to do so when their posi-
tions are embedded in an interdependent network.
They do not have sufficient information to deter-
mine impacts on other positions of the nstwork
It 1is
here that extensive transfer such as undertaken by
World Wide is hypothesized to fill the gap. That

is, transfer can increase knowledge of the network,

which may be affected by their choices.

develop multiple contacts within it and increase
the likelihood that these contacts will be used in
collecting information to support local diserction.
It is this possible contact development, informal
organization development, generation of linking
pins,’ creation of integrators, and information
collection behavior that make transfer distinctive
in this case. These intersubsidiary, subsidiary-
center contacts generate sufficient information to

SuMmMER 1976

permit local discretion in situations of interdepend-
ence. It is this aspect that may prove useful to
organizational designers, particularly for those who
find the organizational socialization aspects to be
distasteful.

We hypothesize that managerial transfer is a
means for designing the information system, the
key information system, of large multinational or-
ganizations. The reason it is the key information
is that it is verbal information. For example, re-
cent research shows that top managers prefer
verbal media for transmitting current, largely external
data as opposed to the written, detailed, but historical
internal information system.”* However, in multi-
national organizations external data enters by
means of a two step communication process.**
The new, strategic, ambiguous and consequential
events that face the organization are perceived in
subsidiaries and then communicated verbally to
the center. It is
access to this verbal information that influences the
distribution of power in organizations.”* For those

But it is still a verbal channel.

interested in decentralizing power in organizations,
the transfer of top management between inter-
dependent units may generate the contacts and
communication to bring about the power shift.
Our point is underlined in Weick’s review of
Mintzberg’s book as follows:
“The point is, in puzzling over the issue
of delegation we may have made too
much of the idea that the problem is
power ecqualization and too little of the
idea that the problem is information
equalization. But it ism’t any old infor-
mation that needs to be equalized. Tt is
the verbal information that richly feeds
into the manager from his information
network.” *#*

To the extent that transfer integrates managers
into these information networks, increases the like-
lihood that they will understand the information,
and equips the manager to overcome biases and
misperceptions connected with verbal data, the
movement of people can be an effective way to
design a verbal information system, promote Jateral
contacts, and permit local decentralized control

and yet maintain overall system integration.
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Thus it is because of the control by socialization

that transfer is Lelieved to “work” for World Wide
and sustain its continued use. The large amount
of trausfer needed to maintain contacts and net-
work knowledge is the reason why World Wide
transfers miore than National in the Jovelopad
world,  This strategy appears 0o be hased on
direct and personal forms of contral. Manageis
Here

again extensive transter allows the Dane going to

are expected to integrate iunto local units.

work in Austria to integrate himself into the Au-
Most of the Austrians will
worked extensively outside of their cwn country

striag  team. have
in central offices and in other subsidiaries, perhaps
even in the Danish subsidiary.  Thus they can
understand and empathize with the newly arrived,
bufter him fiom non-socialized Ausirians, share
contacts and expericnces and in general permit the
cxpatriate to integrate into the decision making
team while the newly amived brings a network
The
managers partially support us in this interpreta-

tion by agrecing that World Wide s in fact more

of contacts which expands that of the team.

decentralized than National.

We still need to He transfer to the hehaviors
that are assumed to support the cocrdination and
that fo-
dividuals will think and hehave differently as

control strategies. We have assumed

result of being transferved. Specitically, we as-

sumed that transfers belhave differently with re-
spect to their information collection behavior., That
is, transferees communicate more often with col-
leagues in other units and have larger networks
To the extent that

the transfers integrate into the nevw uaits, they

of contacts in the other units.

are more likelv to he able to communicate e

tively with those units after leaving them.  They
will be snare open minded, less likely to sterestype
and less likely to evaluate everything in temms of
their own wvalue system. They will have learned
the jargon and/or language of the different units.
All of these factors are to aid the transfer to com-
municate verbally and relate interperseaally  to
people in other wmits of the organization when
these wmits are differentiated or enlturafly different.

Exhibit 4 summarizes our argument,
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EXHIgIT &

Linkage Beiween Persopnel Movement and Structure

Change in
Manadgerial |-
Behavior

International
Transfer

Structural
Effects

Strategic
Structural
Placemaeant

e d

ally we assert that transfer causes (or
selects those who alrcady behave as we suggest )
the informaticn processing  bebavior  described
above, When individuals are strategioally placed
it the sitvacture, the transfor leads to controlled
discretion.

local ihere mav bhe other stiictural

but in decartralizaiion resnlts.

cHeot

onr case

bl

Curvently the authors are continuliig o

with World Wide and National in testing  this
arodel.

We have formulated scveral conclusions, stated
as hypotheses herein, concerning this third and
that

transfer will have a bigger payoff for lirms which

unappreciated category.  We h}"pothosize

have interdependent sulsidiaries. The greater the
neod to coordinate among subsidiavics, the greater
the payoff to a transfer policy. Given a potontial
payoll from iransfer, this potential is best realized
by strategicallv placing the expatriates in coovdi-
nating  positions such as Kuropear  headquartess,
cross subsidiury task ferces, and top levels of local
subsidiaries. The cxpatriates aleo need io be dis-
tributed throughout the varicus subsidiaries to link
the local wnits dnto the network.

We then hypothesized that if cupatviates wese
strategically  placed, the transfer process would
result in decedvalized decision making due pri-
LI

warily to two eftects. First, transfer increases the

degree to which macagors establish attachments

to the organization and bhecowe identified with
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it. The identification results from self-selection
by identified individuals and the continual ac-
culturation which accompanies the entry into new
The effect of identification
is an increase in trust between central and local
units facilitating the process of delegation to the

organization units.

point where the data exist.

The second effect which could result in de-
centralization is that the transfer process creates
an information network, linking subsidiaries to
each other and to the central units, which carries
the crucial verbal information to facilitate local
decision making. That is, local subsidiaries par-
ticipating in cross border movement of products,
joint R & D projects, etc. do not have all the
information which they need to reach optimal de-
cisions for the organization as a whole, But the
transfer policy enables the subsidiary’s manager
to not only identify the information he needs from
other parts of the organization but also provides
the information network through which it can be
obtained. Thus we hypothesize that transfers in
sufficient amounts and strategically placed will
result in more identification with the organization
and in an information network for verbal data.
Both are necessary for decentralized operations.
The authors
have played somewhat of an advocate role in this

A word of caution is now in order.

paper. We felt it necessary because the structural
effects of transfer are little known and often de-
nied. However, transfer may not be an effective
solution for all organizations at all times. Indeed,
we suggested that the practice will be more effec-
tive when subsidiaries are interdependent than
when they are autonomous. In addition, transfer
of the magnitude practiced by World Wide can
only be eflected when there is an international
ideology shared and accepted by sufficient num-
bers of people. Only then will the upwardly
mobile mavnagers want to go and only then will
internationally oriented people be attracted to the
organization.

World Wide also devoted significant resources
to the transfer process and utilized a strong, well-
informed personnel unit to manage it. Without a
sophisticated managerial resource planning unit,

SunmmMeER 1976
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it is doubtful that an effective transfer process will
result, Therefore we suggest that our position be
accepted with the normal healthy skepticism of
the well informed manager. He or she knows that
there are always five or six ways to solve any
problem rather than a single best way. Transfer
as an easily operationalized organization develop-
ment tool should be one of the five or six alter-
natives considered to facilitate coordination and

control in rapidly changing environments.

Conclusions

This exploratory study, undertaken when the
authors were expatriates themselves, was intended
to explain the variation in the amount of transter
undertaken by multinational firms. We have sug-
gested that transfer takes place for many different
but complimentary reasons. Since most of us
think in terms of people and personalities, we have
failed to realize the structural impacts of transfer
Therefore, we have tricd to highlight
these effects.

Specifically, we have classed transfer motives
into three categories. Transfer to fiill positions in
developing countries when qualified local nationals
could not be found. This motive above accounted
for some 60-70% of all transfers. All four organi-
zations used it extensively. In addition, it ac-
counted for a good deal of the variance between
companies correlating with the amount of economic
activity in the developing world. Transfer as part
of the management development process. Multi-
national organization mnot only requires managers
who have worked outside their country of origin
but also provides greater opportunity for promo-
tion. All organizations claimed to be transferring

practices.

people for these reasons. However, when con-
trolling for transfers to fill positions in developing
countries Industry I appeared to transfer for train-
ing alone and only World Wide transferred to
utilize managerial talent independent of mational
origin. Transfer for organizational development or
design. When transfer involves large numbers of
people, includes the top management category and
is combined with strategic placement of the ex-
patriate there are structural effects.
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