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The current financial and economic crisis has negatively underlined the vital role
of multinational companies (MNCs) in our daily lives. The breakdown and crisis of
flagship MNCs, such as Enron, WorldCom, Lehman Brothers, Toyota and General
Motors, does not merely reveal the problems of corporate malfeasance and market
dysfunction. It also raises important questions, both for the public and the academic
community, about the use and misuse of power by MNCs in the wider society, as
well as the exercise of power by key actors within internationally operating firms.
This book examines how issues of power and politics affect MNCs at three different
levels: the macro-level, the meso-level and the micro-level. This wide-ranging analysis shows not only that power matters but also how and why it matters, pointing
to the political interactions of key power holders and actors within the MNC, both
managers and employees.
Christoph Dörrenbächer is Professor of Organizational Design and Behavior in

International Business at the Berlin School of Economics and Law, Berlin.
Mike Geppert is Professor of Comparative International Management and

Organization Studies and Director of the Research Centre for Comparative Studies
on Organizational Learning in International Settings (COLIS) at the University of
Surrey, Guildford.

© in this web service Cambridge University Press

www.cambridge.org

Cambridge University Press
978-0-521-19717-5 - Politics and Power in the Multinational Corporation: The Role of Institutions, Interests
and Identities
Edited by Christoph Dorrenbacher and Mike Geppert
Frontmatter
More information

Politics and Power in
the Multinational
Corporation
The Role of Institutions, Interests and Identities

Edited by

Christoph Dörrenbächer
and

Mike Geppert

© in this web service Cambridge University Press

www.cambridge.org

Cambridge University Press
978-0-521-19717-5 - Politics and Power in the Multinational Corporation: The Role of Institutions, Interests
and Identities
Edited by Christoph Dorrenbacher and Mike Geppert
Frontmatter
More information

c a m b ri d g e u n i v e r si t y pre s s
Cambridge, New York, Melbourne, Madrid, Cape Town,
Singapore, São Paulo, Delhi, Tokyo, Mexico City
Cambridge University Press
The Edinburgh Building, Cambridge CB2 8RU, UK
Published in the United States of America by Cambridge University Press, New York
www.cambridge.org
Information on this title: www.cambridge.org/9780521197175
© Christoph Dörrenbächer and Mike Geppert 2011
This publication is in copyright. Subject to statutory exception
and to the provisions of relevant collective licensing agreements,
no reproduction of any part may take place without the written
permission of Cambridge University Press.
First published 2011
Printed in the United Kingdom at the University Press, Cambridge
A catalogue record for this publication is available from the British Library
Library of Congress Cataloguing in Publication data
Politics and power in the multinational corporation : the role of institutions, interests and
identities / [edited by] Christoph Dörrenbächer, Mike Geppert.
p. cm.
ISBN 978-0-521-19717-5 (hardback)
1. International business enterprises–Political aspects. 2. Corporate power.
I. Dörrenbächer, Christoph, 1961– II. Geppert, Mike. III. Title.
HD2755.5.P637 2011
338.88–dc22
2010051116
ISBN 978-0-521-19717-5 Hardback
Cambridge University Press has no responsibility for the persistence or
accuracy of URLs for external or third-party internet websites referred to in
this publication, and does not guarantee that any content on such websites is,
or will remain, accurate or appropriate.

© in this web service Cambridge University Press

www.cambridge.org

Cambridge University Press
978-0-521-19717-5 - Politics and Power in the Multinational Corporation: The Role of Institutions, Interests
and Identities
Edited by Christoph Dorrenbacher and Mike Geppert
Frontmatter
More information

Contents

List of figures
List of tables
Notes on contributors
Foreword

page viii
ix
x
xvii

Ram Mudambi

Part I

Introduction

1

Politics and power in the multinational corporation: an introduction

3

Mike Geppert and Christoph Dörrenbächer

Part II

Politics and power in MNCs: institutions, social
embeddedness and knowledge

2

Resource dependence and construction, and macro- and
micro-politics in transnational enterprises and alliances: the case
of jet engine manufacturers in Germany

41

Arndt Sorge and Katja Rothe

3

Bargained globalization: employment relations providing robust
“tool kits” for socio-political strategizing in MNCs in Germany

72

Karen Williams and Mike Geppert

4

Bridging roles, social skill and embedded knowing in multinational
organizations

101

Mark Fenton-O’Creevy, Paul Gooderham, Jean-Luc Cerdin and Rune Rønning

v

© in this web service Cambridge University Press

www.cambridge.org

Cambridge University Press
978-0-521-19717-5 - Politics and Power in the Multinational Corporation: The Role of Institutions, Interests
and Identities
Edited by Christoph Dorrenbacher and Mike Geppert
Frontmatter
More information

vi

Contents

Part III

Politics and power in MNCs: headquarters–subsidiary
relations

5

Conflict in headquarters–subsidiary relations: a critical literature
review and new directions

139

Susanne Blazejewski and Florian Becker-Ritterspach

6

Intra-organizational turbulences in multinational corporations

191

Andreas Schotter and Paul W. Beamish

7

Conflicts in headquarters–subsidiary relationships:
headquarters-driven charter losses in foreign subsidiaries

231

Christoph Dörrenbächer and Jens Gammelgaard

8

Headquarters–subsidiary relationships from a social psychological
perspective: how perception gaps concerning the subsidiary’s role
may lead to conflict

255

Stefan Schmid and Andrea Daniel

Part IV

Politics and power in MNCs: role of national identities and
identity work

9

Subsidiary manager socio-political interaction: the impact
of host country culture

283

Christopher Williams

10

Unequal power relations, identity discourse, and cultural distinction
drawing in MNCs

315

Sierk Ybema and Hyunghae Byun

11

National identities in times of organizational globalization: a case
study of Russian managers in two Finnish–Russian organizations

346

Alexei Koveshnikov

12

Contesting social space in the Balkan region: the social dimensions
of a “red” joint venture

380

Mairi Maclean and Graham Hollinshead

© in this web service Cambridge University Press

www.cambridge.org

Cambridge University Press
978-0-521-19717-5 - Politics and Power in the Multinational Corporation: The Role of Institutions, Interests
and Identities
Edited by Christoph Dorrenbacher and Mike Geppert
Frontmatter
More information

vii

Contents

Part V

Conclusions

13

Reflections on the macro-politics of micro-politics

415

Glenn Morgan

Index

© in this web service Cambridge University Press

437

www.cambridge.org

Cambridge University Press
978-0-521-19717-5 - Politics and Power in the Multinational Corporation: The Role of Institutions, Interests
and Identities
Edited by Christoph Dorrenbacher and Mike Geppert
Frontmatter
More information

Figures

3.1
4.1
4.2
4.3
6.1
6.2
6.3
7.1
8.1
8.2
9.1
9.2

Summary of key argumentation
page 86
Different types of organizational knowledge
105
Outcomes of knowledge transfer
107
Outcomes of OSR transfer attempts
124
Phenomenon positioning
193
Research schedule
199
Relationship between subsidiary power and the use of tactics
221
Headquarters–subsidiary interaction in cases of headquarters-driven
charter losses
247
Organizational role theoretical framework
265
Proposed conceptual framework
267
Host country culture, vertical and horizontal socio-political
interaction
296
Proposed model
297

viii

© in this web service Cambridge University Press

www.cambridge.org

Cambridge University Press
978-0-521-19717-5 - Politics and Power in the Multinational Corporation: The Role of Institutions, Interests
and Identities
Edited by Christoph Dorrenbacher and Mike Geppert
Frontmatter
More information

Tables

4.1
5.1
5.2
5.3
6.1
6.2
9.1
9.2
9.3
9.4
9.5
10.1
10.2
10.3
10.4
10.5
11.1

“Transfer” outcomes and roles of key actors
page 125
Levels of conflict in MNC
140
Conflict perspectives on headquarters–subsidiary relations
142
Summary of strengths and weaknesses
172
HQ initiatives directed toward subsidiaries
200
Characteristics of dysfunctional rejection tactics
215
Subsidiary manager socio-political interaction: focal constructs and
questionnaire items
299
Descriptive statistics of main variables (n = 135–150)
301
Linear regression models – vertical vs horizontal interaction scales
302
Linear regression models – vertical socio-political interaction
303
Linear regression models – horizontal socio-political interaction
304
Nationality and positions of interviewees
321
Talk of “cultural difference” in relation to work ethos
325
Talk of “cultural difference” in relation to communication style
332
Talk of “cultural difference” in relation to the superior–subordinate
relationship
335
Talk of “cultural difference” in relation to decision-making styles
338
Struggles: types, main characteristics, main discourses and power
implications
369

ix

© in this web service Cambridge University Press

www.cambridge.org

Cambridge University Press
978-0-521-19717-5 - Politics and Power in the Multinational Corporation: The Role of Institutions, Interests
and Identities
Edited by Christoph Dorrenbacher and Mike Geppert
Frontmatter
More information

Contributors

Paul W. Beamish is Canada Research Chair in International Business at the Richard
Ivey School of Business, University of Western Ontario, Canada. He has authored or
co-authored 49 books, and more than 100 articles or contributed chapters. He has
received best research awards from the Academy of Management, the Academy of
International Business (AIB) and the Administrative Sciences Association of Canada
(ASAC). In 1997 and again in 2003 he was recognized in the Journal of International
Management as one of the top three contributors worldwide to the international strategic management literature in the previous decade. He served as Editor-in-Chief of
Journal of International Business Studies from 1993–97 and is on numerous editorial
boards. He is a fellow of the Royal Society of Canada, Academy of International Business and the Asia Pacific Foundation of Canada.
Florian August Arthur Becker-Ritterspach is Assistant Professor of International
Business and Management at the University of Groningen, the Netherlands and is
co-organizer of the special interest group International Management at the European
Academy of Management (EURAM). Next to knowledge transfer and learning, his
research has focused on issues of power, politics, conflict and intra-firm competition
in multinationals. He has published his work in the Journal of International Management, Management International Review, and Critical Perspectives on International
Business among others, and has recently published a book on transfer and hybridization in multinationals.
Susanne Blazejewski is Professor of Management and Organization at the Alanus University of Arts and Social Sciences, Alfter/Bom, Germany. Her current research interests
focus on conflict and micro-politics in multinational corporations, organizational cultures and practices transfer in international contexts. Her work on conflictual processes
and politics in MNCs has been published in the Journal of World Business, Competition
& Change among others and she has written several books and book chapters.
Hyunghae Byun is a PhD Student in the Department of Culture, Organization and
Management of VU University Amsterdam, the Netherlands, supported by the NWO
Mosaic Grant program. She was born and raised in South Korea but has been living in the
x

© in this web service Cambridge University Press

www.cambridge.org

Cambridge University Press
978-0-521-19717-5 - Politics and Power in the Multinational Corporation: The Role of Institutions, Interests
and Identities
Edited by Christoph Dorrenbacher and Mike Geppert
Frontmatter
More information

xi

Notes on contributors

Netherlands since 1987. This personal background has triggered her interest in intercultural interactions among different national/cultural groups. Since obtaining her master’s
degree in 2001, she has worked on the research project “Japanese–Dutch Encounters in
an Organizational Context,” which was supported by the Netherlands Institute for War
Documentation and VU University Amsterdam. Her PhD research focuses on processes
of identity formation in cross-boundary situations within multinational companies. The
comparative study of intercultural interactions between Japanese and Dutch nationals in
different organizational contexts is the central theme in her research.
Jean-Luc Cerdin is Professor in the Management Department at ESSEC Business
School Paris–Singapore. He has served as a visiting professor at Rutgers University and University of Missouri St-Louis, and is a visiting scholar at Wharton. He
researches, publishes and consults in three primary areas: human resource management in multinational organizations, international assignee management and career
management.
Andrea Daniel studied psychology at the University of Regensburg, Germany before
she joined ESCP Europe, Berlin, Germany. There, she worked as a research assistant
at the Department of International Management and Strategic Management with
Stefan Schmid. Together with Stefan Schmid, she was involved in a research project
on internationalization of top management which was financed by the Bertelsmann
Foundation. Andrea Daniel completed her PhD on perception gaps between headquarters and subsidiary managers in 2009. Since January 2009, she has been working
as a consultant at Bain & Company in Amsterdam and Munich.
Christoph Dörrenbächer is Professor of Organizational Design and Behavior in
International Business at the Berlin School of Economics and Law (Faculty of Business and Economics), Berlin, Germany. Previously he worked as a consultant and
research fellow at various organizations in Germany and abroad, including the Social
Science Research Center, Berlin and the University of Groningen, the Netherlands.
Visiting appointments were with the United Nations Centre on Transnational Corporations (New York), the Central European University (Budapest) and the Manchester
Metropolitan University. He holds a PhD from the Faculty of Social Sciences of the
Free University, Berlin. His current research focus is on knowledge transfer, subsidiary
role development, headquarters–subsidiary relationships and careers in multinational
corporations. He has published widely in renowned international academic journals
including the Journal of World Business, Management International Review, Journal of
International Management, Competition & Change and Personnel Review. He is associate editor of Critical Perspectives on International Business.
Mark Fenton-O’Creevy is Professor of Organizational Behavior at the Open University Business School, UK. He has a long-standing research interest in the cross-national

© in this web service Cambridge University Press

www.cambridge.org

Cambridge University Press
978-0-521-19717-5 - Politics and Power in the Multinational Corporation: The Role of Institutions, Interests
and Identities
Edited by Christoph Dorrenbacher and Mike Geppert
Frontmatter
More information

xii

Notes on contributors

translation of management practices. He is Co-director of the Centre for International Management Practice, Education and Learning, and Director of the Centre for
Practice-Based Professional Learning at the Open University. He received a National
Teaching Fellowship from the UK Higher Education Academy in 2007, and was made
Senior Fellow of the Higher Education Academy in 2010 in recognition of his work
on practice-based learning. Other research is focused on the work, decision-making
and behavior of traders in investment banks. Publications related to the topics of
the book and book chapter have been published in Journal of International Business
Studies, European Journal of International Management, European Journal of Industrial Relations, International Review of Management Studies and Beta: Tidsskrift for
bedriftsokonomi [Scandinavian Journal of Business Research].
Jens Gammelgaard is Associate Professor at the Department of International Economics and Management at Copenhagen Business School, Denmark. He researches
the strategic development of foreign subsidiaries. Furthermore, he has published
within areas such as M&A and knowledge management. He has recent publications in
Journal of World Business, Management International Review, Journal of International
Management, International Journal of Knowledge Management, and Behavioral and
Information Technology. He is a national representative and board member in the
European International Business Academy and is Program Director for the Bachelor
of International Business program at the Copenhagen Business School.
Mike Geppert is Professor of Comparative International Management and Organization Studies, and Director of the Research Centre for Comparative Studies on
Organizational Learning in International Settings (COLIS) at the University of Surrey, Guildford, UK. Since 2010, he has been an elected Board member of the European Group for Organization Studies (EGOS). His most recent research is on crossnational comparisons of management and organization, socio-political issues in
multinational companies and transnational institution building. His work has been
published in books, book chapters and academic journals, such as Human Relations,
Industrial Relations Journal, Journal of International Management, Journal of Management Inquiry, Journal of Management Studies and Organization Studies, reflecting his
multidisciplinary research interests and commitment to interdisciplinary work. He is
currently the leader of an international comparative research project on “Work and
employment relations of European multinational grocery retailers – discounters and
hypermarkets.”
Paul N. Gooderham is Professor of International Management at NHH, the Norwegian School of Economics and Business Administration. He is Director of the GOLD
project which focuses on the role of social capital in enhancing knowledge transfer
within multinational enterprises. He is also Research Director at SNF – the Research
Foundation at NHH – and a visiting professor at Nottingham Business School.

© in this web service Cambridge University Press

www.cambridge.org

Cambridge University Press
978-0-521-19717-5 - Politics and Power in the Multinational Corporation: The Role of Institutions, Interests
and Identities
Edited by Christoph Dorrenbacher and Mike Geppert
Frontmatter
More information

xiii

Notes on contributors

Publications related to the topics of the book and book chapter have been published
in Journal of International Business Studies, Knowledge Management Research & Practice and International Review of Management Studies.
Graham Hollinshead is Reader in International Human Resource Management at the
University of Hertfordshire, UK. He has published widely in the field of international
business and human resource management, including articles in Human Resource
Development International, Human Relations, Journal of World Business, Management
Learning and European Journal of Education. He is also author of a number of successful textbooks, the most recent being Human Resource Management: an International
and Comparative Perspective. He teaches “Managing and Working Across Cultures” on
the MBA program at the University of Hertfordshire Business School and has acted as
a consultant for the German GTZ in upgrading management capacities in Serbia. He
is a fellow of the Chartered Institute of Personnel and Development (CIPD). His current areas of research interest relate to critical management and employment issues in
the off-shoring of financial services and software development.
Alexei Koveshnikov is a doctoral candidate at Hanken School of Economics in Helsinki, Finland. He is writing his dissertation on issues of politicking, power struggles,
trust and legitimacy in multinational companies. His other interests include research
on multinational companies from emerging markets, nationalism and cultural stereotyping in organizations, and critical perspectives on globalization.
Mairi Maclean is Professor of International Management and Organization Studies
at Exeter University Business School, UK. She was previously Professor of International Business at Bristol Business School, UWE, and before that Reader in International Business in the School of Management, Royal Holloway, University of London.
She holds an MA and a PhD from the University of St Andrews and an MBA from
the University of Bath. Her interests include business elites, corporate governance,
business history and comparative organization studies. Her books include Business
Elites and Corporate Governance in France and the UK written with Charles Harvey and Jon Press, and funded by the Leverhulme Trust and Reed Charity; and Economic Management and French Business from de Gaulle to Chirac. She is the author
of four books, and editor of a further four. Recent publications include contributions
to Organization Studies, Human Relations, Business History, Business History Review
and the Sociological Review.
Glenn Morgan is Professor in the Human Resource section at Cardiff Business School,
UK. Prior to this he was based at Warwick Business School. He is one of the editors
of the journal Organization and a Visiting Professor at the International Centre for
Business and Politics, Copenhagen Business School. He is a member of the Executive
Committee of the Society for the Advancement of Socio-Economics (SASE) and has

© in this web service Cambridge University Press

www.cambridge.org

Cambridge University Press
978-0-521-19717-5 - Politics and Power in the Multinational Corporation: The Role of Institutions, Interests
and Identities
Edited by Christoph Dorrenbacher and Mike Geppert
Frontmatter
More information

xiv

Notes on contributors

been one of the convenors of the EGOS Standing Working Group on Comparative
Economic Organization. Recent edited books include The Oxford Handbook of Comparative Institutional Analysis (with Campbell, Crouch, Pedersen and Whitley) and
Images of the Multinational Firm (with Collinson). He has published in a range of
journals on multinationals, globalization, institutional change and more recently on
the regulation and governance of international financial markets.
Rune Rønning is Chief Researcher at AFF (Administrative Research Institute) at
the Norwegian School of Economics and Business Administration. He also has
worked as an organizational consultant for the same organization since 1991. He
holds a doctorate (DMan) in complexity and organizational change from the University of Hertfordshire in the UK. He has a long-standing relationship with the
Tavistock Institute of Human Relations and is a member of A Working Alliance,
a UK network of organizational consultants and researchers. His current interests
include international leadership, social capital and here-and-now consultancy work
with organizations.
Katja Rothe is an organizational sociologist (MA). She was previously a research
fellow at the Social Science Research Center Berlin, Germany in the Internationalization and Organization unit, conducting research on knowledge sharing in organizations, working conditions, and internationalization and L&D. She has also worked as
a self-employed trainer in social skills and organizational development for companies
in the field of further qualification for adults. At the moment she works as a training
manager at the employee academy of a hospital cooperative in Berlin.
Stefan Schmid is Professor of International Management and Strategic Management at ESCP Europe, Berlin, Germany, where he is also head of the department.
He studied business administration in Augsburg, Paris, Oxford and Berlin. Prior
to joining ESCP Europe, he was affiliated with the Catholic University of EichstättIngolstadt, Germany. His research focuses on strategies of internationalization,
headquarters–subsidiary relationships and international corporate governance. His
work has been published in journals such as International Business Review, Management International Review, Thunderbird International Business Review, International Journal of Management Reviews and Marketing Theory. He is also author
of several books and numerous case studies. The textbook Internationales Management (co-authored with Michael Kutschker) is the best-selling textbook in the
German-speaking countries and reached seven editions within nine years. Stefan
Schmid served as Vice President of the International Management Division of the
German Academic Association for Business Research from 2006 to 2008, and was
President from 2008 to 2010. Stefan Schmid teaches in MSc, MBA, PhD and executive education programs and is Academic Dean of the Master in European Business
(MEB) program at ESCP Europe.

© in this web service Cambridge University Press

www.cambridge.org

Cambridge University Press
978-0-521-19717-5 - Politics and Power in the Multinational Corporation: The Role of Institutions, Interests
and Identities
Edited by Christoph Dorrenbacher and Mike Geppert
Frontmatter
More information

xv

Notes on contributors

Andreas Schotter is Assistant Professor of Strategy at the Thunderbird School of
Global Management, Glendale, Arizona USA. His primary research interests are
the management of the MNC headquarters–subsidiary interface, emerging markets, corporate strategic change, global innovation and technology management, the
management of environmental sustainability across borders, and poverty alleviation
in lesser-developed countries through micro-enterprise evolution. His research and
cases have been published in leading academic and practitioner journals. He has
received scholarly and conference awards in recognition of his work. Before embarking on an academic career, he was a senior executive with several multinational
corporations in the automotive, industrial equipment and consumer goods industries. He has lived and worked in Europe, Asia, Australia and North America. As an
entrepreneur, he jointly owned and operated a manufacturing business in Australia
together with a Chinese partner. He has consulted with numerous corporations in
the manufacturing, retail and service industries.
Arndt Sorge is the acting Director of the Internationalization and Organization
unit of WZB (Wissenschaftszentrum Berlin für Sozialforschung, Germany), and
François Sellier Professor of International Business and Management at the University of Groningen, the Netherlands (until the end of 2010). He continues as an
honorary professor at the Faculty of Economics and Social Science, University of
Potsdam, Germany. He has mainly worked in international comparisons of management, organization, human resources, industrial relations and technical change, in
universities or research institutes in the Netherlands, Germany, Britain and France.
He edited the organization section of the International Encyclopedia of Business and
Management and was Editor-in-Chief of Organization Studies. His last individual
book was The Global and the Local. He was made an honorary member of EGOS
(European Group of Organization Studies) in 2010. From an earlier life as a glider
pilot in his youth, and from making maps from aerial photography in the German Federal Army, he has retained a lifelong interest in aviation and aeronautical
engineering, to which he only now came back to with the present paper and others.
With colleagues in several countries, he started ICAROS (International Consortium for Airline Research and Organizational Studies).
Christopher Williams is Assistant Professor of International Business at the Richard
Ivey School of Business, University of Western Ontario, Canada. His research interests include entrepreneurship in international firms, knowledge creation and transfer
in international firms, and offshore outsourcing of knowledge-intensive work. His
work is published in academic journals such as Research Policy, Information Systems
Journal, Journal of World Business, International Business Review, R&D Management,
Journal of International Management and Journal of Interdisciplinary Economics.
Christopher has over two decades of industry experience in international companies including GEC Research, Midland Bank, Informix Software and IMS Health.

© in this web service Cambridge University Press

www.cambridge.org

Cambridge University Press
978-0-521-19717-5 - Politics and Power in the Multinational Corporation: The Role of Institutions, Interests
and Identities
Edited by Christoph Dorrenbacher and Mike Geppert
Frontmatter
More information

xvi

Notes on contributors

His work in industry was mainly in international innovation projects, information
systems and product development.
Karen Williams is Senior Lecturer in Comparative Employment Relations in the
School of Business and Economics, Swansea University, Wales. Her background is in
linguistics (German and French) and international relations. She completed her PhD
on conflict resolution in the German and British manufacturing industry at the University of Surrey. Research interests include the transfer of employment relations strategies
and practices in multinational companies, and the influence of different societal and
organizationally based systems of employment relations on the world of work. She has
worked with Mike Geppert and Dirk Matten on an Anglo-German study of change
management in the engineering industry, which has led to publications in the Journal
of Management Studies, Human Relations and a co-edited book. She is currently part of
an international team researching into the internationalization strategies of food retail
multinational companies in Europe and the effect on working conditions and employment relations, funded by the Hans Böckler Foundation.
Sierk Ybema is Associate Professor in the Department of Culture, Organization and
Management, VU University Amsterdam, the Netherlands. His research centers on
processes of politics, identity and sensemaking, with empirical settings ranging from
amusement parks to newspaper offices and multinational corporations. He has published widely on culture and conflict, relational and temporal identity talk, managerial discourse and “postalgia”, intercultural communications, inter-organizational
relationships, and organizational change and crisis. This work has been published in
such journals as Human Relations, International Journal of Cross-Cultural Management, Organization Studies and Journal of Managerial Psychology. He is co-editor of
Organizational Ethnography: Studying the complexities of everyday life (with Dvora
Yanow, Harry Wels and Frans Kamsteeg) and Organizational Culture (with Dvora
Yanow and Ida Sabelis). He also co-edited a number of Special Issues, one of which
was on Constructing identity in organizations in a 2009 issue in Human Relations. He
has co-organized a number of conferences and sub-themes, including EGOS Upsetting Organizations conference in Amsterdam 2008, and the bi-annual conference on
Organizational Discourse.

© in this web service Cambridge University Press

www.cambridge.org

Cambridge University Press
978-0-521-19717-5 - Politics and Power in the Multinational Corporation: The Role of Institutions, Interests
and Identities
Edited by Christoph Dorrenbacher and Mike Geppert
Frontmatter
More information

Foreword

The MNC as a political organization
Ram Mudambi, Temple University
I will argue that the business firm is properly viewed as a political system and that
viewing the firm as such a system both clarifies conventional economic theories of
the firm and … suggests some ways of dealing with classical problems in the theory
of political systems generally. (March 1962: 663)
Organizations, particularly large ones, are like governments in that they are fundamentally political entities. To understand them, one needs to understand organizational politics … (Pfeffer 1992: 29)

The above quotes exemplify the reality of the functioning of all large and
complex organizations. Large business firms in general and multinational
corporations or companies (MNCs) in particular form a large and important set within this group. Yet most theories aimed at explaining the functioning of business firms, both in strategic management and economics
either ignore the political dimension of the organization, or treat it as an
aberration. In the mainstream literature, the strategy of business firms has
traditionally been accepted to be the creation and maintenance of competitive advantage.
As noted by Mintzberg (1979), the operation of a business firm gives rise to
both cooperation and conflict. Conflicts can arise between owners and managers in the division of the value created by the firm as well as amongst managers in the struggle for power and control rights within the firm. It is this latter
set of conflicts that is the subject of this very topical volume. These conflicts have
been analyzed within two quite disparate perspectives, namely agency theory
and resource dependency theory. Both of these perspectives have been extensively developed in independent literatures. However, while these literatures
have much to offer each other, these links have hitherto been underdeveloped.

xvii
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Foreword

Within the agency perspective, conflict amongst managers has been
framed as one where managers at headquarters are the principals and managers in operating divisions are their agents. It is recognized that MNC subsidiaries pursue their own interests and are not a mechanical instrument of
headquarters’ will. More importantly, “the local interests of the subsidiaries
may not always be aligned with those of the headquarters or the MNC as a
whole” (Nohria and Ghoshal 1994: 492). However, while the agency perspective incorporates autonomous decision-making by subsidiary managers, their
decision-making autonomy may be categorized as discretion in the sense of
Williamson (1996). Headquarters delegates or “loans” decision rights to subsidiary managers, but retains the power of veto, i.e. the ability to overrule any
subsidiary decision.
In contrast, the analysis of power in the management literature has been
based on the basic notion that “power is the ability to get others to do something that they would not otherwise do” (Dahl 1957) and that the successful
exercise of power requires that it be based on a set of “legitimating principles” that are specific to the organization (Weber 1968). This is the basis
of resource dependency theory, which posits that power is (a) based on the
control of resources that are considered strategic within the organization
(Pfeffer and Salancik 1978); and (b) is often expressed in terms of budgetary
and resource allocations (Mudambi and Navarra 2004). Resource dependency theory is externally focused in the sense that “power is held by divisions that are the most important for coping with and solving the critical
problems of the organization that arise from its environment” (Pfeffer and
Salancik 1978). Organizational survival in a competitive environment provides a logical basis for this position, since organizations that fail to address
their critical problems will disappear.
On the basis of the foregoing discussion, it is clear that agency theory
and resource dependency theory are two pillars upon which to understand
decision-making by managers in MNCs. Both these theories find voice in the
constituent chapters of this volume. But the editors of the volume go further,
by recognizing that applying these theories to the MNC requires acknowledging its unique contextual subtleties. These arise from the fact that the MNC
is embedded in multiple local contexts, giving rise both to opportunities and
challenges (Meyer et al. 2011). These local contexts can generate firm-specific
advantages ranging from R&D and marketing-based knowledge (Mudambi
2008) to efficient employee relations (Tüselmann et al. 2006; Williams and
Geppert, this volume).
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The multiple embeddedness perspective (Meyer et al. 2011) provides a cohesive framework to view the three constituent parts of this volume. First, the
strategies and functioning of German MNCs cannot be understood without
recognizing their social embeddedness. Second, ignoring contextual issues,
headquarters–subsidiary relations reduce to a simple conflict between global
(headquarters) versus local (subsidiary) optima. Recognizing the importance of local contexts emphasizes the role of rationalization (Dörrenbächer
and Gammelgaard, this volume) and hence the importance of boundary
spanners (Mudambi and Swift 2009, Schotter and Beamish, this volume).
Third, national identities and home and host country culture are critical
issues underlying MNC political processes and decision-making.
All three sections of this collection provide us with novel approaches
to understanding decision-making within MNCs. Hence they give us new
insights into the functioning of the world’s largest business enterprises.
Philadelphia, Pennsylvania, 2010
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