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What can drive cultural distance close when China Multinational Corporations 

replicate across borders?  

This paper examines how cultural distance affects the replication (reproductive success) of 

Multinational Corporations (MNC) across borders. Drawing on a survey of 289 China MNC 

(CMNC) managers with extensive experience of international assignments, the findings lend 

support to our main hypothesis successful cross-border activity resides in cooperation and the 

transfer of cultural information for the ‘common good’ (shared social-cultural norms, 

reciprocal practice and trust). Fostering a cooperative culture bridges cultural distance, 

suppressing self-regarding concerns, creating greater effect on knowledge transfer, leading to 

cross-border reproductive success. The study, in particular, contributes to the evolutionary state 

of CMNC, as an emerging force among leading economies. Our findings also contribute to 

recent debates on gender and ageism, providing further evidence that female senior managers 

play a no less significant role than their male counterparts, an outcome strengthened once 

experience is accounted for.  

 

Keywords: CMNC, cultural distance, gender, age, cooperation, replication  

  



2 
 

Introduction 

The phenomenal growth in Chinese outward foreign direct investment (OFDI) since the late 

1970s and following its entry to the World Trade Organization (WTO) in 2001 has provoked 

considerable interest among international business scholars (e.g., Buckley, Clegg, Cross, Liu, 

Voss, & Zheng, 2007; Kolstad & Wiig, 2012; Ramamurti & Hillemann, 2018). The OFDI of 

China Multinational Corporations (CMNC) increased more than eight times between the 2005-

2007 average and 2017, accounting for 7.1% of world OFDI in 2017 (Country Fact Sheet, 

UNCTAD 2019). While OFDI is not the only channel of international expansion, it is a key 

factor in understanding the rapid economic growth of CMNC (Child & Rodrigues, 2005; Luo, 

Xue, & Han, 2010) and several of the conditions relate to other East Asia countries, and 

emerging economies more generally. China is not just another emerging economy, it has 

become the world’s second largest economy (Ramamurti & Hillemann, 2018) with a GDP of 

$14 trillion in 2019, it is the largest trading partner for many countries and its GDP is 60% 

larger than the next five largest emerging economies combined (India, Brazil, Russia, Mexico, 

and Indonesia) (IMF Economic Outlook, October 2019). 

Nevertheless, China also confronts a set of challenges, such as at the national policy level, 

the recent ‘trading war’ with USA and, at company level, Huawei (the largest CMNC) is 

enmeshed in political controversy- the ‘security scandal’ that has affected several their 

operational relationships with Western countries. While these issues remain a challenge for 

both CMNC FDI and other collaborative activities, we see that underlying these challenges is 

‘cultural distance’ as it relates to national culture, policy, and hence organizational practices, 

which differ in a systematic way from one society or country to another (Hofstede, 1980, 2001; 

House et al. 2004; Ghemawat, 2017). Empirical evidence shows that cultural distance and cross 
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border replication is inversely related, the greater the distance the higher the level of difficulty 

for the MNC (Ghemawat, 2017).  

Cultural distance represented by the dimension of power distance in Ghemawat’s (2017) is 

concerned with the distribution of power in a society such as the organizational role, manager 

or subordinate (Kaasa et al., 2013). Power distance can surface in the form of perceptions of 

inequality and perceived asymmetry in HQ-SB home-host country relationships (2001) and 

consequently, influence, produce actions and behaviours of groups (MNC) and individuals 

(Elsner & Schwardt, 2015; Koveshnikova, Tienarib, & Piekkaria, 2019). Hofstede’s (2001) 

five cultural dimensions (power distance, individualism, masculinity, uncertainty avoidance 

and long-term orientation) is premised on the idea that national cultures vary in a systematic 

way yet effect how individuals behave as a consequence of being socialized in a society. In this 

paper we focus on Hofstede’s (1980, 2001) cultural dimensions, in particular, the distribution 

of power, the degree of individualism-collectivism, and long-term orientation, though 

masculinity- feminism is also considered.  

Crucially, issues in cultural distance concern successful replication of activities across-

borders, as well as, MNC practices in the home country that is also a multinational society. To 

address these issues requires mechanisms and theoretical frameworks. However, the extant 

literature shows that the theoretical frameworks towards absorbing the difficulty are under-

researched. Consequently, mechanisms in addressing the challenges remain under-explored. 

To fill the gap, this paper draws out a set of mechanisms for testing from the extant literatures, 

as well as from the evolutionary states of CMNC cross-border business activities. In particular, 

the study proposes three sets of distance reducing variables, cross-cultural adaptation, 

engendering trust, and the reciprocation of practices (social exchange). The mechanisms are 
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expected to reduce cultural distance, raising cooperative behaviour as a key factor for inducing 

replication (reproduction success) of CMNC across borders.   

The study contributes to the extant literature from two perspectives. First, recent work on 

the evolutionary behaviour of economic organizations (Johnson, Price, Van & Vugt, 2013; 

Stoelhorst & Richerson, 2013) argues that organizations and institutions have prospered 

because human societies have evolved a capacity for culture and a propensity to cooperate on 

a wide scale with unrelated individuals. We believe that in the dynamics of co-evolving culture 

of human societies, individual interest also emerges to contribute to the welfare of society 

without relying on the benevolence of the individual. Thus, the proposed theoretical framework 

explains cultural distance as a persistent conceptual challenge while social and cultural contexts 

impact individuals differentially, influencing changes in perceptions and attitudes. 

Consequently, in demonstrating how organizations (MNC) have adequate capacity to absorb 

cultural distance, the study, proposes a set of mechanisms related to cooperation and 

reciprocity, the underlying forces reducing cultural distance. Following from prior authors 

(Gupta & Govindarajan, 2000; Andersson, 2015), our analysis also considers the distinction 

between competitive and collaborative HQ-SB and local partner business relationships, which 

either bring success, or dampen knowledge transfer efforts, with respect to the empirical focus. 

We recognize, from the cultural identity perspective, competitive relationships exert an upward 

pressure that increases cultural distance, whereas, cooperative relationships increase the 

intensity of knowledge transfer activity and will reduce distance.  

While cultural distance is also characterised by marked differences such as values, beliefs, 

norms, language, and world views, secondly, the study by proposed mechanisms demonstrates 

how MNC develop effortful and costly approach to cultural distance. The empirical work then 

examines how the mechanisms we propose induce a penchant for cooperation between HQ-SB 
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and partners at the host countries, thus strengthening the evolutionary state of CMNC, as the 

emerging forces of the economy- China. The mechanisms contribute to the debate in the extant 

literature. For instance, we demonstrate that the cultural distance between host country 

subsidiaries or other subunits of an MNC may not be consistent with the distance scores 

obtained through some aggregation process reported in national cultural value surveys such as 

those of Hofstede (1980) and Schwartz (2006).  

Nationals from the same country but located in different host countries behave differently 

to incentives (i.e. to transfer knowledge), depending on managerial mental models and their 

exposure to and experience of variant social settings, which we interpret as social interactions. 

Social interactions by producing adaptive mechanism influence changes in mental models. But 

this critical point is largely omitted in prior studies where scholars generally revealed 

conflicting results among many of the key variables such as motivation, willingness to transfer 

knowledge, and absorptive capacity. We demonstrate that MNC adaptation to the given 

environment enables knowledge integration, implications, and consequently, the adaptative 

efforts by inducing new or updating mental models, induce MNC replication in different 

cultural contexts, whereby reciprocity, trust and cooperation are key drivers.   

The rest of the paper is structured as follows: Section 2 captures theoretical components of 

the proposed model. Section 3 introduces the methods for empirical analysis, including 

methods for the primary data collection. The data collected captures highly experienced 

expatriate managers from the top five largest CMNC while the study aims to contribute to both 

headquarters (HQ) and subsidiary (SB) activity and, in particular, research on global 

competitiveness of emerging MNC. Section 4 presents the results. Section 5 provides 

discussions, contribution highlights, and managerial implications. 
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Theoretical Framework 

Cultural Distance  

Cultural evolution has also led to persistent differences in practices such that cultural variants 

coexist among groups within and across different societies (Boyd & Richerson, 2009). Cultural 

distance measures are generally based on cultural dimension studies such as Hofstede (1980), 

though they have recently received much criticism (Shenkar 2001; Shenkar et al. 2008). 

Following the Uppsala model (Johanson & Wiedersheim-Paul, 1975), the broader view of 

country differences is represented by psychic distance (Drogendijk & Slangen 2006; Dow & 

Larimo 2009) that includes a range of factors such as differences in language, national culture, 

economic development, political systems, education, and geographic distance. These factors 

are assumed to increase uncertainty for managers and the likelihood of misinterpreting 

information, thereby affecting the internationalization decisions made by firms (Blomkvist & 

Drogendijk, 2013) while in prior studies they were regarded as “factors preventing or 

disturbing the flow of information between firms and markets” (Johanson & Wiedersheim-Paul 

1975:308). 

However, from a positive perspective, researchers also provided the CAGE (Cultural, 

Administrative, Geographical, Economic) distance framework (Ghemawat, 2006, 2008) and 

the concept of the ‘global factory’ (Buckley, 2009), which enable MNC to reap the benefits 

from international trade by capitalizing on cross-country differences rather than seeking to 

reduce them. The explanations also relate to outward FDI of CMNC, resource- seeking and 

market-seeking. Indeed, distance, on the one hand, enables benefits and, on the other, presents 

challenges for MNC in establishing leadership positions across international markets. In a 

cooperative culture, for example, MNC may accept a more even distribution of power that 

might be associated with greater independence and self-direction, acknowledgement of equal 
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rights (Ambos & Ambos, 2009; Fong et al., 2013). This then, is likely to be accompanied by 

higher workplace autonomy and more participative decision making.  Crucially, cultural 

distance also poses a set of issues for research, where the critical question is, how do MNC 

evolve by replicating value-adding activities across borders marked by distinct cultural 

differences? To answer the question motivates the study to propose the mechanisms, in what 

follow.   

Cultural Adaptation  

This refers to individuals and groups (subsidiaries and firms) adapt to shared social norms and 

organizational practices in host countries that are deemed more ‘successful’ or ‘prestigious’ 

(Henrich & Gil-White, 2001), adaptation to local cultural traits (Boyd & Richerson, 2009; 

Chudek et al., 2013) and context-biased cues (DiMaggio, 1997; Hoff & Stiglitz, 2016), the 

knowledge and skills specific to local social sittings. When expatriates or MNC are motivated 

to adapt and ‘fit-in’ to the society where they work and reside, it follows that actions induce 

reciprocity, engendering trust across borders where the fostering of a cooperative culture can 

reduce cultural distance. 

 The idea we propose evolves on the thought of the Origin of Species of Darwin (1859) for 

the three necessary conditions for successful adaptation (variety generation, selection, and 

retention) and in his later work: The Descent of Man (1871) recognized that selection forces 

could also apply to cultural information such as social norms and working practices. Our 

conjecture is that self-interest and social regarding concerns and preferences are also subject to 

evolutionary processes, along with other cultural phenomena (ideas, beliefs, knowledge). So 

that the “descent of man” and the associated mental representations, working practices and 

social norms becomes the prospect for a cooperative corporate culture. Then how mental 

models evolve would suggest that perceptions and decisions have strong social determinants, 
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influenced by the individual’s exposure to variant experiences (Ballarino & Regini, 2008; Hoff 

& Stiglitz, 2016) that shape and change people who they are.  

Mental models or decision choice in the given environment also reside with shared system 

or internally consistent system that guides action of members of a group or an organisation (Li 

Liu, & Qian, 2019). While behavior accommodates situation acquired actions and responses to 

be related and fitting into the social setting, the process addresses differences between cultural 

groups and the ‘cultural distance’ of actors (Stahl & Caligiuri, 2005). Adaptation to social 

norms and other cultural information influences categories, preferences, perceptions and 

worldviews – and activate the mental models and behaviours relevant to the situation. Adaption 

shapes individual norms and beliefs, which, according to Hoff and Stiglitz (2016), are subjected 

to social influence. MNC by adopting a prosocial disposition and greater engagement with 

social learning enable cultural norms blended, where expatriations, sharing ideas, hence 

constitute changes in mental models (cognitive frameworks) and behavioural responses to the 

environment, where ultimately, cultural distance might diminish (though increase under certain 

conditions). 

Cultural adaptation in relation to the conjecture ‘cultural mental models’ (Hoff & Stiglitz, 

2016) are influenced by working with host-home (HQ-SB) country workgroups whereby 

expatriates and repatriates’ beliefs, perceptions, decision-choice, narratives, and worldviews 

are subjected to influences of higher/lower power distance and higher/lower individualism. 

Then group variations, for instance, in ‘situated cognition’ and preferences (Oyserman 2011; 

Oyserman et al., 2014; Kohonen, 2008) can create impact, which consequently would affect 

the process with and performance on R&D and knowledge transfer between HQ-SB countries 

in which reciprocal practice (or social exchange) is another significant set of mechanism.  
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Reciprocity 

Reciprocity is a key element in cross-border relationships, it is founded on obligations 

generated through a series of positive social interactions between two or more parties. 

Reciprocity contends that when one person treats another well the reciprocity norm obliges the 

return of favourable treatment (Blau, 1964; Eisenberger et al., 2001). However, diverse 

literatures have shown that reciprocity can solve the cooperation problem only for dyadic 

interactions or frequent interactions in the small numbers’ situation (Nowak & Sigmund, 1998; 

Haley & Fessler, 2005). It, therefore, continually insists challenges for MNC cross-borders, for 

example, Huawei’s ‘security scandal’ and consequently, its political controversy with several 

Western countries, suggest what underlying reciprocity (social exchange) is also trust.  

We defined trust as a psychological state driven by the intention to accept vulnerability 

based upon positive expectations of the intentions or behaviour of another. To engender trust 

in cultural distant countries concerns Hofstede (2001) fifth cultural dimension- ‘long-term 

orientation’ with which, if a national culture is more long-term oriented, accordingly, the MNC 

in the host country also needs to develop a long-term strategic view. This reflects the earlier 

point we raised; from the cultural identity perspective, competitive relationships exert an 

upward pressure that increases cultural distance, whereas, cooperative relationships increase 

the intensity of reciprocal practice, and will reduce distance. Beside which, the essential 

condition is there is a risk of trust (Rousseau, Sitkin, Burt, & Camerer, 1998) that hence is 

perceived as a probability of loss, but also creates an opportunity for trust. The interdependence 

then, brings up the essential- the interests of one party cannot be achieved without reliance 

upon another.   

Thus, reciprocity is costly and effortful (Boyd & Richerson, 2009) and in a reciprocating 

exchange, the cost of cooperating is borne now in return for an uncertain benefit later. This 
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renders the probability of trust that resides with reciprocate cooperation that reduces in the 

detrimental effects such as by non-cooperators (Taylor, 1987; Fehr & Schmidt, 1999; Ostrom, 

1990; Krasnow et al., 2012). So that, reciprocal practice, is neither axiomatic nor inevitable but 

is conditioned such that how culturally transmitted information benefits both parties.  

Now a reciprocal social exchange rests on trust. For which, Rousseau et al. (1998: 394) draw 

attention to several common descriptors such as the "willingness to rely on another”, 

"confident, positive expectations", and “trust is a positive attitude toward others”. These factors 

manifest in the strength of managerial ties and successful resource sharing, which also depend 

on  the correspondence in beliefs, values, and the trust that exists within and between groups 

(Van Knippenberg & Van Leeuwen, 2001; Haas & Cummings, 2015), across national 

boundaries (Vaara et al., 2012) in the corporate relationship within which MNCs engage.  

The forgoing discussions highlight the crucial point that we need to address in order to 

bridge cultural distance. According to Ghemawat (2017: 262), in reciprocal practices the 

challenges facing global leaders, are a set of critical factors: task related complexity, greater 

degree of variety, and interdependence. While the complexity impacts approach to organizing, 

competing, and governing, interdependence is multifaceted in interconnections with the 

external task environment such as multipoint competition and dealing with global clients that 

require globally integrated solutions. MNC engage with relationship-related challenges, 

including transferring knowledge, ideas, best practices, information, talent, and resources. 

Relationships entail social frictions (social difference and drawbacks), which require dynamic 

cross-cultural capabilities (Caligiuri & Tarique, 2012; Ghemawat, 2017: 264).  

Clearly, these task and relationship require physical and psychological mobility. Then 

distance capable MNC and managers adjust their thought patterns and behaviours to more 
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effectively interact with people in adapting to variant situational demands across cultures, 

whereby they develop cooperation.  

Cooperation  

Clearly, cooperation continues to face difficulties and tensions in the global economic 

environment, where growth objectives, competitiveness and profit tend to prevail over social 

processes and objectives for enhancing human capabilities, social values and quality of life 

(Christoforou & Adaman, 2018). Of which a new understanding of economics is a kind of 

gestalt switch which recognises the social embeddedness of the economy, the critical role of 

norms and values in shaping alternative rationalities and subjectivities, and decision-making 

(Christoforou & Adaman, 2018).  Thus, we have proposed the concepts that would have crucial 

implications for the evolutionary states, for instance, China’s ‘one belt-one road’ initiative - 

potentially the largest international enterprise initiative in history that requires cooperation on 

a large-scale, and across national borders involving many countries and national/local 

governments. 

The premise that managers view themselves as belonging to one or several groups (Ambos 

& Ambos, 2009; Kaasa et al., 2013) the family, work colleagues, teams, they are likely to 

subordinate their own interests to those of the groups (Sarala & Vaara, 2010; Zhang et al., 

2014). They will then expect the establishment of rules, regulations and law for dealing with 

potential uncertainties in society. Within such MNC conformism is prevalent, rule-following 

behaviour is expected, responsibilities and obligations are to the group (Ambos & Ambos, 

2009). Thus, reciprocal practice acknowledges its benefits on cooperation such as network 

relations and how it can promote adaptive organizational forms. With trust and reciprocity, 

strong ties are formed through affective relationships. The ties also establish on frequent 

interactions and communication (Ellison et al., 2015; Inkpen & Tsang, 2016), where language 
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skills further play an important role such as in sharing knowledge (Lee et al., 2008; Andersson 

et al., 2015; Dasí et al., 2017). Cooperation represents teamwork, norm following, other 

regarding behaviour rather than self-regarding concerns (Ostrom, 1990, 2000). 

Hitherto, we have highlighted a set of mechanisms: adaptation, reciprocity, trust and 

cooperation, together, they would diminish cultural distance. For instance, high levels of 

cooperation are expected to strengthen relational ties, ease communication, enable openness, 

and increase the willingness to share knowledge, and transfer working practices (Vaara et al., 

2012; Harzing et al., 2016; Heirati & O’Cass, 2016). Reciprocal practices rely on trust, 

contributing to higher levels of cooperation in HQ-SB relationships and increase the 

willingness to share knowledge. Evolving cooperation enables the rapid formation of loose-

structured ephemeral work groups and facilitates more effective response in times of social 

conflict. The converse, low levels of trust and distrust are likely to lead to actions and motives 

being misinterpreted and a lack of confidence in others, factors that could impede cross-border 

activity such as knowledge transfer (Ambos & Ambos, 2009; Cavaliere & Lombardi, 2015; 

Najafi-Tavani et al., 2015). Essentially, the foregoing discussion motivates a set of hypotheses. 

Hypotheses 

Firstly, we postulate that cultural adaptation could reduce cultural distance and address the 

issue of MNC activity replication across-borders. Under such circumstances, MNC adaptation, 

a, to commonly shared social norms, cultural traits, and valuable organizational practices in a 

given social environment is expected to moderate cultural distance, d:  

                𝑑" = 𝑎"	 + 𝜀" ,             (1) 

where a value change in	𝑑, as illustrated in Equation 2, depends on the input components, p, of 

𝑎, and 𝜀 that represents other effects:  
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    𝑎" = 𝑎"() +
)

)(*
𝜀"             (2) 

So, cultural distance, 𝑑,  may be alleviated while a value-change in d is influenced by operator, 

𝑝, as the coefficients of variables related to, a, adaptation: 

               𝑑" = 𝑝𝑑"() + (1 − 𝑝)𝑎"() + 𝜀"	,           (3) 

The above suggests that although cultural dimensions are apparent in differences such as in 

the distribution of power distance among HQ-SB and business partners in the host country, 

cultural distance can be reduced through adaptation, for instance, if power distance is achieved 

through the spread of culturally transmitted information such as ideas, beliefs, values, social 

norms (Henrich, 2004; Hoff & Stiglitz, 2016), ‘best practices’ (Szulanski, 1996) with 

adaptation, consequently, would increase the reciprocal practices of one group with other 

groups.  

Thus, we presume, the adaptive, a, mechanism increases reciprocity, r, and the effect of the 

mechanism starts with: 

                                             𝑎" = 𝑎"() + 𝑝";                                                              (4) 

                                             𝑟" = 𝑟"() + 𝑝",                                                                (5) 

where the adaptive, a, mechanism increases reciprocity, r, and together, they induce the 

correlative effect on the state of cultural distance, d: 

                                  𝑑"23 − 𝑟" = 41 − 𝑝35(𝑎"() − 𝑟"()) + 𝜀"
6,3.                    (6) 

where, the crucial r is also subjected to the effects of micro-level factors such as individual 

attitudes, motivation, and preferences, which relate to cultural adaptation, a, that that through 

social learning develope shared mental frameworks, common interests, and so forth. 
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Hypothesis 1: Adaptation to the local cultural environment by strengthening reciprocal 

practices reduce cultural distance between the CMNC home and host country. 

Equation 4 and 5 show that adaptation and reciprocity are correlative factors, which, by 

forming a cointegrating regression function positively influence the behavioral disposition for 

cooperation, c, expressed as 

      𝑐" − 𝑝𝑐"() = 𝑎" + 𝑐" − 𝑝(𝑎"() + 𝑟"()) = 𝑎" − 𝑝𝑐"() + 𝜀",              (7)               

Now we expect cooperation, c, to increase and positively impact HQ-SB relationships, as well 

as, external stakeholder relations, e.g., customers, suppliers, and the network of partners,  

     𝑐" = 𝛿𝑐"() + (1 − 𝑝) + 𝑐"()𝑝"
:,6,                   (8) 

From Equation 8, the emergent cooperation, c, is dependent on how the cointegrating 

mechanisms; adaptation, a, and reciprocity, r, function, which reduce cultural distance, d, and 

raise cooperative culture. Thus cooperation, c, resides with the operator, 𝑝"
:,6 

                                 Δ𝑐" = (1 − 𝛿)(𝑟"() − 𝑎"()) + 𝑝"
:,6	.        (9) 

where a value-change in ∆𝑐, is due to a value- change in the operator, 𝑝.  

While cooperative culture encourages individual contributions to knowledge sharing within 

the CMNC and with stakeholders in the host countries, the reciprocal practices, together, would 

induce reproduction success, w, of the CMNC across borders. Then the regression function, 

expressed as: adaptation would bring up cooperative norms, increasing the chance of 

replication, w,  

  ∆𝑓4𝑤",?5 = 𝛼 + 𝜂𝑟",? + 𝛿𝑐 + 𝛽𝑏",? + 𝛾𝑎",? + 𝑒"	.       (10) 
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where 𝜂 is the coefficient of r, reciprocity, 𝛿 is the coefficient of cooperation, 𝑐, and b is an 

indicator of other factors, a denotes adaptation related regressors, and e is the unobserved error 

term. Together, they inform the second hypothesis:  

Hypothesis 2: Cooperation creates a significant positive impact on MNC cross-border 

activities, thereby increasing the reproductive success of the MNC. 

Now the discussion in Equation 10 has brought out the indicator, b, which by capturing 

issues in the literature debate consider the impact of age, gender, and experience. While these 

issues may affect cross-border replication and organizational performance, we predict that 

senior (aged) managers may in ways have greater ability to contribute to MNC replication 

cross-borders.  

Recent research has shown that age diversity, not unlike gender and ethnicity, has 

implication for the performance of individuals and firms. Some studies have found a positive 

relationship between age and performance while others have found the relationship to be 

negative (Kunze et al., 2011). Ageism (or age bias) (Kooij et al., 2010; Kunze, 2011), it is 

argued, has shown that older employees can have a beneficial effect on firm productivity 

because of their experience, loyalty, morale and work-ethic compared to younger workers. 

Equally, it is argued by that older workers have less technical knowledge, lower levels of 

creativity, lower innovativeness, are less flexible, and are less motivated to acquire new 

knowledge, or take up new ideas. To this end, we predict:  

Hypothesis 3: Significant influences on MNC reproductive success across-borders could 

also reside with age and gender differences of the internationally mobile population within 

the MNC. 
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Methods 

Sample and data collection  

The study is progressed with an empirical investigation by drawing on survey data from five 

very large CMNC, Haier, Huawei, Lenovo, Tencent, Skyworth, of which the first four are on 

the Fortune Global 500 list and Skyworth is on the Fortune China 500. Sample populations are 

managers (CEO, MD, mid-manager, and other professionals- R&D developers) directly 

involved either R&D projects or managing them for knowledge transfer between HQ-SB and 

business partners in the host countries. Clearly, the sample population was targeted at subjects 

who had extensive expatriate experience and had at least one or more years expatriation 

experience. Among the sample population, 210 are currently working at the HQ in China and 

79 are employed in SB from among more than 40 countries, including Asia the UK/other EU/ 

European but non-EU countries, African countries and North/ South America. The survey 

approach adopted was in line with the common technique considered by other scholarly 

empirical studies (Andersson et al., 2015; Lee et al., 2004; Mitchell et al., 2001). 

The sample selection techniques followed from published work in related areas (Andersson 

et al., 2015; Lee et al., 2004; Mitchell et al., 2001; Tabachnick & Fidell 2013). The 

questionnaire distribution was administered using snowball sampling (Tabachnick & Fidell 

2013; Andersson et al., 2015) that consistently roll cross-sessions (different companies and 

countries) for over a two-years- period of time during 2018 – 2019, including initial 20 

interviews at both HQ (China) and SB (the UK) though interview data is excluded in this paper.   

Data collection strategies were developed across two stages: in the first, one of the authors 

had dialogue with senior personnel in Human Resource Departments and middle and senior 

managers located over 20 areas both in China and the UK, so that both MNC HQ-SB were 

visited in Guangzhou, Shenzhen, Wuhan, Manchester, Lincoln, London, Manchester, and other 
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cities through which meetings discussed data distribution opportunities and subject contact 

addresses. In the second stage, data collection and data entry included completed 

questionnaires from 289 managers drawn from over 700 questionnaires distributed. The rest 

were either not returned or were returned incomplete. Both the researcher and HRM sectors of 

the participating CMNC were involved in questionnaire distribution and collection.  

Dependent variables  

Sutton’s (2004, 2012) work on auto-component supply chains in China and India draws 

attention to the substantial variations that exist in working practices across geographically 

dispersed subunits, and these variations persist over time. In thinking about culture in terms of 

resources and practices, the means rather than societal level end values (Weber & Dacin, 2011), 

we considered cultural distance between MNC subunits which had become a meaningful 

concept, even among geographically distributed workgroups where Chinese nationals 

predominate. In order to understand how the motivation to transfer knowledge varies according 

to cultural distance, we bring the dependent variables- the endogenous that had accounted for 

cultural distance based on Hofstede’s (1980, 2001), as defined earlier. Then the dependent 

variable of replication was represented by the mean value of the combined variables, capturing 

units of knowledge transfer or R&D projects, accounted for by the number and those reported 

by respondents as successfully developed or implemented in the host country or related 

markets. 

Independent variables  

The independent - exogenous variables, include adaptation (cultural information transmission, 

sharing social norms, adaptation to variant groups cultural traits and valuable organizational 

practices). Then the reciprocal practice (social exchange) includes the disposition for sharing 

knowledge, strengthening network ties, honesty, rule following behaviour, motivation for 
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teamwork, as modelled. Further, cooperative norms and language skills are considered to 

reduce cultural distance.  

Control variables  

Based on the economic literature and norm phycology, we controlled for variables of gender 

and age (Kooij et al., 2010; Kunze, Boehm, & Bruch, 2011) while demographic variables also 

accommodated the subsidiaries’ country of location, employee demographic characteristics, 

given the recent issues raised and the composition of male and female in the enterprise, their 

age, education and contribution, and issues in managerial evolution- number, years of 

operation- history, and number of employees.  

Insert Table 1 here 

Data consistency tests  

With Likert-type scales in the questionnaire survey, we conducted reliability tests (see Table 

2-3), examining the data internal consistency that is, whether different items can reliably and 

consistently measure the same variable in different situations (Field, 2013; Tabachnick & 

Fidell, 2013). The Variance-Inflation Factor (VIF) achieved more than 1.27, and the 

collinearity tolerance ranges from 0.31 to 0.79, this is consistent with the general requirements 

designed to identify “excessive multi-collinearity” (Hair et al., 2011; O'Brien, 2007). 

Cronbach’s Alpha coefficient is often applied to test the reliability level of scales. The higher 

level of Alpha, 0.89, and lower Alpha, 0.79 indicates the higher level of reliability while the 

generally accepted level of reliability is greater than 0.70 (Field, 2013). Overall, reliability tests 

revealed that the variation and consistency measures had achieved the required data reliability.  

Insert Table 2 & 3 Here 



19 
 

Hypotheses test techniques  

The hypotheses testing deployed three stages of studies. Firstly, it captured variation analysis 

using all samples by which the data generally revealed how both HQ and SB with experiential 

paths had reflected how they had been adapting to the host cultural political and economic 

environments, where how their dispositions of reciprocal practice are developed, and hence 

how cultural distance in their perceptions had been reduced in degrees cross-borders. For 

example, managers drawn from China, India, and the UK reveal the variance and correlations, 

where multiple components are all significant at the 0.001 level (p < 0.001, N=298, df = 8, for 

nine regions). 

Secondly, the independent sample t-test compared the means of cultural distance (in Table 

2) between HQ and SB groups of managers and R&D developers drawing on data from CMNC 

operating in host markets for over 11 years (though many had more than 15 years by the time 

of data collection). Thirdly, based on MNC relatively strong competitive and successful 

competitions in the host countries, the study sought to identity how replication across borders 

had been successful, using the endogenous (dependent) variable based on successful transfers 

of knowledge units and expatriate R&D projects.  

Thirdly, the data profiles reflect MNC experience and success in cross-sectional and 

longitudinal operations. The subsidiaries in different levels demonstrated how they had been 

well-established while data collection had recorded their years of history, successful states and 

size (enterprise employees) in the host countries. Thus, the final analysis used Structural 

Equation Models (SEM) by which we sought evidence in the predicted relationships among 

multiple sets of properties. The tests by SEM, using endogenous, exogenous variables, 

considered latent variables, captured mediating effects and control variables (Baron & Kenny, 

1986), as well as error terms.  
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Results 

Cultural adaptation and cultural distance  

The preliminary test results (in Table 3) from overall CMNC groups tests revealed significant 

differences in perceptions of power distribution among overall countries where CMNC operate. 

In using different country pairs, the results reveal the cultural-dimension measures, for 

example, the SB in the UK, perceive lower levels of cultural distance than those group in the 

HQ in China. The differences, in relation to dispositions of cultural adaptation, would suggest 

that groups of SB by their greater exposures to diverse culture in the host country may have 

developed greater dispositions of adaptation to the host environment, where they, therefore, 

experience lessened cultural distance, compared with managers located in home country, 

China.  

Insert Table 4  

The results (in Table 4) reveal that cultural distance is reduced (negative coefficients) in 

relation to variables associated with adaptation to cultural norms, language skills and 

cooperation. All these variables make a positive contribution such as by increased values in 

adaptation, reciprocal practice, and cooperation, which moderate the effects of cultural 

distance. Where the model fit by the likelihood achieved Chi-square = 954.532, Degrees of 

freedom = 21, and Probability level = .000. The results support the first hypothesis. 

Replication across borders 

The results (in Table 5) reveal significant effects on replication that is represented by successful 

units of knowledge transfer or number of successful R&D projects. The exogenous variables 

of cooperation include having self-direction as well as motivation for serving collective goals 

and interests of CMNC and business partners. Where cultural adaptation takes into account a 
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set of variables (cultural information transmission, sharing social norms, adaptation to variant 

groups cultural traits and valuable organizational practice) and reciprocal practice captures 

variables (sharing knowledge, trust, honesty) and cooperation (rule following behaviour, 

strengthening network ties, motivation for teamwork). Where the likelihood achieved Chi-

square = 685.411, Degrees of freedom = 81, and Probability level = .000. The results (in Figure 

1) reveal that general fitness index (GFI) coefficient is .731, average (AGFI) coefficient is .634 

and PGFI .536 and the model significance is at the level of p < .000. The significant estimates 

suggest that cooperation and adaptation to the local culture and environment significantly 

reduce cultural distance and increases the value in CMNC cross-border replication. The results 

support the second hypothesis.  

Insert Table 5 and 

Figure 1 Here 

Table 5 further reveal results of cultural distance in relation to the control variables of which 

women are more evenly distributed on these variables than men (comparatively lower standard 

deviations). The results of Model Fit reveal that the correlation value (-.10), suggesting that 

cultural distance is reduced. Although the mean score for the male group is relatively higher 

than the female group, both gender groups make significant contribution to CMNC cross-

border replication of activities. Moreover, senior managers with incremental working 

experience in host countries significantly induce greater weights for mediating negative effect 

of cultural distance, enhancing knowledge transfer. Cooperation, adaptation and reciprocal 

practice increase reproductive success for which senior (age) managers and women play an 

equal and stronger role. The results support the third hypothesis. 
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Discussion 

By focusing on CMNC evolutionary states the study examined the impact of cultural distance 

on their replication across borders. The results show, in general, there is an inverse relationship 

between cultural distance and cultural adaptation, where CMNC replication with respect to 

knowledge transfer increases. The findings suggest that large perceived cultural differences 

can be reconciled with the moderating effect of cooperation by noting how individuals uncover 

and recover cultures through their capacity to adapt to a broad range of social/cultural norms. 

Managers, regardless of gender and age difference, create cross-cultural competences, which 

function affectively in culturally diverse environments. 

Theoretical Contribution  

The study contributes to the extant literature in the fields of economics and international 

business by examining the impact of cultural distance. Prior studies recognize that the rapid 

internationalization of CMNC have been many and varied, ranging from natural resources-

seeking OFDI, home country institutional factors (Buckley et al., 2007), stage of CMNC 

development (many ‘infant’ CMNC), and liberal global context for internationalization. China 

government created advantages in producing economic and political leverage both at home and 

in host countries (Ramamurti & Hilleman, 2018), and investments in capabilities that greatly 

improved the competitiveness of CMNCs (Sutton, 2012). Yet challenges for CMNC in relation 

to their cultural and political distance are under researched. Our study advances extant theory 

(Elsner & Schwardt, 2015; Knoedler & Schneider, 2010) while the important result of the study 

is that cultural integration can have a positive effect on situations where perceptions of national 

cultural differences are large. This is supported by the proposed mechanisms which confirms 

that the disposition to cooperate, language ability, and adaptation to local cultural norms have 

a moderating effect on cultural distance.  
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The findings also advance Hofstede’s (1980, 2001) studies, which show concerns of the 

measurement of individual perceptions within a country which could then be compared with 

the scores obtained from samples of individuals drawn from different countries. In our study, 

managers involved in relationships where we also make a comparison between country pairs 

(e.g., China-India, China-USA). We also considered control variables and mediating effects 

while promising variants could be based on specific and observable leadership and managerial 

qualities or beliefs, attitudes, and values inherent within good working practices in either home 

or host country subsidiaries and significantly impact cross-border knowledge transfer 

activities. We further examine cultural distance at the micro level in relation to adaptation and 

cooperation, which reveals the mutual dependence and strength of HQ-SB relationships with 

their counterparts in different host country settings.  

With respect to the economic literature, the proposed variables address cultural distance and 

the results of the study reveal that the variables of adaptation and reciprocal practice engender 

trust, create a positive impact on MNC cross-border replication, where asymmetries in cultural 

distance create asymmetries in the willingness of managers to engage in knowledge transfer 

activities. Given the complexity of international environments and the inherent 

multidimensionality of international operations, the findings of the study in several ways 

seemingly contradict other work that has applied the reciprocity norm (Rhoades & Eisenberger, 

2002: Kawai & Strange, 2014), though it should be borne in mind that prior research has tended 

to focus on social encounters characterized by repeated interactions between the same small 

groups of individuals. This does not necessarily extend to the replication as is the case with 

MNC. In contrast, the diverse range of communities and sub-cultures encountered in the 

knowledge transfer literature would suggest that social interactions largely take place between 

weakly related individuals (low incidence of reciprocal relationships).  
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An evolutionary account of cooperation gives greater to weight to individual (MNC) 

motivations and dispositions to deal with norms and how they acquire new behaviours. 

Therefore, rather than maintain numerous reciprocal relationships, which is effortful and 

costly, it may be more beneficial to direct MNC’s adaptation efforts towards engendering trust 

and the cultivation of norms prevalent in their social groups.  

Implications  

In considering the internationalization of China, we pointed out that knowledge transfer 

embedded in one location and replicated in another benefits both parties only to the extent that 

parties can collectively act to coordinate costly to develop knowledge transfer activity. The 

dilemma is compounded once we recognize that transfer activity is conducted across a milieu 

of heterogeneous cultural contexts. MNC managers enculturated in different social settings will 

have different beliefs, preferences, and worldviews and understandably, these differences 

differentially impact the frequency and content of the knowledge transferred, posing challenges 

also for future research, with implications for institutional policy choice, as noted by prior 

studies (e.g., Sindzingre, 2015). While distance is to some extent mitigated, further, we found 

that gender difference does not produce significant differences in knowledge transfer activities 

and in leadership among HQ-SB and local business partners.  

Prior studies (Sutton, 2012) found that age and experience had a mixed effect on outcomes 

such that the effective transfer of working practices might favour experienced managers 

whereas the transfer of IT-related skills may favour a younger age group. While Sutton (2012: 

94) provides an example of a successful change in hiring practices in a subsidiary of an Indian 

MNC where 20 young people, recruited in a workforce of “predominantly middle-aged men” 

increased the “effectiveness of following good working practices”. In contrary, we find that in 
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our population ranges (four scales) senior (two upper scales, aged sample population) managers 

are stronger in raising replication, reproductivity of cross-border CMNC activity.  

Conclusion 

CMNC, not dissimilar to many other emerging economy MNC, have invested heavily in 

capability building in order to compete more effectively in the host country markets of 

developed economies and other emerging economies. We drew attention to some of the 

challenges in cultural distance that affect MNC replication across borders. Our findings suggest 

that cooperation, reciprocal practices, and norm following can lessen some of the disadvantages 

of distance. Self-directed action and autonomy foster a team spirit, improving morale and group 

cohesiveness. MNC replication can be induced in an environment that can foster a cooperative 

social context, that suppresses self-regarding concerns, and supports a culture where MNC and 

other managers identify with the values of the host communities.      
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Table 1 Sample Summary: Five Largest CMNC Location Clusters in Major 
Regions/Countries (N=289) 
 

Case Processing Summary N Marginal 
Percentage 

Location of the subsidiary   
 China 82 28.40% 
 India 53 18.30% 
 Other Asian countries 52 18.00% 
 UK 13 4.50% 
 EU countries 33 11.40% 
 Non-EU European countries 7 2.40% 
 USA 20 6.90% 
 African countries 26 9.00% 
 South American countries 3 1.00% 
Valid  289 100.00% 
Missing  0  
Total  289  
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Table 2 Cronbach’s Alpha coefficients of scales (N= 289) 
 

Survey scale data Number of 
items 

Cronbach’s 
Alpha 

Cultural distance 8 .851 
Factors of adaptation/reciprocity/trust  9 .792 
Knowledge transfer/Replication  7 .898 
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Table 3 Data variation among HQ- SB of CMNC in nine world regions/countries (N=289) 
 

Sum of 
Squares 

Mean 
Square 

F sd t-value p-value 

Cultural distance measures       
Power distance  534.537 267.268 157.019*** 1.754 1.343 0.180* 
Masculinity/ feminise 498.618 249.309 161.662*** 1.653 2.167 0.031** 
Individualism  517.61 258.805 227.226*** 1.515 2.558 0.011*** 
Uncertainty avoidance 546.843 273.421 277.496*** 1.804 2.997 0.003***  

Adaptive variables       
Rule following behaviour 332.105 166.052 96.467*** 1.589 1.603 0.110** 

  Sharing social norms  623.559 311.779 200.497*** 1.580 4.262 0.000*** 
Cooperation/Reciprocity  428.751 214.376 131.665*** 1.822 4.307 0.000 

 
Where t-value and p-value are based on paired samples of host-home countries 
*significance of correlation at the level of 10%,  
**significance of correlation at the level of 5%,  
*** significance of correlation at the level of 1%. 
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Table 4.  Effects of Cultural Distance: SEM Analysis  
 

   Estimate S.E. C.R. P 
P6Q7 <--- P2AQ1 .101 .043 2.339 .019 
P6Q7 <--- P2AQ3 -.126 .064 -1.959 .050 
P6Q7 <--- P2AQ4 -.495 .062 -8.018 .000 
P6Q7 <--- P2AQ5 -.017 .081 -.212 .832 
P6Q7 <--- P2AQ6 .090 .093 .959 .337 
P6Q7 <--- P2AQ7 -.459 .052 -8.849 .000 
P6Q7 <--- P2AQ8 .451 .092 4.904 .000 
P6Q7 <--- KT .002 .001 2.325 .020 
KT <--- P6Q7 -13.184 3.372 -3.910 .000 
 
Where P6Q7= Perceived cultural distance; P2AQ1= power distance; P2AQ2 =individualism; 
P2AQ3= masculinity; P2AQ4 =uncertainty avoidance; P2AQ5=long-term orientation;  
P2BQ6= rule following; P2AQ7= sharing social norms/cultural traits;  
P2AQ8= adaptation to variant groups/ valuable organizational practice 
KT= knowledge transfer and successful R&D of MNC in host countries.  
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  Table 5.  SEM Model Test and Fit Summary 
 

Fit summery X2 RMR GFI AGFI PGFI RMR 

 685.
41 .559 .731 .634 .536 .559 

   Estimate S.E. C.R. P 
Control <--- Distance -.002 .007 -.346 .730 
P2BQ6  <--- Control .489 .234 2.093 .036 
P2BQ5  <--- Control .202 .248 .811 .417 
P3Q10  <--- Control .586 .450 1.302 .193 
P2AQ2 <--- Distance 1.000    
P2AQ3 <--- Distance .955 .032 29.565 .000 
P2AQ4 <--- Distance .910 .051 17.693 .000 
P2AQ7 <--- Distance .542 .056 9.649 .000 
P2AQ8  <--- Distance .899 .036 24.908 .000 
Operation years  <--- Distance -.089 .042 -2.143 .032 
P6Q7 <--- P2BQ5 -.132 .067 -1.968 .049 
P6Q7 <--- P2CQ9 (Norms)  .245 .075 3.294 .000 
P6Q7 <--- P2BQ6 .041 .079 .516 .606 
P6Q7 <--- P3Q10 .378 .038 9.910 .000 
P6Q7 <--- P3Q7(Language) .241 .037 6.577 .000 
Manager year in SB <--- Control 3.125 1.167 2.677 .000 
Gender <--- Control .059 .079 .745 .456 
Age <--- Control 1.597 .381 4.189 .000 
Model:      

NPAR CMI df P CMIN 
32 734.0 88 0.00 8.342  

.559 .731 .634 .536 
 

Where P6Q7= perceived cultural distance 
P2AQ2(power) 
P2AQ3(individualism) 
P2AQ4(masculinity) 
P2AQ7(uncertainty voidance) 
P2AQ8 (long term orientation) 
P2BQ6 (cultural adaptation) 
P2BQ5 (reciprocal practice) 
P3Q10 (adaption to local traits/culture) 
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Figure 1. SEM Test: CMNC Replication Cross-Borders 

 
The model fit better in 200 bootstrap samples. 
Testing the null hypothesis that the model is correct,  
Bollen-Stine bootstrap p = .005 


