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1. Introduction

In the last three decades, the concept of a workplace has undergone drastic changes driven
by computer-mediated communication (CMC), destroying the paradigm of industrial
economy, according to which productive assets can only be reached and utilised in a reserved
and separated place (factory, office). CMC demonstrates new flexibility in terms of the
location of work, especially for knowledge workers, certain industries, multinational
enterprises (MNE), and provides significant advantages for both employers and employees.
CMC has also changed the way of communication in the conventional, face-to-face team,
where nowadays their interactions are based on the combination of personal communication
and computer and electronic media (email, phone, video conference). In parallel with the
transformation of conventional team interaction, CMC, on which virtual team
communication and collaboration are predominantly based, has facilitated the emergence of
remote or virtual work.

Virtual teamwork rewrites our knowledge about organizational behaviour, and has
fundamentally changed the way of collaboration, knowledge sharing, decision making and
the leader and follower relationship. The workplace is an important social space for personal
relationships, which formulates company culture, social capital, and common identity. The
virtual team construct has put all this knowledge and learning into a new perspective.

The virtual team required new competencies to help overcome physical boundaries and
support new way of collaboration (Eisenberg and Mattarelli, 2017; Kunte, Bhattacharya and
Neelam, 2020). The competencies required for virtual teams’ operation is one of the most
interesting questions for scholars. The increase of the degree of virtuality calls for newer and
newer competencies on leader and team member levels in order to reach a stage of
collaboration that is similar to that of conventional teams (Hertel, Geister and Konradt,
2005). Scholars do agree that the change in the workplace significantly influences the
development and functioning of social capital (Jensen and Meckling, 1976; Tallman et al.,
2004; Harvey, Novicevic and Garrison, 2005; Ariani, 2012) but surprisingly limited research
examined this problem territory holistically. Although previous, conventional face-to-face
team research outlines the importance of social capital and the current virtual team’s
literature defines this problem territory, no clear conceptual model is supported by empirical
studies. This dissertation targets this knowledge gap, that the virtual teamwork rewrote the

way of collaboration since it fundamentally changed the formulation and development of
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social capital. Our aim is a new conceptual model of virtual team collaboration, which takes
the main crux of virtual teams into consideration. As only one discipline is not able to answer
this question, we applied a transdisciplinary approach in the creation of the model.
Based on current literature we collected the main domains of the virtual team regarding
international management, and we used these as a starting point of the dissertation.

— Virtual team represents a new norm of a workplace especially for MNEs (Harvey,
Novicevic and Garrison, 2005; Eisenberg and Mattarelli, 2017; Wei, Thurasamy and
Popa, 2018; Toro, Elguezabal and Anacabe, 2020; Zakaria and Mohd Yusof, 2020;
Schmidt and Santamaria-Alvarez, 2021; Shaik, Makhecha and Gouda, 2021), the
global economic background is investigated in chapter 2.

— Virtual team states an indisputable competitive advantage for enterprises (Porter,
2000; Coro and Grandinetti, 2001; Weimann et al., 2013; Gunawan, Jacob and
Duysters, 2016; Coletti and Landoni, 2018; Nestle et al., 2019) which accelerated its
spread in the last decade.

— Since virtual teams are a new phenomenon, they have attracted the interest of
scholars in recent years. The rapidly growing number of publications starts from
different approaches. Based on literature review we conclude that there is no
consensus in the definition of a virtual team, which may cause a potential definition
bias in research. Chapter 3 explores this gap and restructures current literature with
a special focus on regional virtual teams (cluster organizations).

— Virtual team in MNEs provides a great access to human capital and incorporate
members with different culture (Jarvenpaa and Leidner, 1998; Chudoba et al., 2005;
Harvey, Novicevic and Garrison, 2005; Davison et al., 2017; Roehling, 2017).

— Scholars describes MNEs’ virtual teams as an inter-cultural organization; however,
systematic field studies that demonstrate this cultural diversity on each hierarchical
level of organization are still missing. Chapter 4 targets this gap.

— The change of human capital and the structure of the organization transmutes the
structural and relational dimensions of social capital in MNESs virtual team (Harvey,
Novicevic and Garrison, 2005; Petter, Barber and Barber, 2019; Sheng and
Hartmann, 2019).

- Trust is one of the most investigated phenomena related to a virtual team, but — based
on a literature review in Chapter 4 —a fundamental literature gap was observed in the

trust and control relations of ill-structured and well-structured processes.
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Trust is a fundamental mediator of the successful operation of a virtual team but does
not answer all the changes of social capital. On the other hand, limited empirical
studies deal with the mediators of successful collaboration and relationships beyond
trust (Gilson et al., 2015).

Psychological empowerment, which is one of the most significant mediators and
catalysts of collaboration, knowledge sharing, and decision making has attracted
significant attention in both academic research and practitioners of conventional
face-to-face teams, but very few empirical studies investigated it in virtual teams
(Chapter 5).

Virtual team is associated with isolation (Kirkman et al., 2002; Ambos et al., 2016;
Prasad, DeRosa and Beyerlein, 2017; Zoonen van and Hoeven ter, 2021) therefore
developing collective company culture, beliefs, values and required behaviour is
more difficult than in a face-to-face team.

Social narrative study is a growing topic in psychology and social science in the
creation and development of personal and collective identity, but surprisingly limited
research applies on the corporate level in the development of socialization in the
organization for formulating the social identity and company culture on both

individual and collective levels (Chapter 6).

This dissertation is addressed to have a comprehensive understanding of structural and

relational social capital transformation in cross-cultural virtual teams and to create the

new conceptual model of collaboration in virtual teams from the international business

strategic point of view. As the virtual team is a huge topic, in the first part of the

introduction we briefly explain how we narrowed down the problem territory to a

concrete, well-defined space and why we selected MNEs as a representative sample of

virtual team research.

1.1.

Problem space: The development and the definition of virtual team

CMC provided the technological background of the development of a virtual team and three

economic factors accelerated the spread of this phenomenon. The financial pressure after the

2008-2009 global credit crisis encouraged all organizations to reduce the operational cost

(personal, equipment, workplace cost), and improved financial efficiency. A virtual team

fulfils these expectations on each level of working capital (Franke and Luthje, 2003;

Horwitz, Bravington and Silvis, 2006; Kunte, Bhattacharya and Neelam, 2020). A better

access to the required resources especially to the human resources is the second factor
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accelerating the spread of virtual teams, which is beneficial for employers and employees as
well. The employer becomes attractive to talents who are geographically dispersed and
ensures a ‘work around the clock’ (Breuer, Hiiffmeier and Hertel, 2016) and better proximity
to local markets. A virtual team offers more flexibility to location and a better time control
for employees, which makes this form attractive to them (Hertel, Geister and Konradt, 2005;
Horwitz, Bravington and Silvis, 2006). The global pandemic in 2020 was the third factor,
when the prevention of humanitarian disasters forced all companies and educational
institutions to operate remotely temporarily. This period confirmed that the majority of the
companies are ready for virtual work, and virtual teams are a good alternative or complement
to conventional, face-to-face teams. These factors accelerated the transformation and virtual
teams are the new norm for many companies and industries.

The definition of a virtual team is not homogenous, as different organizational forms and
formulations lead to remote working. One, collectively accepted definition does not exist,
which leads to many biases in results and conclusions in empirical research (Hertel, Geister
and Konradt, 2005; Cousins, Robey and Zigurs, 2007; Gilson et al., 2015). The definition of
a virtual team and related organizational forms (hybrid team, cluster organization etc.) is
formulating dynamically, the current team forms are not the final ones, due to the highly
turbinating influence of external economic and internal organizational factors.

Scholars” minimal consensus that a virtual team (1) consists of minimum two persons (2)
collaborating and coordinating their work remotely (3) to accomplish a common goal. There
IS no consensus regarding personal meetings, it not a requirement that all members work
virtually, the minimum agreement is that (4) at least one team member works geographically
dislocated (Kirkman et al., 2002; Martins, Gilson and Maynard, 2004; Hertel, Geister and
Konradt, 2005; Gilson et al., 2015; Gibbs, Sivunen and Boyraz, 2017).

In order to prevent research bias, we narrowed down our research territory to NMEs. MNEs
have a robust advantage of virtual teams by eliminating the region or country-based entities
by cross-border multicultural virtual teams (Germain and McGuire, 2014; Appio et al.,
2017). Scholar approach virtual team as a manifestation of the remote working which
manifests in two typical organizational forms. The global virtual team is the first most
investigated organizational manifestation of the virtual work. The cluster organization began
to develop rapidly and is spreading more and more worldwide. In this dissertation cross-
cultural cross-border virtual teams is the research territory: the global virtual teams (GVT)

and regional cluster as well.



1.2.  Problem territory mapping: geographic distance and isolation result

in changes in social capital

According to Coleman Social capital theory, capital resides in the social structure of
relationships between people. While human capital is the skills and knowledge of people,
social capital represents the capital coming from the relation among people (Coleman, 1988).
Trust, reliability of the environment and authority is critical for the development of social
capital (Coleman, 1990), as this is a capital which is consciously created by the person
(Coleman, 1990). ). If we would like to use the analogy to financial capital, it means that the
individuals and their connections constitute capital resources. Strong communities originate
from strong social bonding among team members and social capital may increase integrity
in teams (Tzanakis, 2011) and this capital can be utilized via personal relations only
(Anheier, Gerhards and Romo, 1995).

Social capital has three dimensions: structural, relational, and cognitive social capital. The
structural dimension “concerns the properties of the social system and of the network of
relations as a whole...inheres in the relations between persons and among persons.”
(Nahapiet and Goshal, 1998, p. 244). Appropriable organization, network tribes and network
configuration are the building blocks of a structural dimension. The relational dimension is
predicted by trust, norms, obligations, and identification, as this dimension describes the
personal relations people develop with each other through interactions. The cognitive
dimension specifies the vision or the collective goals of the organization via shared narrative.
These three dimensions are highly interrelated (Nahapiet and Goshal, 1998) but prior studies
posited that the dimensions have independent operation as well. We do agree with Nahapiet
and Goshal’s opinion, and we used this interrelated element of social capital in our research,
which investigates the connection of the three dimensions and their impact on each other in
a virtual team.

Social capital has a great literature among the conventional face-to-face team studies and a
very interesting topic for virtual team researchers as well, as the change of the workplace
may influence the dimensions of social capital (Jensen and Meckling, 1976; Tallman et al.,
2004; Harvey, Novicevic and Garrison, 2005). Each dimension of the social capital impacts
knowledge sharing in virtual team (Petter, Barber and Barber, 2019). Social capital affects
many factors in virtual team, relationships, interactions, connections, integrity and sense of

community and it development can be effected by these factors (Widjaja et al., 2017).



Organic development of the social capital seems to be hampered in a virtual team, due to the
lack of personal relationships (Harvey, Novicevic and Garrison, 2005).

Literature finds that the geographic distance results changes in the social capital of virtual
team compare to the conventional teams and the social distance may negatively influence

the each dimensions of social capital (Sheng and Hartmann, 2019).

PROBLEM:
Social capital change in VIRTUAL multi-cultural team

Globalization[ Beliefs and values Concepts i‘,_,BEhaV"Of'l
TENTATIVE PROBLEM SOLVING

; | Cultural | Organisationa ]
Human Capltal lobalization gdiVerSit Role of trust Social narraitve |
F-INDINGS

Transculturalism Empowerment Collective identity

CONCEPTUAL MODEL OF MULTI-CULTURAL VIRTUAL TEAM

Figure 1.1 Concept map of dissertation's problem territory

In the introduction we will briefly explain the theoretical background of each domain
appointed in our concept map (Figure 1.1) and lead the reader through our journey. We
started our journey with the deeper understanding of the impact of globalization on human
capital since human capital represents the economic value of the human skills and knowledge
operated by social relationships.

1.2.1. Globalization’s impact on human capital
Since we selected MNEs as a research area, the first step was to understand, based on current
literature, what the main motivation, driving force and the consequence of globalization are,
and its impact on human capital. The International CAPM (Capital Asset Pricing Model)
clearly proved that, compared to domestic enterprises, international enterprises are
motivated to diversify their risk and enter the international market to minimize systematic

risks. The International portfolio theory concluded that globalization is driven by risk
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mitigation and portfolio diversification, which provide a greater security for MNE than a
purely domestic one (Moffett, Stonehill and Eiteman, 2015). Risk mitigation originates from
two reasons: (1) reaching major consumer markets of the goods of the enterprise and (2)
better access to the resources.

Nowadays, better access to human capital and knowledge seeking is the leading reason for
multinational operation. According to Machlup's definition, human capital is an "increased
productive capacity of persons”(Williams and Machlup, 1985, p. 419), manifested in the
skills and knowledge of individuals. According to the Human capital theory, an employer is
able to develop human capital by education and training (Baker et al., 1997). On the other
hand, human capital is a multi-dimensional domain what we investigate in Chapter 2 in
details. Human capital includes physical and mental abilities of the skills. As literature
clearly states, skills themselves are not enough, the combination of skills and the willingness
of sharing knowledge are critical to the effective capitalization of human resources.

CMC accelerated globalization and raised it to a new level, creating cross-border
multicultural virtual teams, where the sustainability of collaboration highly belongs to the
willingness of collaboration and knowledge sharing, especially to sharing tacit knowledge
(Levin and Cross, 2004; Falconer, 2006; Sheng and Hartmann, 2019).

Polanyi conceptualized human knowledge as it stands in an explicit and a tacit dimension,;
and individuals cannot verbalize tacit knowledge easily (Polanyi, 1966). The transpersonal
process, when people intensively learn from each other and formulate the community of
practice together (Pyrko, Dorfler and Eden, 2017) can be threatened by cultural differences
and virtuality. Davenport and Prusak’s (1998) defined it as a justified personal belief that
increases an individual's capacity. Based on this approach, knowledge is a commercial
product, a resource for the firm or organization, and human capital (Davenport and Prusak,
1998).

The development of human capital is indeed a fundamental tool in the hands of MNEs to
enrich the skills of the team members, but these efforts will not have the desired impact if

they are not able to address cross-cultural differences.

1.2.2. Cultural globalization’s effect on collaboration and knowledge sharing
Globalization, working for a global company influences individuals, employees who are
working in a multicultural environment and the cultural differences, or the lack of
understanding cultural differences may reduce or block collaboration and knowledge

sharing, especially tacit knowledge. Cultural differences slow down or even block the
7



development of trust and reduce the willingness of sharing tacit knowledge. These facts
made cultural globalization an important domain for the formulation of our conceptual
model.

Each country has a different culture, education, institutions, regulations etc. which have
confronted enterprises with a new risk arising from human capital. In order to mitigate the
risks of globalization on human capital, new managerial skills and competence, and
infrastructure are needed. The successful global operation is a real cultural shift in attitude
and cooperation which affects everyday practices and has long-term consequences and
importance.

Employees of multinational companies are influenced by the diversification of human
capital. Without moving to a different country, individuals work together with different
cultures, without being ready for managing this diversity. Even in the global ages, all cultures
consist of their own prejudices, dogmas, convictions, and beliefs, which manifest on the
subconscious level of the individuals. Since this is not conscious in the participants, it can
often manifest itself in incomprehensible and hidden disagreements or stereotypes. Although
MNEs apply trainings to educate employees about cultural differences, they manifest in a
hidden way destroying trust, and slowing down or preventing knowledge sharing and
collectively. The main learning of the investigation of this domain was that only one
discipline is not able to answer the problem of a cross-cultural virtual team, and we
approached our research with a transdisciplinary method, which is explained in the Method
part of the introduction.

The second learning of the literature review was that a cross-cultural virtual team is ill-
functioning without trust, which navigates us to the next domain, such as trust in a virtual

team.

1.2.3. Trust and role of the trust in virtual team

Trust and trusting relationships are a central value of social capital. Trust has a dynamic
impact on building social capital and the exchange of knowledge (Davenport and Prusak,
1998).

The multicultural virtual team represents a high level of complexity and isolation for team
members (Kirkman et al., 2002; Ambos et al., 2016; Prasad, DeRosa and Beyerlein, 2017;
Zoonen van and Hoeven ter, 2021). Because of this, it is difficult to build trust in a virtual
environment. This is the reason why a significant part of the virtual team literature deals

with the measurement of the trust domain (Adya, Temple and Hepburn, 2015; lorio and
8



Taylor, 2015; Margaryan et al., 2015; Henderson, Stackman and Lindekilde, 2016; Paul,
Drake and Liang, 2016; Collins et al., 2017; Widjaja et al., 2017; Davison et al., 2017; Petter,
Barber and Barber, 2019; Villena, Choi and Revilla, 2019; Hao, Yang and Shi, 2019;
Kauffmann and Carmi, 2019; Nestle et al., 2019).

Most researchers value trust as a multidimensional, complex, and abstract phenomenon, and
use Mayer’s (1995) definition as trust is "the willingness of a party to be vulnerable. Trusting
relationships lead to greater knowledge exchange”(Mayer, Davis and Schoorman, 1995, p.
712). We prepared a systematic literature review (see Method part of the introduction) where
we learnt that although trust is the most investigated topic of a virtual team:

1) Research among university students were overrepresented.

2) Very limited study investigates the concept of a virtual team, and the definition of a
virtual team is not clear. This gap motivates us to step here and prepare a
conceptualization of the regional virtual teams based on a comprehensive literature
review (Chapter 3).

3) As we explained earlier, MNEs’ virtual team is a culturally diverse team, but
empirical studies do not confirm this diversity on the different levels of the
organizational hierarchy.

Built on this literature gap we prepared a data analysis to confirm this preposition.

Literature discusses different ways to conceptualize and measure trust in a virtual team, but
currently we did not find an empirical study about the trust and control in a virtual team. We
targeted this literate gap as a next step in the formulation of the conceptual model. The aim
was to measure which part of the processes and behaviours are covered by internal control
and define the gap for un-regulated components of processes where trust exclusively leads

the behaviour of the team members (Chapter 4).

1.2.4. Go beyond trust: psychological empowerment in virtual team
The trust describes the “leader-follower relationship or, more precisely, how the follower
understands the nature of the relationship™ (Ferrin and Dirks, 2002, p. 612). This definition
of trust underpinned our finding that the leader-follower relation changes in a virtual team,
and it persuaded us to alter our model, as trust itself is not enough to describe the leader-
follower relationship. Trust is a fundamental building block in a virtual team, but we went
further to identify the key predictors of collaboration and relationships beyond trust, which
cover and lead the controlled and uncontrolled (trust based) processes as well. Based on the

systematic literature review, we selected psychological empowerment which describes the
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employees' perceptions of the ability to influence the environment (Zimmerman, 1995).
Empowerment according to Ford (1995) gives autonomy to the individual on the lowest level
of the organization, where knowledge to make decisions is available. Empowerment is a
critical factor in a virtual team, where the leader is not always available, and the right level
of empowerment accelerates processes and improves effectiveness. We aimed to investigate
psychological empowerment and its predictors such as sense of community, psychological
climate, and position in hierarchy. As we realized from the literature review, the long-term
effect of isolation on the predictors of psychological empowerment is a rarely studied area
in a virtual team. Our empirical study seeks the answer to how strong or weak the perception
of psychological empowerment of the members of GVT is, and how the predictors change

due to separation (Chapter 5).

1.2.5. Social narrative contribution to collective identity building and common
values

As discussed earlier, the cognitive dimension of social capital is specified in the vision or
the collective goals of the organization via shared narrative. Our starting point was Luhman’s
social system theory (1995), which defined the social system as a self-producing or
autopoietic system of communications, where the persons or groups influence each other via
their narratives. Shiller (2021) steps further and he speaks about narrative economy where
the narratives have fundamental impacts on actors’ behaviour and economy. Social narrative
is a rising territory of science, which evaluates the impact on the mind-set and behaviour of
individuals and teams. Our research question was, how the mission and vision statement of
MNEs can fulfil this function and create a memorable, credible story about team values and
influence common beliefs and culture. We used the method of the social narrative theory to

understand how communication creates a cohesion in the social identity of a virtual team.

1.3. Research approach and methodology
The fundamental result of the literature review was that structural changes of social capital
take place in a virtual team itself, and each component of this problem territory is complex
and based on one discipline we are not be able to create our conceptual model.
With the development of human knowledge, the disciplines became more and more
fragmented and new disciplines were created, further accelerating the growth and
development of global knowledge. This fragmentation leads to more and more complexity

in science and an increasing demand for collaboration among disciplines to solve problems.
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Multidisciplinarity brought a basic solution for this problem when each affected discipline
investigates one piece of the whole problem territory and works parallel on a solution. In
this problem solving process each discipline stays within their borders, and the solution is
not always integrated or the integration of the solutions requires additional efforts
(Nicolescu, 2010). Interdisciplinarity is a transfer of knowledge from one discipline to the
other (Bernstein, 2015) which provides a solution for the mother-disciplines problem with
the method of other disciplines. In this fast-moving ambiguous, complex world, the concept
of transdisciplinarity focuses on a fundamental feature of reality, on different levels and
dimensions of reality, and on what he calls the logic of the included middle (Nicolescu,
2002). While multidisciplinarity collects items from different disciplines without the
synthesis of knowledge, "transdisciplinarity identifies with new knowledge about what is
between, across, and beyond disciplines" (Bernstein, 2015, p. 6). The goal of
transdisciplinarity is to understand the present world — and the closest one to real-life
experience - where the central imperative is the unity of knowledge. Transdisciplinarity
applies to the disciplines across the different disciplines, and beyond all disciplines
simultaneously. There is no opposition between disciplinary (including multidisciplinarity
and interdisciplinarity) and transdisciplinarity, but there is instead a fertile complementarity
(Nicolescu, 2010).

In our decades, knowledge is manufactured at unprecedented speeds by hundreds of media
channels, by social media, digital communication, it has become significantly harder (or
impossible) to know everything. “The problem of knowledge itself as the foundation of
civilization and the basis of communication both inside and out of the academy could
provide a starting point for a transdisciplinary viewpoint that would unite the humanities,
social sciences, physical sciences, biological and psychological sciences, and more in
creating a fresh and integrative approach to knowledge” (Bernstein, 2015, p. 12).

The age of globalization, especially the way how it is produced and how knowledge is kept
within the organization, reflects the importance of transdisciplinarity. Knowledge
management and practices in a virtual world is a specialized area of transdisciplinarity. It is
not the change of technology that requires transdisciplinarity, but the new modes of
communication enabled by global connectivity, which led to new social structures, new
vocabularies, systems of etiquette, and provide a contact between persons who could never

have crossed their paths before.
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Not only the access to knowledge and the way of communication changed in the digital
society but also the way of knowledge generation. As multinational enterprises maximize
the benefit of diversification, local firms become part of the global community where
common knowledge is generated. This is a real cultural shift in attitude and cooperation
which affects everyday practices and has long-term consequences. Globalization in the
digital ages transforms social behaviour and influences cultures. The picture will become
more complicated if we introduce the problem of multiculturalism into the picture and bring
the networked knowledge into organizations research, including different culture and
culture’s influence on people’s behaviour which makes a virtual team interesting for
transdisciplinary researchers.

In order to define the relevant and significant gap in current science we applied a systematic
literature review to select the most relevant keywords to our studies. As scholars have
minimal consensus regarding the definition of a virtual team, we used ’virtual team’ ’cluster
team’ keywords to cover the whole problem space, with ’knowledge sharing’, ‘social
capital’, ‘trust’, ‘collaboration’. We selected papers from highly ranked (Q1) peer-reviewed
journals, using the Boolean (AND) search of the selected keywords in the Scopus database
based on the rank of Scimago Journal & Country Rank database.

We ran three quantitative studies during the study period. The first quantitative research aim
was to prove and confirm cultural diversity on the different levels of the organizational
hierarchy and group seniority. We analysed 495 managers' data (location, nationality, level
of seniority, department) to confirm that MNEs are a multicultural phenomenon.

In the second quantitative research our target was to confirm that trust is a critical moderator
of the successful collaboration of a virtual team. Literature discusses different ways to
conceptualize and measure trust in a virtual team, but currently we did not find empirical
study of trust and control in a virtual team. We targeted this literate gap as a next step for the
formulation of the conceptual model. Here we faced a methodological problem whether trust
is a measurable phenomenon or not. Two main approaches concern trust measurement. One
part of scholars sees trust as a measurable phenomenon by measuring the components of
trust to quantify components (Ferrin and Dirks, 2002; Dunn and Schweitzer, 2005; McEvily
and Tortoriello, 2011). The other part of scholars sees that trust is not measurable. Our
approach was closer to the second opinion, and we measured the inverse part of trust:

controls in a virtual team.
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The third quantitative research was a questionnaire conducted among the knowledge workers
of GVT. We used a validated questionnaire with a 7-scale Likert scale from 1, "strongly
disagree," to 7, "strongly agree" to measure virtual team members’ perception of
psychological empowerment, sense of community and psychological climate.

Ensuring generalizability in research was an important element of the research approach. We
drew a methodological conclusion from literature review that the research on trust in the
virtual team among university student teams was overrepresented (approximately 60% of
studies). Although student teams are an excellent ‘laboratory’ of collaboration measurement,
students are in the early phase of socialisation (Powell, Piccoli and Ives, 2004). This is
confirmed by a case when the most effective leadership style was different in the virtual
teams of enterprises from that of student teams (Gibbs, Sivunen and Boyraz, 2017). Thus,
the application of the student-team results for multinational enterprises requires caution and
secondary research. To avoid this methodological bias, we aim to select one company that
resembles the broader population of MNEs. Our research was run in a global MNE. The
selected company operates in more than 50 countries, with subsidiaries in 4 regions and 13
virtual organisations. This geographic structure is one of the most representative among
MNEs worldwide: one global virtual team forms the global strategy and 13 cross-border
clusters are unified under regional governance. Due to the large size of the samples, among
the knowledge workers, the high response rate and representative geographic coverage may

make the broadly applicable results.

1.4, Research questions and hypotheses

Prior conventional team research outlines the importance of social capital, and the current
virtual team’s literature defines this problem territory as well, but no clear conceptual model
is supported by empirical studies. The aim of the dissertation was to prepare a new
conceptual model of collaboration in cross-cultural virtual teams with respect to changes in
social capital compared to face-to-face teams. Virtual teams rewrite our knowledge about
organizational behaviour and international leadership, our conclusion was that we can only
understand it through a synthesis of disciplines and a holistic methodology.

After certifying the existence of the problem space, we narrowed down the research
questions to understand the main domains and specify a space that may represent an original
and relevant territory for academics and practitioners.

We appointed five research questions as the primary goals of the dissertation.
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1) Is remote work a new manifestation of the workplace or just a narrow area for some
businesses?
2) Does remote work require new competencies and roles due to the transformation of
social capital in virtual team?

3) What is the role of trust in virtual teams?

4) What are the fundamental mediators of collaboration in virtual teams beyond trust?

5) How to embed the required values into the corporate narrative?
Based on the nature of applied transdisciplinary methodology the formulated five hypotheses
included quantitative and qualitative research.
Hypothesis 1: Virtual work in MNEs is the new norm of the workplace may represent
competitive advantage and is associated with cultural diversity
Hypothesis 2: Virtual work in MNEs changes social capital and due to these changes, a
virtual team needs new competencies and roles on team member and team leader levels and
requires the reinterpretation of global management theory.
Hypothesis 3: The combination of trust and internal control is critical for minimizing non-
systematic risks. However, trust itself is not enough to compensate the impact of virtuality
on collaboration.
Hypothesis 4: Psychological empowerment with its predictors is one of the most significant
mediators of collaboration in a virtual team.
Hypothesis 5: The organizational mission statement may support the development of
socialization in the virtual organization for the formulation of social identity and company

culture on both individual and collective levels.

1.5. Papers included and their contribution to conceptual model

The next five chapters of the dissertation present our publications, the formulation of the
new conceptual model of the collaboration in a multicultural virtual team. The papers are
built on each other and the knowledge of a paper may influence the starting point for the
next one. Thanks to this approach, the reader can see them as one narrative to describe the
change of social capital in a virtual team. Obviously, each paper is an independent
publication, and all of them have a concrete aim and a well-defined problem territory is
targeted by them.

In the first paper (Chapter 2). Understanding the human capital development: diversification
of multinational enterprises (Hoffmann and Barcskai, 2019) we investigate the impact of
globalization on international risk management, how MNEs mitigate their operation risk by
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entering a new market, but simultaneously increase their country risk coming from the low
awareness of the different cultures of the markets. Globalization has a significant impact on
human capital as working for multicultural MNEs requires different knowledge and skills.
Based on the literature review we provide an overview of the main challenges of knowledge
sharing and trust in this environment. We review inter-, multi-, and transculturalism domains
from an international management point of view.

The second paper of the dissertation (Chapter 3), the Cluster organization: we do not know
where we play (Hoffmann and Barcskai, 2020 (b)) deals with the definition problem of
regional virtual teams. Scholars appointed this literature gap related to the structural
dimension of social capital, but — since the formulation of virtual teams is an ongoing process
—there is no clear definition of this operational form. Based on a systematic literature review
we collect and structure the cluster operational models as a manifestation of the regional,
cross-cultural virtual teams. We created a three dimension-based conceptual model of these
organizational forms based on Time frame, Territory and Way of collaboration. We applied
this systematic literature review to define the literature gap for the next step in our journey:
the concepts of virtual team collaboration, trust and controls.

The third paper of the dissertation (Chapter 4) Does Trust matter? Role of the trust on
collaboration in virtual team (Hoffmann and Baracskai, 2020 (a)) targets a great territory of
the knowledge gap to investigate how the structural and relational dimension of social capital
change in a virtual team, and how MNE can mitigate the operational risk resulting from these
changes. Can trust or control contribute to this mitigation? The first part of the paper
confirms the structural change and diversity of the virtual team by the analysis of employee
data of MNE. The second part of the paper investigates the role of trust and internal control
and their impact in a virtual organization. The result of the statistical analysis shows that a
virtual team requires new competencies and behaviour, especially in the leader and follower
relation. Trust is an important element of successful collaboration, but we have to go beyond
trust to compensate for all the changes of social capital. Empowerment seemed to be a good
direction to answer these challenges.

The fourth paper (Chapter 5) Investigating predictors and mediators of psychological
empowerment in Global Virtual Team: an empirical study among hybrid and virtual team
members (Hoffmann, Baracskai, under review) utilized the result of the previous paper and
narrowed down the moderators of collaboration and knowledge sharing to psychological

empowerment. Our starting point was that the most effective way to streamline all processes
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is to give the right level of autonomy to each level of the virtual team, which improves
effectiveness, increases competitiveness and — from employees’ perspective — motivates
employees and contributes to their job satisfaction and supports employee retention. Since
virtual work is associated with isolation which may threaten the predictors of empowerment,
we investigated this domain holistically, including psychological climate, sense of
community and position.

This paper is unique from a methodological point of view as we divided the study group to
fully virtual and partially virtual participants. Thanks to this separation we could investigate
our model in both communities. This part of the paper answers the dilemma of organization
strategy, whether we can observe any difference between virtual and hybrid teams.

The fifth paper (Chapter 6) Role of mission statement in creating collective identity and
embedding trust and collaboration in organizational narrative (Hoffmann and Barcskai,
2022) focuses on the cognitive dimension of social capital. Social narrative is interesting
from two points of view. The first reason is that social narrative is a tool to influence
collective beliefs and values in the organization and a critical contributor to the company
culture formulation. Secondly, social narrative is the leading element of cognitive social
capital. We analyzed (with a qualitative research method) companies’ mission and vision
statements to evaluate how these statements contribute to collective identity building,
common mind-set, and the common values of the community. The paper was a pioneer in
corporate narrative analysis applying a social narrative analysis method and drawing the
attention to a new future research territory.

Based on the five papers we finalized our conceptual model of the key attribute of virtual

team, what we explain in the Conclusion (Chapter 7).
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2. Understanding the human capital development: diversification of

multinational enterprises

Congress paper:

Hoffmann, P. and Baracskai Z? (2020) Understanding the human capital development:
diversification of multinational enterprises. In: Muslim, 1., Ana, A., Darko, D. (2020):
Economic and Social Development (Book of Proceedings): 37th International Scientific
Conference on Economic and Social Development: "Socio Economic Problems of
Sustainable Development”, (2019, pp. 1128-1134).

Author information (for the time when the research was conducted):
1.Széchenyi University, Gydr, Hungary
2.Széchenyi University, Gydr, Hungary

Abstract

The cooperation of multicultural teams is an organic phenomenon of globalized work.
Multicultural team ill-functioning without trust. In the absence of trust, dialog and
community of practice are ponderous. Nevertheless, when two cultures meet, the distrust is
an involuntary reaction. Encounter and collision of cultures are present in the age of
globalization, but the methodology of a single discipline is not able to describe and solve the
emerging issues. Transdisciplinary approach (go beyond the disciplinary boundaries) and
the reconceptualization of knowledge help to understand the operation of this phenomenon
and provide the solution.

To operate on the foreign market means a significant risk (cultural differences, asymmetric
information between domestic and foreign-based labor, lack of transparency, foreign
exchange risks, political risks, corporate governance differences). However, to minimize the
cost of capital and systematic risk, to maximize the market access and to achieve diverse
global human capital mean an enormous advantage for multinational enterprises compare to
the local one. Each foreign country has a unique culture, history, and the institutional practice
is different. Multinational management requires an understanding of these differences. The
limited knowledge of the decision makers influences cooperation and creates a high risk of

the operation. The cultural understanding and connection are crucial for knowledge
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management, especially how produced and how to keep within the organization, reflects the
importance of trust.

The benefits of international portfolio diversification are intelligible, but on the other hand,
the effect on the human capital is not unequivocally. When the primary aim is the cost
optimization, the international enterprises must provide sufficient tools to increase the
productivity of the human capital and keep their knowledge in the organization, but if they

do not invest significantly to the development further, it makes them vulnerable.

Keywords: diversification, globalization, human capital, multinational team, culture

2.1. Introduction

In the last three decades, a significant change was observed in the world financial and
economic model. As the market became more complex, and the global landscape changes,
all stakeholders face a challenging environment. If companies operate in only their home
market, they have limited (and more expensive) access to different resources. The companies
are motivated to move foreign markets to minimize their cost of capital and maximize their
market (Shapiro, 1978). While the cost of the production of the internationally active
enterprises decreased, at the same time, the systematic risk increased (Causevic, 2017).
The benefits of international portfolio diversification are intelligible, but the effect on the
individual human capital is not unequivocally. These changes in the global trends influence
individuals who are employees of the multinational companies. Each foreign country has a
unique culture, history, and the institutional practice is different. The international
enterprises have to provide sufficient tools to multinational management to understand these
differences. The limited knowledge of the decision makers influences cooperation and
creates a high risk of the operation. The cultural understanding and connection are crucial
for knowledge management, especially how produced and how to keep within the
organization.

Cultural fragmentation is one of the key principles of every culture, and now | investigate
the effect of the meeting of culture in the modern world. As far as Nicolescu (2014) concerns,
neither the intercultural nor the multicultural do not assure communication between all
cultures, but they certainly contributed to steps toward the act of transcultural

communication. This phenomenon leads to the problem, where the language and meaning
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receive a higher weight: people use same — not native - words which can have different
meanings through culture and representation (Nicolescu, 2014; Brier, 2015).

2.2.  The main motivation of the companies to become global

Since one of the first multinational business organizations, the East India Company, was
established in 1600, the decision whether a company move abroad is driven by strategic
direction. Move to abroad is a huge opportunity and a big challenge as well. “I define
globalization as producing where it is most cost-effective, selling where it is most profitable,
and sourcing capital where it is cheapest, without worrying about national boundaries” (N.
Murthy, Founder and Executive Chairman of the Board, Infosys; (Moffett, Stonehill and
Eiteman, 2015, p. 2).

Their strategic considerations lead by different motivations (Moffett, Stonehill and Eiteman,
2015). Market seekers produce in foreign markets either to satisfy local demand or to export
to markets. The Raw-material seekers motivated to find cheaper resources including raw
materials, for export or for further production (oil, gas, forest is the most significant) or
knowledge. The Productivity is the main keyword for firms so to reduce cost on labour is
highly motivate companies to move new countries (Production Efficiency seekers) This
strategic direction is true not only for labour-intensive production but for their, it is the one
of the factors of reducing cost. Labour-intensive production of electronic components in
Taiwan, textile industry movement to China or car industry moves to Asia or Eastern Europe
are the main proof of this motivation. The Knowledge seekers moves to countries to gain
access to technology or knowledge or managerial expertise. Nowadays well-educated formal
MBA students are available in India or Chine, a lot of companies work with them with a
lower cost. And finally, the Political Safety seekers establish new operations in countries
that are considered unlikely to expropriate or interfere with private enterprise.

The movement of the industrial trends observed in the comparison of the Largest Global
companiest. While in 2008 oil company (Raw-material seeker) was the leader of the list of
global companies, now the industrial change is obvious. The technology companies
dominate the list which has the most benefit from globalization through access of knowledge

on low cost.

2.2.1. The main risks of the international enterprises

1 https://milfordasset.com/insights/largest-companies-2008-vs-2018-lot-changed , downloaded: 04-12-2019.
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Multinational financial management requires an understanding of cultural, historical, and
institutional differences such as those affecting efficiency and sustainability. Each foreign
country has unique culture, history, and institutions. The country risk is significant if
someone invest or operate a business in a foreign country. The country risk is different from
country to country, but it includes political risk, exchange-rate risk, transfer risk, economic
risk, regulatory risk. In general, the country risk is the degree to which political and economic
situation influence the securities of the business in a particular country (Moffett, Stonehill
and Eiteman, 2015).

It is not always understood by exported management of multinational enterprises, which
influence cooperation and effectiveness. The countries’ regulations and institutional
practices are all different, and the lack of knowledge of the decision makers can create a high
risk of the operation.

This phenomenon raises the question, whether the classical trade model, the general
principle of comparative advantage is still valid or not. The comparative advantage of the
twenty-first century is based more on internet facilitated services than on the classical
resources in the seventeenth-nineteenth century when countries specialized only on the
products that they most efficiently produced. The modern factors are more complex when
the companies operated worldview and the availability of the operate facilities lead the
decisions like managerial skills, research and development competence, educational levels
of available workers, access to capital or supporting infrastructure. (Moffett, Stonehill and
Eiteman, 2015).

2.2.2. The effect of the portfolio diversification on the risks of the international
enterprises

Beyond the access to the market and the resources of the countries, the potential benefits to
companies to operate on global markets are based on international portfolio theory, as the
benefits of international diversification. The company can reduce non-systematic risk by
maximizing the security of the operation, but it cannot influence systematic risk.

In the CAPM model, a fully diversified domestic portfolio would have a beta of 1.0. This is
Standard Domestic Financial theory. If the company is represented on the domestic and
international market as well, the diversify of the portfolio more than only the domestic and
the beta will be lower one. The International CAPM (ICAPM) says, that there is a global
market where the firms’ trades. International portfolio theory typically concludes, that
adding international securities to a domestic portfolio will reduce the portfolio’s risks.
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Although the firms to operating on the market has significant risks, but they have a lower
cost of capital than their domestic counterparts and effective tools — not to ignore but - to
minimize the risk level of the optimal capital budget. All of these factors lead to the fact,
that “the multinational corporation (MNC) becomes the norm rather than the exception, the

need to internationalize the tools of domestic financial analysis is apparent” (Shapiro, 1978,
p. 211).

2.3. Capture the knowledge of the human capital in the multinational
companies

The changes in global trends influence individuals who are employees of the multinational
companies. Encounter and collision of cultures are present in the age of globalization.
Culture and the understanding of the cultural differences have a determinative role in the
business practice.
The cultural separation is the heart of every culture. When two people try to communicate
their prejudices, convictions, and language appear on the sub-conscious level. The dialog is
difficult as sub-conscious ‘fights’ against sub-conscious. As this confrontation is sub-
conscious, they drifted conflict is not obvious. The process is the same for cultures, where
dogmas, believes meet with each other.
The different aspects of the cultural examinations in business researches go beyond the
boundaries of nationality, citizenship, religion or other cultural dimensions, but the method
of a single discipline is not able to describe and solve these emerging issues (Li, Cohen and
Tan, 2018).

2.3.1. Transdisciplinarity, the unity of knowledge

More and more scientific areas arrived at the limits of their discipline which had a far-
reaching consequence, not only the given discipline but for community and society as well.
As the knowledge of the human beings developed and specialized, the fragmentation of
disciplines was released (Montuori, 2005). Now, the separated disciplines — even sub-
disciplines - are not able to answer to burning topics, which influenced not only the scientists
but practitioners as well. Discoveries on many fronts were also leading scientists to think big
systems.

Multidisciplinary seems like a solution to this problem, which investigates a research topic
in several simultaneous disciplines, not in only just one. Multidisciplinary brings an extra
value in question, but this is “in the exclusive service” of the home discipline and not
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inclusive (Nicolescu, 2010, p. 22). The goal and the method of Interdisciplinarity are
different than multidisciplinary, as it transfers methods from one discipline to another.
Bernstein (2014) emphases that multidisciplinary overflows the disciplines, but the goal
remains within the disciplinary research framework.

In fact, there is no transdisciplinarity without disciplinarily. The goal of Transdisciplinarity
Is the understanding of the present world, the closest one to the real-life experience, where
the central imperative is the unity of knowledge. The transdisciplinarity concerns at once
between the disciplines, across the different disciplines, and beyond all disciplines
(Nicolescu, 2010). As Piaget said succeeding to the stage of interdisciplinary relations a
superior stage, Transdisciplinarity is the most comprehensive and abstract synthesis of
disciplines (Piaget, 1972), the coordination of all disciplines in the education and innovation
system by a generalized axiomatic (introduced from the purposive level down) and an
emerging epistemological pattern (Jantsch, 1972).

The "transdisciplinarity identifies with new knowledge about what is between, across, and
beyond disciplines (the meaning of trans).” (Bernstein, 2015, p. 6). This is the scientific
approach which initiates a dialogue between minority and majority cultures, includes
scientists and practitioners from different areas, and strives to transcend the traditional
borderline between objective and subjective viewpoints.

In this fast-moving, ambiguous, complex world, the concept of transdisciplinarity focuses
on a fundamental feature of reality, on different levels and dimensions of reality, and on
what it calls the logic of the included middle (Nicolescu, 2010)

This trend is the same for the cooperation, trust and cultural challenges in the multinational
teams, where the single disciplinary approach is not able to get through the definition of

knowledge and knowledge management.

2.3.2. Challenges of the knowledge management

The knowledge management, the organizational learning, and build the community of
practice through trust are the main topics for business administration and management also
as for psychology, sociology or knowledge science. Hard to define, specify, measure, and
keep knowledge in the organization but from organizational cooperation point of view, the
understanding of the concept of tacit knowledge and effect on Knowledge management is
crucial.

Bernstein (2014) uses knowledge management as "the toolbox of techniques intended to

maximize the value and impact of employees' knowledge by converting tacit knowledge into
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explicit knowledge, thereby making it actionable.” (Bernstein, 2014, p. 17). He uses
Davenport and Prusak’s definition of it as a justified personal belief that increases an
individual's capacity (Davenport and Prusak, 1998).

Based on this approach, knowledge, is a commercial product, a resource for the organization,
and for human capital. Williams and Machlup use a definition of human capital as "increased
productive capacity of persons." (Williams and Machlup, 1985, p. 419). Knowledge
management is a tool to capture knowledge of employees of the firms and make it available
to others is the primary goal of the enterprises, to use this knowledge to create better products
or respond to market needs. In the age of globalization, especially regarding how it is
produced and how to keep knowledge within the organization reflects the importance of
transdisciplinarity.

The evolution of communication in the ‘digital galaxy' has been changed. Not only the access
to the knowledge but the way of communication changed in digital society. As the majority
of the multinational teams are working remotely, the knowledge management and practices
in a virtual world is a specialized area of this topic (Danessi, 2008). Brier (2015) appoints
that Shannon's model was successfully used over the years, in providing terminology for
describing aspects of communication systems, but it tells us nothing about how messages
and meanings shape and ultimately determine the nature of human communication events
(Brier, 2015; Margaryan et al., 2015).

2.3.3. Communication, trust, and culture in the cross-cultural team

As we saw, the humankind develops more and more knowledge, which influence the
cooperation of labor and division of labor. Disciplinary fragmentation is the result of
increasing specialization. The globalization speeds up this process. As multinational
enterprises maximize the benefit of diversification, local firms become part of the global
community. It not only hinders the limit the informal cooperation but reduce the
effectiveness of formal knowledge transfer (makes it longer or less effective) as well. It is
critical for multinational teams where the member works in a virtual team. While cultural
differences across countries through diversity expected to increase the number of learning,
it is blocked, if the organization is not able to improve the trust.

Far beyond technology, this influence social behaviour and influence on the cultures. From
the transdisciplinary approach, this explanation based on technology and science, but social

science, semiotics, psychology on the other hand. This is the reason for the problem of
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networked knowledge in organizations in a different culture and these influences on people
behaviour is an interesting question for transdisciplinary.

Not possible to have a theory of information, cognition, and communication without a
concept of meaning. The meaning is not a simple question, as this is related to life, language,
consciousness, and unconsciousness. The meaning is part of the culture and like it, part of
the collective metaphysical framework (Brier, 2008) which is a fundamental issue for an
organization. The industrial organization used the division of labor and specialization, to
increase, articulate, and facilitate production, and the production of knowledge has followed
the same organizational model (Montuori, 2005). Each organization’s goal to create unity
within a diverse team, while the relationship between the people in diversity is contradictory

and raise many challenges.

2.4. The promise of transcultural approach
As far as Nicolescu (2014) concerns, neither the intercultural nor the multicultural do not
assure communication between all cultures, but they certainly contributed to steps toward
the act of transcultural communication.
As a starting point, use Nicolescu framework about cultural interaction (Nicolescu, 2010).
He investigated the effect of the meeting of culture in the modern world. The modernity
leads to an establishment between cultures and brings a desire for the need to unite. He
adapted the logic and level of multi-inter-trans prepositions and introduced a framework of
the three degrees of cultural interaction. In his conception, the multicultural "shows that the
dialogue between different cultures is enriching, even if its goal is not real communication
between cultures.” (Nicolescu, 2014, p. 22). He brings an example; the study of Chinese
and Islamic civilizations influenced the European culture in Middle Ages. With a
corresponding analogue, this discernible in the virtual world as strong cultures — which can
be even non-existent one - influence other cultures and the behaviour.
Multicultural as the first level of cooperation, - not unity yet - and the discovery of the
different culture is embedded in our cultural understanding. It "helps to discover the face of
our own culture in the mirror of another culture” (Nicolescu, 2014, p. 22). Based on the
observation in the multinational organization, this phenomenon appears is the first step of
the cooperation when the persons seem their culture feature and disadvantage more clearly
than before.
The intercultural level what assisted by Nicolescu as the result of the growth of
transportation and communication and economic globalization. Multinational organizations
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have higher access to the capital included human capital than a local one, but on the other
hand, they destroy borders and create a cross-border organization where the cultural
understanding and connection is crucial for knowledge management. "A deepening
discovery of hitherto badly known or unknown cultures makes unsuspected potentialities
burst forth from our own culture. The face of the Other permits us to know our face better."
(Nicolescu, 2014, p. 22). This can lead a learning process or — otherwise, their cultural
differences lead to stereotype and untrusty.

In 1940 by Fernando Ortiz anthropologist use transculturalism in his study to explain the
formation of a new culture. "The transcultural designates the opening of all cultures to that
which cuts through them and transcends them... It presupposes a universal language founded
on shared values” (Nicolescu, 2010, p. 23). As we have seen the significant change on the
level of disciplines — thanks to the development of scientific methods and approaches — that
this kind of change has been realized as an inner need, those of cultural modes remain the
domain of ephemera.

Transculturalism is a very complex transmutations of culture which may have a mutation to
‘acculturation’, 'deculturation’, and 'neoculturation (Stenner, 2014). 'Acculturation’ is the
transformation of one culture in other culture and merge the main features of this new
culture; deculturation ends in a loss of home culture. Transculturation is the process of the
creation of new cultural phenomena. “Culture today appears more and more like some
monstrous rolling garbage can in which strange defences against the terror of non-meaning
proliferate. Of course, as always, the new is hidden in the old, but it is slowly but surely
being born. Beyond all the different cultural modes, a new cultural way of being is taking
shape” (Nicolescu, 2014, p. 22).

2.5.  Summary
The multinational enterprises and the cooperation in multicultural teams are an organic
phenomenon of globalized work. Transdisciplinary approach (go beyond the disciplinary
boundaries) and the reconceptualization of knowledge help to understand the operation of
this phenomenon. Besides of, this is the reason that the problem of networked knowledge in
organizations in a different culture and the influence on people behaviour is an interesting
question for transdisciplinary research. The recognition and the understanding of the
problem with a transdisciplinary approach, and find the common language is challenging, so
the misunderstanding and disagreement in transdisciplinary cooperation are more common.
(Dodig-Crnkovic et al., 2017).
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Each person has his/her prejudices, his/her convictions. We discussed the importance of
meaning earlier and put this into the consideration of the two-culture problem. The language
receives a higher weight: people use same but not native words which can have different
meanings through culture and representation. This is the reason why transdisciplinarity can
be the method of dialogue between cultures. To adapt the ontological axiom of
transdisciplinarity, the A is the culture on a personal level, the non-A the different culture
and the hidden-T which appear on an organizational level as A and non-A at the same time.
These two systems — cultures — generate the system of the system: the culture of culture.
"The included third does not mean at all that one could affirm one thing and its opposite...
in a logic based on the assumption "both this one and the other one,"” or rather "neither this
one nor the other one.” (Nicolescu, 2014, p. 170). “Thus, the philosophy of the included third
appears as a philosophy of freedom and tolerance” (Nicolescu, 2014, p. 181).
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Abstract

The cluster organization was a newly emerging form of the association in the last decades
of the twentieth century. Globalization, the high pressure on financial efficiency, cost
reduction, and the development of remote communication were the primary factors that
encouraged the development of the clusters. Today this became a new normal of the
interfirm, inter-organizational collaboration. These factors accelerate the formation, and the
cluster model has a dynamically increasing and expanded literature. Nevertheless, the cluster
Is not a homogenous form. A limited number of academic models evaluate the clusters'
organization, and a comprehensive overview of the structural setup is not available.

This literature review intends to deep dive into the previous 5 years' publications in order to
collect, structure, and clarify the cluster operational models. Based on the systematic
literature review, this paper developed a conceptual model integrated into three dimensions
as Time frame, Territory, and Way of working, which together may describe the operational
model of cluster organizations. The study offers a new taxonomy that may significantly
impact the better understanding of the organizations' territory and helps scholars restructure

their knowledge.

Keywords: cluster organization, virtual team, organizational structure, collaboration
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3.1. Introduction

Generally accepted principle that the organization's aim determines the organizational
structure, and it has a fundamental role in collaboration, knowledge sharing, organizational
behaviour, team commitment, and trust. The investigation and description of the
organizations' structural dimension have a significant part in the classical organizational
literature. Many scholars appointed this literature gap related to the cluster model and
required more systematic research to explore the structural dimensions of the cluster
organizations (Breuer, Hiiffmeier and Hertel, 2016; Morgulis and Sélvell, 2017). Porter
defines the cluster in 2020 (p. 16) as "a new way of thinking about the national, state, and
local economies, and they necessitate new roles for companies, for various levels of
government, and for other institutions in enhancing competitiveness.” The cluster beyond
the competitive advantage, support innovation, provide proximity to the resources to the
MNEs if the company builds and maintains an intense and close relationship with the
employees (Porter, 2000; Coro and Grandinetti, 2001; Porter and Ketels, 2009; Weimann et
al., 2013; Gunawan, Jacob and Duysters, 2016; Coletti and Landoni, 2018; Nestle et al.,
2019).

The personal development — which contributes to the team effectiveness (Caya, Mortensen
and Pinsonneault, 2013) makes the cluster form more attractive for the senior and
experienced managers and provides an excellent place for growth to the young talents than
in the country based model. The general employee-retention ability and the participants'
motivation may improve to the organization as the impact and the content of the job is higher
than in the separated organization model. Social capital can develop internally, which leads
to better access to knowledge and generates a favourable environment for innovation
(Molina-Morales and Martinez-Fernandez, 2009; Qui, Cano-Kollmann and Budambi, 2017).
In the cluster model, productivity increases, and innovation speeds up (Porter, 2000; Tallman
et al., 2004; Molina-Morales and Martinez-Fernandez, 2009).

The original article (Porter, 2000) defines and describes the new form of interconnected
companies and understands how it supports innovation, competitiveness, and cooperation in
an increasingly complex, globalized world. The definition was descriptive, which foremost
specified the new phenomenon. By now, the cluster definition turned to prescriptive and
implies all collaboration where these factors are present simultaneously. Consequently, the

cluster definition may lose its sharpness.
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3.2. Methodology
Identify the literature gap, the chosen method consisted of the investigations from highly
ranked (Q1) peer-reviewed journals, using the Boolean (AND) search of the selected
keywords in the Scopus database and the rank of the journals in the Scimago Journal &
Country Rank database. The cluster organization and the remote working virtual team is a
new phenomenon; the area has limited but exponentially growing publications. The number
of publications in the Scopus database is illustrated in Figure 3.1. As in this combination of
the keywords, the cluster appeared from 2014, therefore we excluded all papers published

earlier in our research.
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Figure 3.1: Publications related to virtual team and cluster in
scopus from 2000

The meaning of cluster definitions has not been crystallized and not formalized properly in
the terminology. Many disciplines use cluster terminology for different processes like
chemistry, biology, statistics, or medicine. The virtual team was the most diverse definition
covering a massive territory in computer science. Therefore, the predetermination of
categorization and selection was conscious and critical to prevent the results' biases.
Minimize the errors, the literature review was only running among the journals in the
business, management, and accounting subject areas.

The predefined keywords dealt with the form of organization as "cluster”, type of the
collaboration as “virtual team”, the impact of the way of working as “knowledge sharing”,
“social capital”, “trust”, “collaboration”, and the referred to the research question as

“organization” (Table 3.1).
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Keyword 1. Keyword 2. Identified Selected

Virtual team Knowledge 20 11
sharing

Virtual team Trust 55 14

Virtual team Organization 116 7

Virtual team Social capital 23 15

Cluster Knowledge 20 13
sharing

Cluster Trust 10 1

Cluster Organization 0

Cluster Social capital 10 2

Cluster Collaboration 23 1

TOTAL 277 64

Table 3.1: Literature search and selection based on keywords
Source: own research result.

From the identified 296 articles, 64 were defined as Q1 publications for further analysis.
Providing a multi-disciplinary perspective based on the inclusion of papers from various
disciplines such as Business and International Management (9); Organizational Behaviour
and Human Resource Management (8); Psychology (7); Economics, Social Science,
Electronic Engineering and Computer Science, Decision Science, Strategy management;
Finance; Arts and Humanities.

3.3.  Finding

The review's main conclusion is that the cluster organization does not have a clear definition
in the literature. Each article that examines the cluster organisation uses the definition of
Porter and connects the cluster with competitive advantage and innovation in an increasingly
complex and knowledge-based economy (Porter, 2000; Gunawan, Jacob and Duysters,
2016; Goerzen, 2018a; Kim and Shim, 2018; Li, 2018; Nestle et al., 2019). Then the
application is too broad and different, from loose connection systems like a network of
businesses within a country to cross-border school projects (Gunawan, Jacob, and Duysters
2016; Nestle et al. 2019;; Marra, Mazzocchitti, and Sarra 2018).

The cluster now does not describe homogenous, well-defined groups of organizations, and

the application deviates from the original target. Porter’s definition is generally accepted and
folV)



applied in the articles. Each publication examined the advantages of the clusters and
connected them to the original sources, like competitive advantage and innovation in a global
and knowledge-based economy (Porter, 2000; Gunawan, Jacob and Duysters, 2016;
Goerzen, 2018b; Kim and Shim, 2019; Nestle et al., 2019). Based on the literature review,
we concluded that the cluster definition application is general and diverse, which may
confuse the searches and interpretations.

3.4. The main dimensions of the cluster organizations: time, territory and
the way of collaboration

Although each team uses some of Porter's definition elements, no homogeneous
organizational structure emerges in front of the readers. Scholars described clusters from
loose connection systems like a network of businesses within a country, cross-border school
projects (Weimann et al., 2013; Marra, Mazzocchitti and Sarra, 2018; Nestle et al., 2019) or
a highly controlled and centralized liaison of the Multinational Enterprise’s subsidiaries. The
aim of the paper was the define and described the organization form adequately in this
diverse reality. As many factors influence collaboration, the conclusion that only one

dimension cannot characterize the phenomenon (Figure 3.2).

Time dimension Territorial dimension Way of collaboration
Short term Face to Face
Ad-hoc Region level (incl. cross-border) Partially disconnected virtual
Project National level team
Strategic partnership International level Far-flung .teams .
Interfirm / MNE Geographically dispersed
Unlimited Horizontal connection of firms Completely disconnected
Vertical connection of firms virtual team Vil
irtual
Aim of the collaboration Value creation Geographic dislocation

Applied Computer-

Determined by

Education, One value chain: a geographic X L.
industrial network of industry mediated communication
Political collaboration Connection of same activities

(cluster of research, educational
or capital provider institutions)

Figure 3.2: Combination of 3 dimensions can describe the operational model of cluster
organization
Time is the first dimension to classify organizations. The ad-hoc organization is not typical
in a cluster. The remote working or the investment to bring remotely working organizations

together is too big compared to the benefit of an unconstrained collaboration. The project
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team is the most typical time frame where the cluster form can contribute the most. During
the project, the team can share in-depth experiences and utilize resources during the
teamwork and activate shift trust and improve cohesion for innovation and knowledge
transfer (Paul, Drake and Liang, 2016; Zakaria and Mohd Yusof, 2020). The second most
published time frame is the long-term or unlimited interfirm collaboration as the typical form
of the multinational enterprises or firms who built a value chain together (Arnold, Barling
and Kelloway, 2001; Coletti and Di Maria, 2015; Eisenberg and Mattarelli, 2017; Coletti
and Landoni, 2018; Nestle et al., 2019). These firms release superior performance compared
to the isolated players and compensate for the lacking skills and resources through
cooperation. This dimension is originated by the aim of the association: education is
typically a project, an innovation or a political collaboration is a strategic partnership; the
industrial interfirm collaboration is long-term or unlimited.

The Territorial coverage - the second dimension of the model - marks a broad spectrum of
territorial agglomeration from the collaboration of the different industries within one value
chain (a geographic network of the sector), a connection of same activities (cluster of
research, educational or capital provider institutions) and the horizontal or vertical
connection of firms withing one organization (Tallman et al., 2004; Morgulis and Solvell,
2017; Kim and Shim, 2018).

The clusters beyond the competitive advantage, support innovation, provide proximity to the
resources if the company builds and maintains an intense and close relationship with the
employees (Porter, 2000; Coro and Grandinetti, 2001; Porter and Ketels, 2009; Gunawan,
Jacob and Duysters, 2016; Coletti and Landoni, 2018; Nestle et al., 2019).

As a third dimension, the Way of collaboration comes into consideration to understand all
the cluster model spectrums. Development of the Information Technology and internet-
mediated collaboration (Powell, Piccoli and Ives, 2004; Berry, 2011; Plotnik, Hiltz and
Privman, 2016; Schulze and Krumm, 2017; Seetharaman et al., 2019) ensured the technical
background and allowed the close collaboration among parties (Gilson et al., no date;
Tworoger et al., 2013; Morgulis and Solvell, 2017). The traditional face-to-face model is not
fully applicable to these organizations, as the geographic dislocation is the essential criteria
of the cluster. The partially or completely disconnected virtual teamwork is the typical Way
of collaboration, where the teams or team members of the same team are fully or partially
separated (Bjern and Ngwenyama, 2009). Technological development has rewritten and, at

the same time, fundamentally changed the collaboration. These virtual teams comprise
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participants who do not meet physically (Jarvenpaa and Leidner, 1998) or rarely meet face-
to-face (Chudoba et al., 2005). This type of team is geographically dispersed; the team
members accomplish work primarily using internet-mediate technology. Other definitions,
as "far-flung teams" are also described that the teams meet face-to-face occasionally with

geographical distances and work on a highly interdependent organization.

3.5.  Conclusion

The result underpinned the need for the creation of the different archetypes of the cluster
organizations. Based on the defined literature gap, the paper aimed to collect and structure
the most typical forms of clusters and prepare a comprehensive structure of the applicable
and more precise subcategories and its definitions. The cluster form itself creates a new
agenda for the leaders and managers (Porter, 2000), which is rarely realized in the papers.
Suppose the organizations do not know where and how they play; it leads to falling decisions.
It may negatively impact the short- and long-term functional efficiency, employee retention
ability, collaboration, trust, and knowledge sharing.

The precise definition of the cluster archetypes supports both scholars and practitioners.
Collecting and structuring the cluster’s definitions systematically may help reconstruct the
existing knowledge and define new literature gaps for further research. The new
subcategories' amplification allows practitioners in the knowledge transfer and finds the best

applicable model for their organization.
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Abstract:

Virtual cross-border teams emerged after the global credit crisis as a new operational
phenomenon of multinational enterprises. This new form eliminates country-based entities
and combines local departments. It is of notable benefit to financial efficiency; however, it
may have a crucial impact on the structural dimension and nature of relations (ties) of social
capital. The damage to ties is characterised by weak trust and heightened operational risk.
Measuring trust directly is cumbersome; therefore, this study aims to measure its inversion
(internal control). A guantitative research method is used to analyse a) the data (location,
nationality, level of seniority, department) of 495 managers of a multinational enterprise to
describe their impact on the structural dimension of social capital and the ties between
employees, and b) 298 operational control points to find a statistical correlation among their
number, the various types of risks and organisational diversity. The authors’ correlation
analysis demonstrates that all well-structured high-risk processes are controlled by the
organisation. However, the internal controlling system does not seem to cover the trust-based

ill-structured processes: human relations and behaviour.

Keywords: virtual team, social capital, trust.

4.1. Introduction
In the last two decades, a significant change was observed in the working environment and
the content of the jobs and positions in the subsidiaries of the multinational enterprises
(MNEs). Several factors have contribute to this change, but the advancement of the

communication technologies is leading and intensifying the process (Berry, 2011; Weimann
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et al., 2013; Plotnik, Hiltz and Privman, 2016; Seetharaman et al., 2019). The internet and
the mobile communication revolution has ensured the necessary infrastructural background
(Powell, Piccoli and Ives, 2004; Schulze and Krumm, 2017), and provided a new opportunity
to exchange information (Walther, Anderson and Park, 1994; Van Den Hooff and Ridder,
2004). In addition to face-to-face (FtF) teams, this progress has brought about the emergence
of a new kind of working engagement, the remotely working virtual team (Berry, 2011;
Morita and Burns, 2014). The computer-mediated communication (CMC) technology is a
fast-growing sector, whose innovations and tools support communication, knowledge
sharing, relational capital in virtual teams and manage the whole spectrum of collaboration
(Coro and Grandinetti, 2001; Robert, Dennis and Ahuja, 2008; Zornoza, Orengo and
Pefiarroja, 2009; Wei, Thurasamy and Popa, 2018).

After the 2008-2009 global credit crisis, the development of information and
communication technology (ICT) met financial pressure, which accelerated the
transformation of FtF teams to virtual ones. The latter organisational form has helped MNEs
reduce operational costs by eliminating country-based entities and setting up cross-border,
multicultural virtual teams (Germain and McGuire, 2014; Appio et al., 2017). The transition
was accelerated by the central promise of the virtual team, that new way of working improves
financial efficiency, decreases the costs (personal, equipment, workplace cost) and increases
the access to new resources, including the human capital (Horwitz, Bravington and Silvis,
2006). One form of the virtual team manifested in the MNEs is by merging subsidiaries to
minimize the cost and create cross-bored virtual organization. The Global Virtual Team
(GVT) is different from this phenomenon, as in the GVT the connection between the global
team and the subsidiaries is described with a key hierarchy and responsibilities (Zakaria and
Mohd Yusof, 2020). The combination of subsidiaries is the incorporation of Country
Business Units (CBUSs), which is the merge of equal subsidiaries to a new organizational

form with one management team.

4.2. Literature review

4.2.1. Virtual team in MNE
The organization presents a managerial challenge to provide successful operation.
Traditionally, organizational teams collaborate face-to-face (FtF). However, the
development of the information and communication technology (ICT) has enabled teams to

collaborate virtually, allowing them to work together while physically fully or partially
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separated (Bjern and Ngwenyama, 2009) and accomplish the common goal (Gibbs, Sivunen
and Boyraz, 2017). The technological development has rewritten and, at the same time,
fundamentally changed the collaboration.

The virtual team in the new MNES set up means a cross-cultural organization, as the activity
is cross the borders and merge different countries' teams as one functional entity (Anawati
and Craig, 2006; Collins et al., 2017). This emerges additional challenges compared to the
nation-based virtual team (Harvey, Novicevic and Garrison, 2005). The physical distance
slows down the communication, reduces the frequency of the interactions, increases the
social distance, and negatively impacts the relations (Sheng and Hartmann, 2019). The
geographic distance results changes in a distributed team (Hertel, Geister and Konradt, 2005;
Margaryan et al., 2015), and the virtual team requires new roles and competencies in the
organization. The new role requires a multicultural agent, who helps to overcome physical
boundaries and distance and support the collaboration and help to transfer knowledge in
terms of quantity and quality (Eisenberg and Mattarelli, 2017). The communication is critical

as it is predicted for the team effectiveness and efficiency (Kock and Lynn, 2012).

4.2.2. Individual in the virtual team

Creating virtual teams is a new way to make work more productive and flexible to realise
profitability (Zakaria, 2017) but these changes influence the employees of multinational
companies. Flexibility is an essential feature of virtual teams; it shows their capability to
adapt rapidly to fast-changing CMC tools and work processes as well as unique
communication challenges (Powell, Piccoli and lves, 2004; Jimenez et al., 2017; Schulze
and Krumm, 2017).

Cross-border multicultural virtual teams, however, involve a high level of complexity, which
may increase ambiguity and create a lack of transparency for team members. It is a real
cultural shift in attitude and cooperation, which affects everyday practices and has long-term
consequences. Working in a diverse team is not a new phenomenon in the modern world,
but today it may refer to nationality, position or seniority in the organisation, functional
specialty, or geographic location (Edewor and Aluko, 2007). Our research focuses on this
latter definition (structural diversity).

4.2.3. Social capital in virtual team
Social capital denotes existing and potential human resources that can only be utilised

through human relations (Anheier, Gerhards and Romo, 1995). People need to rely on each
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other, taking advantage of their connections (Portes, 1998). Nahapiet and Goshal (1998)
defines three dimensions of social capital: 1. nature of relations (ties), 2. cognitive
dimension, and 3. structural dimension. The first describes people’s working relationships,
which develop via interactions and provide a channel for information flow and knowledge
sharing. The cognitive dimension specifies the vision or the collective goals of an
organisation. It refers to the intellectual capital that is the universal language, codes, common
paradigms, and the chance to share knowledge (Ariani, 2012). The organisational structure
determines the evolution of the cognitive and relational dimensions of social capital. The
structural dimension describes the social interactions originated in the organisational
architecture that influences the relations among people, predicts their behaviour, and helps
appear social motives such as respect, trust, and friendship (Nahapiet and Goshal, 1998;
Milana and Maldaon, 2015; Widjaja et al., 2017). The cognitive dimension specifies the
vision or the collective goals of an organisation. It refers to the intellectual capital that is the
universal language, codes, common paradigms, and the chance to share knowledge (Ariani,
2012). Many types of capital exist as assets of the organisation, but the social capital is
different. It is embedded in the community and the connections among individuals. The
development of social capital in a virtual team highly depends on the willingness of
individuals to connect in action.

The structure of virtual team influences each dimension, where the social capital develops
internally (Jensen and Meckling, 1976; Tallman et al., 2004). However, the development of
social capital may stall across organisational and national borders (Harvey, Novicevic and
Garrison, 2005). In a virtual team, members never meet FtF, and trust, the main dimension

of social capital, does not develop organically (Harvey, Novicevic and Garrison, 2005).

4.2.4. Role of trust in the collaboration

Trust has an essential role in building and supporting collaboration in virtual teams. Every
organisation’s goal is to create unity within diverse teams, while people’s relations are
contradictory. In leadership theories, trust is described as a leader-follower relationship or,
more precisely, the way how a follower understands the nature of the relationship (Ferrin
and Dirks, 2002). Building and maintaining trust in the virtual cross-cultural team is a major
challenge, as the personal relationship can be damaged.

A large body of literature on trust focuses on personal behaviour and refers to trust in the
organisation as an individual’s ties that are expressed on two levels: team trust and

organisational trust (Kramer, 1999). A large body of literature on trust focuses on personal
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behaviour and refers to trust in the organisation as an individual’s ties that are expressed on
two levels: team trust and organisational trust (Kramer, 1999). Interpersonal trust is of
increasing importance; it solidifies group dynamics and effective collaboration. Numerous
studies measure trust in organisation sciences. Most trust instruments are either at an dividual
level, related to peers, or at a dyadic level between leaders and subordinates or between
organisations (inter-organisational trust; Smith and Barclay, 1997). Most researchers regard
trust as a multidimensional, complex and abstract phenomenon that involves specific
components. They conceptualise trust as a multicomponent variable with the following
dimensions: propensity to trust, cooperative behaviours, perceived trustworthiness,
monitoring behaviours, affective commitment, team commitment, and continuance
commitment (Costa and Anderson, 2011). At the interpersonal level, trust is always
described as a process when the ‘trustor’ is trusting in another person, the trustee. Mayer—
Davis—Schoorman define trust as ‘the willingness of a party to be vulnerable. Trusting
relationships lead to greater knowledge exchange’ (1995 p. 712.), which is the most common
definition in organisational trust research (McEvily and Tortoriello, 2011). Trust creates a
climate where both agents can predict the other’s behaviour, reduce vagueness, and evaluate
what kind of behaviour is desired in the future (Lewicki, Tomlinson and Gillespie, 2006).
On a team level, this appears as expected behaviours and norms, and influences others’
behaviour (their communication openness, acceptance of influence, support for the spirit of
cooperation, and information sharing). According to the researchers, trust is a psychological
state and inherently an individual-level phenomenon. Investigating trust in a virtual
organisation as the product of a collective entity is, however, complicated.

Trust and trusting relationships are a central value of social capital; they have a dynamic
impact on building social capital and exchanging knowledge. Trust is the central element of
the willingness for collaboration, knowledge transfer, networking, smooth and non-
competitive interactions, and building of social capital (Striukova and Rayna, 2008). To
support team collaboration, companies should realise that the nature of trust is not the same
in virtual teams as in FtF teams due to their different interpersonal dynamics, and they should
develop a strategy to strengthen trust (Ford, Piccolo and Ford, 2017; Zakaria and Mohd
Yusof, 2020).

4.3. Organizational structure and collaboration in virtual team
A systematic literature review was conducted to get a comprehensive picture of the recent

studies on virtual cross-border organisations, the way they approach the development of
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collaboration, and the role of trust in such organisations. After the exclusion of local, non-
intercultural studies, a total of 46 papers from various disciplines (e.g. business and
international management, organisational behaviour and human resource management [HR],
psychology, electronic engineering and computer science, strategy management, finance,
arts, and humanities) were selected for further analysis, providing a multidisciplinary
perspective.

Our first conclusion drawn from the review is that there is no common definition of virtual
teams in the articles, but the content of the various definitions is uniform: they are teams,
whose members work remotely, not having face-to-face daily interactions. ‘Fully virtual
teams’ and ‘partially virtual teams’ are not clearly separated in the literature, but the
phenomenon is homogenous (Ambos et al., 2016; Cheng et al., 2016, 2017; Plotnik, Hiltz
and Privman, 2016; Alsharo, Gregg and Ramirez, 2017; Bisbe and Sivabalan, 2017; Vahtera
etal., 2017; Ramalingam and Mahalingam, 2018; Newman, Ford and Marshall, 2019). Only
a limited number of papers analyse the organisational structure of remote teams, and the
research that explores the levels of virtuality and their effects on business processes is scant
(Hertel, Geister and Konradt, 2005; Caya, Mortensen and Pinsonneault, 2013). Although the
organisational structure, the structural dimension of social capital and the interaction of the
different roles in FtF organisations are among the most investigated topics, only six of the
selected articles deal with these subjects in terms of virtual teams. A better understanding of
the structure of remote teams may help to expand our knowledge on the development of
trust, and allows researchers to predict more successfully how such teams will affect team
members’ work and facilitate the development of intra-organisational ties. Only a small
number of studies examine the potential benefits of structural diversity in virtual teams
(Caya, Mortensen, & Pinsonneault, 2013).

The second methodological conclusion drawn from the literature review is that the research
on university student teams is overrepresented. Although student teams are an excellent
‘laboratory’ of collaboration measurement, students are in the early phase of socialisation
(Powell, Piccoli and Ives, 2004). This is confirmed by a case when the most effective
leadership style was different in the virtual teams of enterprises from that of student teams.
In virtual teams, the ‘strong’ leadership approach was the most effective, whereas student
teams preferred the ‘emergent’ style (Gibbs, Sivunen and Boyraz, 2017). Thus, the
application of the student-team-results for multinational enterprises requires caution and

secondary research.
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We have also performed a systematic analysis to identify discrepancies between the
examinations of trust-based ill-structured behaviour and those of well-structured process-
controlled behaviour (Guindon 1990) in terms of collaboration in multicultural virtual teams.
Each article addresses collaboration, approaching the subject through trust or the team
members’ personal characteristics (Lisak and Erez, 2015; Henderson, Stackman and
Lindekilde, 2016; Davison et al., 2017; Choi and Cho, 2019).

4.4. The problem area: How to measure the trust in virtual team?
Trust is the acceptance of the unregulated part of human behaviour and its role is to alleviate
over-regulation. The main problem is related to the difficulty of measuring trust. Most of the
articles use quantitative research methods for this purpose (Adya, Temple and Hepburn,
2015; lorio and Taylor, 2015; Margaryan et al., 2015; Henderson, Stackman and Lindekilde,
2016; Paul, Drake and Liang, 2016; Collins et al., 2017; Widjaja et al., 2017; Davison et al.,
2017; Petter, Barber and Barber, 2019; Villena, Choi and Revilla, 2019; Hao, Yang and Shi,
2019; Kauffmann and Carmi, 2019; Nestle et al., 2019), Nevertheless, all the selected
quantitative articles employ a self-survey method that is based on 5- or 7-point semantic
differential scales. This method has many advantages, but cannot be deemed an objective,
non-opinion-based data measurement technique.
In contrast, measuring lack of trust (distrust) through the correlation between internal
controls and hierarchical distance may provide an objective picture of reality. Five of the
reviewed articles focus on collaboration, examining the scope of controls and processes, but
only two of them investigate virtual teams in MNEs.
Many studies analyse the dimensions, factors and elements of trust in organisations,
qualifying its level indirectly (Butler, 1991; Ferrin and Dirks, 2002; McEvily and Tortoriello,
2011).
There are two types of opinions about measuring trust. Our position is closer to the one that
trust cannot be measured directly, and as an alternative approach, lack of trust (distrust)
should be measured through the correlation of internal controls, hierarchical distance, and
cultural diversity.
To understand the problem of collaboration and trust, the main task is to divide the problem
area into measurable and quantifiable parts. As measuring trust is cumbersome, we examine
whether it is possible to measure the inverts of trust (regulation and control) instead. If each
process of the organisation is well structured and regulated, employees’ behaviour is rule-
based, and their collaboration is less dependent on trust. In contrast, generating new ideas

40



for decision making is ill-structured (Guindon, 1990), it depends on personal tribes, where
the trust-based behaviour is a key element.

The primary aim of our data analysis is to map the well- and ill-structured processes of an
MNE and determine the number of control points built into these processes to minimise
systematic and non-systematic risks. We examine whether these control points cover all the
behaviour elements (every single process, including personal behaviour) or only the well-
structured ones. This subject can only be examined in the light of the organisational
structural changes. Analysing the internal relations and controls within various departments
(functions) of an organisation is a new way to describe collaboration in multicultural virtual
teams of MNEs.

4.5. Methodology

Our data were collected in May 2019 from an MNE that operates in more than 50 countries,
with subsidiaries in four regions and with 13 virtual organisations. The most prominent of
these virtual organisations, where our research was run, operates in North-Eastern-Europe
and covers 13 countries (the organisation has offices in 9 countries and works with local
distributers in 4 countries). Each department works remotely in virtual teams: the heads of
the departments are in their home country offices, and the team members are in their home
countries (3 to 8 locations). This structure supports the proximity to the local market but
creates considerable complexity and distance within the virtual teams at the functional level.
Employees are divided into two groups: non-managers with local responsibility and
managers with cross-border responsibility. As the first step, data from 495 managers
(location, nationality, level of seniority, department) were analysed to gain a clear picture of
the structural dimension of social capital and cultural diversity in the MNE. Then, as a
second step, the company’s controlling system (i.e. how the diversity and control of
processes support safe operation) was examined. Furthermore, it was mapped how the
company covers the well- and ill-structured processes with controls.

The company employs a risk management and prevention system, called Vestalis, for
controlling, analysing, and prioritising non-systematic risks. 298 control points were
introduced covering all functions, and they are grouped as 1. basic function regulation
without risk, 2. financial risk, 3. fraud risk, 4. financial and fraud risks. The system also
involves two directions of actions (preventive and detective actions). The company has
precise regulations to control most types of risks, which apply to the following: timeframe
of reviews, type of control and documentation, and effects of controls on systematic or non-
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systematic risk. In this study, we analyse the 298 control points by functional and country
levels. Our goal is to find a statistical correlation between the various types of risks and
compare the number of control points with the level of cultural diversity in the various
functional areas (departments). The data analysis was performed with the JMP Pro 14

statistical software.

4.6. Findings and discussion
The functional variance and seniority as well as the number of nationalities confirm that this
is a culturally diverse cross-border virtual organisation, and the entire team’s diversity
appears in all job families. The bottom of the organisation (level of junior managers) — just
like the various levels of directors — is less diverse than the managerial levels. Diversity
decreases with seniority among directors, and there is no diversity at the top of the
organisation (Figure 4.1). The company approach decentralises and localises the ‘Sales’
department in order to maintain the proximity to the market. This functional team comprises
only a few members from different levels of the organisation, but is more extensive and less

centralised at the lower director level.

Total organization

Finance

Operation

Sales HR R&D
5 Direct: 1 5 Directs
6a Direct: Direct ba Direct
6b Direct

Figure 4.1 : Employee classification (seniority) and the number of nationalities per
classification level (total organization and functional virtual teams).
Source: own research result.



Variance | Mean | Median Range in
employee
Country of the number of employees classification
Bulgaria 0.80 8.58 9 3.9
Czech R. 0.59 8.43 9 2.9
Finland 1.37 8.59 9 3.9
Hungary 1.04 8.30 9 4.9
Latvia : 8 8 0
Poland 0.85 8.38 9 3.9
Romania 0.58 8.47 9 2.9
Slovak 0.25 8.75 9 1
Sweden 0.84 8.47 9 3.9
Table 4.1 Employee classification by country
Source: own research result
Variance Mean Median Range in
employee

Department of the number of employees classification
Finance 0.80 8.46 9 3.9
General Management 0.5 55 5.5 1
GS-General Secretary 9 9 0
Human Resources 0.57 8 8 2
Industry 0.99 8.37 9 3.9
Information System 0.63 8.48 9 3
Marketing 1.10 8.34 8 3.9
Medical & Health Affairs 0.5 8.5 8.5 1
Office Services 9 9 0
Operations 0.76 8.55 9 3.9
PURCHA-Purchase 0.90 7.86 8 3
Quality 0.66 8.45 9 3
R&D-Research
&Development 0.64 8.06 8 2
Sales 0.74 8.50 9 3.9

Table 4.2 Employee classification by department

Source: own research result
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Employee seniority is independent of nationality or location. No significant difference is
observed in terms of the mean and the median among countries and departments regarding
seniority (Table 4.1 and 4.2). Employee classification is independent of the number of
employees per country. (See Table 4.1 and online Annex for Figures Al and AZ2.
[http://search.ksh.hu/#/year/2020?7c=h02]). The data analysis confirms that the structural
dimension of the social capital in the organisation is fundamentally different from that of the
FtF-based country model, but it is balanced by and based on quality. The results of the
analysis of control points indicate that all high-risk and well-structured processes (Finance,
HR, Operation, and IT) are highly controlled (Figure 4.2 and Appendix 8.1.) A strong
correlation was revealed between teams’ diversity and the number of control points. Finance
is the most controlled department, in line with the aspiration of reducing systematic and non-
systematic risks.
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Figure 4.2: The number of controls per department.
Source: own research result.
The range between the various organisational levels is an important indicator of diversity. In
a well-balanced organisation, all levels of seniority are observable through the presence of a
strong successor plan, which increases the organisation’s retention ability. At the same time,
it is one of the most significant risks for a remotely working virtual team. Our correlation

analysis has revealed that the number of control points is highly correlated with the range in
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the employee classification (0.65; Table 4.3). In this way, the studied MNE can maximise

the benefits of diversity while reducing the risk via internal controlling.

Based on the in-depth analyses, we found that internal controlling applies more rule-based

controls to minimise financial risk in teams where the employees work at a longer distance

from each other or in teams which face a potential financial or fraud risk in the course of

daily operations. A strong correlation can be observed between the various types of risks

(financial, fraud, and both financial and financial risks) and the two types of control

(preventive and detective), weighted by the number of control points. (Table 4.4)

Geometric Median Mean Range of Number of
Denomination mean employee control

of the number of employee classification point
Geometric of the 1.00 0.94 1.00 0.08 0.17
mean number
Median of 0.94 1.00 0.94 0.26 0,33
Mean employee 1.00 0.10 1.00 0.10 0,18
Range 0,08 0.26 0.10 1.00 0.65
Control 0,17 0.33 0.18 0.65 1.00

Table 4.3: Correlations between employee diversity (classification) and the number of

control points in the business processes

Source: own research result.

Multivariate

Correlation Risk Financial | Fraudrisk | Financial Preventive Detective
weight: Risk and Fraud

Control risk

Risk 1.00 0.98 1.00 0.96 0.92 0.97
Financial Risk 0.98 1.00 0.96 0.98 0.96 0.98
Fraud risk 1.00 0.96 1.00 0.96 0.91 0.96
Financial and 0.96 0.98 0.96 1.00 0.95 0.97
Fraud risk

Preventive 0.92 0.96 0.91 0.95 1.00 0.89
Detective 0.97 0.98 0.96 0.97 0.89 1.00

Table 4.4: Correlations between the three types of risks and the two types of control,

weighted by the number of control points in the business processes

Source: own research result.

Note. The correlations were estimated by the Row-wise method.

The MNE has grouped the control points into the following five main categories: 1.

supporting the enterprise, 2. managing sourcing, 3. managing sale 4. generating demands,

45




and 5. forecasting stock. Almost half (47%) of the control points fall into the category of
‘supporting the enterprise’. A good example of this category’s relative majority is HR (that
is among the most controlled functions and has well-structured processes) whose every
control point serves this purpose, just like the control points of the IT and legal affairs
departments. Nevertheless, if we examine the whole scope of HR activities, only a small part
of such activities can be linked to the category of ‘supporting the enterprise’, which — being
well-structured processes — are measurable and controllable. Our analysis has revealed a
massive gap between these well-structured processes and the other part of HR activities, as

the latter, ill-structured content of the HR function is not controlled.

Forecast | Generate | Manage | Manage | Support Grand
to Stock | demand | sales sourcing | the Total
Enterprise

Finance 2 5 13 51 71
Human Resources 30 30
IT 34 34
Legal 4 4
Manufacturing 10 4 14
Marketing 12 1 1 14
Medical Affairs 1 1
Quality 2 2 1 8 13
Research & Development 8 1 9
Sales 25 25
SSD (Sourcing & Supplier 1 2 22 2 27
Dev)
Supply Chain 25 19 5 7 56
Grand Total 39 24 51 43 141 298

Table 4.5: Number of control points in the business processes of various departments, by
control point group (not all functions present in the investigated organization)

Source: own research result.

In contrast to the well-structured high-risk processes, ill-structured soft processes

(managers’ behaviour and collaboration), where personal relations play an important role,
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are not regulated by the organisation, and the lack of control may make the organisation

vulnerable.

4.7. Conclusion
Setting up multicultural virtual teams in MNEs is an emerging phenomenon; thus, the
structure of these teams has been less studied so far than that of classic FtF organisations.
The activity of virtual teams in MNEs can be considered as cross-border collaborations of
cross-cultural functional teams where both leaders and their followers (peers) work in
different offices, affecting the development of ties and trust in the organisation. Several
studies have explored a similar phenomenon among university students. Although teams of
students are easier to access than those of employees in MNEs, their ‘relationship’ with
digital tools is different and thus challenge comparability. In addition, the socialisation phase
of student virtual teams makes the applicability of such results questionable.
We have reviewed several quantitative studies and selected 46 of them for further analysis.
In all the selected studies, a self-evaluation method was used to investigate the various
elements of trust as its direct measurement is difficult or impossible. Development of trust,
however, differs in virtual and FtF teams due to their dissimilar interpersonal ties, and the
role of trust may be crucial in virtual teams.
We agree with those scholars who claim that direct measurement of trust is impossible.
Therefore, we have measured the inversion of trust, (i.e. lack of trust) and converted it into
a quantitative indicator (number of control points). It was found that the internal controls of
the studied MNE could not regulate both dimensions of behaviour (well-structured processes
and ill-structured behaviour). The MNE has established several control points to minimize
operational risk.
The bottom of its organisation is ‘narrow’, only a limited number of junior employees work
in the virtual teams, and a high level of cultural diversity can be observed among managers
and senior managers. Team seniority is a useful indicator that shows an organisation’s efforts
to employ experienced, competent, mature people, who can work independently. In a remote
collaboration, risk consciousness is indispensable on a personal level, and more significant
than in an FtF team where the leader is present every day and can monitor junior team
members.
In the studied organisation, seniority is independent of the nationality or location of
employees. This may significantly contribute to the employees’ openness and equal
opportunities, and the acceptance of leaders, which are the building blocks of trust. However,
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non-equal opportunities or a nation’s objective to reach a better position would destroy all
personal efforts to build interpersonal trust.

It is hard to define, specify, measure, and maintain collaboration in an organisation,
especially when the structural dimension of social capital and the nature of relations
changed. It is particularly critical to multinational virtual teams of MNEs whose members
work together from different geographic locations. Cultural diversity supports learning from
one another, which is blocked if there is no interpersonal or organisational trust in the MNE.
Extensive and comprehensive internal controlling and audits are fundamental in a company’s
risk management. According to our data analysis, the studied MNE follows a conscious and
systematic risk prevention approach that controls well-structured tasks. However, it is not
able to regulate the quality of personal collaboration. In a virtual environment, trust has a
significant role in building and supporting collaboration since there is greater
interdependence among team members, which is made even difficult by cultural differences,
physical distance, language difficulties, lack of non-verbal communication, and technical
barriers. The ability and willingness to build and maintain trust is the ‘interplay’ among co-
workers.

In terms of organisational cooperation, inclusive diversity is a must. Every organisation’s
goal is to create unity in diverse teams where team members’ relations may be contradictory
and pose several challenges. Nevertheless, the questions about knowledge management and
collaboration in multicultural virtual teams cannot be answered by only one discipline. These
teams have an influence on people’s behaviour that may be the subject of future
transdisciplinary research.

The scarcity of research on MNEs’ virtual teams has motivated us to analyse and measure
the correlation between trust and the number of control points in an MNE’s business
processes. Our results may help companies to examine their well-structured processes and
internal control system to minimise operational risk. The literature undervalues the impact
of remote working on the development of social capital, although this threatens the
collaboration in virtual teams. Based on our data, trust is strongly linked to ill-structured
processes, and not replaceable by control. Due to the changes in the structural dimension of
social capital, building of trust is more difficult today than it was earlier. Further research
should address this subject as well as the introduction of control systems in new virtual teams

to evaluate if trust and control systems are able to strengthen each other.
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The research on virtual teams of MNEs is limited and does not provide a conceptual model
for reinforcing trustworthy behaviour. Trust means accepting the unregulated part of human
behaviour and has an important role in alleviating over-regulation. Further research is
required to confirm the findings of previous studies on interpersonal trust for this
organisational form, and to create new models.

2 The MNE grouped the control point to five big categories: support enterprise, manage

sourcing, manage sales, generate demand, forecast the stock (Appendix 8.1.).
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Abstract

This research aims to answer the leadership dilemma of how the sense of community and
psychological climate predict and drive psychological empowerment in the global virtual
team (GVT) in a rapidly changing environment, where the key dilemma is whether the future
workplace is completely virtual or a flexible hybrid model has more advantages.

The quantitative research confirmed that psychological empowerment, the sense of
community, and psychological climate showed a strong correlation and co-dependency on
each level of the hierarchy. This result confirmed that psychological empowerment is a
multidimensional phenomenon in a virtual team as well and a combination of job
meaningfulness, recognition, clear roles and responsibilities, civility, engagement, and the
situation-adapted leader-follower relationship is able to compensate social isolation and
structural changes in personal relationships in global virtual team. The finding suggests that
the hybrid model does not have more advantages than the entirely virtual team in order to

maintain the high level of psychological empowerment in individuals’ perceptions.

Keywords: Global virtual team, empowerment, sense of community, psychological climate,

trust

5.1. Introduction
Virtual work has a broad spectrum of advantages, changes engagement and collaboration,
increases flexibility and ensures a cost reduction (Kunte, Bhattacharya and Neelam, 2020).

The positive economic impact leads more and more companies to consider keeping this way
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of work a partial (hybrid) or exclusive virtual solution. The transition was accelerated by
COVID pandemic since 2020.

The new dilemma of international leadership and organizational behaviour is whether to
force teams back into the office or consider remote working as the new norm in workplaces.
This research is one of the first empirical studies that pursues a holistic model of a new post-
pandemic organization from an international management point of view, investigating the
psychological empowerment perception in this rapidly changing environment where the key
dilemma is whether the future workplace is face-to-face or virtual, as two independent
manifestations of the workplace, or a flexible approach (hybrid model) has more advantages.
Empowerment is one of the key leadership and organizational behaviour theories of recent
decades. It has a great academic literature which supports understanding in various industries
and settings like multinational enterprises (MNE), healthcare, services and production
industry, to mention the most important territories.

Empowerment is a rising topic in the virtual team literature as well, as this is considered this
is considered as a critical antecedents of virtual team success (Gilson et al., 2015). Scholars
have seldom investigated psychological empowerment in a virtual team (Crossman and Lee-
Kelley, 2004; Kirkman et al., 2004; Kunte, Bhattacharya and Neelam, 2020), even though
the two fundamental dimensions of empowerment, the job context and the job content (Ford
and Fottler, 1995) change in a virtual workplace environment. Therefore there are many
open questions related to psychological empowerment in virtual teams (Kirkman et al.,
2004; Seibert, Wang and Courtright, 2011) , as the dynamics of the collaboration are
different in the virtual teams than in face-to-face teams due to physical separation. This
physical separation requires robust and sustainable empowerment where the team members
receive the appropriate level of decision-making. However, physical separation may lead to
a perceived social isolation as well (Kirkman et al., 2002; Ambos et al., 2016; Prasad,
DeRosa and Beyerlein, 2017; Zoonen van and Hoeven ter, 2021) especially where the
separation is combined with cultural diversity (Muethel and Hoegl, 2010). The long-term
effect of isolation on the predictors of psychological empowerment is a rarely studied area
in the virtual team’s literature. Consequently, this study seeks to answer the question of how
strong or weak the psychological empowerment perception of the members of the global
virtual team (GVT) is.

Currently, there are surprisingly few publications examining the predictors and catalysts for

psychological empowerment to determine whether the interactions that have been shown to

51



affect psychological empowerment in face-to-face teams also play a role in a virtual team.
Due to the isolation of the virtual team members, the structural dimension and relational
dimension of the social capital (Nahapiet and Goshal, 1998) which describe the interpersonal
connection among the people in the organization, changed in the context of the GVT
(Harvey, Novicevic and Garrison, 2005; Sarker et al., 2011; Gao et al., 2016).

This paper is built on the assumption that psychological empowerment is not an isolated
phenomenon (Seibert, Wang and Courtright, 2011) but the social and workplace changes
may have a negative, decreasing impact on it. We investigated two representative
antecedents of psychological empowerment, where we assumed that virtuality may have a
negative impact and may be an explanatory factor in the decline in empowerment. As the
sense of community and psychological climate are based on psychological perceptions, our
research question was whether these predictors could exert their effects on psychological
empowerment despite structural changes in personal relationships in virtual workplace. In
our conceptual model (Figure 5.1) we selected these two fundamental predictors to
investigate how the sense of community and psychological climate interact and drive
psychological empowerment assuming that the separation in virtual work may change these
predictors.

In order to have a full picture, we added position to the model and office presence (full home
office or partial home office) as potential catalyst of psychological empowerment. The aim
of adding position to the model was primarily to exclude the bias as the authors assumed that
position itself does not ensure higher psychological empowerment in a virtual team, as
opposed to its impact in face-to-face organizations.

Role clarity Recognition ~ Contribution Supportive | : Engagement Collegality Civility

megning management P
i H v

Psychological Climate - Sense of Community

Office presence --------- >

Position seniority

Self-determination Meaning Competence Impact

I T

Psyshological Empowerment

Figure 5.1 Conceptual model for the study
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5.2.  Literature review

With the development of computer-mediated communication (CMC), organizations,
regardless of whether their teams collaborate face-to-face or in remotely working virtual
teams, experience new team engagement. Organizational changes (Berry, 2011; Weimann
et al., 2013; Plotnik, Hiltz and Privman, 2016; Seetharaman et al., 2019) are intensified by
the revolution of the internet-based and mobile communication (Powell, Piccoli and lves,
2004; Schulze and Krumm, 2017) together with the advancement of digital tools and
communication technologies. Previous organizational research demonstrates that CMC
transforms many spectrums of communication, knowledge sharing and collaboration (Coro
and Grandinetti, 2001; Zornoza, Orengo and Pefiarroja, 2009; Wei, Thurasamy and Popa,
2018). The development of CMC and the financial pressure on cost reduction have
accelerated the spread of virtual work (Franke and Luthje, 2003; Kunte, Bhattacharya and
Neelam, 2020). This transformation was speeded up by the promise of a virtual way of
working: financial efficiency and cost reduction while ensuring a better access to the
resources especially to human resources (Horwitz, Bravington and Silvis, 2006). CMC
rewrote the way of communication and fundamentally changed the perception of the
workplace. This change broke down the paradigm of the workplace and enabled teams to
work together while geographically separated or partially separated (Bjorn and Ngwenyama,
2009). CMC allowed the development of the purely virtual team (where CMC is the
exclusive way of communication) and the hybrid virtual team (where CMC is combined with
face-to-face interactions) (Kirkman et al., 2004; Cousins, Robey and Zigurs, 2007; Kock
and Lynn, 2012), although CMC changed the way of communication and engagement of the
co-located face-to-face team as well.

The concept of a virtual team has a rapidly growing significance in literature, as it has
become a more general way of working, especially in MNE in the last decades. Virtual teams
in MNEs are emerging organizational phenomena associated with greater flexibility, cultural
diversity (Anawati and Craig, 2006; Hoffmann and Baracskai, 2020) and ensure broader
access to resources (Franke and Luthje, 2003; Horwitz, Bravington and Silvis, 2006;
Germain and McGuire, 2014; Kunte, Bhattacharya and Neelam, 2020). Despite these
valuable insights, scholars agree on the negative perception of group identity in virtual teams
and changes in the social interactions (Vahtera et al., 2017). Increasing amount of research
demonstrates less positive impact of the new phenomenon: changes in the nature of

interactions and the physical distance may entail social isolation, slow down and reduce the
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frequency of communication, while transferring human relations, and influencing the
development of social capital in the organizations (Nahapiet and Goshal, 1998; Robert,
Dennis and Ahuja, 2008; Koles and Nagy, 2014; Widjaja et al., 2017). A dominant part of
the researchers agree that virtual teams present challenges, especially for social capital, and
the development of interpersonal collaborations and relationships (Ashley Fulmer and
Gelfand, 2012; Kauffmann and Carmi, 2019; Handke et al., 2020; Hoffmann and Baracskai,
2020).

5.2.1. Go beyond trust
Presumably this duality is the reason why prior research focused on trust as critical to the
development of group cohesion, which places the topic at the center of interpersonal and
intrapersonal level research related to virtual teams. In a virtual environment, similarly to
face-to-face teams, trust is a central element of knowledge transfer, ensuring non-
competitive interactions, supporting networking, and building social capital (Collins et al.,
2017; Davison et al., 2017; Villena, Choi and Revilla, 2019). The fact, that the trust in virtual
teams has a different dynamic than in face-to-face teams (Ford, Piccolo and Ford, 2017;
Zakaria and Mohd Yusof, 2020) results that a vital part of literature investigates this
phenomenon (Gilson et al., 2015). Nevertheless, as Gilson emphasizes, limited pieces of
literature and empirical studies deal with predictors, mediators and moderators of successful
collaboration and relationships beyond trust, like psychological empowerment compared to
face-to-face team’s literature of international management and organization behaviour.
Despite the fact that isolation is associated with virtual working (Kirkman et al., 2002); a
feeling that is observed in the relationship of the co-workers and their interactions with their
supervisors (Sutanto, Kankanhalli and Tan, 2015), the sense of community and the
perception of the psychological climate and its impact on empowerment are a rarely

researched area of the literature on virtual teams.

5.2.2. Psychological empowerment
Academics of organizational researchers and practitioners define empowerment as a critical
examination construct. The theory of empowerment is examined from an interdisciplinary
approach, in interaction among several disciplines (Darbellay, 2015) such as organizational
behaviour, management, community psychology, political science, social work, health
studies, education, and social welfare (Prati and Zani, 2013). Empowerment at work is an

extensively applied concept in the organizational studies (Zimmerman, 1995). An extended
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part of empirical research had a systematic investigation on the individual level of
empowerment, the organizational or team empowerment, and the community level of
empowerment (Zimmerman, 1995; Kirkman and Rosen, 1999; Rothman et al., 2019). The
concept of psychological empowerment refers to the individual level of empowerment,
although all of these levels are interdependent (Zimmerman, 1995). Psychological
empowerment reflects the employees' perceptions of the environment where they work, and
describes their ability to influence or shape this environment and their r