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Abstract

Traditionally, it is the difference in the geographical environment and cultural generate the psy-
chological distance in the international operation of a company. This paper adds the consideration
of the emotional distance between the headquarters of a multinational corporation (MNC) and its
foreign subsidiaries to the definition of the psychological distance and applies it in the decision-
making related to the localization of MNCs’ mangers. It is put forward that compared to the expa-
triate managers, it would be easier for the local managers to overcome the obstacles of psycholog-
ical distance. Additionally, the cross-cultural training and emotional investment can help to re-
duce the psychological distance between local managers and headquarters’ and promote the op-
eration and the performance management of the MNCs.
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Figure 1. Multinational company headquarters and subsidiary management schemes
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