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Summary: This paper presents an analysis of the transformation occurred in the culture of Embratel - Empresa Brasileira de Telecomunicações, in post-privatization period in which the company faced a crisis in its results, caused by a series of external and internal turbulences, what led to a reformulation of its strategic objectives, that had started to have more focus in the generation of financial result. This change in the objectives allied with changes in communication process, compensation/reward system, selection and organizational structure led to a cultural agreement process towards the values of the finance subculture. Using case study approach, through documentary research and semi-structured interviews, the changes in the culture of the company were profiled, its similarities and differences in relation with the functional subculture of finance and its consequences in the financial performance of the organization identified.

I. Introduction    

The telecommunications sector passed for great difficulties in the all world, the companies had invested massively in infrastructure, financed by debt emission, waiting for data traffic promised by the “Internet revolution”. However, with the burst of the “bubble” of the companies “dotcom”, what it was evidenced was an enormous idle capacity. The big debt, the investors’ lack of confidence in the stock market after Enron and Worldcom frauds, allied with the successive crisis in emerging markets, led the sector to several adjustments, like mergings, acquisitions and even bankruptcy. 

In 2002, Brazil opens his markets in the Telecommunications sector, after the anticipation of the goals proposed by Anatel (National Telecommunications regulatory agency). The sector had to adapt itself to a new competition scenario, aggravated by external crisis and the presidential elections.  

Embratel, Brazilian Telecommunications Company, privatized in 1998, that almost withheld the monopoly of the services of telecommunications in the enterprise market in the period of 1998-2001, faced problems to adjust itself to the consumer market, especially because of billing and cadastral problems. Beyond that, Embratel face the challenge to modify its bureaucratic/technique culture, consolidated by 33 years of government control, to a new culture directed to the markets demands. In 2002, the company faced simultaneously, the politics crisis, the opening of the market, the increase in competition and the aggravation of the crisis in its results, which had passed from profit to loss in 2001, without support from its main controller MCI/Worldcom, that under protection of Chapter 11 of the US Bankruptcy Code, was facing its own crisis.

This environment forced changes in the enterprise strategy, with establishment of objectives and goals that aimed at the financial recovery of the organization and alterations in the organizational structure, leading to a process of cultural agreement converging to the values of the financial function, which assumed the role as dominant subculture together with marketing, supplanting the technical area. In this situation the knowledge of the financial subculture, its relations with the culture and performance assumes primordial importance.

The objective of this work is to analyze the influence that the alteration of the objectives of the organization for generation of financial result had in the alignment of the culture around the values of the financial subculture and what were the consequences in the organization’s performance.

II. Key Concepts

For the reach of this objective, some concepts need to be clarified, as follow:

(a) Culture and Organizational Subculture    

The research on organizational culture, in management literature, traditionally has taken a focus on either the corporate or the national level. Corporations have been assumed to share one culture that can be identified. (Teerikangas and Laamanen, 2002)  

According to Kilmann, Saxton and Serpa, 1986, assuming a unique culture by organization would mean that there is a small difference in the comments and questioning by the members or work groups, all could supply the same answers. If there are diverse cultures, these must be studied in different ways. According to authors, those that endorse Theory X tend to believe that an only culture exists, the culture of the top management. Those that believe in Theory Y believe that one organization can have multiple cultures. The table below presents these two conceptions (Theory X/Y):

Table 1 - Two conceptions on the nature human being
Theory X
Theory Y

People are indolent and lazy
People are ambitious and like to have what to do

People dislikes work and attempts to avoid it
The expenditure of physical and mental effort in work is as natural as play or rest.

People dislikes and avoid responsibilities, and desire security above everything
People not only accept but seek responsibility and challenge

People must be controlled and be directed
People will be self-direct to meet their work objectives if they are committed to then 

People are ingenuous and without initiative
People are creative and competent

Adapted form: Kilmann et al. Gaining Control of the Corporate Culture, San Francisco: Jossey-Bass, 1985
Under the assumptions of Theory Y, although accepting that the organization has certain basic values endorsed by all, the history, incidents, people and problems of each department or group create different cultures for each situation. (Freitas, 1991).   

The study of organizational subcultures, particularly the existence of professional cultures in organizations, that differ in what is considered proper behavior is recent, and we can identify it in the work e.g. Van Maanen and Barley (1984), Hofstede (1990), Trice and Beyer (1993), Trice (1993) and Schneider and Barsoux (1996). These findings suggest that given a group’s occupation or profession, they are likely to have a different culture. (Teerikangas and Laamanen, 2002).
(b) Cultural agreement

Hilal (2002) stated that subcultures emerge when shared agreement develops in a group. The mechanism through which a group arrives at the shared agreement is called cultural agreement. Three perspectives in the cultural agreement can be identified: identity, structure and social perspective.   

The perspective of the identity or demographic perspective considers that the social identity, the cultural antecedents and the values associates with the culture of a member of an organization are the main factors that influence the way as this member will go to give meaning to the organizational context. Organization members from the same culture or subculture would have the same cultural values; they would tend to develop similar cultural points of view with regard to the organization (Hilal, 2002).

Thus, the members of an organization with the same background or antecedents would have greater probabilities to have cultural agreement than the members of the same organization with different demographic background. (Greenberg, 1999). In this item is perceived that the selection process can have influence in the process of establishment a cultural agreement in an organization, specially if considered that, according to Louis (1985), the occupation, professional education and the industry play a major role in subculture formation.

In the structure perspective, the main factor that influences the cultural points of view of the members of an organization is the structural differentiation and the formal position. In such a way, the members of the organization that occupy similar organizational positions would be affected by the same organizational pressures, and would have greater probabilities to establish similar cultural points of view, to have cultural agreement (Jermier et al, 1991). In this item it is perceived the influence that alterations in the structure can have in the establishment of a process of cultural agreement. (Hilal, 2002) 

Social interaction perspective, according to Koene et al (1997), considered that the cultural point of view of the members of an organization develops through interactions with other members of the organization. The information that the members of the organization change in these interactions would allow them to give meaning to the organizational context and to identify the appropriate forms to act. Sharing information and through the reciprocal influence, the members of the organization that interact frequently would tend to develop similar points of view. (Hilal, 2002). In this perspective, the importance of the process of communication and interpersonal relationship for the establishment of the cultural agreement is clear, beyond the importance of the organizational context.

Maynard-Moody, Stull and Mitchell (1986), present a study of case in an organization of the North American public sector (Kansas Department of Health and Environment), examining the relation between reorganizations, dominant subcultures and institutionalized power. According to the authors: 

“The consensus between those who have studied reorganizations is that they alter the inter and intra-organizational distributions of power and are highly symbolic. The symbolic appeal of reorganizations provides the context to reinforce certain values and to legitimizing the authority of certain groups.  

…

Schein’s theory of subculture formation, according to these authors, suggests the hypothesis that dominant subcultures form and dissolve during periods of environmental turbulence and become institutionalized during periods of relative calm.

…

A particular subculture within an organization becomes dominant when its membership overlaps with considerable power of positions within hierarchical organizations. Their membership usually includes top management and their close associates. Unlike dominant coalitions, dominant subcultures also include tangential associates of the core members as well as those with little present or future influence, who share or come to accept the value set. Shared assumptions determine membership, not merely common interests and personal associations, although these to often correspond.  The dominant subculture, in the vision of the authors, is the primary agent of institutionalization of the organizational power. 

…

The dominant subculture exercises power more for determining the agenda and legitimate actors and less for winning specific policy battles. The dominant subculture controls the “decision structure” of who gets to participate in policy deliberations and the “access structure” that legitimates certain problems, solutions and criteria as worthy of consideration”.   

The research of the authors also identified two symbolic forms of reorganization in the searched period: affirmational and denial, as table below.

Table 2 - Characteristics of the Symbolic Forms of Reorganization

Denial
Affirmational

Traits

1. Rejection of previous policies and procedures.
Old policy e procedures remain.

2. New type of employee hired and promoted.
Established employees or their protégés retain control. 

3. Dramatization of new ideology
No ideological shift.

4. Extensive and prolonged concern and work disruption.   
Little and temporary concern and work disruption.  

5. Involvement of all organizational levels.
Only upper levels involved.

Meaning to members

1. Old ways and assumptions are no longer operative.
Despite change, old ways and assumptions continue operative.

2. Informal structure is no longer a guide to power and influence.
Informal structure is intact.

3. Decrease in security.
Increase in security.

Latent functions

1. Radical change in informal structure.
Fine tuning of formal structure

2. Challenge and deny the status and authority of the dominant subculture..
Reaffirm the status and authority of the dominant subculture.

Source: MAYNARD-MOODY, Steven, STULL, Donald D., MITCHELL, Jerry. Reorganization as Status Drama: Building, Maintaining and Displacing Dominant Subcultures. Public Administration Review,  Jul/Ago, 1986, 301-310.

(c) Cultural components

Maryan S. Schall (1983) considers that the organizations, like cultures, can be synthesized as communication phenomena, that is, entities developed and maintained through continues communication activities among its participants. Through a field research under the communication-rules perspective, Schall identified cultures of groups that show a number of intergroup similarities and differences. The study produced evidences about the strength of group (sub)culture and indicated relationships between culture, organization and shared communication-rules.  

Jermier et al (1991), stated that in any single study is impossible to model organizational culture completely, the researchers normally select and present the aspects of the culture that portray what they found meaningful. The concept of an official organizational culture refers to formal statements of the organization’s mission, the standards of conduct, formal organizational structure and related physical objects. The concept of organizational subculture refers to shared understandings about the mission, standards of conduct and corresponding organized practices that emerge in a group of employees.

The authors identify two basic components in the organizational cultures or subcultures: the material component and the ideational component. The material component is consists of tangible symbols, as formal dress, identification badges, controls of frequency, etc. The ideational component lead to the domain of shared beliefs about the organization's mission and is oriented towards legitimating existing practices publicly. Organizational subcultures emerge as groups of employees challenge, modify, or even replace the official culture. Several subcultures can coexist without one if it becoming dominant and with little friction, but often, they provide a basis for conflict.  

Organizational subcultures have many sources, as the participants' personal characteristics (e.g. age, gender, race, ethnic identity) or personal biographies and social histories (e.g. family background, education, social class membership). Positional characteristics of employees, such as the occupational specialty, department assignment, or time of the day worked can play an important paper in their formation.
Sethia and Von Glinow (1985) proposed a cultural classification associated to the reward system, that can be defined as the set rewards available, and the criteria for which the members of the organization qualifies to receive them. The authors consider a model in which the culture of an organization influence the rewards system directly, through the human resources philosophy and the reward system influences the culture directly or mediated by the quality of the resources.  

The types of rewards available, according to the authors, are financial (wage, increases, bond, stock options, participation in results and other benefits); content of the work (challenge, responsibility, freedom, meaning, feedback and recognition); career (security, training and development programs, promotion opportunities) and status (special treatment and privileges, titles, participation in committees). The model considered by the authors associate the people concern with welfare and dignity and the concern with the performance to generate four types of cultures:

Table 3 - Managemental Grid of Sethia & Von Glinow
Concern with people
High
Caring 

(1,9)
Integrative 

(9,9) 


Low
Apathetic 

(1,1)
Exacting 

(9,1)


Low
High


Concern with Performance

Source: Sethia, N & Von Glinow, M.A. “Arriving at four Cultures by managing the Reward System”, in: Kilmann et al. Gaining Control of the Corporate Culture, San Francisco: Jossey-Bass, 1985.
Caring Culture combines high concern with the employees and low concern with the performance. Concern with well being of the employees exists, but the company does not impose high standards of performance. It is characteristic in public agencies or monopolies, where she invigorates a paternalist position.  

Apathetic Culture can be defined as having little concern with performance and little concern with the people. In this type of culture there is indifference and a state of cynicism and generalized demoralization. Its long-term perspective is doubtful, because the organization suffer from low motivation, possess unsatisfactory financial returns, except if the organization act in protected markets or have a dominant position.

Integrative Culture has high concern with the people and strong expectation on the performance, these are organizations guided for attraction and retention of talented professionals. The emphasis is in the team or the success of the company as a whole and not in the individual success. It values people, normally having financial rewards above market average and expects high performance as return.   

Exacting Culture is guided for the performance, but with little concern with the people. They are generally aggressive companies and that lives a “code of survival of most capable”. The financial return for the employees is high, but the rotation also, as example of this type of culture can be cited investment funds and banks.

III. Methodology 

This study employs the case study research methodology (YIN, 2001). The site for this research was Embratel's headquarters in Rio de Janeiro. The study consisted in three phases. In the first phase, we conducted bibliographical research, lead in specific texts on the subjects of the study, as structure, organizational culture and subculture, financial function, using books, articles, papers, theses, specialized magazines, periodicals amongst other instruments. Documentary research, carried through in internal reports of the company, management practical manuals and pertinent research reports on the subject (company historical changes in financial objectives and indicators of performance) and information in Internet and Embratel’s Intranet on the company, its sector of performance, culture, subculture and performance. 

The second phase consisted of semi-structured interviews with managers and employees of the company. The population object of the study were the employees of the financial function and other areas of the Embratel that has direct interaction with this function. The sample, part of the universe chosen for the research, according to Vergara (1998), is not probabilistic, because it is not based on statistical procedures. We can define it as intentional, because we choose people who worked in the finance area in diverse hierarchic levels and people from other areas that works interacting with the function, and as convenience sample, for being composed by people which we had access, between managers and employees of the company.   

The research was carried through individual interviews, semi-structured, composed by some tables with characteristics and variables to be selected by the employee, and open questions, searching for the individual impressions and opinions of the interviewees. The interviews had been recorded. The interviews were conducted with 22 employees, being these one vice-president, one director and 6 financial managers and 5 managers from other areas (RH, Marketing, Legal Department, Processes and Quality and Planning) and 9 employees of Financial Department. The sample selection conjugated two methods: selection of managers and related employees of key areas to the research subject, as financial department, human resources, planning and the indication of the managers of other managers to be heard in the research.

The culture's analysis and comparison with the financial subculture was conducted using the model proposed by Tomei and Braunstein (1993). The administrative styles had been evaluated according to main variables presented by Likert (1971) to analyze the administrative system: power to decide process, interpersonal communication systems, relations and reward and punishment systems. The organizational objectives, values and characteristics, had been also evaluated using the Braunstein and Tomei (1993) methodology, which uses the values considered by England (1967). Besides the presentation of the same table proposed by Braunstein and Tomei, the interviewed was requested to comment each item.

The third phase was a relating these findings with the financial results, from the last 5 years.
IV. Results of the research 

The analyses of the collected data showed that the values of finance subculture have been adopted by great part of the organization, confirming the theoretical referential.

· Values, Characteristics and attitudes    

The company has a formal list of 10 Values that are:  

· Result focus   

· Sense of urgency, speed and agility  

· Coordination and team work   

· Confidence, respect and ethics  

· Pro-activity  

· Commitment and responsibility  

· Creativity  

· Positive Attitude  

· Accept calculated risks 

· Excellency

For the function of finances the values, characteristics and attitudes more enumerated by the employees interviewed, to which was presented a form with a list, were competence, commitment, capacity, initiative and ability. Embratel values as a whole were competence, commitment capacity, loyalty, initiative, cooperation and resistance to the change.   

The vision of the employees as engaged, competent, loyal and with initiative, strengthens the vision of McGregor’s (1960) Theory Y of, that Kilmann et al (1985) cites as evidence of multiple cultures (or subcultures) in an organization.   

Below the transcription of some values cited in the interviews, those are very similar to the values selected in the interviews where tables had been presented:

“[...] the Embratel employee is [...] very is committed” he dresses the company shirt”. I believe that people here work here with energy, joy, commitment [...]”     

“[...] the majority of Embratel employees is a professional of good academic formation. And this is a company who always valued and invested in the formation of their professionals. Then I see that here the great majority does not have only the graduation course, the great majority is post graduated, a good part of the employees even with MBA and PhD, then they are people well formed and worried with continuous developing.”

· Vision, Mission and Objectives
Below the formal statements of some company culture items, as express in internal documents:    

Vision: “Embratel is the preferred supplier of communication services for the corporate and residential markets because of the reliability of its services, commitment, innovation and value of its solutions, high performance of its professionals, confidence of its mark and national and international coverage, assuring value creation for its customers, shareholders and employees.”   

Mission: “To be the leader company in the Brazilian corporate market (data and voice), also serving the residential market and expanding selectively for other niches of market in Brazil and South America.”
The vision and mission statements are very clear about company’s preferential option for the corporate market, which is more profitable and confirms the company choice for the generation of financial results over market share. The formal objectives of the organization seem to show that the focus of the company continues to be in the marketing area, which comprises 3 of the 4 main objectives:     

· Be the leader company in telecommunications market for the corporate segment.  

· Offer reliable, innovative services and solutions with high aggregated value to its customers.

· Expand selectively the operations for other South-American countries, with focus in the corporate segment.  

· Improve the financial situation of the company in profitability terms and diminish the necessity of third parties financing.

However, the importance that the financial function and cash generation had assumed in the organization is very clear in the established goals, between 5 goals defined for 2003, 4 mentioned financial items:

· Improve Embratel’s financial and operational performance through processes in several levels of the organization.   

· Increase Embratel’s participation in the corporate segment providing bigger capacity of revenue generation through the revision of the strategy, methodology and processes of pricing and partnerships.   

· Provide a complete solution of mobility considering different types of products for different segments and customers needs. 

· Define and implement an including access strategy that allows the installation, with profit, of any service for Embratel’s customers.   

· Improve the results of the invoicing process and collection through, among others, the use of the Co-Billing. 

With regard to the mission it is observed that the employees cite several items of the formal mission and vision of the company, demonstrating alignment in the mission perception and vision on the part of the employees, although some minor discordance.

“The company as a whole values its mark. I believe that one of its main objectives, politics and strategies is to maintain its mark and to conquer greater market share with transparency and better services to the customer.”    

“The company seeks market growth, market share, to maintain the leadership. Company frequently revises its business structures to adapt to the market needs.”    

“Embratel is a company with focus in the results that sustain the leadership between data and advanced voice service suppliers; it is concerned about quality of life and professional development of its employees.” 

The vision of the mission presented for some employees and managers of the Finance Department confirms the findings of Jermier et al (1991) research. According to which the concept of organizational subculture is related to shared understanding, beliefs about the organization's mission and is guided for the legitimizing existing public practices that emerge from a group of employees. In the case of the Finance function, several employees see the mission and the objectives of the organization as mainly financial:

“My point of view about the mission statement is that Embratel's mission is to create profit and value for the shareholders. [...] Company's top management has this mind set, even in the due diligence that has been conducted to sell the company. [...] They seek short-term results, and remain a strong orientation to look at the stocks performance; the mission is to increase stock value. [...]”     

“[...] improve margins,  take care of the profitability, have focus in the cash generation [...] conscience of sell only when the company expects to receive [...]”    

“[…} recovery and attraction of financial healthy customers that can generate cash flow [...] 

Faillace (2003) notes changes in Embratel's rationality, from public company to private company that is reflected in a financial oriented vision of the objectives of the organization.

“[...] the shareholder entered in scene. Its important to notice that employees, here differently from the managers, identify "profit", “run towards the money” as a key point of the new rationality.   [...] Besides the shareholder figure, profit generation takes a major role in all employees' commentaries. [...] In the logic of the public company period, [...] the generation of revenue and cash was never the main objective. After Embratel privatization, in the perception of the employees, as already seen, this point assumes a key role and is the center of their speech [...]” (Faillace 2003)
· Communication System
Embratel internal communication system is very sophisticated, there is "The Executive TV", that can be seen directly through the internal TV system or in each employee computer, using WebTV system in the Intranet. There are e-mail, a periodical ("Jornal da Embratel"), electronic news from human resources (GeRHação), and frequent internal marketing campaigns. Below there are some observations in the interviews:

“I identify this as Embratel strongest point, [...], I comment this in the market, I already worked in other companies [...] I always worked for companies in the technology area, and Embratel has the best Intranet content, that I ever seen in my professional life [...]”     

“[...] There are diverse communication mechanisms, many technologies, that our personal, not only use, but sell to market. [...], we use “n” resources and In my opinion there is a communication "overdose" in the company, from top to bottom, of bottom for top and between areas, managers and departments, people do not have enough time to absorb the enormous amount of communication and information.”    

“[...] There are several communication "tools" that I would say that works pretty well, for example the corporative Intranet, the Executive TVs  [...]” 

Several people interviewed perceived an improvement in the communications between departments (vertical) in last years, and recognized a big effort form Finance Department in its communication process, with increasing flow of information, spreading the financial results and outlooks, the financial culture and its main concepts through the company. This increase in the communication flow is coherent with the Schall’s research (1983) on communications and subcultures, that indicates that cultures are created, sustained, transmitted and changed through social interaction, organizations and its cultures are communication phenomena.  

Some examples of this communication resources use in recent years to spread out a wider financial culture in the company, are the news articles below, from "Jornal da Embratel" (JE), in many cases associated with Executive TV programs and the internal campaigns. That shows a clear and coordinate action of the top management in involving the employees in the improvement of the financial conditions, especially throughout the year of 2002:

· January 2002 - internal campaign “Who informs is a friend”, that clarifies the actions to improve collections and minimize frauds from customers.  

· February 2002 - explanation on the new collection process and systems implemented. And an analysis of the company's decision to invoice its own bills, instead of using co-billing with local carriers. Besides that an analysis of the 2001 results.   

· March 2002 - explanation on how economic-financier analysis of a company works and a comparison between Embratel and its competitors. There is also an article on the company initiatives in the administrative area to cut costs.  

· May of 2002 - analysis of the debt refinancing operation of the company, analysis of the first quarter results, and the benefits from the new collection system (CACS) implantation and better service suspension facilities.

· June 2002 - was published an article explaining how stock exchanges works, the CVM (Brazilian Securities Exchange Commission) and how Embratel participates in this market; explanation of the new flexible compensation system that conjugates sells and receivables performance (payments). 

· August 2002 - JE explained the importance and impacts of interconnection costs in the total company's costs and Embratel efforts for decrease it. Also is presented an analysis of the financial results and strategies.  

· September 2002 - JE explained the exchange variation impact (USD x BRZ) in company's results. There is also an article on the importance of employees' participation to improve the results.   

· November 2002 - JE explained what ADRs (American Depositary Receipts) are, representative receipts of stocks form foreign company, in this case Embratel, in the USA stock market; new company focus in cash flow generation and the results of the third quarter (both also explained in Executive TVs).  

· January 2003 - analysis Embratel results and the effect of the interest rate variation in the balance sheet.

· Reward and Punishment system

The reward and punishment system presents emphasis in material rewards (mainly wage). There are occasional social rewards and the punishments are rare, in the opinion of the majority of the interviewed, the punishment identified was the demission. According to some interviewees the use of social reward is increasing, participants mention programs like "Elogio 21" (program that allows recognition from internal clients) and Vision 21 (suggestion program), that can be seen as rites of enhancement.  

Company tries to attach rewards to the financial objectives, in 2002, the variable compensation system for sales person started to include between its components the collection results from the customers. Credit analysis prior to any new sales was reinforced through the establishment of punishment for the cases against the company policy identified by auditors.  

Using Sethia and Von Glinow criteria Embratel reward system can be classified as Integrative if we consider the company as a whole, because it combines great concern with people with strong performance expectations, and as demanding, guided for performance, with low concern for the people, in the evaluation of the majority of interviewees in Finance Department. This perception was extracted from the interviews and reinforced by the results in items like selection, evaluation and promotion.
· Selection, evaluation and promotion

Selection process had receive many critics because an apparent preference for external professionals. This preference is consistent with the symbolic form of Reorganization through  denial proposed by Maynard-Moody et al. (1986) in the study of the emergency of subcultures.   

Company has program called PGD - Performance Management Program, that is an evaluation system that comprises annual evaluations, on the objectives defined by PPR - Results participation Program. Items that evaluate corporate results, group / area performance and individual objectives compose the program. Individual performance is evaluated with financial and operational objectives. Besides this quantitative data, there is formal evaluation, behavior items as commitment, entrepreneur spirit, self-development, communication and professionalism.

Despite this program, some employees had suggested that still exist preferences for some employees, who “are protected” from their managers. One of the suggestions presented to eliminate this “protection” would be the implantation of a 360o evaluation system, where its colleagues, customers (internal or external), and suppliers (internal or external) would evaluate the employees.

“There is a internal selection system, where vacant positions are divulged through the Intranet. You can apply to any position. It is interesting, “cool”, but in other hand the best positions are fulfilled based on personal "indications” of people, it's necessary “to know the manager", even in these internal selection processes.    

“The company selection and evaluation systems are sophisticated, however, there isn't a formal progression (career) program, that stimulates the employees.”     

“The selection, evaluation and promotion programs nowadays is supported by a meritocracy system, evaluation of individual performance, this generates some complains form employees remaining from the period when Embratel was controlled bey the government, who do not accept these individual evaluation systems. On the other hand, son managers still “protect” some employees.”. 

The “preference” for the selection of external employees, the evaluation and promotion with greater influence of affinities and indications was perceived especially by employees remaining from the past government control period. This is compatible with the company's process of cultural change and with the establishment of the cultural agreement around the values of the new post-privatization administration and more recently, the focus in the financial area. The employees also perceived a search of people with background in the financial market or from “finance-oriented” organizations, which is coherent with the demographic and structure perspectives on cultural agreement.
· Organizational structure and power to decide process
The company divided its structure in two great operations in 2002, reflecting the business-oriented focus of company in each one of the markets, Units Embratel Consumer and Embratel Enterprise business. The administrative and support areas had continued reporting to the presidency of the company and providing services to these two units. This represents a hybrid structure, with functional and market grouping. The finance function was divided in 3 areas in the new structure:

· Economic-financier vice-presidency - where the traditional financial and administrative areas where agrupped.   

· Financial Diretor - Embratel Entreprise Business - that absorbed the functions of credit, billing and collection for this market.  

· Embratel Consumo - that absorbed the functions of billing and collection for this market, without the creation of a specific Directory.  

Finance General managers position had been created with the objective of unit planning and control systems development with focus in performance, coherent with the divisional form of operation adopted. The structures also searched the report standardization of the results, systems and processes, through creation of general managers responsible for process and quality with financial focus. This was accomplished by standardization of work, through instructions, norms and guidelines, increasing the formalized behavior; and training activities to develop the new abilities desired by top management. In addition, they had been appointed as responsible for budgetary questions in each area of the company.

The apparent duplicity of some functions in the structures is explained by the necessity to establish focus in the cash flow generation. The increase in quantity of managers and employees in the financial area, favors the cultural agreement process, because these people assumes greater importance in the formation of points of view in a compatible approach with the structure and interaction perspectives on cultural agreement. The formal communication channels and the objectives of the organization complete those. In the same way, the identity’s perspective is present because of the common background of several of the occupants of these positions, that is emphasized by the organizational context, favoring the establishment of common points of view in the organization. This position also is compatible with the vision of structure of decision and structure of access proposal for Maynard-Moody et al (1986).

· Interpersonal Relations

The interpersonal relations had the closest result to the ideal. For the majority of the interviewees, people trust in each other and consider its relations with the company stimulate the development of a healthy informal organization. This result is consistent with the social interaction perspective of the formation of the cultural agreement, through exchange of information and reciprocal influence. A common comment was that the interpersonal relations are the main form to solve problems, conflicts and obtain results, specially when the question involve more than one area. Some transcriptions on the subject from the interviews:

“I find that the Embratel stimulates the interpersonal relations, since the organizations division and barriers they are very high, [...] this is the only way for a employee to reach its objectives, through the informal networking. Through formal channels, one gets very little in Embratel. [...] the way of survival for employees that do not have a management position is to create its proper informal networking of trusted friends...”   

 “[...] The relationship in the Embratel as a whole [...] is considered good [...] the interpersonal relations is directed to the activities, so that each one makes its part, people interact when they have common problems to solve, but every one try to keep its particularities [...]”
· Evolution of the functional cultures and conflicts

To the evolution of the functional cultures in terms of importance and influence in the decisions, a majority agrees to the emergency of the financial area as dominant subculture:

“Finances increased its importance in the organization, the budget is better divulged and the necessity to control and to save money is in people mindset [...] the technical area was the only one that lost space, diminishing its size…”    

“The marketing area influences the decisions, but it lost importance, the financial area has today the biggest influence in the organization and has moved the company objectives, marketing works based of its definitions. Top management gained importance, the structure of the organization was defined by a criteria of financial recovery for market in EBTE and EBTC, that created duplicity of functions and structures. [...]. The technical area has influence in the creation and definition of new products and services, and is one of most structuralized of the company.”    

“The marketing area lost importance, market grow at any cost was “expensive”. The speech changed from market share for profitability. The structure of the company changed, creating sub-areas of finance in marketing, the financial culture is spreading to other areas of the company. The financial area itself is passing for reorganizations.”

With regard to question of the conflicts between areas and functions, there seems to be a consensus that these had increased:

“The conflicts had increased, there is a power dispute between EBTE (Corporate area) and EBTC (consumer area) and the financial and technical functions, because the technical area is unable to take care of to all the demands of controls and customization or wants to make it in different ways than requested.”    

“The sales people was used  to have all their demands met, even if this resulted in losses for the organization, [...] today has a greater participation of the finance in the decision process, blocking sales people requests, what it has generated conflicts and disputes between the areas and some of their managers and directors.”

· Financial Results

The consequences of the changes culture in the financial results can be identified in the beginning of 2002, with the reduction of the provision for debtors doubtful, that continued to fall for 6 quarters, the reduction of the liabilities through renegotiations of the debt, cuts in the sales costs, without significant consequences in revenues. Below a picture summary:

Table 4 - Financial Results Summary

Balance Sheet 
2003

2002

2001

2000

1999


Brazilian Real
Millions
%
Millions
%
Millions
%
Millions
%
Millions
%

Total asset
12.967
100,0
12.845
100,0
12.458
100,0
11.762
100,0
9.653
100,0

Current assets
4.127
31,8
3.164
24,6
3.377
27,1
3.399
28,9
2.213
22,9

Non-current assets
1.603
12,4
1.496
11,6
899
7,2
567
4,8
363
3,8

Permanent assets
7.237
55,8
8.184
63,7
8.181
65,7
7.795
66,3
7.075
73,3

Liabilities
12.967
100,0
12.845
100,0
12.458
100,0
11.762
100,0
9.653
100,0

Current liabilities
3.966
30,6
5.032
39,2
3.497
28,1
3.611
30,7
2.556
26,5

Non-current liabilities
3.769
29,1
2.747
21,4
3.236
26,0
1.745
14,8
1.195
12,4

Other
135
1,0
121
0,9
132
1,1
110
0,9
110
1,1

Minority interests
222
1,7
224
1,7
244
2,0
211
1,8
72
0,8

Shareholders’ equity
4.874
37,6
4.719
36,7
5.346
42,9
6.082
51,7
5.717
59,2

Net revenue  Sales/Services
7.043
100,0
7.107
100,0
7.460
100,0
6.714
100,0
5.183
100,0

Gross profit
2.328
33,1
2.370
33,4
2.506
33,6
2.315
34,5
1.564
30,2

Operating Expenses
-1.858
-26,4
-3.620
-50,9
-3.188
-42,7
-1.809
-27,0
-1.224
-23,6

Operating income
470
6,7
-1.249
-17,6
-682
-9,2
505
7,5
339
6,5

Non-operating income
-70
-1,0
209
2,9
-75
-1,0
111
1,7
-37
-0,7

Income before tax and minority interests
399
5,7
-1.040
-14,6
-758
-10,2
616
9,2
301
5,8

Net income for period
223
3,2
-626
-8,8
-553
-7,4
577
8,6
411
7,9

Source: CVM – Comissão de Valores Mobiliários. Adapted by authors. 

The current assets reduction in 2003, elapses of the constitution of provisions for doubtful debtors, and stronger performance collection process in recovery of default customers, allied to the reinforcement of analyzes of credit in sales for the corporate market. That culminated with the adoption of a new variable compensation system or sales personal in May of 2002 (Jornal da Embratel, June 2002) that considers customer payments instead of only sales, as item view in the reward and punishment system analysis.

The growth of the non-current assets elapses of the expansion of the “differed tributes waiting recovery” and “judicial deposits”, which had jointly evolved from R$ 334 million in 1999 to R$ 1,54 billion in 2003. It shows to a more aggressive company’s position toward governmental taxes recovery and a greater disposition to dispute questions judicially where Embratel still can win the case, avoiding financial losses.

The crisis that the company faced is perceived in permanent assets evolution, which shows managers preference for cash generation rather than infrastructure investments. A good example is the fleet of vehicles lease back operation, which obtained at the same time new resources by sale of the existing vehicles, to diminish the monthly costs with maintenance and transport, and improve the quality of the fleet of vehicles that takes care of the customers, as divulged by "Jornal da Embratel".
Embratel’s current liabilities reduction from 2002 to 2003 reflects the reduction of the company’s short-term debt, specially the fall of R$ 1,349 million in the heading “loans and financing”, which evolved from R$ 2,566 million in 2002 to R$ 1,217 million in 2003. Another factor that contributed for this reduction was the search in all the areas for the reduction of its costs with suppliers, personal, technological resources, establishing a commitment with “savings”, with “making more and better with less resource”. The clear communication through the company’s internal communication vehicles, with the participation of the top management in the process, contributed to change the employees practice and attitude towards expenses with third parties.  

The profit and loss demonstration shows that in 2001 and 2002 Embratel have great losses, one of the cause was the accelerated growth of the sales expenses, with a explosive trajectory, practically duplicating from 2000 (R$ 795 million) to 2001 (1579 million). In 2002, the company starts rigid controls of these expenses, getting a fall of more than 30% in the sales expenses (R$ 1076 million). In 2003 the trend was kept and the Embratel came back to the 2000 levels, with a new 30% fall without consequences in the revenue, what shows a clear improvement in the management and a bigger conscience on costs, as was observed in the cultural analysis.

V. Conclusion

The answer to the main objective of this work, that is, to analyze the influence that the alteration of the focus of the objectives of the organization for financial aspects had in the alignment of the culture around the values of the financial subculture and which its consequences in the financial performance of the organization, was reached. It allows confirmation of the cultural agreement process that occurred, converging to the core values of the financial function, which assumed a role of dominant subculture and lead to the reversion of the company losses throughout the last quarters.  

The analysis of the interviews evidenced the importance of the management of key variables in this process. Among then we can identify shared understandings about the objectives, mission, vision and formal values of the organization, the communication system, interpersonal relationship processes, the processes of selection of new employees, evaluation and promotion, the reward and punishment system, and the adjustment of the organizational structure.
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Questions for discussion 

1) Telmex (Teléfonos de México S. A.) bought Embratel in 2004. The new controller company intends to change Embratel's culture to incorporate Telmex values and way of conducting business. To accomplish this objective, in 2006, a new mission, vision, values and principles were presented to the employees. What similarities and divergences you identify between the previous cultural statements and the new ones? From who do you believe that the Telmex will find greater resistance to change?
Mission

To be the reference company in communications services, enclosing voice, data and multimedia, with high quality and focus in the customer and the market, creating value for shareholders, customers, employees and society, through human development and application of state-of-the-art technology.
Vision

To reach the leadership as supplier of communication solutions, and to be recognized as the best and fastest growing company in the market, expanding services in all potential markets.

There are four values in our corporate culture:

1. Work,

2. Growth,

3. Social Responsibility, 

4. Austerity.

Our Company’s activities are focused on complying with the following principles:

1. Customer Service,

2. Quality, 

3. State-of-the-art Technology.
2. After Telmex executives arrived in Embratel, the company changed its process of internal communication. Instead of using technological resources, like Executive TV's, printed material and Intranet, Telmex started to focus in information dissemination through meetings between Human Resources and small groups and direct communications from manager to employee. In addition, we can perceive an increase in communications related to marketing and sales. Analyze this change, considering Telmex cultural change objectives.

3. In the last 2 years several new employees were hired, mainly for Marketing and Sales, and managers from this area where promoted and assumed new roles in organization. Enterprise Business organizational was separated in five new units: four units in Enterprise Business, according to geographical criteria, one unit responsible for negotiations with other carriers. Consumer unit remains unchanged. What changes you identify in selection and promotion systems and structure. Are these changes expected? 

4. Considering the changes described, and the information that Telmex have a low cost philosophy, that implicates in major cuts in administrative and supplies expenses, what do you expect that are going to happen with conflicts and employees satisfaction? 















PAGE  
2

