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Abstract

There is a growing body of literature which recagsi the strategic importance of middle
managers (Westney, 1990, Kanter, 1982, Balogun3,2B@logun et al., 2011, Tippmann et
al., 2013). Through enactment of strategic acésitmiddle managers influence how strategy
develops in organisations (Aherne et al., 20149ydFland Wooldridge (1992) developed a
model of upward and downward strategic activity eithhas been the basis for much of the
research on middle managers. However, recent dewelots have highlighted the limitations
in only researching upward and downward strategiiviies (Rouleau and Balogun, 2011).
Middle managers are engaged with interfaces abawk kelow them, and also at the
horizontal level both inside and outside the orgamon. This research addresses this gap and
platforming from the Floyd and Wooldridge (1992) dey develops a new typology
incorporating the upward, downward and horizonti@tsgic activities of middle managers.

The chosen context of this study is the subsidgegeral manager level in multinational
corporations (MNCs). The complex nature of thedtmes of the MNC is an exemplar case
to examine strategic activities at the middle managnt level. Despite the growth in
research on multinational subsidiaries, there igck of understanding of how strategy
develops at the subsidiary manager level (Dorreémiréand Geppert, 2006, Birkinshaw and
Pedersen, 2009). This study addresses this issuwmrmeptualising the subsidiary general
manager as an MNC middle manager.

The new framework of middle manager strategic #@gtig applied to the subsidiary general
manager of the MNC. Semi structured interviews sghior subsidiary managers refined the
theoretical model and informed the survey instrutmeich is the primary research tool in
this study. The general managers of more than ly&)0subsidiaries of foreign MNCs were
surveyed, with a response rate of 16%. Exploratacyor analysis and multiple regression
analysis are used to test the antecedents andnoescof the middle manager’s strategic
activity. Confirmation of the typology, and of teegnificance of individual manager’s skills
and competences to subsidiary level outcomes, dimgjulearning, strategy creativity and
initiatives, make important contributions to threreams of literature: the middle
management strategy literature, the internationginess literature and the literature on the

importance of individuals within the organisation.
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Chapter One: Introduction
The discipline of strategic management is predonilpafocused on how the top

management team (TMT), through their strategic slees, influence firm performance
(Papadakis et al., 1998). However, there is a grgwecognition of the contribution of the
middle management level to strategy in organisati@estney, 1990, Hornsby et al., 2002,
Dutton et al., 1997, Kanter, 1982, Mintzberg, 199&pompting Floyd and Wooldridge’s
(1992) development of a seminal typology of middi@nager strategic activity. This
typology established that middle managers influestrategy upwards to TMTs through
synthesising information about company activitieed achampioning new potential
alternatives. Secondly, middle managers influenosv tstrategy develops below them
through the process of implementing the compangkbdrate strategy and in facilitating
adaptive approaches. The combination of theseitesivcan impact significantly on strategic

outcomes (Floyd and Wooldridge, 1997).

Middle management research to date confirms tlaegfic importance of middle managers
(Wooldridge et al., 2008). However, there is théoad support and anecdotal evidence that
the Floyd and Wooldridge (1992) typology fails tpture some of the more intricate middle
manager activities. There is an increasing bodyitefature which suggests that middle
managers make a richer contribution to strategy f{i@viously considered (Balogun and
Johnson, 2004, Rouleau and Balogun, 2011, Balo2@®3, Balogun et al., 2011, Mantere,
2008, Tippmann et al., 2013). While effective &gt management in organisations is
reliant upon middle managers connecting the top taedbottom of the organisation, this
overlooks crucial strategic activities taking planethe middle of the organisation. Middle
managers are responsible for connecting managéngiaown level within the organisation,

and with managers at similar levels in externahargations. These horizontal activities have
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been largely overlooked to date (Rouleau and Balpg8011). This research addresses this
gap by developing a new typology of horizontal arettical middle manager strategic

activity, platformed on the original work of Floyshd Wooldridge (1992).

An extensive literature review supports this newoenpassing typology which more fully
encapsulates the strategic activity of middle mamagin their position in the centre of the
organisation, middle managers are engaged withfaates above them, below them, and at
their own level. The new typology proposed by #tisdy develops eight strategic activities
which capture these different interfaces. The fawtivities established by Floyd and
Wooldridge (1992) are maintained, and four new zwnial activities are established. The
study develops arguments to demonstrate, that mwitheir own organisation, middle
managers carry out activities related to internabrdinating and deepening internal
networks. In addition, outside of the organisatioitldle managers are engaged in activities
related to external business trading and expanekigrnal links. Combined with the original
typology of Floyd and Wooldridge (1992), these faekv horizontal roles more truly capture

the strategic activities of middle managers.

The chosen exemplar context in which to exploreagropriateness of the new framework
is the subsidiary of the multinational corporati(MNCs), taking the subsidiary general
manager as an MNC middle manager. The MNC is newrtbst dominant form of economic

activity in the world, and represents a unique exhin which to explore the complexities of
middle management’s strategic activities. To daéspite the intuitive appeal of this rich and
varied context, few studies have attempted to emplbe strategic activities of middle

managers in this complex setting. In fact, desfite growth of subsidiary research in

international business literature, research hadoite enough to uncover crucial practices



relating to strategy at subsidiary management |@étrenbacher and Gammelgaard, 2006,

Patterson and Brock, 2002, Birkinshaw and Pede9).

In particular, the relationship between the skadlsd competence of the individual middle
manager and the contribution of the subsidiary sdadher investigation (Balogun et al.,
2011). In response, a major survey of the populatib subsidiary managers in Ireland is
undertaken. The MNC subsidiary sector in Irelangregsents a dynamic environment in
which to carry out a study of this nature. Whilegeisant of the limitations of this
geographical and organisational setting, the figslinill have major insights for middle

managers operating in all large organisations.

The following chapter establishes the theoreticglortance of middle management research
in the context of the MNC. Chapter three then kwtlge theoretical foundation for the new
typology of middle management strategic activithisTis followed by an outline of the
hypothesis development for the proposed model aptEr four. Chapter five sets out the
research methodology for a large scale survey ofoMihddle managers. The findings from
the statistical analysis are reported in chapter €lhapter seven identifies the key
contributions of the research for three streamditefature: middle management strategy
literature, international business literature amel literature on the importance of individuals

to strategy.



Chapter Two:  Strategy from the Middle

2.1 Introduction
Recently strategy research has expanded beyondiofhemanagement perspective, to

recognising mid-level professionals, whose actgitiand behaviours have important
consequences for strategy formation within orgdmisa (Wooldridge et al., 2008). Middle
management includes managers who give and recereetidn (Stoker, 2006). These
managers are closer than senior managers to dadgytoperations, customers and frontline
employees, but are still removed enough from fioetwork to “see the bigger picture”
(Huy, 2001, pp. 73). Middle managers have knowlealgeut the operations of the firm but
also have access to senior management who relyhein ¢ontribution (Kanter, 1982,
Wooldridge and Floyd, 1990, Balogun et al., 20THus middle managers are increasingly

important to the strategy process in organisat{gherne et al., 2014, Osterman, 2009).

Research on middle managers has added much tonderstanding of strategy and change in
organisations and offers great promise for futmsaght. The roles and influence of middle
managers have been examined from different peligspsctcorporate entrepreneurship
(Bower, 1970, Burgelman, 1983c, Hornsby et al., 2200nnovation and organisational
learning (Kanter, 1982, Nonaka, 1994, Nonaka anddiehi, 1995, Tippmann et al., 2012),
strategy implementation (Balogun and Johnson, 2@4th and MacMillan, 1986, Huy,
2002, Aherne et al., 2014, , 2011), strategy makgiogess (Currie and Procter, 2005, Dutton
and Ashford, 1993, Floyd and Lane, 2000, Pappasvdodidridge, 2007, Wooldridge and
Floyd, 1990), organisational change (Stoker, 2@#&pgun, 2003, Balogun and Johnson,
2005, Balogun, 2006) and organisational performdar, 2005, Floyd and Wooldridge,
1997). Although the research questions addresseslaied widely, this emerging “middle
manager perspective” shares the premise that middlegers are central to explaining key
organisational outcomes (Wooldridge et al., 2008)wever, from a strategy perspective
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research has not always been able to identifylitks Although the roles and influence of
middle managers have been studied in detail, tisestill much work to be done to fully
determine how middle managers, who lack the forawghority of senior management, act

strategically and impact on organisational outco(Resileau and Balogun, 2011).

2.2 The Middle Manager Perspective
A number of motivations are outlined as the basisafmiddle management perspective. Due

to their intermediate position in the organisationiddle managers serve as important
interfaces between otherwise disconnected actarslamains (Floyd and Wooldridge, 1999,
Nonaka, 1991). Whereas early research focused oragees as sources of resistance (e.g.
Guth and MacMillan, 1986), later accounts highleghtheir potential as agents of change
(e.g. Huy, 2002). Research also suggests that eniddlnagers are more likely than top
managers to penetrate the causal ambiguities sulmoy relationships between an
organisation’s capabilities and its economic penfance (King and Zeithaml, 2001).
Therefore middle managers are an important poimtbservation to study the organisational

process associated with building and renewing déped

Middle management research also posits an alteenatiodel of strategic choice in
organisations and questions the position of sem@magement elites (Hambrick and Mason,
1984), as the main source of influence on orgaioisalt outcomes. This view acknowledges
that complex, geographically dispersed organisatmannot be managed by single actors or
even small groups but require distributed and auve leadership throughout the

organisation where middle managers act as importadiators between levels and units



(e.g. Balogun and Johnson, 2004). Despite theseoadkdgements there is a lack of

coherent research on the impact of middle managéasge internationalised firms.

The reasons behind this lack of clarity are exgdiby some of the underlying difficulties in
studying the activities of middle managers. Unldop level managers in organisations,
identifying the most strategically influential ancgklevant mid-level professionals is
problematic, and understanding why some middle g@rsaare involved in, and influence
the process more than others is a difficult is@@ppas and Wooldridge, 2007). Also in
contrast to strategy research on top managers wluchses specifically on strategic
decisions, middle management research views syratey a social learning process
(Mintzberg, 1978). Therefore rather than keeping timderlying process hidden, exploring
the strategy-making process to understand how neasagre involved in and influence
strategy is key to middle management research @auhnd Balogun, 2011, Balogun et al.,
2014, Mantere, 2008). This heightened focus onge®can make it more difficult to study
definitive outcomes (Wooldridge et al.,, 2008). To@nagement team research focuses
exclusively on such effects, whereas middle manageémesearch is also concerned with
intermediate outcomes such as subunit performandergtiative development (Hornsby et
al., 2002, Dutton and Ashford, 1993, Dutton et 4897). As a result of this complexity,
strategy research from a middle management pergpduas addressed a wide variety of
issues and used a variety of methodological appesacesulting in a fragmented stream of

research whose cumulative impact is often diffitaltiscern.



2.3  Defining the Middle Manager
In their seminal work on middle management Floydl aWooldridge (1992, pp.157)

employed an operational definition of middle mamagrutlined by Pugh (1968);
Middle managers are organization members who limk activities of
vertically related groups and who are responsitteat least sub functional

work flow, but not the work flow of the organizatias a whole.

This definition has been the basis for much of tliddle management research which has
developed since. Growing understanding of the kiheadd depth of the strategic activities of
middle managers suggests that this definition inaisld the scope of research. The particular
difficulty is the focus on vertical activities whichas led to middle managers being
conceptualised as linking pins between verticatsgy processes (Likert, 1961, Floyd and
Wooldridge, 1997). As a result research has predamtiy focused on the upward and
downward strategic activities of middle managerser€ is recent evidence to suggest that
middle managers are not only engaged in thesecakrsirategic activities, but are also
engaged in horizontal strategic activities, boteide and outside the firm (Rouleau and
Balogun, 2011, Balogun and Johnson, 2005). Middimagement research needs to study a
wider range of middle management activities to udel both the vertical and horizontal
strategic activities (Wooldridge et al., 2008). Aremplar context to carry this out is the

complex organisational setting of the multinatiooadporation (MNC).

In the modern economies of the world the multinslocorporation (MNC) has emerged as
the most dominant form of economic activity anét&gic management research within these
firms is a major source of enquiry (Rugman and ¥kd) 2003, Rugman et al., 2011b,
Mudambi, 2011, Dunning, 1995, Newburry, 2011). Hegre research has not yet provided
clear insights into how middle managers operat@iwithese multifaceted, multi-structured
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organisations. The competitive advantage of the MdlGuilt upon the contribution of its
network of subsidiaries. As a result the most semanager in a multinational subsidiary is
one of the most crucial middle managers operatmgornganisations today, yet middle
management research has not realised the potaiftifdcusing on this specific middle
management level. This study addresses this isstiedantifies the most senior subsidiary

manager, not as a subsidiary general managerstibeaMNC middle manager.

2.4  The MNC Middle Manager
By viewing strategy as a social learning process(aberg, 1978), the middle management

perspective has considerable potential to unlockatesiic processes within large
organisations. However, the potential of taking skiesidiary general manager as an MNC
middle manager has been largely overlooked in reBeavith some notable exceptions (e.g.
Dutton and Ashford, 1993, Dutton et al., 1997, Dutet al., 2001, Delany, 2000, Boyett and
Currie, 2004, Balogun et al., 2011). The subsidiragnagement level in MNCs fits all of the
assumptions of the middle management perspectiveeasut by Floyd and Wooldridge
(2000), in their influential book. The middle maeawent perspective assumes that it is the
mid-level of organisations where knowledge abowtalions, operations and context is most
likely to come together to form a complete strategicture. Motivation on the part of
midlevel actors is assumed and individuals are eepeto be motivated to act strategically
(Balogun, 2003, Hornsbhy et al., 2002). Finallypnder for the actions of middle managers to
result in strategic renewal, a significant degreenallevel autonomy is assumed (Floyd and
Wooldridge, 1992, Aherne et al., 2014). Renewalireg actors to engage in activities and

take chances that go beyond top management intsnfitne body of literature on subsidiary



management meets all of these assumptions butsuagly the middle manager perspective

has not been applied in any great detail to theididry general manager.

2.5 Subsidiary Operations
In a study of subsidiary management it is firsthgpbrtant to define what is meant by

multinational subsidiaries. The focus in this stuslyon the management of wholly owned
subsidiary operations, where the subsidiary isngefias a value adding activity outside of the
MNC’s home country (Birkinshaw and Pedersen, 208@fterson and Brock, 2002,
Birkinshaw, 2001). The multinational subsidiarycemmonly conceptualised as an integral
part of MNC strategy and a strategic decision makepecific local contexts (Andersson et
al., 2002, Garcia-Pont et al., 2009, Meyer et 2011, Birkinshaw et al., 2005). A unit's
strategic responsibility is to combine the resosiroEthe MNC with local resources in the
host economy to create products or services theantthen supply to external markets or
within the internal market of the MNC (Rugman andrbeke, 2001, Birkinshaw, 1996,
Birkinshaw, 1997, Birkinshaw and Hood, 1998, Bigtilaw et al., 2005, Taggart, 1998a,
Ambos et al., 2010). Subsidiary managers contridatehe MNC’s global strategy by
assuming a strategy that creates and exploits apptes in their specific context (Meyer

and Estrin, 2014, Ambos et al., 2010).

From the MNC perspective, it is commonly assumedat tbubsidiaries will execute a
headquarters determined strategy for their unfioumily and consistently (Prahalad and Doz,
1987, Bartlett and Ghoshal, 1989, Devinney et 2000, Dunning, 2001). In practice
however subsidiaries vary considerably in what tdeyand how they engage in strategic

activities. This variation of subsidiary strategictivity within an MNC depends on both the



MNC'’s global strategy and the availability and awer of resources (Anand and Delios,
2002, Hennart, 2009, Anand, 2011). Subsidiaryetmaemerges from the interaction of firm
specific and country specific advantages (Rugmah\arbeke, 2001). The strategic actions
of subsidiary management are crucial to this pmcékerefore it is notable that up to now,
research has been very slow, to attempt to uncetrdtaw subsidiary managers carry out
their roles (Do6rrenbacher and Geppert, 2006, Dbéeher and Gammelgaard, 2006,
Rugman and Verbeke, 2003). The reasons behindvybisight may be explained in the slow

rise to prominence of the subsidiary manager ierirdtional business research.

2.6  Subsidiary Strategy
The concept of ‘subsidiary strategy’ permeatesrmaonal business literature (Taggart,

1998a, Taggart, 1998b, Birkinshaw and Hood, 1998yéhbacher and Gammelgaard, 2010,
Meyer and Estrin, 2014, Garcia-Pont et al., 2008laby, 2000) but despite its prominence,
what actually constitutes subsidiary strategy hasbeen adequately explained. This may be
partially due to the use of the terms ‘subsidiamnategy’ and ‘subsidiary role’ somewhat
interchangeably in the literature (Birkinshaw, 1p9The important difference is that
‘subsidiary role’ (Birkinshaw, 1996, DorrenbachendaGammelgaard, 2006) suggests a
mandate bestowed by MNC headquarters (Birkinsh®96)Lwhereas ‘subsidiary strategy’
(Garcia-Pont et al., 2009, Meyer and Estrin, 20b#)lies a level of strategic ‘choice’ by

subsidiary level management (Birkinshaw and Ho@88).

Like managers of independent firms, subsidiary rgara pursue strategies to achieve
economic objectives, but as middle managers in MNRBsy do so interdependently with

their parent MNC. The parent provides subsidiawéh access to resources, but also insists
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on sharing their resources, and places constramtfe initiatives that subsidiary managers
can pursue (Birkinshaw and Hood, 1998, Birkinshamd &orrison, 1995, Ciabuschi et al.,
2011). With increased globalisation the complexspuees placed on subsidiary managers
have been amplified in recent years. Subsidiarivides have become more ‘fine sliced’
within global value chains and the economies ofthosuntries have become more
sophisticated (Kedia and Mukherjee, 2009, Doh, 2@&auri and Yamin, 2009, Buckley,
2009a). Advances in technology and communicaticane halso meant that the issues of
management control in MNCs are changing dramagic@flamin and Sinkovics, 2007,

Sinkovics et al., 2011, Andersson and Pederser))201

As a result of these developments subsidiariesnarve being asked to meet a number of
different strategic objectives simultaneously. kwttly they are specialising in more
narrowly defined activities as part of highly intaggd MNC structures. As such they trade
their products and services with subsidiaries hemtocations as part of the MNC'’s global
strategy (Buckley, 2009a, Koza et al., 2011, Rugmiaal., 2011a). They are also asked to
contribute to the global operations of the MNC byndining local resources with the MNC’s
global competences. Furthermore, the role of tHesidiary may evolve over time which
requires management to evolve with it (Birkinshawd aorrison, 1995, Birkinshaw and

Hood, 1998, Santangelo and Meyer, 2011).

2.7 Developments in Subsidiary Management Research
The emergence of the MNC post World War Il stimedatresearch interest in the

management of dispersed units or subsidiariesotisily, headquarters was considered the

only source of competitive advantage for an MN®é¢deveraged overseas by the transfer of
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knowledge to foreign subsidiaries (Dunning, 198&rnon, 1966). Initial studies generally
adopted the MNC, or the MNC-subsidiary relationshp the primary unit of analysis. From
the 1970s on MNC structures underwent a profouratges of change in terms of the
functions performed by subsidiaries and the natfre¢heir relationships with their head
offices, other operating units within their parénins and the local environments in which
subsidiaries are located (Birkinshaw and Hood, 19BBkinshaw and Hood, 1998b,
Patterson and Brock, 2002). It was not until th8QK) with the publication of Otterbeck’s
(1981) seminal paper on the management of headysidrsubsidiary relationships, that the
management of multinational subsidiaries was reisegihas a distinct field of research from
within the fields of international and strategicmagement. This field then developed in four
discernable streams setting the foundation foragneission towards taking the subsidiary
itself as the unit of analysis (Birkinshaw and RAedm, 2009, Patterson and Brock, 2002).
The four themes are; Strategy / Structure, HeadensaiSubsidiary Relationship, MNC

Process Research, Subsidiary Role.

2.7.1 Foundations of Subsidiary Research
Strategy / StructureThe alignment between strategy and structure rigelaorporations

emerged out of early work on organisation theomjtidlly, literature focused on the
strategies and structures of MNCs from a clasgeaspective, attempting in the main to
understand why certain structures were adopted{@u 1972, Egelhoff, 1982, Daniels et
al., 1984). Bartlett and Ghoshal (1989) proposed‘ttansnational solution” as the preferred
design for the multinational corporation and thigpm@ach emerged as a dominant paradigm.
The transnational corporation spreads its operatammoss many regions and maintains high
levels of local responsiveness. Structure is seesomething which changes to fit strategy, at

least in the short term. This stream assumes trategy itself was developed at corporate
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headquarters and little consideration is given le tole of the subsidiary in strategy

development.

The Headquarters-Subsidiary Relationshifhis literature stream is the first to give real
attention to MNC subsidiaries and their potent@l ihdependent thinking, but rather than
focusing on those possibilities, it is predominamibncerned with how headquarters control
subsidiaries. The main focus was on centralisaind formalisation of decision making

(Gates and Egelhoff, 1986, Hedlund, 1981), as wsllhow to integrate a portfolio of

subsidiaries to maximise the usefulness to heatkesafPicard, 1980). This research is the
first to acknowledge that subsidiaries can attairedain level of autonomy and influence
(Patterson and Brock, 2002). The notion that sudnsés$ could potentially engage in strategy

development at a local level had emerged.

MNC Process ResearchQriginating from the strategy process literaturkis tstream
emphasises strategic decision making and orgammsdtchange in MNCs. Moving from the
more formal headquarters-subsidiary relationshipcsire and their focus on traditional
hierarchical relationships, this body of resear@hlights a more complex, dynamic reality
(Birkinshaw and Pedersen, 2009). Subsidiaries dfere unique access to key resources,
operate with far more degrees of freedom thanfisially condoned, and formal structure is
often less important than management systems tureuhs a way of controlling subsidiary
managers (Doz, 1976, Prahalad, 1976, Bartlett, 197@halad and Doz, 1981, Hedlund,
1986). However, similar to the strategy-structuream, the primary unit of analysis remains
the entire MNC rather than the subsidiary, and puotential for subsidiary strategy

development was overlooked.
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Subsidiary Role The shift in emphasis, initiated by the processastr, towards adopting the
multinational subsidiargas a unit of analysis and, to some extent, takmegheadquarters as
an external factor, allowed researchers to taketaildd look at the various strategic roles of
those subsidiaries (Patterson and Brock, 2002k dévelopment prompted the emergence of
the subsidiary role stream. Following Ghoshal’'s 8@09 study of innovation processes
identifying the role of the subsidiary in genergtimnovations for diffusion across the
organisation, researchers began investigating iffexeht roles that subsidiaries play within
the MNC (White and Poynter, 1984, Crookell, 198TtkiAshaw, 1996, Birkinshaw and
Hood, 1998). What emerged from this research wascagnition that subsidiaries were
assigned different roles based on their uniqueurees and capabilities, and that some
subsidiaries enjoyed considerable autonomy overdireelopment of their own role (Bartlett

and Ghoshal, 1986).

SUBSIDIARY MANAGEMENT RESEARCH

Strategy Structure

HQ-Subsidiary

MNE Process

UNIT OF ANALYSIS HEADQUATERS

Subsidiary Role

UNIT OF ANALYSIS THE SUBSIDIARY

Adapted from Paterson and Brock (2002) & Birkinshaw and Pedersen (2009)

Figure 1: Subsidiary Management Research
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The shift in emphasis highlighted in figure 1, todasetting the multinational subsidiary as a
unit of analysis and, to some extent, taking thadnearters as an external factor, allowed
researchers to take a detailed look at the varstustegic roles of those subsidiaries
(Patterson and Brock, 2002). It was this changemphasis which became the foundation of

the most recent research themes focusing on therdrof subsidiary development.

2.8  Subsidiary Development
The role played by subsidiaries and their competiposition within their respective MNCs

are perceived as being subject to change over {#wohcaoucauo et al.,, 2014). This
development process can largely be seen as a mesporthe pressures and opportunities
arising from changes in the nature of markets aedricreasing pace of technological change
(Mudambi, 2008, Ghauri and Yamin, 2009, Rugman afetbeke, 2003). Increased
globalisation processes, the shortening of protiigctycles and the overall need for greater
flexibility in all areas of corporate activity haved a major impact on the development of
the multinational subsidiary (Dunning, 1995, Peal@®9, Mudambi, 2008, Buckley, 2009a,

Rugman et al., 2011b).

Past MNC research on the parent company subsideayionship tended to focus on the
different strategic roles of the subsidiary in tiela to the parent company and/or sister
subsidiaries (Bartlett and Ghoshal, 1986, Ghoshadl @artlett, 1988, Gupta and

Govindarajan, 1991, Jarillo and Martinez, 1990JoAg running assumption underlying early
research was that subsidiary capabilities werenérior sub-set of capabilities transferred
from the parent company (Kurakawa et al., 2007)addition to that subsidiaries were seen
as having stable and limited degrees of freedonterims of autonomy versus control from

their parent, to shape the development of their @apabilities (Asakawa, 2001). More
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recent research on subsidiary development hasignedtthese assumptions (Collinson and

Wang, 2012).

An important development was the stream of litemtwhich investigated how subsidiary
roles evolve over time. The recognition that suiasid evolution could be driven by a
number of sources was a major step forward forididrg research (Balogun et al., 2011).
Birkinshaw and Hood (1998) provided a particulan§luential model, emphasising three
drivers of evolution: the parent company, choicetlom part of the subsidiary and the host
country environment. Although the authors acknogéethat the three mechanisms interact
to determine the subsidiary’s role, the point i$ specifically developed (Van Egeraat and
Breathnach, 2012). Patterson and Brock (2002) ptese more elaborate model that
highlights the interactions between the three dsiv8avares (2002) again built on the
framework of Birkinshaw and Hood (1998) and propaseextensive multilevel systems
perspective on subsidiary evolution built arounel same set of three drivers: the subsidiary
itself, the internal environment of the MNC and theernal environment. The identification
of these three interrelated pillars as crucialubsgdiary development has been vital to the
research on MNC subsidiaries. Of particular impmréawas the concept that subsidiary
management themselves, were a crucial driving fofbsidiary development (Balogun et
al., 2011, , 2006, Dérrenbacher and Geppert, 2D@8:enbacher and Gammelgaard, 2011,
Van Egeraat and Breathnach, 2012). However, defipgteecognition of the importance of
subsidiary management, from a strategy perspectgearch has not properly addressed the
issue of how subsidiary managers actually engagérategy. This oversight may be due to
some of the difficulties in grasping what strateggtually means for multinational

subsidiaries.
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2.9 Changing MNC Structures
Historically MNCs face challenges of renewal asyth@ve to adapt to an ever evolving

global environment (Bartlett and Ghoshal, 1993)rréntly many MNCs are going through
major structural changes, which in turn requirebange to the MNC subsidiary relationship,
and a shift in the role of the subsidiary mana@galqgun et al., 2011). MNCs are moving
away from traditional hierarchical hub and spokem® of organising, often based on the
exploitation of local differences in autonomous mioy based operating units, to more
differentiated network forms that enable specisiisa where needed, but also greater

integration where possible (Bartlett and Ghosh@®31 Nohria and Ghoshal, 1997)

2.9.1 The Federative MNC
Conceptualising the MNC as a federative rather thamnitary organisation was first

proposed by Bartlett and Ghoshal (1990). They cuted that in the case of MNCs “fiat” is
particularly limited not only because some of thbssdiaries are very distant and resource
rich but more so because they control critical diglges with key actors in their local
environments. Such forms of organising suggest tAICs have more pluralist and
dispersed power structures than had previously baeknowledged (Bouquet and
Birkinshaw, 2008b, Dorrenbacher and Geppert, 26@6ner and Edwards, 1995). This led to
the conceptualisation of the MNC as a federatiodighersed power units (Andersson et al.,

2007, Andersson et al., 2002).

Within the federal structure two central charast&s confirm the potential for subsidiary
management as major contributors (Reilly and Shatkeott, 2014). Firstly, subsidiaries
share access to the MNC's internal network of resssiwhich they can leverage to develop
competitive capabilities in their local markets @Shal and Bartlett, 1988, , 1990, Bartlett

and Ghoshal, 1989). This is illustrated by therdteres on both subsidiary embededdness
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(Anderson and Forsgren, 1996, Andersson et al.1,280dersson et al., 2002, Figueiredo,
2011, Meyer et al., 2011) and subsidiary entrepnesigp (Birkinshaw, 1997, Birkinshaw,
1999, Birkinshaw et al., 2005, Birkinshaw and Ho898, Williams, 2009, Scott et al.,
2010). Secondly, subsidiaries can also engage liabowative efforts to build combinative
capabilities with other subsidiaries within theeimal network of the MNC (Kogut and
Zander, 1992, Andersson, 2003). The subsidiargsemially an insider in two systems and
can thus collaborate with both internal and extenetworks and build influence within the

federative MNC (Collinson and Wang, 2012).

Subsidiary embeddedness in both internal and esdteetworks has serious implications for
the ability of headquarters to retain exclusivetomnover strategy (Yamin and Sinkovics,
2007). Firstly embeddedness generates knowledgedbassources through subsidiary
linkages within networks (Andersson et al., 200&;sgren et al., 1999). Such resources are
typically outside the control of MNC headquartersl ancrease a subsidiary’s power and
hence its scope for independent action and inrgat{Andersson et al., 2002, Birkinshaw and
Ridderstrale, 1999, Mudambi and Navarra, 2004).o8d@ly and perhaps even more
importantly, the networks in which the subsidiasylocated, are often invisible to corporate
headquarters (Holm et al., 1995, Yamin and Sink\v2007). As a consequence knowledge
deficit is created, and related bounded rationgdigblems arise for headquarters in terms of
the subsidiary’s operating environment and resobwase (Cantwell and Mudambi, 2005).
Andersson et al (2007) contend that the vital eldme the federative model is that it
highlights how the subsidiary’s own actions caruaice the strategy of the MNC ‘from
below’. Therefore the federative model proposesarad$cape where subsidiaries have a

number of strategic options to influence their ofuture and that of the overall MNC.
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However, the emergence of the more global factbmycgires may threaten the range of

strategic options available to MNC middle managers.

2.9.2 The Global Factory
The overall consideration determining the extenmaotitinationality remains the retention of

control over corporate strategy by headquartersmigty 1970). The root of the control
problem in the federative structure is the invigipiof subsidiary networks and the resultant
knowledge deficit for the headquarters. Howeveithalgh MNC headquarters may
experience a limit to their power in controllingstéint subsidiaries, they retain the power to
structure the corporation in suitable ways to redits federative character (Yamin and
Forsgren, 2006). There is evidence of this powemim important structural developments,

which may herald the ‘demise of the federative MN(€amin and Sinkovics 2007 p.326).

Firstly, subsidiary value chain scope is being drtrally reduced, driven by MNC top
management’s increased control over their netwdrkubsidiaries. In the federative MNC,
national subsidiaries play an important role in dhganisation. But the national subsidiary is
becoming an ‘endangered species’ (Birkinshaw, 20@ildhe place of a national subsidiary,
there is a series of discreet value added acsviéiech of which reports through its own
business unit or functional line. Buckley and Gh@2004) contend that MNC strategies now
revolve around the disintegration of the value ch@the managers of MNCs are increasingly
able to segment their activities and to seek thtemab location for increasingly specialised
slivers of activity. Mudambi (2008) outlines howslprocess of ‘fine slicing’ enables firms
to amplify their focus on narrower activities withthe value chain associated with the
highest value added. The second structural devedapgomprises increased offshoring and

outsourcing of core activities. Through outsourcitite MNC centre shifts from invisible
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networks around subsidiaries to visible networkstiadled by the centre itself. As a result
externalisation actually helps shift the balanc@aiver in favour of control and planning by

the MNC centre (Nolan et al., 2002, Strange and tdeyn2006).

The motivation for the establishment of subsid®has changed and therefore there is a need
to adopt a new approach to the study of the sudosignanager (O'Brien et al., 2011, O'Brien
et al., 2013). Traditionally international businesfiolars assumed that the key strategic issue
for the MNC was the handling of the tension betwidmnimperative of global integration on
the one hand and the need for national responsgeoe the other (Bartlett and Ghoshal,
1987). The need for responsiveness, in part, tefiean environment in which national
governments had significantly more bargaining powveheir dealings with MNCs than they
generally do today. Globalisation has reduced #edrfor national responsiveness. Overall
MNC strategies are moving towards greater globagtdeast regional, integration and their
investment decisions are increasingly motivatedefficiency and strategic asset seeking
(Rugman and Verbeke, 2004, Rugman and Verbeke,)20b& growing liberalisation of
markets and greater mobility of firm specific asskave become key influences on MNC
strategies (Dunning, 2000, Dunning, 2002, Dunning Blarula, 2004). The pattern of FDI
flow is increasingly influenced by the reality thhbst countries fit into the strategic
calculation of MNCs as sites for key resourcesapabilities rather than markets. The more
precise use of locational and ownership strateoye8INCs is the very essence of increasing
globalisation. Rather than federations, MNCs are/ mgveloping into what Buckley has

labelled the ‘global factory’ (Buckley, 2009a).

The notion of MNCs as a global factory requiregthink of the role of the subsidiary within

the MNC. Instead of enjoying responsibility for nyasf the value chain elements associated
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with particular products of services subsidiary tsininay now find their responsibility
narrowed to just limited aspects of much wider\aitéis. Essentially this structural shift,
driven largely by a desire for cost saving, dividese holistic value chains into packages of
potentially unrelated activities spanning acros#tipla and dispersed value chains (Scott and
Gibbons, 2011). In turn within these competitiveienments location based advantages are
likely to erode as global value chains become ewere disjointed, leading subsidiary roles
to become even more narrow and specialised haviagprmmplications for subsidiary
management. It is imperative that research begingnterstand what the impact of these
structural changes on the strategic role of thaiglidry manager in today’'s MNCs. Research
however has struggled to properly apply strateggomy to the level of the subsidiary
manager. These difficulties are due to the problesitis adopting the subsidiary itself as the

unit of analysis.

2.10 Applying Strategy Theory to the MNC Subsidiay
Considering the depth of subsidiary managementrekdt is strange that from a strategy

perspective there are few clear insights to guitieeeresearchers or subsidiary managers
(Dérrenbacher and Geppert, 2009, Scott et al., RORDkinshaw and Pedersen (2009)
contend that within the field of multinational sidiary research there is considerable scope
for more careful application of theory. A great ldefsthe research which has been carried out
to date has been well structured but lacking iongirtheoretical underpinnings. However, the
task of applying theory to multinational subsidiaesearch is challenging for a number of
reasons. To begin with, the required level of asialfor the majority of theory is the MNC as
a whole, rather than the subsidiary. Thus, problarise when attempting to apply firm level

theory to the subsidiary unit.
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The underlying premise of subsidiary strategy iat tbespite the constraints placed on
subsidiary management by headquarters and the tpkge, they still make decisions of

their own volition, not simply on behalf of HQ (Rinshaw and Pedersen, 2009). Analysis of
subsidiary studies confirms that subsidiaries agaging in strategy development, at least at
a local level, with a view to building or at leasaintaining current resources (Garcia-Pont et
al., 2009, Birkinshaw, 1997, Birkinshaw and Hoo@98, Birkinshaw et al., 2005, Delany,

2000, Meyer and Estrin, 2014). Theorising this lveh& represents a major consideration

when selecting an appropriate research foundation.

The orthodox view of strategy development is basedhe view that developing strategy
successfully leads to competitive advantage ystuigw is not appropriate when researching
strategy at the subsidiary level of analysis. Thesgliary unit is only one part of the
corporation, and given that competitive advantageommonly argued to arise as a result of
the unique configuration and coordination of a ooation’s activities, then competitive
advantage is not a basis to study subsidiary glya(Borter, 1996, Hashai and Buckley,
2014). Instead it is important to identify the innfamt elements that are the focus of strategic
activity at the subsidiary level. Birkinshaw anddBesen (2009) identify the market
positioning component and the resource developrmeentponent as the most important
elements, but recent developments suggest thatnthis not be accurate. In the current
environment it is important to ask the questionwhamuch does the modern subsidiary

manager identify with both of these componentsaitsgy?

Market Positioning

Subsidiary management’s freedom to shape their ehgrésition has become increasingly

constrained in recent times. The emergence of gmisomers for products has reduced the
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requirement to develop products for the specifiedseof a particular market (Mudambi,
2008). Outsourcing and offshoring of activities laéso led to subsidiaries playing narrower
roles within global supply chains (Buckley, 2009Buckley, 2011). Mudambi (2008)
describes how corporate headquarters may decitlgeqrarticular location for value creation
within their value chain, consigning the remainsupsidiary units to fulfil their specific role
with little opportunity for any additional inputndéreased access to information has also
reduced knowledge deficit in MNCs, giving headgeestunprecedented access to the
activities of their subsidiaries, and reducing thetential autonomy of the subsidiary
(Sinkovics et al., 2011, Yamin and Sinkovics, 20Aidersson and Pedersen, 2010). In fact
most subsidiaries actually have far less controtrotheir market positioning that the

traditional approach would suggest and this curtremid looks set to continue.

Resource Development

Resources are defined as the stock of availabteriaowned or controlled by the firm, and
capabilities are a firm’'s capacity to deploy resest usually in combination, using
organisational processes to effect desired end t{{And Shoemaker, 1993). If a subsidiary is
to be taken as a unit of analysis in its own righit possible to split up resources and
capabilities between the subsidiary and the MNCRintaresources first, Birkinshaw and
Pedersen (2009) argue that most tangible resoareeseld at the subsidiary level, while
most intangible resources are held at the firmlleVbere are obvious exceptions to this
analysis but the crucial point is that it is possito identify the location or ownership of
resources. To make such a split with capabilitesaimuch more difficult task. Some
capabilities are definitely held at the firm lewatd are distributed across the network of

subsidiaries. Others emerge at the subsidiary leared are particular to individual
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subsidiaries. The majority, however, are locatetieghere between the firm level and the

subsidiary level making them very difficult to segpte.

2.11 Subsidiary Strategy from the Middle
These arguments highlight the distinctive challenigestudying strategy development at the

subsidiary management level, and the need for a agwoach to subsidiary management
research. Subsidiary management research has duolvake the subsidiary itself as the unit
of analysis, now research must incorporate factmsociated with the unique context in
which the subsidiary operates. Multinational suiasids exist within a context heavily
dictated by their relationship with their parentrgzany (Campbell et al., 1995, Goold et al.,
1998). Recent developments in international busirlesory suggest that this relationship is
increasingly based on control by the parent (Bucgkk®09b, , 2009a, , 2011). Complexity is
further exacerbated by the drive towards subsidembeddedness, both internally and
externally, so that as a result subsidiary manageraee pulled in a number of different
directions (Garcia-Pont et al., 2009, Anderson drafsgren, 1996). Despite these
developments there is growing acceptance that diabpgimanagers should retain the ability
to make strategic decisions related to their own (Meyer and Estrin, 2014). However, if
one considers the position of the subsidiary withia overall organisational structure of the
MNE, the applicability of traditional strategic negement approaches becomes more

guestionable.

At its origins, strategic management assumed ttrategly research is about helping top
managers determine appropriate organisationakglyand install necessary implementation
mechanisms (Andrews, 1971, Ansoff, 1965, Chandleé62). Even after the field turned

towards strategy process research the “top managéperspective remained the genesis for

24



virtually every hypothesis in empirical work, andsh theoretical work has since moved

under the same assumptions (Hambrick and Finke|st&B88, Hambrick and Mason, 1984).

The body of research on the “top management teaewi of strategy represents some of the
most coherent and cumulative research in the osgtanal sciences (Wooldridge et al.,
2008). However, the particular context of the sdiasy highlights the limitations of its

underlying assumptions and as a result, our uraeteistg of how strategy develops at the
subsidiary management level. The assumptions oftdpe management perspective on
strategy development do not apply to the uniquetexdnin which subsidiary managers
operate. By departing from previous positions aedc@ving the subsidiary manager as a
middle manager, it is possible to reframe the sliaigi management literature and contribute

to the understanding of subsidiary manager’s role.

Strategy in organisations has moved from being ssesomething that organisation have, to
something that organisations do (Balogun et all420ohnson et al., 2003, Jarzabkowski et
al., 2008, Whittington, 2006). Henry Mintzberg (B)7was one of the most influential
contributors to this paradigm shift. The core cquiee Mintzberg's theory is the definition of
strategy itself as ‘a pattern in a stream of astidMintzberg and Waters, 1985, p. 257).
Defining strategy in this way means that strategitons occur in many different parts of the
organisation. The significance of this definiti®that it broadens our view of strategy to
encompass more than top management decision makwegdefinition suggests that strategy
results, over time, from the activities of multigetors (Floyd et al., 2011, Jarzabkowski and
Paul Spee, 2009, Sminia, 2009). Therefore resemdh&erested in studying strategy no
longer limited themselves to studying the thougimd decisions of senior managers (Bower,

1970, Kanter, 1983, Schilit and Locke, 1982). Thiera major contribution to be made in
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combining the strengths of the middle manager metsge and the body of research of
subsidiary management to develop a framework taysttrategy at the MNC middle

manager level.
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Chapter 3: New Middle Manager Typology of Strate@g Activities

3.1  Selecting the Framework
A number of authors discussed the role of middieagament in strategy but Floyd and

Wooldridge (1990) were the first to explicitly exsm@ a relationship between middle
management involvement in strategy and organisaltiperformance. Building on important
insights from earlier literature (Burgelman, 19834983c, Mintzberg, 1978, Mintzberg and
Waters, 1985, Hart, 1992, Hart and Banbury, 198%)yd and Wooldridge developed a
model of four strategic activities of middle managd hey outlined two dominant theoretical
arguments. Firstly that middle management involveme strategy improves performance
by improving the quality of strategic decisions.n@uatively these decisions result in a
superior organisational strategy. The argumentpatipg this are that as environments
become more complex and dynamic, leaders are lest@fully articulate comprehensive
strategy. Instead strategy is made in the adaptwde, and is the product of a stream of
decisions made by many individuals over time (Moetzy, 1978). In these situations where
strategy should be ‘deliberately emergent’ (Mintgand Waters, 1985), the contributions of
middle managers are vital because they are oftelestao recognise strategic problems and

opportunities (Pascale, 1984).

Secondly, middle management involvement in strategyroves performance by increasing
the level of consensus about strategy among miédiel managers. Middle managers are
responsible for implementing strategy, and involeaim enhances implementation by
providing opportunities for attaining consensusfir® as shared understanding and
commitment (Dess, 1987). In a deliberate modet hiend exposure to the plans of top
management improves understanding by providing dppiies for communication and

clarification. In an adaptive mode, involvement reases the likelihood that middle
management initiative will be in line with top ma@esment’s view of corporate strategy
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(Burgelman, 1983a). Floyd and Wooldridge were keempoint out that this separation of
strategy into stages was more conceptual thanBeaver, 1970) but this original study was
the foundation for their typology of middle manageategy roles which came later. The four
roles described in the typology are a synthesisctibn and cognition unique to the position

of middle managers.

The basis of Floyd and Wooldridge’s typology carfdaend in Likert's (1961) description of
middle manager’s as the linking pin. In this vieas, participants in vertically related groups,
‘linking pins’ coordinate top and operating levaitigities. As linking pins managers take
actions that have both upward and downward inflaesnon strategy formation. Upward
influence impacts on top managers view of orgaiusat situations (Bower, 1970, Nonaka,
1988, Dutton et al., 1997) and alternative str&®ginder consideration (Burgelman, 1983b,
Wooldridge and Floyd, 1990). Downward influenceeatf the alignment of organisational

arrangements with the strategic context (Nutt, 1$®hendel and Hofer, 1979).

A Typology of Middle Management Involvement in Strategy

Behavioural

Upward Downward
g, Championing Facilitating
§ Alternatives Adaptability
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Cognitive
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S Information Deliberate
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Floyd and Wooldridge (1992, 1997)

Figure 2: Floyd and Wooldridge’s (1992, 1997) Midd# Manager Typology
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The vertical roles outlined within the original bipgy were extremely powerful but there is
ample evidence to suggest that this approach is giming half of the picture as Floyd and
Wooldridge were only focused on the vertical dil@tiof strategy. Recent contributions have
highlighted the importance of horizontal strategativity by middle managers (Bartlett and
Ghoshal, 1993, Nonaka, 1994, Rouleau and Balogdhl,2Mom et al., 2007). To ensure
managers are in a position to understand emergiggnsational events that might be the
source of new ideas, middle managers must cultisateerous contacts above and below
them, but also at the horizontal level both insigel outside the organisation. For middle
managers both vertical and horizontal communicatiare extremely important. There are
even some cases where hierarchical barriers caalgcmake horizontal communication the
more significant mechanism (Balogun, 2003). As r@ddanagers try to engage in strategic
activity, key interpretations will be generatedaingh these horizontal processes (Balogun

and Johnson, 2004).

Pappas and Wooldridge (2007) found that manageun$d douild relationships and even
cultivate these linkages in order to channel infation to internal and external actors outside
of their prevailing communication network (Grandeet 1985). In essence, they found that
linkages at the middle management level servecasduit for divergent thinking. While it is
common for top management teams to utilise a warét mechanisms to foster better
implementation, lateral connectivity that fostenrgedgent activity must also be developed at
the middle management level. This would includecaidrse, fostering ties internally as well
as externally (Pappas and Wooldridge, 2007). Cwmnie Procter (2005) found that lateral
interaction between middle managers enabled legtoibe shared, as well as establishing a

shared view of the internal market arrangementsgenéral management approach.
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Although the importance of horizontal interactidmesve been highlighted and a number of
studies have contributed to process studies, getothey have not been tested empirically
(Subramaniam and Youndt, 2005). There is a majeorttical contribution to be made in
building on the original Floyd and Wooldridge typgy to develop a new broader
perspective of middle manager involvement in sgyateBy combining the strategic
management literature on middle management andnteenational business literature on
subsidiary management there is a major opportutatydevelop a typology of middle
management strategic activity based on both véréind horizontal strategic activity. The
following section develops the basis for this ertmhtypology of the MNC middle manager

strategic activity.

3.2 MNC Middle Management Strategy
The diffusion of specific strategies along lategiadd vertical flows between geographically

distant subsidiaries is what distinguishes the Min local competition (Mudambi, 2002,
Phene and Almeida, 2008, Schleimer and Pederset3).2(btrategic management in
multinational subsidiaries is inherently complexdamvolves linkages between various
pieces of the MNC network, including both hieraoahirelationships between headquarters
and subsidiaries, as well as lateral inter-subsidialationships. Research on subsidiaries
shows that communication in MNCs can occur in ateations, up and down between
headquarters and subsidiaries, sideways amongdsafiss, and in and out with other
organisations in a firm’s operating environment\{idarry, 2011). Strategic involvement for
MNC middle managers involves understanding compiigmamics occurring between
components both inside and outside the MNC. Evehinvithe same firm communication
patterns and related strategic management pradaresary considerably, making strategic

management particularly complex.
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The MNC middle manager acts as a bridge for styafegyvs between the host country
environment and the international corporate netwonkluding headquarters and peer
subsidiaries (Forsgren et al.,, 2005, Giroud andtt3Gennel, 2009). This means that
subsidiaries are embedded, at one and the sameitirtieeir own internal network, which
includes headquarters and all the other MNC uaitd, in their external local network (Meyer
et al.,, 2011). This network includes actors besidastomers, suppliers and service
companies. It also includes universities, sciersrgars, regulators and various policy makers
(Achcaoucauo et al., 2014). This dual embeddingternal and external networks allows
subsidiaries to access knowledge from differentrc®iand then to influence strategy by
reversing these knowledge flows with their interaatl external counterparts (Tallman and
Chacar, 2011). Subsidiary managers strengthencbeipetitive position within the MNC by
using their strategic influence to accumulate caempaes over time which may become
unique and valuable within the MNC (Figueiredol2D Through this process a subsidiary
can occupy a central position within the MNC netw(Bouquet and Birkinshaw, 2008a) and

upgrade its power situation with the parent comp&uwysgren et al., 2005).

Forces outside of the subsidiary set the range pgodunities available to subsidiary
managers, but they have a certain degree of choioew they respond to those opportunities
(Birkinshaw, 1997). The research on subsidiary goéad charter change reveals how
managers seek to influence the development patheaf subsidiary and the MNC overall,
yet we know little about how they actually do th{8alogun et al., 2011, Birkinshaw and
Hood, 1998, Birkinshaw and Pedersen, 2009, Birkamshet al.,, 2005, Bouquet and
Birkinshaw, 2008b, Taplin, 2006). It is importamt move beyond a view of control and

resistance to see the more subtle and nuancedgtractivities through which subsidiary

31



managers subjectively reconstruct their indepengeatdependent relationships both inside

and outside the organisation.

3.3 MNC Middle Management Strategic Activity
MNC middle managers engage in strategy influendévigc in vertical and horizontal

directions both inside and outside the organisafim@a downward vertical direction they can
influence strategy through their activities withtheir own unit (Ambos et al., 2010,
Birkinshaw, 1997, Birkinshaw, 1999, Delany, 2000).a vertical upward direction they
influence strategy through their relationship witbrporate headquarters (Bouquet and
Birkinshaw, 2008a, Bouquet and Birkinshaw, 2008bitén et al., 1997, Dutton et al., 2001,
Ambos and Birkinshaw, 2010). In addition to this ENniddle managers influence strategy
in a horizontal direction within the firm througheir links within the internal network
(Garcia-Pont et al., 2009, Yamin and Andersson,120Einally MNC middle managers
influence strategy through their horizontal extémaivity outside of the firm (Andersson et

al., 2002, Andersson et al., 2007, Hakanson anceN@p01, Nell and Andersson, 2012).

The following section sets out a new middle managpology, building on the original
typology proposed by Floyd and Wooldridge (1992997). This new typology of MNC
middle manager roles captures both vertical antzbwotal flows of middle managers. Eight
roles are developed within the four different spiseof influence; Downward, Upward,

Horizontal Internal, Horizontal External.
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3.4  Proposed Typology of MNC Middle Management Rek
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Figure 3: Proposed Typology of MNC Middle ManagemenRoles

3.5 MNC Middle Manager DOWNWARD Strategic Influence
The importance of strategy for subsidiary manabgergns inside their own unit. A subsidiary

will not be successful unless it can harness tilseurees and capabilities under its own
control. Originally research viewed the subsidiasyhaving an assigned “role” within the
MNC which brought with it a view that subsidiariegere merely implementers of
headquarters’ strategies. As the subsidiary itssthme the unit of analysis research began to
uncover a far greater degree of choice on the glasubsidiary management (White and
Poynter, 1984, Birkinshaw and Hood, 1998, Delan§0®. The subsidiary is therefore
constrained, but not defined by its structural eghtand therefore subsidiary management
have considerable latitude in how they shape sgiyatBirkinshaw, 1997). The initial focus

for subsidiary management is on shaping the inteurasidiary environment.
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The competitive nature of MNCs dictates that unlassubsidiary achieves the required
performance levels set by headquarters, it willvbnerable to downsizing or relocation
(Nguyen, 2011). Therefore the initial focus for sidary management is on strategic
execution. However through this process successfbtidiaries have shown an ability to
build capabilities and create new opportunitiegKiBshaw and Hood, 1998). In addition to
this there is considerable evidence to suggest shbsidiary managers are capable of
entrepreneurial strategic activity. The body ofegesh on subsidiary initiatives highlights
that through their own proactive internal strategotivity, subsidiary management have the
ability to advance new ways for the corporatioruse or expand its resources (Birkinshaw,
1997). This process can in turn lead to the devetoyp of subsidiary specific advantages
(Rugman and Verbeke, 2001). However there are md#figulties in engaging in strategic
activity within the subsidiary. Subsidiaries willxays be constrained in some ways by their
context and developing strategy within this cons&d framework requires a wide range of

management skills.

The recognition that subsidiary units are semi-daomaoous, and are able to set their own
strategic agenda to a certain extent, implies tredd-quarters subsidiary relationships
become mixed motive dyads (Ghoshal and Nohria, 1988e headquarters’ overall
objective is to secure the long term effectiverssthe MNC, which means on the one hand
ensuring that the subsidiary follows its instruosp and on the other hand accepting that
some level of initiative, on the part of the sulmig, is likely to be beneficial (Ambos et al.,
2010). This distinction is the basis for the twowdward influencing MNC middle
management roles. Consistent with Floyd and Woddgdr's (1992, , 1997) original middle
management typology two MNC middle manager downwaaing strategic management

roles are proposedmplementing Deliberate Strategy & Facilitating Adability.
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3.5.1 Implementing Deliberate Strategy
Once a firm’s strategy is determined the focus ahagement across the organisation shifts

to implementation (Olson et al., 2005, Slater et 2010, Guth and MacMillan, 1986, Huy,
2011). Implementation of top management’s strateggften considered the key strategic
role of middle managers (Nutt, 1987, Schendel antek 1979). The value of the middle
management level is in the implementation of bussngoals set out by senior managers
(Yang et al.,, 2010, Reid, 1989). Through implem&ota middle managers control
performance in line with the desired ends of tomagement (Hrebiniak and Snow, 1982).
Although MNC middle managers may influence this tooinarrangement (Bouquet and
Birkinshaw, 2008b), their primary role is to aligie subsidiary with the overall objectives

and goals of the parent (Buckley, 2010).

For the MNC middle managers strategic implememaaoof crucial importance (Roth et al.,
1991). The majority of MNC subsidiaries have nailsodefined implementer roles, and a
few progress through a track record of successdreraxpansionary of creative roles over
time (Asmussen et al., 2008, Bartlett and Ghost889, Benito et al., 2003). The foundation
of subsidiary development is for subsidiary managento carry out their basic mandate at
increasing levels of performance. Over time, thlowgyccessful implementation, other
opportunities may emerge for the subsidiary butstheting point is strategic implementation
(Delany, 2000). Despite the deliberate nature gfi@mentation it is also recognised that as a
key management role implementation often involvesedes of interventions concerning
organisational structures, key personnel actiorts @mtrol systems (Hrebiniak and Joyce,
1984). While these actions may lead to organisatichange the function is an integrative
role as it links organisational activities to tommagement intention (Floyd and Wooldridge,

1992).
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3.5.2 Facilitating Adaptability
There is a crucial role for middle management inettgping organisations that are more

adaptable, and have the ability to cope with chgBgever, 1970, Burgelman, 1983a, Kanter,
1983, Balogun, 2003). To do this managers oftenatievrom official policies and stimulate
behaviour that diverges from expectations. Thropgitesses such as informal information
sharing managers can facilitate learning and emgruiorganisational members to sense
changing conditions, and experiment with new apgtea, and adapt appropriately (Balogun

and Johnson, 2005, Balogun, 2006).

Subsidiary literature has accounted for this pre@esl highlights that the adaptive behaviour
of subsidiary managers is a crucial source of cannee advantage for the entire MNC
(Rugman and Verbeke, 2001). Much of the subsidiepagement research has envisioned a
strategic role based on the strategic choice ofstiesidiary managers. Academic thinking
has moved towards subsidiary managers utilising gteategic discretion rather than simply
responding to parental decree (Crookell, 1986, CA986, Poynter and Rugman, 1982,
White and Poynter, 1984, White, 1990, Birkinsha®w912, Birkinshaw and Hood, 1998,
Birkinshaw et al., 2005, Ambos et al., 2010). Thylouhe careful development of local
capabilities the subsidiary manager can contriboitdhe evolution of the parent company’s
strategy. This is consistent with the dispersedr@gpgh to corporate entrepreneurship in
middle management research (Hornsby et al., 2008.suggested by Birkinshaw (1997),
that creativity and innovation should be endemithi® subsidiary as a driver of its strategy
and although subsidiary management have ongoinggeaial responsibilities they also have
the responsibility to respond to entrepreneuriapasfunities as they arise (Birkinshaw,
1997). Divergent management activity which promotemsv ideas and reinvigorates
organisations is a vital management process for MiN@dle managers. The MNC middle

manager will typically comply with the directive$ beadquarters but their behaviour will

36



sometimes diverge from what is expected. This mayowards value adding opportunities
that headquarters has not seen, and sometimesd®wampire building” behaviour that

enhances the position of the subsidiary (Taggaya).

3.6 MNC Middle Manager UPWARD Strategic Influence
The assignment of strategy by corporate headqsantes been identified as one of the main

drivers of evolution at the subsidiary level (Bnkhaw and Hood, 1998). This is a reality for
subsidiary managers yet how they manage the re&dtip with their parent company can
have a significant impact on subsidiary developm&uabsidiaries address their own future
by balancing their own initiatives against requesten headquarters (Garcia-Pont et al.,
2009). Corporate headquarters have recognisedniegy to organise the activity of the
MNC by delegating business areas and strategionsgglities to its dispersed subsidiaries
overseas (Dorrenbacher and Gammelgaard, 2010). fohmsal authority can be exerted
through the use of different planning and contr@chanisms, including the distribution of
decision making rights and the allocation of resear(Ghoshal and Bartlett, 1988), which
constitutes major instruments in the hands of headgrs for changing subsidiary roles
(Birkinshaw and Hood, 1998b). However MNCs haveeasing interest in the exploration of
local knowledge and in accessing expertise compi¢ang to the firm (lvarsson and Jonsson,
2003). In such situations the strategic discretfon subsidiary management increases

(Achcaoucauo et al., 2014).

Headquarters’ and subsidiary managers’ interestaléigned in creating profits and working
against external threats but can be opposed whegaihang with each other over the
allocation of intrafirm resources. This is undeglinby the fact that most flows of resources

into the firm, through downstream sales revenue apstream knowledge, occur at the
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subsidiary level. Thus subsidiary managers aren‘lpodfit seeking and rent seeking, as their
actions take place with two different objectivesmmd’ (Mudambi and Navarra, 2004, pp.
386). Therefore headquarters’ and subsidiary masageterests are not always totally
aligned (Mudambi, 2011). This has major implicasidor strategy development in MNCs but
little is known between the interactions betweem@emanagement in subsidiaries and their

parent company (Balogun et al., 2011)

Managing the strategy process between the subgidiaf its parent is a crucial strategic role
for subsidiary management. Research has showrthibise managers who can influence this
strategic process have a major impact on the cobntexvhich the subsidiary operates
(Bouquet and Birkinshaw, 2008a). Managers must gaga lobbying for new charters
(Birkinshaw and Hood, 1998b), highlighting importassues (Dutton and Ashford, 1993),
selling successes (Birkinshaw, 1999) and buildimjjtipal influence (Dorrenbacher and
Gammelgaard, 2011). Subsidiaries are engaged erpefual strategic interaction with their
parent company. Consistent with Floyd and Wooldrigdg1992, , 1997) original middle
management typology two MNC middle manager upwagihfy strategic management roles

are proposedzhampioning Alternatives & Synthesizing Information

3.6.1 Championing Alternatives
For many years there have been rich descriptionth@fprocess through which middle

managers become champions of strategic alternaBager (1970) highlighted how middle
managers select certain projects, nurture them wé$ources and when they proves
successful, advocate them as new business oppaturBurgleman (1983b, , 1983c) also
showed that middle managers frequently become @agi@onal champions for initiatives

developed at the operating level. Selling crucssues from the middle management in
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organisations has been identified as a major dov@hange in organisations (Dutton et al.,

1997).

By uncovering the reality that managers within oigations are very often the central
component in new projects development, researchrbegfocus these internal development
processes. These studies laid the foundation farhnad the literature which developed on
subsidiary initiatives (Birkinshaw, 1997, Birkinshal999, Birkinshaw et al., 2005, Ambos
et al., 2010). The subsidiary initiative processeseon mid-level managers who can hold
back resources and give projects time to develowe@hey have reached a certain level the
onus is then on the middle managers to sell thaiivie at a higher management level to gain
further support. This crucial entrepreneurial mamagnt process is a major contributor to
corporate entrepreneurship in large organisati@ggelman, 1983b, Balogun, 2003). In
resource dependency terms there is an ongoing haddcs subsidiary bargaining process
that arises whenever a subsidiary has pursuedtings, whether they ultimately provide
benefit to the MNC or not (Ambos et al., 2010). Howddle managers engage with senior
levels of management and champion new ideas argfgdimt thinking can have a major

impact on the nature of strategy in an organisation

3.6.2 Synthesizing Information
Strategic decision making at the executive levebriganisations is far more reliant on the

middle management level of the organisation thamymexecutives would care to admit
(Porter et al.,, 2004). So much of the responsybildr decision making resides at the
executive level but the information on which thewka those decisions is shaped by the
people with the knowledge in the specific area. diedmanagement are the people with

responsibility to supply information to top managgh concerning internal and external
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events (Thompson, 1967, Westley, 1990). As orgaoisa linking pins, middle managers
are positioned uniquely to combine strategic knogéewith hands on information (Nonaka,
1988). They infuse information with meaning througtaluation, advice, and subjective
interpretation (Ranson et al., 1980). By applyirapfeworks to analyse information middle
managers set the basis for how information is pmeged (Dutton and Jackson, 1987).
Headquarters needs information on what the sulvgiddadoing in order to ensure that the
activities of the subsidiary are aligned with tleeporate strategy, and to demonstrate to other
stakeholders that headquarters policies are bemigreed (Gates and Egelhoff, 1986,
Harzing, 1999, Roth et al., 1991). Middle managds® use this process to promote their
own agenda and shape the nature of the debateugtrthis process top management
perceptions are altered and the formation of gjyaie influenced from below. The function
is integrative as middle managers combine ambigulivesrse data and interpret it with a

given strategic context (Floyd and Wooldridge, 1992

3.7 MNC Middle Manager HORIZONTAL INTERNAL _Strategic Influence
Subsidiary managers engage with sister subsididniesigh the internal structures of the

MNC. Early economic theories contended that MNCerimalised overseas operations to
capitalise on the relative efficiencies that depetbrough the internal coordination when
facing market uncertainties (Hymer, 1976, Teec&@6)9lt therefore follows that subsidiary
units can not exist completely as autonomous wamt$ have to work in conjunction with
other sub units. The reliance of each subsidiartyafrthe MNC on the other sub units comes
to be seen as an inevitable consequence of theeesss of MNCs. Interdependence across

sub units enables leveraging of various market rfepgons intrinsic to global industries,
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such as economies of scale and scope (Porter, MB6,1995), operational flexibility

(Kogut, 1985), or cross border subsidisation (Haamel Prahalad, 1985).

The constituent features of the internal MNC netwnare both a challenge and an opportunity
for subsidiary managers (Mudambi, 1999). On the twa&d developments in MNC

organisational structure have resulted in subsaiabecoming more interdependent and
therefore more reliant on their sister subsidiarfdgned to these developments is the reality
that the internal network of the MNC is a very catifive place where subsidiaries compete

with sister subsidiaries for resource allocationd eharters extensions.

The subsidiary’s internal environment consists rkiinal customers for the subsidiary’s
products or services, internal suppliers of varicamponents or services, internal labour
markets and very importantly internal competitaviudambi, 1999). Subsidiary managers
must engage in strategic activity to deal with ¥iaeious facets of this internal environment
(Birkinshaw et al., 2005). In addition to this, kit the modern MNC there are pressures on
subsidiaries to build internal embededdness witir thister subsidiaries to improve the
overall functioning of the organisation. The prace$ building this internal embeddedness is
a major focus of strategic activity for many suleig managers (Garcia-Pont et al., 2009). It
is through this process that subsidiaries can deval level of distinctiveness which can
improve their long term prospects. There is evidetacsuggest that sometimes this internal
embeddedness is driven by the parent but othesstitrie on the initiative of the subsidiary
management themselves (Watson O'Donnell, 2000). mew horizontal internal MNC
middle management strategic activities, unique his tstudy, are proposednter-Unit

Coordinating & Deepening Networks.
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3.7.1 Internal Coordinating
Participating in lateral integrating mechanismsaaemn units is a key strategic role for many

subsidiary managers within the organisational stinecof the MNC. As foreign subsidiaries
become more interdependent, they increasinglyoelgther subunits as providers and users
of their resources. Inter-Unit Coordinatimgfers to activities that facilitate contact among
managers of different foreign subsidiaries (Wat&BBonnell, 2000). The purpose of this
role is an integrative process to develop in suésidnanagers an understanding of the role
of their particular subsidiary and the role of etkabsidiaries, in meeting overall corporate
goals. As a result of this coordination there isrétased contact among managers from
different foreign locations within the firm, whideads to a system of lateral networking
(Bartlett and Ghoshal, 1993, Ghoshal and Bartlé®@94). Through the sharing of
information, the goals of various sub-units of MBIC and how they contribute to overall
corporate goals can be better understood by mamapeoughout the organisation and

ensures that subsidiaries are closely aligned evigrall company strategy.

The interdependent structures of MNCs dictate sdisidiary managers must engage with
other subsidiary units through the formal decisioaking structures of the MNC. How they
carry out this process is a crucial strategic ratel can have a major bearing on the
development of the subsidiary and the overall cditipeness of the MNC. In addition to
structural coordination mechanisms, such as theerdedisation of decision making,
organisations are coordinated through communicati@thanisms (Martinez and Jarillo,
1989). Coordination through communication mechasisnsually involves socialisation
forms, and includes mechanisms such as the paticip of subsidiary managers in
international task forces and teamwork, the transfie personnel, the establishment of
committees and meetings (Ambos and Schlegelmil@@7 2Gupta and Govindarajan, 1991,

Harzing and Noorderhaven, 2006, Noble and BirkingHz98).
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The joint decision making process and the natuteetubsidiary managers involvement has
major implications for subsidiaries. Subsidiary @m@ers influence strategy through their
engagement within these interdependence structfrése MNC which leads to levels of
internal embededdness. These task focused intemactilow middle managers to coordinate
activities to align with the goals of the firm, around a strategic agenda envisioned by the
middle manager. This is an integrative role for sdiary management and through their
involvement in internal subsidiary networks theyédhe potential to gain access to crucial
resources and build linking economies which incedlg influence of their unit (Garcia-Pont

et al., 2009).

3.7.2 Deepening Internal Networks
The internal network relationship of MNCs includesth formal and informal relationships.

(Ghoshal and Bartlett, 1990, Nohria and Ghosha®7190utside of the formal integrative
processes of the MNC subsidiary managers engag®ie informal activities to build the
importance of their unit. The competitive natureled internal MNC requires that subsidiary
managers must constantly be looking for opportesito align themselves with partners who
could increase their level of importance. Resedwah demonstrated that a sub-unit’'s power
within an organization is greater when the sub-ismtighly interdependent with other sub-
units (Astley and Zajac, 1990). Subsidiary managatempt to deepen their informal
networks to build subsidiary distinctiveness (Gaifeont et al., 2009), increase innovation
(Ciabuschi et al., 2011) and to establish levelsnfiience within the MNC (Bouquet and

Birkinshaw, 2008a, Bouquet and Birkinshaw, 2008b).

Advances in communication capabilities through tetetc communication technologies

have created new, electronic means of coordingfatk and DeSanctis, 1995, Yates and
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Orlikowski, 1992). Therefore human based coordarattan be reduced in some parts of the
organisational hierarchy, and parent-subsidiaryrdioation needs can be met by taking
advantage of both personal and electronic basedlic@ion mechanisms (Rabbiosi, 2011).
These advances in the means of coordination ineb@simportance of subsidiary managers
developing relationships outside of structured dowtion routes. Studies of internal
embeddedness have mostly on the structural dimend interdependence (Ambos and
Schlegelmilch, 2007, Williams and Nones, 2009) thare is also an element which goes
beyond structure and leads to relational embeddsd(@ranovetter, 1985). The relational
aspect of embeddedness brings with it a focus @cltdseness of the relationships (Ciabuschi
et al., 2011). The relational aspect means thatidislnies can become closer and adapt their
activities to each other in conjunction with, oraddition to, the structural aspects of the

organisation.

Subsidiary managers have the potential to buildezfaddness and develop networks which
can be considered a strategic resource (Dacin,et%9, Garcia-Pont et al., 2009). Building
these relationships at the horizontal level caroeenmformal approach as has been identified
in middle manager studies (Balogun, 2006, Roulead Balogun, 2011). Subsidiary
managers influence strategy at the horizontal lekedbugh their informal contacts with
subsidiary manager. These informal contacts whigitdtrust and influence the level of
relational embeddedness (Moran, 2005) which istpedy related to the subsidiary’s
importance and is likely to attract attention fromeadquarters manager (Ambos and

Birkinshaw, 2010, Bouquet and Birkinshaw, 2008a).
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3.8 MNC Middle Manager HORIZONTAL EXTERNAL _ Strategic Influence
The subsidiary’s external environment consists w$tamers for products and services,

suppliers of components and services, external etitops, local government agencies,
educational institutions, research facilities, #afabur markets. Subsidiary management must
engage in strategic activity to deal with the vasidfacets of this external environment
(Birkinshaw et al., 2005). Subsidiary managementeh#he responsibility to develop
strategies to deal with the features of the cortipetenvironment in which they are located.
In doing so they must also balance the need tolde\we level of embeddedness with the

local context.

A special feature of the MNC is the notion that tubsidiaries are embedded in different
local networks (Andersson et al., 2002, Ghoshal Badlett, 1990, Ghoshal and Nohria,
1997, Forsgren et al., 2000). Each subsidiary rasistunique and idiosyncratic patterns of
knowledge and network linkages and consequentljffierently exposed to new knowledge,
ideas and opportunities (McEvily and Zaheer, 1998se external links have been shown
to provide major opportunities for the subsidiamyknowledge and capability development.
Corporate management have recognised that theremajer advantages in enabling
subsidiary managers to build these linkages with é¢lternal environment (Anderson and

Forsgren, 1996). Subsidiary management can inimfitrence strategy through this process.

Subsidiaries’ external network relationships aneduwive to the subsidiary’s learning of new
knowledge, gaining information, resources, marketstechnology to reach its own goals
(Gulati et al., 2000) and to reduce business sp&onl among others (Williamson, 1991a).
Changes in subsidiary mandates depend not only henendowment of the external

environment but also on its potential to embedfiisethe host country environment and to
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make local resources available to other MNC uni#sderson and Forsgren, 2000,

Dorrenbacher and Gammelgaard, 2010).

MNC subsidiaries differ in relation to the interéepent relationships with their business
partners comprised of customers and suppliers (Bodeand Forsgren, 1996). Numerous
studies have shown that such relational embeddsdraesbe a driving factor of subsidiary
knowledge creation (Almeida and Phene, 2004, Hakaasd Nobel, 2001, Mu et al., 2007),
increased legitimacy (Luo et al., 2002), enhanadukisliary learning (Mu et al., 2007) and
performance (Andersson et al., 2002), enabling eloh@ subsidiaries to contribute to the
competitive advantage of the MNC (Nell et al., 20Ithis external embeddedness has also
been found to lead to a greater likelihood that ghbsidiary will serve as a source for its
sister units’ capability development (Anderssoralet 2002). Thus, MNCs looking to profit
from subsidiary learning establish complex orgaioesa in which subsidiaries are externally
embedded and know-how is transferred from individudsidiaries to their sister units (Nell
and Ambos, 2013, Asmussen et al., 2008). Despéearttportance of subsidiary relational
embededdness within the external business envinoh(@&dersson et al., 2005, Hakanson
and Nobel, 2001, Jindra et al., 2009, Luo, 20010l and Scott-Kennel, 2009, Holm et al.,
2005) we still know very little about its antecette(Nell and Andersson, 2012), particularly

at the subsidiary management level.

Through development of these external links subsydimanagers develop unique and
idiosyncratic patterns of network linkages and egp®ntly expose the subsidiary to new
knowledge, ideas and opportunities (McEvily and e&h 1999). This differential exposure
increases the breath and variety of network ressuand offers major strategic opportunities

to subsidiary managers which have led in some dasssbsidiaries playing a major role in
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the basic competitive advantages of the MNC (M&)idg996). However this is far from a
straight forward task for subsidiary managemenguRaly they are expected to engage in
the external environment while also being highlnstoained by their internal MNC context.
They must also balance the expectations for heatbgaawhile engaging in external
relationships beyond the view of their parent conypance again the ability to carry out
this process successfully requires a diverse séilbn the part of the subsidiary management.
Two new horizontal internal MNC middle managemetnategic activities, unique to this

study, are proposeé&xternal Business Operating & Expanding Externallsi.

3.8.1 External Business Operating
Research has shown that the set of social relatibagirm in its business network can have

significant implications for its performance andluence in the MNC (Gulati et al., 2000,
Rowley et al., 2000, Uzzi, 1996b). It has beenldistiaed that a subsidiary’s embeddedness
in networks external to the MNC is a good predictbthe role a subsidiary may play within
the overall MNC network (Anderson and Forsgren,6l9®ndersson et al., 2002). Trading
within the external environment has a positive intpan the development of products and
processes in the MNC and where the subsidiary isedded has also been shown to be a
source of power within the MNC (Andersson et aD02, Birkinshaw and Hood, 1998,
Geppert et al., 2003, Morgan and Whitley, 2003pstdiaries engaging within a network of
external business actors has been highlighted asjar reason why some subsidiaries
perform higher both in terms of their market pariance and their role in competence
development throughout the MNC (Andersson et &012. Driving this process of external

trade is a crucial role for subsidiary managers.
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Firms are interconnected to the external busineggament through a wide range of social
and economic relationships. For MNCs it is the heikl managers within the organisation
whose responsibility it is to instigate many ofddexternal connections and develop them
over time. It has been argued that for studiegingldo strategy the buyer-seller relationships
should be at the centre of investigation (Websi&79, Cunningham and Homse, 1986,
Johansson and Mattsson, 1988, Andersson et ak, 20lliamson, 1979). Business network
relationships describe the exchange relationsrepsden two firms doing business with each
other i.e. between buyers and sellers (Blackenddodm et al., 1999). They are of
considerable importance, since they are often I@sting (Hakansson, 1982) and very
influential on the strategies of the exchange mastriBlackenburg Holm et al., 1999). The
existence of a subsidiary’s relationships with oostrs and suppliers implies that the
subsidiary is linked to external actors throughlesand the purchase of goods and services.
At one extreme the relationships can be of a puaehy’s length nature. The transactions
between the subsidiary and its customers are tasadoon economic considerations. At the
other extreme, transactions are based on very lasting relationships between the
subsidiary and its customers/suppliers. In sucAngements subsidiary management have a
major role to play in developing relationships whigo beyond straight forward business

transaction (Andersson et al., 2002, Anderssoh,e2@07, Anderson and Forsgren, 1996).

For relationships to have become embedded they magé beyond arm’s length to close,
interdependent relationships characterised by rhwdaption and trust (Dyer and Singh,
1998, Hakansson, 1982, McEvily and Marcus, 2005 €mbeddedness develops from a
social interaction (Granovetter, 1985) and the aflehe MNC middle manager is crucial in
this process (Balogun et al.,, 2011). Through thieraction with external business actors

subsidiaries can build resource linkages which larvery beneficial for the MNC. These
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linkages can become strategically important foranganisation and drive the development

trajectory of the subsidiary.

3.8.2 Expanding External Links
For subsidiary managers it is not only linkageshwtite local business actors which hold the

potential benefits. Research on the competitiveaathge of multinationals has highlighted
the importance of the ability of subsidiaries taldhlinkages and assimilate knowledge from
different elements within the external environmeRbrsgren et al.(2005) outline that
subsidiaries may be embedded in many differentrenments which can be the source of
competitive advantage. For MNC subsidiaries thae lauge potential opportunities in
building alliances with those actors that supploet lbcal business environment. Local actors
such as government development agencies and localersities have potential
complementary and supportive competencies whichldcquovide real benefit for
subsidiaries (Criscuolo and Narula, 2008, Costa BEiigpova, 2008, Monaghan, 2012,
Monaghan et al., 2014). Leveraging the opportunitigailable in the support structure of
their local context can significantly impact on absidiaries ability to strengthen its

competitive position (Figueiredo, 2011, Cantwelll &nudambi, 2005).

There are many actors in the external environmdrittwfirms may look to engage with.
These relationships are often outside of the uswsiness interface and may include
competitors, trade associations and governmentcagger firm’s competitive performance
can be facilitated by the social attachments theate with several actors in their social
environment (Granovetter, 1985, Uzzi, 1996a). Sughtionships are based on the logical
and trustful cooperative behaviour that can potdigtcreate a basis for knowledge transfer

and learning across the boundaries of the firmtiddaurly firms can acquire strategic assets
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through inter-firm linkages embedded in social tiefss and networks in order to achieve
competitive advantage (Figueiredo, 2011). It isritle of the middle manager to build these
relationships but by their very nature, they ateminformal and the manager must use their
own judgement in engaging in this process. For MN@sle globalisation brings with it the
reality that some factors of production are inciregly mobile, many institutions tend to be
internationally immobile (Mudambi and Navarra, 20Bormal and informal institutions
affect the interactions between firms and therefaffect the relative transactions and
coordination costs of production and innovation o et al., 2004). Subsidiary managers
engage with a wide variety of actors and institgiovithin their local context. Much of this
is carried out through informal activities and thature of the relationships developed

depends a great deal on the activities of the digrgimanager.

MNC MIDDLE MANAGEMENT STRATEGIC ACTIVITY

CORPORATE HEADQUARTERS

|-| SUBSIDIARY \

EXTERNAL
ENVIRONMENT

BUSINESS
NETWORK

Subsidiary

Network
MNC MIDDLE MANAGER — SUBSIDIARY

SUBSIDIARY

Figure 4: MNC Middle Management Strategic Activity
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3.9 Antecedents and Outcomes
As important as the need to develop the new typotdgniddle manager strategic activity, is

the development of theory that incorporates both dbnditions leading to, and outcomes
flowing from, the enactment of strategic activity imiddle managers. Although researchers
have identified a large number of antecedents aldfeimanagement strategic behaviour, a
synthesis is needed (Wooldridge et al., 2008). @ag to work towards this goal is to
classify antecedents into those that emanate ftamndividual, group and organisational.
Such classifications of antecedents would recoghisgootential for multi level interactions.
For MNC middle managers there are a wide rangatafcadent factors which may be related
to their engagement in strategic activity. Recentetbpments in MNC structures highlight
the paradoxical pressures placed on MNC middle gemas their role becomes increasingly
constrained while the performance expectationseplagpon them are increasing. MNC
middle managers are likely to be influenced byaotganisational antecedents at individual,
group and organisational levels of analysis. Reteaeeds to study the impact of these

multiple levels of antecedent factors on the sgriatenfluence of MNC middle managers.

Existing theory asserts associations between middenager strategic activity and
organisational strategy but fails to address thestjon of how such alignment develops and
how it influences organisational performance. Hosveuwhere are relatively few studies
establishing links between specific activities &ndader organisational outcomes (Aherne et
al., 2014). One of the problems has been that reisdms attempted to study organisational
performance which may be beyond the scope of thadimimanagers authority. Middle
management research has profited more from exaiomsatof intermediate outcome
variables which correspond more closely to thetesfjia activities of middle managers
(Rodan and Galunic, 2004, McGrath, 2001, Burgelmi&®4, Tippmann et al., 2013). By
focusing more on the relationship between middlenagament strategic activity and
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intermediate level outcomes middle management relseldas the potential to establish
crucial building blocks of capability and perforneanin organisations (Wooldridge et al.,

2008).

3.10 Conclusion
Strategy in multinational subsidiaries is an exggmcomplex area and the theoretical

difficulties in studying the phenomenon have maddifficult for research to uncover the
practices relating to strategy at the subsidiarpagament level. By combining the strengths
of the middle manager perspective with the bodyvofk on subsidiary management it is
possible to build a new typology of MNC middle mgearoles. The basis of this typology
framework is both the vertical and horizontal floofsstrategy both inside and outside the
organisation. Building the typology on this two @nsional view of strategy represents a
major contribution to middle management researtis Teads to a four directional outline of
the roles of the MNC middle manager. Eight distirectstrategic activities are developed
which incorporate the original four roles develogey Floyd and Wooldridge and four
additional horizontal roles unique to this studigeThew typology is a basis on which to drive
real insights about the strategic activity of sdizsy managers at the middle management
level of the modern MNC. Based on the antecedents autcomes of middle manager
strategic influence, hypotheses are developedstdhe new typology. The following chapter

sets out this approach.
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Chapter 4: Model and Hypotheses

4.1  Introduction
This chapter combines the selected dimensions o€NMNddle manager strategic influence,

antecedents and outcomes within a framework foothgsis testing. The proposed model
illustrates the holistic approach adopted as idisti the specific strategic activities of
subsidiary managers in four different directionsthbinside and outside the firm. There are
two major contributions in this research. The fissin confirming the appropriateness of the
framework of eight MNC middle management roles. $beond contribution of the research

is in testing the antecedent and outcome relatipashith the eight strategic activities.

As previous studies have not examined subsidiarpagers in this way the approach
undertaken gives a more complete picture of them@t for middle managers to engage in
strategic activities. This constitutes an extensibrthe middle manager literature and the
strategy literature on subsidiary management. Témadwork outlines the expected influence
of the multi level antecedents subsidiary managdeategyic activities. The relationship
between the enactment of these strategic activaied subsidiary contribution is then

outlined.

4.2 Model Dimensions

4.2.1 Antecedents
The initial hypotheses apply to relationships betwehe subsidiary manager’s strategic

activity and the antecedent factors impacting as #ctivity. It is contended that subsidiary

manager’s engagement in strategic activity will inluenced by antecedent factors at

multiple levels.

The strategic activity of MNC middle managers ifluenced by the strategic context in

which they operate. The subsidiary strategic cdrtes been defined as ‘how the subsidiary
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relates to its parent, its corporate network asdoital environment (Birkinshaw et al., 1998
p. 223). A constraining strategic context will hadifferent effects compared to a strategic
context characterised by more flexible compondtfds.example if a subsidiary manager of a
European subsidiary of an American MNC has thediveeto make decisions relating to the
European market they will engage in strategy infferént way to managers who do not have
that level of decision making autonomy. Similartlysubsidiaries that have highly developed
capabilities it would be expected that managers ldvaengage in strategic activities

differently than those subsidiary managers opeagaitinsubsidiaries with more operational

capabilities.

The following elements of context were selectedniasure these effects; decision making
autonomy, strategy formation mode and the levedulifsidiary capabilities. These variables
were selected from both the strategy and subsidnaiyagement literature as representing the
primary elements of a subsidiary’s context whicfluence subsidiary manager’s strategic

activity.

An additional antecedent variable at the individieakel was also included. The role of the
individual manager has increasingly been seen psrtiant but not all managers of the same
level are necessarily equal. Assessing the imgaodoviduals has proved elusive in strategy
research, as research has tended to focus on ldeofradhe organisation and its related
processes and structure. Right back to Weber (19#6¢ is a traditional view that the ideal
of the rational bureaucracy incorporates individuato a world of routines and structure.
The inference is that rather than individual difeces, it is organisational, industrial and
environmental factors that are responsible forataems in firm performance. Assessing the

impact of individual managers on firm performanee lproven elusive. There is evidence to
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suggest that performance derived from the indiViédfacts of middle managers can be even
greater than top level managers and those effédtsuted to organisational effects (Bertrand

and Shoar, 2003).

Given the research tradition on the importance rgfaoisational factors to facilitate the
success of middle managers (Westley, 1990, Woddriahd Floyd, 1990), the possibility
that individual managers account for more variatiormperformance than firm level factors
suggests the need for further research into thehamems by which middle managers
influence firm performance. The original Floyd aneboldridge typology did not account for
the individual ability of the middle manager theiss but recent research has shown that
the individual is a crucial factor in explainingethdifferences in manager performance
(Mollick, 2012). Floyd and Wooldridge (1992, , 199#easured middle manager’'s engaging
in strategic activity, but this research also ass®she individual manager’s ability to engage
in that activity by investigating the impact of th@ersonal strategic management style.
Managers may be helped or hindered by their reddévels of competence in different areas.
A manager who espouses the ability to manage péopligerse organisations will engage in
strategy in a different way to those managers wimripse a more entrepreneurial approach.
Therefore the individual competence of the subsjdimanager was included as an

antecedent variable.

4.2.2 Subsidiary Outcomes
One of the challenges in middle manager researshblean in studying the relationship

between strategic activity at the middle manageelland key organisational outcomes. This
study addresses the recommendation by Wooldridgd €008) to focus on intermediate

level outcomes where the influence of the middleaggr can be measured. The process of
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selecting the dimensions of subsidiary outcomasgckta balance between completeness and
parsimony (Barringer and Bluedorn, 1999). In deisigrthe study, it was sought to include
enough dimensions of strategic outcomes to reflleet overall essence of the subsidiary
outcomes while keeping the number of dimensionsageable and theoretically relevant.
Accordingly the dimensions selected through aditare review are focused on the subsidiary
outcomes most relevant to the scope of authorityMdfC middle managers. Thus the
approach taken in the study was to examine thdaioekhip between each of the MNC

middle manager roles and strategic outcomes auhsidiary level.

Based on the analysis of middle management anddsaitys management literatures the
following subsidiary level outcomes variables welgosen; strategic learning, initiative
generation, strategy creativity, strategic postmd subsidiary performance. By selecting a
broad range of subsidiary level outcome variallespossible to measure the relative effects
of the subsidiary manager’'s strategic activity dwese crucial measures of subsidiary

contribution.

MNC Middle Manager Strategic Influence

The relationship between antecedents, roles and outcomes

MNC MIDDLE

MANAGEMENT
STRATEGIC

ACTIVITY

Figure 5: MNC Middle Management Strategic Activity, Antecedents and Outcomes
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4.3 Antecedents

4.3.1 Subsidiary Autonomy
Autonomy ‘is related to the division of the decisimaking authority between a local unit

and an outside organisation that controls it' (Gagn1982: 893 - 894). Thus subsidiary
autonomy is defined as the ‘degree to which theifor subsidiary of the MNC has strategic
and operational decision making authority’ (Wat€@Donnell, 2000 p. 527). Ghoshal et al
(1994) contend that subsidiary autonomy is a keycsiral attribute of MNCs, and allows
the subsidiary manager to exercise greater discrati dealing with the demands of the local
market and the task environment. A foreign subsydiaay be given more autonomy because
it is in a better position than headquarters tduata the needs and demands of the market it
serves. Additionally the use of subsidiary resosircecluding physical, technological
intellectual, financial and human resources isdvatetermined by subsidiary management,
as they are more able to identify the particulasoveces that are needed to evaluate their
ability to deploy them appropriately. The devoluatiof authority to subsidiaries is suggested
by Hedlund’s (1986) theory of heterarchy, which gmees that global responsibilities are
increasingly devolving from headquarters to setbctabsidiaries. This results in greater
subsidiary management discretion (Gupta et al.9188d ability to influence strategy from
the subsidiary level (Etemand and Dulude, 1986Qplying greater autonomy in decision

making and mobilising resources (Rugman and Verli2e@3).

Information asymmetry between headquarters andidiabs management regarding the
subsidiary’s resources indicates that local managénshould be the most effective in
determining how to maximise the benefit from utilgs these assets. However, recent
research suggests that in highly interdependent MNGctures autonomy may not be the
goal of subsidiary management (Garcia-Pont et 28109). In these global factory type

structures, there is an emphasis on subsidiary geasdo build linkages between units and
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become strategically important to the MNC througimplementary capabilities between
units, rather than single unit initiatives whiclgu@e high levels of autonomy (Ambos et al.,
2011). In fact there are those that contend tigit lavels of subsidiary autonomy can leave a
subsidiary in an isolated and vulnerable positiBalancing these conflicting perspectives

leads to the following hypothesis.

Hypothesis 1: There is a positive relationshipwestn autonomy and MNC middle manager
strategic activities, except for implementingloeiate strategy which is a

negative relationship.

4.3.2 Strategy Formation Mode
The mode of strategy in the organisation will hamempact on the strategic activities of the

middle manager (Floyd and Wooldridge, 1992). Foretedtegic planning is more suited to
stable environments which implicitly assume preahdity and prioritise strategy

implementation (Hart and Banbury, 1994, Miller aRdesen, 1983). A more emergent
approach to strategy is more appropriate for dynaamd discontinuous environments
(Fredrickson and laquinto, 1989, Mintzberg, 197Bhe emergent approach to strategy
development is more flexible than formal plannifiggusing less on aspects of strategy
implementation (Barney, 1996, Grant, 2003, Menoal €t1999, Nutt, 1986) and recognising
that strategic goals and objectives of the orgdioisare not likely to be precise but general

in nature (Bailey et al., 2000).

For a study of middle managers it is crucial tolgsethe different impact of formal planning

or more emergent approaches on the activities afdi®i managers. Middle managers
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operating within a formal strategic managementcstine will prioritise more integrative
roles whereas an incremental style of strategy I[dpugent facilitates experimentation and
divergent thinking on the part of middle manag&ased on these alternative approaches to

strategy the following hypothesis is put forward.

Hypothesis 2: There is a positive relationshipwestn strategy formation mode and MNC
middle manager strategic activities, except foplementing deliberate

strategy which is a negative relationship.

4.3.3 Subsidiary Capabilities
Subsidiary capabilities can be interpreted as leadn of the existing stock of knowledge

within a subsidiary (Foss and Pedersen, 2004) amduraderlying the specialised resource
development within subsidiaries. In the modern MbHpabilities are dispersed throughout
the global firm and corporate strategies are fotus®e maximising this integrated network.
For subsidiary managers the relative level of cdpials under their control will dictate much
of their own strategic actions. Research highlightg the capabilities under a subsidiary’s
control are a major predictor of that subsidiat®sel of importance within the global firm
(Birkinshaw and Hood, 1998b). Certain subsidiarnyatalities are necessary for a subsidiary
to be given particular mandates (Roth and Morris®92, Cantwell and Mudambi, 2005).
Therefore subsidiary capabilities greatly influentdes strategic activity of subsidiary

managers (Bartlett and Ghoshal, 1986).
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The received wisdom today is that subsidiaries stair with certain responsibilities, but as
the parent company grows, and as subsidiaries @evelsources and capabilities of their
own, they take on additional responsibilities, fagpinto new ideas and opportunities,
interacting with other actors and building unig@pabilities on which the rest of the MNC
can draw (Bartlett and Ghoshal, 1989, Birkinshawlgt1998, Hedlund, 1986, Prahalad and
Doz, 1981). Birkinshaw and Hood (1998) describes tevolutionary process as the
accumulation or depletion of resources / capatditin the subsidiary over time. If the
subsidiary is small in size, focused primarily tie focal market, and wholly dependent on
the parent company, the inner workings of the sliagi are not of great consequence to the
MNC as a whole. However, subsidiary growth bringght an increase in resources and a
corresponding reduction in parent control (Praha@ad Doz, 1981), which leads to at least
some degree of strategic choice on the part ofidiaipg management. The development of
specialised subsidiary capabilities are promotedtH®y visions and actions of subsidiary
leadership. These specialised resources provideghpertunity for initiative by subsidiary
managers which can lead to the development of greasponsibilities. This process outlined
by Birkinshaw (1997) echoes the work of Ghoshal &adtlett (1994) in that initiative,
resource growth, and visibility form a virtuousaté of development that is invigorated by

the actions of top management.

This is a crucial time for capturing relationshiptween capabilities and strategy as evidence
suggests that many subsidiaries are having thealdhbties downgraded. As MNCs move
towards more global factory structures subsidiagiesbeing forced to engage in more fine
sliced activities (Buckley, 2011, Buckley and Cass®009). Therefore the overall
capabilities of the subsidiary are potentially lgedowngraded. This has major implications

for the strategic activities of the subsidiary ngera The following hypothesis is put forward.
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Hypothesis 3: There is a positive relationshipwestn autonomy and MNC middle manager
strategic activities, except for implementingloeiate strategy which is a

negative relationship.

4.3.4 Individual Competence
The effect of individuals on firm performance hasvyed elusive in strategy research, as

research has tended to focus on the role of thandsgtion and its related processes and
structure. There is an established view that tkalglof the organisation must incorporate the
variance of the individual into both routines amisture (Weber, 1946). Yet the intuition is
that rather than individual differences it is orgational, industrial and environmental
factors that are responsible for variations in fiperformance (Porter, 1985, Barney, 1991,

Teece et al., 1997, Rumelt et al., 1991).

Recent research on top management teams has shawREOs, chief financial officers
(CFOs), and other top-level executives can havefiaat on large firms, although the extent
of their impact is limited (Bertrand and Shoar, 200The impact of middle managers is
much less clear (Wooldridge and Floyd, 1990). Medaianagers with particular personality
traits and positions inside the organisation plagla in facilitating innovation (Moss, 1982),
communication (Allen, 1971), and selecting projectgpursue (Burgelman, 1991), but the
success of managers is heavily dependent on thetwste of the organisations in which they
are placed (Katz and Allen, 2004). According tostiperspective, the impact of middle
managers on performance is determined by firm stracand culture rather than individual
differences (King and Zeithaml, 2001, Westley, 19®%0wever, there is evidence to suggest

that the performance derived from the individudeets of middle managers can be even
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greater than top level managers and those effédtsuted to organisational effects (Bertrand
and Shoar, 2003). Given the research traditiorhenrportance of organisational factors to
facilitate the success of middle managers (Wesfle90, Wooldridge and Floyd, 1990), the
possibility that individual managers account forren@ariation in performance than firm
level factors suggests the need for further rebeano the mechanisms by which middle
managers influence firm performance (Mollick, 201Zhe following hypothesis is put

forward.

Hypothesis 4: There is a positive relationshipAesn individual competence and MNC

middle manager strategic activities.

4.4 Outcomes

4.4.1 Strategic Learning
The ability of firms to learn strategically fallsnder the rubric of organisational learning

which is defined by Levitt and March (1988) as #wuguisition of knowledge that precedes
changes to key elements of the organisational sysfefirms strategic learning capability

can be defined as their proficiency at derivingwlealge from past actions and subsequently
leveraging that knowledge to adjust firm strateBiefersen, 2002, Thomas et al., 2001). The
concept of strategic learning capability has gadeincreased attention in the strategic

management literature but there is little evidewic being applied to MNC subsidiaries.

For a subsidiary to be successful at strategioniegrit must be proficient at generating

strategic knowledge and it must act on that knog#ethrough strategic changes aimed at
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improving the position of their unit. From a thetizal perspective the generation of strategic
knowledge does not in itself lead to strategic gearindeed, strategic knowledge may be
equally likely to result in strategic persistencdlonetheless the most common
conceptualisations of strategic learning capabaiiess the strategic change component of
the construct (Anderson et al., 2009). Voronov dodks (2005, p. 14) state that strategic
learning involves ‘a process of continuously crajtiand reforming strategies. Similarly
Ambrosini and Bowman (2005, p. 493) contend thedtsgic learning ‘relates to the key
management question of how organisations change #tetegy’. What distinguishes
strategic learning capability from other manifeistas of learning are the dual knowledge and

change components of the construct.

For subsidiaries the dual processes of the creatiorew strategically relevant knowledge
and the enactment of strategic change as a consagjage crucial processes which drive
subsidiary development. The ability of subsidiargnagement to develop this capability
could be crucial to the success of the subsididhrough their engagement in strategic
activities internally and externally subsidiary magers are accessing strategic knowledge and

driving the processes which impact on related asti@ his leads to the following hypothesis

Hypothesis 5: There is a positive relationship et subsidiary manager strategic

activities and the strategic learning capabildthe subsidiary.
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4.4.2 Strategic Initiative
The ability of large MNCs to leverage the innovatiand entrepreneurial potential of its

dispersed assets is a fundamental strategic innper@artlett and Ghoshal, 1989). There is
an excellent stream of literature which highlightee importance of initiatives at the
subsidiary level which are a major source of caap®rentrepreneurship across the
organisation (Birkinshaw, 1997, Birkinshaw, 199%léhy, 2000, Ambos et al., 2010).
Whereas innovations in single business firms aelylito be reflected in firm growth /
enhanced financial position, in the case of subggs it also involves actions which improve
the subsidiary’s standing or role within the MNQeEBe initiatives have been shown to be a

crucial driver of subsidiary development (Birkinghand Hood, 1998).

Studies of subsidiary initiative have tended touon the elements of subsidiary context as
the important drivers. The leadership at the sudasidevel has been included as a factor but
the dimensions of that management role have nob beeovered. Subsidiary managers
engage in strategic activity in a constant proaglsenteractions within the internal and
external competitive environments in which theyrape There is no one strategic role which
relates to innovation, instead it is a build-up stfategic activity which culminates in
innovation. The model proposed in this study exasithe relationship between the eight
subsidiary management roles and the rate of iv#iagjeneration by the subsidiary. The

following hypothesis is outlined.

Hypothesis 6: There is a positive relationship eswsubsidiary manager strategic activities

and subsidiary initiative.
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4.4.3 Strategy Creativity
To date, subsidiary contribution to MNCs has beensalered largely in terms of business

performance, initiative generation, and knowledgeeas and transfer within the MNC
(Birkinshaw, 1997, , 1999, Ambos et al., 2010, \&iis, 2009). However, prior research has
neglected the potentially vital contribution of atige strategies developed by individual
subsidiaries, despite recent exploration of indiaidlevel creativity within organisations
(Gong et al., 2009, Hirst et al., 2009). Organmadi are encouraged to be creative in their
strategies, but there is limited guidance on how ito be achieved. Despite the interest in
creativity from practitioners and its apparent valece to many areas of organisational study,
the topic remains relatively underdeveloped in nganaent research (Scott et al., 2010). One
of the primary inhibitors of strategy creativityiginates from strategic embededdness,
whereby organisations tend to approach new problmssing their existing routines. As a
result the same frameworks are used to analyseinfoemation gathered and whether
justified or not a link between strategy, routiresd success become established (March,

1991, Nelson and Winter, 1982).

The embededdness of behaviour implies that subsdiavill formulate strategy consistent
with their normal behaviours even if managemenbgedse the need to change and are
willing to change (Karagozoglu and Brown, 1988)na@nagers act consistently with their
psychological set (Smart and Ventinsky, 1984). Agsnbaned by Mintzberg there are no
guidelines or formulae for increasing creativitydasteveloping novel strategies (Mintzberg,
1994). However, if managers are more proactiveenghged in their roles it can be argued
that they are less entrenched in their modes oé\betrr and may be less constrained in
generating strategic options and exhibit greateatority (Miller, 1993a). This leads to the

following hypothesis.
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Hypothesis 7: There is a positive relationship ewsubsidiary manager strategic activities

and the strategic creativity of the subsidiary.

4.4.4 Strategy Implementation
Strategy scholars have argued that strategiesdtafine businesses and reshape markets are

built on the principles of developing a unique piosi that maintains alignment with the
changing demands of the firm’s environment andfescavely implemented (Barney, 1991,
Teece et al., 1997). Successful strategy implertient& crucial in attaining alignment with
the environment (Markides, 1996). For MNC middlenaxgers the ability to uncover new
opportunities and still maintain alignment with tdemands of the internal and external
competitive environment is vital. In fact, most sigdiary managers are measured on their
ability to maintain alignment far more than on th&bility to diverge from corporate plans
and engage in initiative development. However, éhisr a dearth of research on strategy
implementation at the middle management level gaoisations (Aherne et al., 2014). To
achieve successful strategy implementation managerst engage in multiple strategic
activities to align the strategy with the expeatas of their relative stakeholders. This leads

to the following hypothesis.

Hypothesis 8: There is a positive relationship et subsidiary manager strategic activities

and the strategic implementation success ofbsidiary.
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4.4.5 Strategic Posture
Subsidiary strategic posture examines the condegmiteepreneurial orientation as developed

by the entrepreneurship literature. The strategistyre of a subsidiary includes the
organisations underlying philosophy, which tenddlawour the overall decision making of
management (Miles and Arnold, 1991). It encompas$isesprocesses, structures and / or
behaviours that can be described as aggressiv@/atian, proactive and risk taking (Lyon et
al., 2000). The theoretical literature supportsredationship between a strategic posture and
the contribution of management (Covin and Slev#89, Kanter, 1985, Kuratko et al., 1990,
Lumpkin and Dess, 1996, Zahra, 1991, Zahra andrCAd95). Subsidiaries with a more
entrepreneurial posture will be reflected in therapch taken by the top manager (Scott et
al., 2010). Subsidiary general managers who opémnademore entrepreneurial environment
will engage in strategic activity in a very diffateway to those who operate in a more

conservative environment. The following hypothesigut forward.

Hypothesis 9: There is a positive relationship et subsidiary manager strategic

activities and an entrepreneurial subsidiary $&gic posture.

4.4.6 Performance
There are inherent difficulties in measuring theatt of middle manager strategic activity

and organisation performance. In their original kvbtoyd and Wooldridge (1992, , 1997)
had difficulties in measuring the relationship beéw the two but it is one of the goals of
middle manager research to try to measure the impaaniddle manager activity on

performance.

Some of these difficulties are also apparent insglidry research where the difficulty

emerges from trying to get appropriate informatmm what subsidiary performance is.
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Depending on the role of the subsidiary, perforneacauld be measured on profitability or
on efficiency of operations, or more informal measusuch as network positioning (Nguyen,
2011). Despite these difficulties it is vital instudy such as this to attempt to measure the
impact of the strategic activity of subsidiary mgeis on the performance of the subsidiary

unit. The following hypothesis is put forward.

Hypothesis 10: There will be a positive relatiomsbietween subsidiary manager strategic

activities and subsidiary performance.

4.5 Summary of Hypothesised Relationships

Downward Upward Horizontal Internal Horizontal External
Implementing Encouraging
Deliberate Facilitating Championing | Synthesizing Inter-Unit Deepening Business Expanding
Strategy Adaptability Alternatives Information | Coordinating Networks Trading Links
Correlations
Antecedents
Autonomy - + + + + + + +
Strategy
Formation - + + + + + + +
Mode
Capabilities - + + + + + + +
Managerial + + + + + + + +
Competence
Entrepreneurial + + + + + + + +
Competence
Outcomes ;
Learning + + + + + + + +
Creativity + + + + + + + +
Initiative + + + + + + + +
Implementation + + + + + + + +
Posture + + + + + + + +
Financial + + + + + + + +
Performance
Operational + + + + + + + +
Performance

Table 4.1: Summary of Hypothesised Relationships
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4.6

Proposed Model

ANTECEDENT VARIABLES

STRATEGY
FORMATION

CAPABILITIES

Subsidiary General Manager Strategic

Influence Activity

DOWNWARD

UPWARD

HORIZONTAL

HORIZONTAL

INDIVIDUAL
COMPETENCE

INTERNAL EXTERNAL
Implementing . ~ Encouraging
i < Inter-unit Business
Strategy Trading
o )
ity f i Networks Links
Controls:

Tenure in Position
Subsidiary Size
Subsidiary Age
Subsidiary Sector
Management Control

Internal Environment Constraints
External Environment Constraints

H.10

OUTCOME VARIABLES

STRATEGIC
LEARNING

STRATEGIC
INITIATIVE

STRATEGIC
CREATIVITY

STRATEGIC
MPLEMENTATIO

STRATEGIC
POSTURE

PERFORMANCE

Figure 6: Proposed Research Model
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Chapter 5: Research Design and Methodology

5.1 Introduction
The research methodology for this large scale gaéine investigation takes a multi stage

approach adopting qualitative and quantitative datalection methods. The initial

investigation addresses calls for research to egpdnd identify the nature of strategic
management activities of subsidiary general mamsager MNCs (Dorrenbacher and

Gammelgaard, 2011, Dérrenbacher and Geppert, 2006burry, 2011). In their position as
MNC middle managers these subsidiary general masagggage in strategies in multiple
directions, with a variety of actors both insided asutside the organisation. As much of the
excellent research on middle managers has higklighto study the activities of these

managers it is important to get inside organisati@alogun, 2006, Balogun et al., 2011).

This chapter first discusses the exploratory retearethods that were employed to investigate
the research phenomenon within MNC subsidiariesoisd#ly the main focus of the research,

the large scale survey, is then discussed in detail

The initial exploratory phase had three researgbatives;
1. To investigate the appropriateness of the new ogolof MNC middle manager
strategic activities.
2. To identify the key antecedent factors which impgmbn the strategic activity of MNC
middle managers.
3. To establish subsidiary level outcomes which MNGQlate managers can influence

through their engagement in strategic role activity

The literature review in the previous chaptersaagiseveral questions that need to be explored
before moving onto the primary data collection maae survey research. The development of
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the model of MNC middle manager strategic activigguires confirmation of existing
frameworks along with the establishment of extemsidt is considered important to allow the
subsidiary managers speak for themselves to exmsetes that are relevant to their current
circumstances and aid the preparation of the quadin® component of the investigation (Floyd
and Wooldridge, 1992, Floyd and Wooldridge, 199 s@ell, 2003). Adopting a multi-stage
approach in the qualitative phase of the invesbgafacilitated a deeper understanding of the
real life research context. It also allowed thisidst to explore and uncover key issues
surrounding the research phenomenon from diffesators perspective (Bryman, 2001).
Figure 7 illustrates the multi stage approach usedis study to explore the research questions
and gather the data. The diagram depicts how stagef the qualitative data collection phase
provided new insights for the study. These impdriasights resulted in a clearer direction for
the study into the current investigation. Stage twdhe exploratory phase focused on the
research gap identified previously and helped fdateuthe research question, and objectives

under investigation.

5.1.1 Research Setting
Given its highly developed and globalised econothyg, Republic of Ireland represents a

particularly interesting context to study subsigiananagers. Historically the industrial and
economic policy in Ireland has operated as a csttatythe attraction of FDI. This is premised
on an open market economy, low corporate tax regiineral trade policies, membership of
the European Union, a strong education system famadtivity of a highly reputable national
inward investment agency, on both the national iat&tnational stage, which is renowned as
central to the attraction and retention of foreignestment. (Brennan and Verma, 2010,
Brennan and Verma, 2012, Gunnigle and McGuire, 260ds-Morales and Brennan, 2009).
As a result, Ireland is now considered one of tlwstnkDI intensive economies (Barry, 2004,

Barry, 2007, Monaghan et al., 2014, Monaghan, 2012)
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5.1.2 Triangulation
Integrating qualitative and quantitative method®ésoming increasingly popular in strategy

research and international business research dignéBakinshaw, 1997, Ciabuschi et al.,
2011, Floyd and Wooldridge, 1992, Aherne et al14)0 The benefits of adopting a multi-
method approach allows for context to be illumidat€he most prevalent attempts to use
triangulation are reflected in efforts to integrdieddwork and survey methods (Jick, 1979,

Bryman, 2006).

The recognition that individual methods resultsampromises led to the use of multi-methods
or triangulation in social science research (Den2@98, Jick, 1979, Smith, 1975, Webb et al.,
1966) and in particular to these methodologiesdaeirlised in strategic management research
(e.g.,Mollick, 2012, Short et al., 2002). The condtion of methods in the triangulated
approach to research design at least partiallyesdds the inherent flaws in any one research

method (McGrath, 1982b, Scandura and Williams, 2000

Triangulation proposes utilising multiple sourcésdata, gathering multiple perspectives and
applying different collection strategies where ploles(Jick, 1979, McGrath, 1982b, Webb et
al., 1966). As outlined by Campbell and Fiske ()9&ifferent data collection methods can be
employed to examine the discriminant and convergalidity of measure. This cross

validation (Denzin, 2008, Smith, 1975, Webb et 4P66) allows for greater insight and

understanding of the relationship between the blido be achieved. As proposed by
Scandura and Williams (2000, pp. 1250), ‘the usa whriety of methods to examine a topic
might result in a more robust and generalisableotéindings ...[and] recommendations for

managers could be made with greater clarity andiaemce’. Because it can both expose
problems in findings and confirm the validity ohdiings, it has traditionally been promoted as

an ideal methodological stance (Lyon et al., 20001066)
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5.1.3 Adoption of Hybrid Approach
Although there are numerous advantages, reseaitdingt full triangulation is rare (Martin,

1982) due to increased time, skills and costs plyapg different types of procedures (Jick,
1979). Difficulties can also arise when the outcsritem the different data collection methods
conflict. This may result from true underlying @fénces or different approaches reaching
different findings or considerable levels of methadiance (Martin, 1982). In an attempt to
balance the ideal of triangulation with the preaiti@alities of accessing secondary information
on multinational subsidiaries operating in Irelaidyas decided to adopt a hybrid approach as
recommended by Harrigan (1983). Although it is fhdk triangulation, the hybrid approach
incorporates both coarse and fine grained methggolproviding corroboration of findings
through inbuilt ‘cross checks on data accuracy emichment of the conclusions researchers

might present’ (Harrigan, 1983).

The research strategy adopted was in line withissuon middle managers (Wooldridge et al.,
2008). Different measurement problems in strateggearch require different approaches
(Sminia, 2009), and the issue in this study is jrerationalising a typology that classifies
phenomena described in previous studies of middlaagers (Floyd and Wooldridge, 1992,
Floyd and Wooldridge, 1997, Balogun, 2006, Roulaad Balogun, 2011, Mantere, 2005). It
is assumed that subsidiary general managers afeienily well informed MNC middle
managers to answer questions in relation to theim etrategic activity and their subsidiary
unit. It was decided to gather managerial perceptiby supporting a large postal survey
(allowing for generalisability of findings and regability) with a series of interviews of the top
management team on a range of sample subsidiay (¢ capture nuances and more subtle
influences). While it is acknowledged that potdntiaeasurement problems such as the
influence of social desirability exist with both theds, there is comfort in the observation that
‘if the two approaches produce corroborating evigénconfidence in the findings is enhanced

(Scandura and Williams, 2000). As stated by Jides9 pp. 608), ‘where there is convergence
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confidence in the results grows considerably. Figdiare no longer attributable to a method
artefact’. Even where divergence in the resultsesyriutilising multiple methods has the benefit

of potentially uncovering ‘unseen contextual fast@dick, 1979 pp. 608)

By using a hybrid approach in the overall desigrthaf study is enhanced by the qualitative
phases which provided in-depth insights into thg #enensions being investigated. Thus it

helped to ensure that the conceptual framework adagessing the relevant aspects of the
research. Moreover, the richness of insight ofgqhalitative phase enabled the development of
the current research model, which was followed lnp@prehensive research instrument that

was piloted and refined, leading to a more robargtd scale quantitative investigation.

Stage 1.1:
In-depth
interviewsin
case study
subsidiaries

Stage 2.1:

In-depth Future Research

Agenda

interviews with
senior subsidiary
managers

Stage 2:
Formulation of
Research
Question and
Objectives

Stage 2.2:
Conceptual
model
development

RESULTS

Stage 1.2:
Literature Re-
engagement

Stage 1:
Literature
Review

Stage 1.3:

Research Gap and
Middle Management
Framework Identified

Large Scale Research Model

Survey Testing

Figure 7: Summary of Research Method Adopted
5.2  Qualitative Research
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The following section discusses the different pcaces used irstage 1.landstage 2.1of

gualitative data collection.

5.2.1 Data Collection Stage One: Multiple —Case Sdy and Content Analysis
The initial phase of the research consists of s&mictured interviews in four case study

subsidiaries of a MNC operating in Ireland. The ainthis stage of the research was not to test
or modify existing theories, but to explore currésgues relating to the research topic. The
main objective was to get access to managers apgrat multinational subsidiaries and
explore issues relating to strategy at the subisidievel. Qualitative research enables the
researcher to evaluate situations where littlenm#n about the topic, to examine complexities
that are beyond the reach of more controlled methdthese methods can be used as an
important prerequisite to identifying the variabthat might later be tested quantitatively. The
data provided by qualitative research are charigegiby their richness and fullness based on
the opportunity to explore a subject in as realanmer as possible (Tippmann et al., 2012,
Ryan and Dundon, 2008). The methodology employsu#tipte case study approach as it
provides a valuable source of primary data exposmgprtant issues surrounding the research
objectives. Case study research using semi-stegturterviews are deemed an excellent
method of data collection (Eisenhardt, 1989a). dbtils of the case study participants are

listed in the table 4.2 below.
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Table 4.2: Qualitative Research Stage 1: Interview Details

Phase 1
Interview Details
Number of

4 Irish Subsidiaries of one MNC Informants Industry Sector Respondent Title

Etal 3 Pharmaceuticals Operations Manager
Production Manager
Engineering Manager

Eta 2 3 Pharmaceuticals HR Manager
Production Manager
Engineering Manager

Eta 3 3 Medical Devices IT Manager
Production Manager
Financial Manager

Eta 4 3 Medical Devices Laboratory Manager

Production Manager
Engineering Manager

Key Case Study Findings

There were two major findings in relation to stggtevhich emerged from this initial research
stage. The first finding was that managers idexdithat they could contribute to strategy at the
subsidiary level but they predominantly spoke altbetimplementation of strategy and had
little awareness of their impact on strategy beyandttional approaches. This finding led to
the second and most important contribution frons tlésearch stage. The managers which
partook in the interviews were at the level beltw thost senior managers in the subsidiary.
What emerged was that although their insights weggmative, they didn't have the formal
authority nor the knowledge about strategic proeess the wider organisation to answer
guestions relating to strategy. Therefore, thespagers did not meet the assumptions of the
middle manager perspective as set out by Floydvdadldridge. In order to influence strategy
in organisation middle managers must have a celeail of authority and knowledge about
the organisation’s activities. The evidence frons tmitial phase clearly outlined that to

research strategy at the subsidiary level it wéa W access the most senior managers. This
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was a crucial stage in the research and led tofacu® on strategy literature in large
organisations. The findings from the initial resarstage clarifies that researching
management practices relating to strategy in MNG@sgliaries is a crucial research area.
However it also clarifies the difficulties in study strategy at the subsidiary level within

much larger organisations.

5.2.2 Data Collection Phase Two: Interviews with $gor Subsidiary Managers
The initial phase of case study analysis was arelext foundation on which to further

develop the research question and objectives. [Edigo the identification of the subsidiary
general manager as a middle manager of major impoet Through extensive research of the
middle management and subsidiary management literattypology of MNC middle manager
strategic activities was developed. However, betorpantitative survey instrument could be

developed insights were sought from the higheslleiymanagement in MNC subsidiaries.

The approach taken was to support the questionndtte interviews of top management
teams, including the most senior manager, in a Eamp Irish multinational subsidiaries.
Given the time and resource constraints it wasdaecihat this was the best approach and
followed the advice of Harrigan that ‘representatbampling can reduce the need to interview

entire universities’ (Harrigan, 1983)

5.2.3 Respondent Selection
Personal interviews were carried out with sixteemar executives in five Irish subsidiaries. In

each case the subsidiary managing director anckest lone other member of the senior
management team was interviewed. There were ditifesuinitially in gaining access to
managers at such a senior level in Irish subseBarAfter a number of months of failed

attempts to contact subsidiary senior managers ats wlecided to approach the Irish
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Development Agency (IDA), the government agenckedswith attracting and developing
foreign direct investment to Ireland. A presentatizvas given to management at IDA
headquarters and they were particularly interestdtie research. With the particular help of
Catherine Slowey at the IDA they agreed to congasample of Irish subsidiary managers
which would be reflective of the range of sectaras the subsidiary sector in Ireland. As a
result of the strong relations between the IDA #meke companies a sample of companies

agreed to participate.

It is important to point out that although the s#&nwas chosen by the IDA to reflect the

population in Ireland it is still a convenience sdenand a relatively high level of response bias
exists. A further limitation relates to the varaatiin the number of informants at the different
sites as detailed below. These limitations impagestaints on the interpretation of the results
(Dougherty and Hardy, 1996). The details of theecstsidy participants are listed in the table

4.3 below.
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Table 4.3: Qualitative Research Stage 2: Interview Details

Phase 2
Interview Details

Number of
Irish Subsidiary of: Informants Industry Sector Respondent Title

Alpha 3 Electronics Managing Director
Head of Sales and Marketing
Head of Compliance

Beta 4 Engineering Managing Director
Finance Director
Operations Director
HR Director

Gamma 3 ICT Managing Director
Plant Director
Operations Director

Delta 4 Healthcare Managing Director
Human Capital Director
IT Director
Quality Manager

Epsilon 2 Engineering Managing Director
Finance Director

Zeta 1 Consumer Goods Managing Director

5.2.4 Interview Guide
Interviews were conducted during site visits on @re-arranged day. To maximise the

interviewees’ freedom to describe his / her situgticonfidentiality and anonymity were
guaranteed. Interviews in five of the sites wereorded with the prior agreement of the
interviewees. In one of the sites prior consent matsgiven and notes were taken rather than

tape recordings. The interviews typically lastedifiutes, although a few went on for more
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than an hour. Notes of the interviews were madéherday they were carried out and the full

interview were transcribed within a few days of thterview taking place (Eisenhardt, 1989a).

The primary interview direction was provided by thigen ended questions of the interview
schedule. The schedule was completed followingitkh@epth literature review and, as the
objective of the interviews was to elicit views whiwould provide insight and depth to the
analysis, questions loosely mirror the survey. thliton, the questions were designed to
prompt the respondents to comment on a wide rahgspects influencing their own role and

their subsidiary’s activities.

The completed interview guide, as detailed in Agjper2, was emailed in advance to ensure
that the interviewee was at ease with the questidigs approach also permitted the
respondents to request changes to avoid comme@rekiatisitive issues, although this was not
an issue that arose. Provision of the scheduledwarece ensured that the interviewee was
aware of the research purpose and objectives asetilian the level and depth of information
provided, it is concluded that this increased thetigipant’s willingness and confidence in

responding.

5.2.5 Interview Structure
The structure of the interview was in three pargdlecting the objectives of the research.

Firstly the interview began with a general requestinformation on the background of the
respondent, his / her role within the organisatod the position of the subsidiary’s activities
within the overall organisation. Questions thenuex on the manager’s strategic activities
within the subsidiary, in their role with headqeast and with actors in the local environment.
The next section obtained an insight into the pge@mployed by the subsidiary in developing
strategy, the formal and informal routines followadd the role of the subsidiary chief

executive in directing strategy development. CHuwahis was outlining the level of decision
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making autonomy enjoyed by the subsidiary, andafeas of decision making reserved for
headquarters. The influence of the subsidiary’tucellon the process and its outcomes was the
next topic of discussion, followed by questionstbe subsidiary’s business environment and
its plans to respond to key challenges. The exezstiopinion of the most important
determinants of subsidiary performance was thd &rea of discussion. In addition, following
the methods of inductive research (Eisenhardt, BP88pplemental questions were asked as
appropriate to clarify or expand on related iss@sce interviews had been completed with
senior managers in six organisations it was deefmadfurther interviews would not provide
significantly new or divergent information and &gt point the interview process concluded

(Glaser and Strauss, 1967).

5.2.6 Interview Data Analysis
The interviews were analysed to identify pattemd eonsistencies, or what Mintzberg (1979)

has referred to as ‘detective work’. The objectwas to identify common themes or
experiences in respect of the variables includatienmodel. The analysis process commenced
with combining subsidiary manager’s responses erstftme question together to form a single
response per subsidiary to facilitate the analgsigecurring themes (Brown and Eisenhardt,
1997). Traits mentioned by more than one subsidgagcutive within each organisation were
highlighted to stress their importance, and for parison with the interview data from the
other organisations. Following assessment of thalitative data, findings were crossed
checked against the literature to confirm conswsterin addition, the iterative process
promoted a depth of understanding and enabled Malumsights to emerge before the
questionnaire was released. These emergent themdea summary are discussed in Chapter

SiX.
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5.3  Survey Research

5.3.1 Introduction
While the exploratory phase of this study combiaadextensive literature review followed by

a multi-stage qualitative research investigatitve, quantitative phase uses survey research as
the method for gathering data from the relevanugain. It was recognised that any research
design chosen would result in a compromise, indhah distinct approach is inherently flawed
(McGrath, 1982a pp. 66, Miller et al.,, 1998). Thase always a compromise between
generalisability or external validity, exactnessmeasurement and control of the behavioural
variables impacting internal and construct validi8ackett and Larson, 1990, Scandura and
Williams, 2000) and realism of context (McGrath828). For example, as noted Scadura and
Williams (2000 pp. 1250), ‘surveys maximize popiugdat generalisability but are low on
realism of context and precision of measurementtdntrast, field studies such as interviews
are high on realism of context but are lower oncigien of measurement of behavioural

variables, and on generalisability.

The research design for this study required acegsgneral managers from a broad range of
diversified MNC subsidiaries to test the relevaaod accuracy of the proposed model. A key
finding from the qualitative phases of the reseaxels how crucial it was to access the most
senior managers in MNC subsidiaries. Thereforestiiesidiary general manager was the key
respondent. The other major issue for consideratvas in isolating the influence of the

subsidiary general manager and the dynamic nafute relationship with other variables.

5.4 Research Question and Objectives
The previous chapters raised certain questionsndwad to be answered. The aim of this study

is to explore the vertical and horizontal strateagtivities of middle managers, the antecedents
of these roles, and their impact on subsidiaryllewtcomes. Given the previous discussions

on the theoretical and contextual importance okgtigating MNC middle managers in this
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study, the overarching research question askbeisi¢w typology of middle manager vertical
and horizontal roles applicable at the subsidiayegal manager level of the MNC? What are
the most influential antecedents and how signiticen the relationship between middle

manager strategic activities in MNCs and subsidiewvgl outcomes?

As previously stated, the multinational subsidiaepresents an exemplar context to study
management processes relating to strategy. Theéegtaactivities at the MNC middle

management level are crucial to the developmeptgdnisation wide competitive advantages
but as of yet research has not uncovered the gitadetivities of these middle managers. The

key objectives in this study emanate from the idieation of those research deficiencies.

5.4.1 Research Objective One: New Typology of MiddIManagement Strategic Activity
The first objective aims to identify and assess dimensions and structure of the extended

typology of middle manager roles.. As detailed iearin the thesis, the typology of middle
manager strategic activities set out by Floyd armbMtige (1992, , 1997) was the foundation
of this study. This original typology was basedtloa vertical direction of strategy and outlined
four strategic activities for middle managers in @pward and downward direction. This
typology has been the basis for much of the reeeancmiddle managers and it remains an
excellent theoretical underpinning for researchnoddle managers (Wooldridge et al., 2008,

Hornsby et al., 2002, Mantere, 2008, Mair, 2006k8&t, 2006, Aherne et al., 2014).

However, upon an extensive review of the literatiins apparent that this typology is only
focused on half of the story. Middle managers ése angaged in strategic influence activities
in a horizontal direction (Rouleau and Balogun, ZOBalogun et al., 2011, Balogun and
Johnson, 2005, Mantere, 2008). This additional dsin is a major discovery in strategy
research but it has not be tested empirically. dress this pertinent issue, four horizontal

strategic activities were developed specificallytfus study. The approach taken is to capture
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a more holistic view of the strategic activitiesmiddle managers by analysing their strategic
activities in both a vertical and horizontal diteat Therefore the first objective of this study is
exploratory in nature, and seeks to consider theampiateness of the extended vertical and

horizontal typology of middle manager roles.

5.4.2 Research Objective Two: Antecedents
The debate regarding which factors impact uporattiities of managers at the MNC middle

management level is a very topical research isBaéo@un et al., 2011, Ambos et al., 2011,
Ambos et al., 2010, Mudambi, 1999, Mudambi, 2011dembi et al., 2007, Ciabuschi et al.,
2011, Andersson et al., 2002, Andersson et al.,720ell and Ambos, 2013, Nell and
Andersson, 2012). One of the key objectives of #tisdy is to identify and assess the
antecedents of MNC middle manager strategic assitAlthough antecedent factors have
been analysed in great detail in subsidiary rebetire specific relationship with the strategic
activities of the MNC middle manager has not bekmlied. This research addresses this
important research issue. A number of importane@dent variables emerged from the
literature. The qualitative interviews also reveladggnificant factors at the organisational level
which corroborated the findings from the literatuféne explorative nature of the interview
process also produced some unexpected findingciarly, the individual competence of
the MNC middle manager emerged as a major antetedenble in this initial phase and the
decision was made to include it in the study. Tfoeeethe study extended the approach of
middle management research and subsidiary reseaychincluding antecedents at the

organisational and individual levels.

5.4.3 Research Objective Three: Outcomes
The third objective is to investigate the relatimpsbetween MNC middle manager strategic

activities and subsidiary level outcomes. Estabiiglthe link between middle manager activity

and organisational outcomes is a major source qtiien for middle management research.
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There have been difficulties in establishing tim& hvhen studies have looked at organisational
level outcomes. This research follows calls to foecnore on intermediate level outcomes
(Wooldridge et al., 2008) when establishing the antpof middle manager strategic activity.
For subsidiary research analysing the relationSiefoveen subsidiary actions and subsidiary
outcomes is a major focus of research (Yamin andefgson, 2011, Birkinshaw, 1997,
Birkinshaw, 1999, Birkinshaw et al., 2005, Ambosatt 2010, Bouquet and Birkinshaw,
2008b, Garcia-Pont et al., 2009, Colakoglu, 20T2)e approach taken in this study adds
significantly to this body of research by focusisygecifically on the strategic activity of the

most senior subsidiary manager and crucial subgiteael outcome.

MNC Middle Manager Strategic Influence

The relationship between antecedents, roles and outcomes

Research Objective 2. ‘ [ Research Objective 1. Research Objective 3.

MNC MIDDLE

MANAGEMENT
STRATEGIC

ACTIVITY

Figure 8: Research Objectives

5.5 Research Setting
The decision to focus on multinational subsidiavies based on a number of factors including

convenience, suitability, accessibility and costdes. The unit of analysis in this study is the
subsidiary general manager so the primary condidaraas having access to a broad range of
subsidiary general managers across a humber efelif sectors. In addition to being the least
costly base for the research, Ireland is a vemactite location for MNC subsidiaries. From

the country perspective Ireland has developed oni of the most FDI-dependent economies

(Cooney, 2007). This is the product of a deliberate consistent state policy of attracting
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MNCs to Ireland through a package of incentive® thost significant of which is a
comparatively low level of corporation tax (Gunmighnd McGuire, 2001, Gunnigle et al.,
2005, Monaghan, 2012, Monaghan et al., 2014, Breama Verma, 2012, Rios-Morales and
Brennan, 2009). This policy has its genesis inldéite 1950s when the government at the time
abandoned a pre-existing strategy of protectionignd replaced it with a policy of
industrialisation by invitation based on a packagegenerous incentives (O'Gorman and
Cooney, 2007). While the nature of these incentiwas evolved over time the policy of

encouraging inward investment by foreign MNCs remadiroadly intact to the present day.

The approach to policy has been remarkably suadeasfl Ireland has for some time been
hailed as one of the most successful FDI modetkanworld with recent success on attracting
investment within the knowledge intensive sectdnsmifmrmation technology, pharmaceuticals,
biotechnology, medical devices and financial savi(Rugman and O'Higgins, 2002, Giblin
and Ryan, 2012). IDA Ireland, the state agency iy charged with attracting foreign

investment, identifies in excess of 1,000 foreighl® with Irish operations employing over
146,000 people (IDA Ireland, 2013) a figure whiduldl be a significant under-representation
given that not all companies operating in Irelaedeive financial or other assistance from
bodies like IDA Ireland. This success is in spite l@land’s recent economic problems
(O'Donovan and Murphy, 2013). The story of Irelarkd3l model makes it a particularly

appropriate context in which to study multinatiosabsidiaries.

The literature also provides support for adoptingyeographical approach (for example,
Andersson et al., 2002, Andersson et al., 2005 efssbn et al., 2007, Birkinshaw et al., 1998,
Martinez and Jarillo, 1989, Taggart, 1998a). haped that by accessing a large population of
subsidiaries, the findings will be meaningful nostjto other peripheral countries within the

developed regions, but also to more central lonatidn particular, it addresses the need
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highlighted by Eisenhardt and Zbaracki (1992) toaden research on strategy development

processes from concentrating on specific indusicyass to achieve greater comparability.

5.5.1 Accessing the Population
It is recognised that larger samples are more septative of the total population (Kerlinger

and Lee, 2000) therefore the approach in this stweg the greatest possible number of
subsidiaries in the Republic of Ireland should beluded in the study. A population, as
defined by Scheaffer, Mendenhall and Ott (19964 isollection of items about which we
attempt to make an inference. The ability to surwbg total population, given the
comparatively modest number of subsidiaries inahdl relative to some of its geographic
neighbours, addresses some of the criticisms trategy research fails to adequately consider
issues of external validity (Bettis, 1991, Hubbatdal., 1998, Short et al., 2002). It also

eliminates potential problems in sampling desigrhsas systematic biases (Short et al., 2002).

5.5.2 Environmental Threat
One particularly interesting aspect of locating gady in Ireland is the country’s perceived

vulnerability to the relocation of MNC activitie¥his is due to a number of factors such as
Ireland’s cost of living, recent economic activitiand EU enlargement. MNCs now have the
ability to relocate to the Central and East Europ8@EE) regions while still enjoying the

benefits of operating within the EU constitutesgmnticant threat for those countries currently
enjoying significant MNC investment. The emergingrket economies such as India and
China have also added to this threat as trendsestiggonomic difficulties in Europe and the
US will continue to drive investment towards thesEareland’s particular vulnerability

reflects it peripheral and island location, heagjiance on MNC investment, absence of
natural resources, and its high cost base. Posiiblpiggest threat to relocation is the threat
from other EU members to bring Ireland’s corpottaterate more in line with other members

through tax harmonisation within the EU. This igeaty important political issue as Ireland has
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recently exited an EU/IMF bailout programme (O'Deaio and Murphy, 2013). If Ireland was

forced by its European partners to raise its c@feotax rate, it would have major implications
for MNC subsidiaries operating in Ireland. Due hestissue in particular subsidiary managers
in Ireland were expected to be conscious of theathof relocation at the time the survey was

completed, providing an opportunity to examineithpact of environmental threat.

5.5.3 Investigation of Other Issues
Accessing a wide population of subsidiaries creafie®r potentially interesting issues for

future examination. For example, DiMaggio and Po\WkEd83) suggest that organisations are
becoming increasingly homogenised in their efftotseduce uncertainty. Given the relatively
small geographic size of Ireland and the anecdottibng networks enjoyed by members of
multinationals, collection of population data pre$ a useful database for future comparative

studies.

5.6  Unit of Analysis
There are at least four analysis alternatives abkal to researchers examining subsidiary

behaviour. The first option is to focus exclusivaly obtaining a corporate headquarters
perspective. It could also be argued that the asing emergence of role of regional

headquarters in MNC structures could give rise e tegional rather than the corporate
headquarters being considered as the focus ofrobsehe second approach is to collect data
from both corporate headquarters and its subsediaiThe third approach is to adopt the
subsidiary on its own as the unit of analysis. Theth approach, and the chosen approach in

this study, is to take the most senior managdnerstibsidiary as the unit of analysis.

5.6.1 The Subsidiary General Manager
This study is focused on the subsidiary perspeetekthe unit of analysis is the subsidiary’s

most senior manager. The necessary research negnite in this study are twofold. Firstly to
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identify managers within subsidiaries who had tleguired knowledge to contribute to
resolving the research problems. Secondly it wed t0 select managers of a similar level, in
position and relevant knowledge, so that appropratalysis could be carried out without
problems of multiple management levels. Therefardulfil the research requirements the
subsidiary’s most senior manager was chosen asnib@f analysis. They are the people who
hold the relevant knowledge of both the subsidmmperations and its position within the
MNC structure. But most importantly, studying thetians of the most senior manager in
subsidiaries meets the requirements of the resedyeutive. To study the strategic activities

of managers at a comparative middle managementitedMNCs.

5.6.2 Headquarters Perspective
For comparative purposes obtaining the views oflgearters would have provided interesting

and richer data for comparative purposes. Howewveould have increased the response bias if
subsidiary managers, knowing that headquarters \parécipating in the research, were
inclined to paint their subsidiary in an overly po® light. In addition, for many of the
variables it is the subsidiary’s perception ratttean the headquarters view which is most
important. For example, in relation to strategynfation mode, what the subsidiary perceives
as its freedom to make strategy is more likelynftuence its behaviour than any headquarters
standard list of company wide strategy formationdmoHeadquarters’ view may also be
biased in that its response may reflect how analidearent should behave rather than the
actuality of the situation. As outlined by Harzi@P99) the responses of headquarters may
also have a social desirability bias, as all ofrtt@nagement and practitioner literature relating
to the development of the MNC, matrix organisatjonigual networks and trans-national may
influence the respondent to portray his / her oisgdion as in keeping with current trends

regardless of the true situation.
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A further consideration was the difficulty in obitang a sufficient response rate from corporate
parents. It was felt that there would be signiftcdifficulties in obtaining the backing from an
appropriate sample and as the main unit of analgsighis study is the subsidiary general

manager it was decided to focus on those indivaltafulfil the research objectives.

5.7 Primary Research Tool — Survey

5.7.1 Key Considerations
To be successful, the study required a high le¥eletailed and complex information to be

obtained from a sufficient number of subsidiariea aumber of different levels. For example,
to enable analysis information is required abowet iianager’s activities, their management
style, the subsidiary’s age and size, geograpluealership, industry membership, contextual

variables, process variables and performance tetattcomes.

To achieve sufficient responses given practicalsi@rations, including limited access to
senior personnel and a lack of available corrolb@apublished data on the subsidiaries,
several research methods including use of secorahyarge scale in-depth interviews had to
be excluded. Following deliberation, a survey wiagsen as the method with the potential to

generate a sufficient level of the required datallmw for generalisability of results.

5.7.2 Adoption of a Survey Method

5.7.2.1 Telephone Surveys
Having selected a survey method the various appesawere then considered. In identifying

the most senior manager in the subsidiary as thietianalysis there are a number of practical
difficulties in making contact with them. The cosissociated with telephone surveys would
have been an issue, but the major problem woul@ Heeen in gaining access to the target

respondent, the Managing Director (MD), by phonepé&nding on the size of the subsidiary,
90



potentially there would be several gatekeeperstpdssed to reach the most senior person in
the subsidiary, who given time pressures would g@iobpobe unable to participate without prior
notice given. Even if an appropriate appointmentl@¢de arranged and the MD contacted, it
was considered unlikely that a sufficient numbeMids would be prepared to give adequate
time to answer the considerable number of questmres the telephone. There are also
difficulties obtaining attitudinal data over the quie as researchers are unable to utilise
multiple levels of agreement / disagreement (Satsnd907). While face to face interviews
provide this flexibility and allow for clarificatio of respondent issues, in this instance they

were unworkable due to the exacerbated accessatioheost issues involved.

5.7.2.2 Postal Surveys
Having considered all of the alternatives, a postalvey was selected as the appropriate

approach. However, an online version of the suway also made available as an extension on
the mail approach. While gatekeeper issues renfiamm a practical perspective the tangible
existence of the survey means there is a physiftat eequired to dispose of it. Therefore the
hard copy of the survey immediately improves thandes of a positive response. There is also
evidence to suggest that given the volume of edaatrmail in offices that the more traditional

mail approach can receive a positive responsenf@iil, 2000).

This approach meets with Harrigan's (1983 pp. 4@@uirement in terms of potential for
‘replicability and statistically significant findgs’. The decision to adopt a survey approach is
supported by several other factors. Firstly, thera strong tradition in strategy research for
adopting the postal survey approach (for exampikirhaw et al., 1998, Hart and Banbury,
1994) and utilisation of a similar approach shoalldw for greater comparability of results.
Secondly, the guarantee of anonymity in a postagstjonnaire should increase the
respondent’s confidence and willingness to answmmes quite sensitive questions, and

hopefully increase the likelihood of a truthfullrat than socially desirable answer (Zahra and
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Covin, 1995). Thirdly, using self-reporting measure superior to the use of secondary data,
even if it were available, when measuring compleganisational processes (Boyd et al.,

1993). In addition, while Ireland is a relativelnall country, the subsidiaries of multinationals

are located in dispersed regions throughout thetcpwand would not be readily assessed by
other methods. Finally, while the number of questican be read silently and responded to
quite quickly (circa 25 minutes as indicated by-f@®ts), reading the questions aloud in an
interview situation would significantly increaseethesponse time and reduce the anticipated

response time.

5.7.2.3 Electronic Surveys
It is accepted that the majority of work carried wuoffices is done through email and over the

internet. Therefore serious consideration had tgiten to electronic surveys. Three different
approaches were available. Firstly the questioenawmuld be attached to an email or
alternatively an email to each of the MDs couldéhadvised as a web site. Advantages of this

approach include low cost, speed and reduced datarequirements for researchers.

However, several factors reduced the feasibilitpath these approaches. Firstly and perhaps
most importantly from a practical perspective, #adase of email addresses was unavailable
and the creation of such a database would be castlfime consuming as it would be difficult
to gain access to the addresses. Many companiesahae names’ policy, and are reluctant to
release names and email addresses for both seamdtyspam concerns. Secondly, how the
guestionnaire appears on the recipient’s screenotadme controlled by the originator, but
depends on the technological specification andcbiarent mode of operation of the recipient’s
device. This would apply whether the survey wag asran attachment or set up as a web site,
and it was decided that this would negatively redigsponse rates. Thirdly, the high risk that
the file would be deleted unseen as the level ok jonail received is at such a high level that

many files are automatically rejected or deletedpamed by the recipient if they are not
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expected or from routine sources. It was also clemed unlikely that the MD of a subsidiary
with considerable pressures on his / her time wdaddsignificantly motivated to open an
attachment or go to a web site. Another issue viws lobw probability that the MDs,

particularly in large subsidiaries, actually reeeivrespond to their emails. More than likely

emails are screened by their assistant.

However, in pre-tests of the questionnaire a nunabsubsidiary MDs said that although they
would respond positively to the posted survey lagdbn their desk, if there was an online
version of the questionnaire listed on the postdion they may chose to fill it in there. Their
reasoning was as simple as they did most of thaly dvork on their computer screen so they
would feel comfortable filling it in there. As seat already, an email was highly unlikely to
reach them. Therefore a hybrid approach was decde@he main focus of the research was a
posted survey but on that posted survey there waections to a website should the
participant want to fill the survey in online. Itaw felt that this approach would have the
highest probability of reaching the MD and give nthevery opportunity to complete the

survey.

5.7.3 Potential Weaknesses in the Methodology
Although the survey approach was selected as th& @aympropriate for this study, it was

recognised that using questionnaires for collecttiifudinal and opinion based data has
several potential weaknesses, including common addbres and amplification of co-efficients

(Lee et al., 2001). Theory suggests minimising eheffects by gathering objective measures
where possible to triangulate the subjective infation with secondary data (Venkatraman and
Ramanujam, 1986). There were no means availabbeowide independent substantiation for
the majority of questionnaire items. MNCs are raittequired nor do they have a track record
of publishing more than minimal information in resp of the financial or other performance

of their subsidiaries.
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In any event, ‘archival measures are limited inrtladility to successfully measure internal
organisational processes (Bailey et al., 2000,15d), and one of the main focuses of this
study relates to the strategy development procesitleis the subsidiary. The limited objective
measures which were available (the chairman’s tapogroup consolidated accounts which
often refers to expectations of individual subsigigerformance and / or behaviour, newspaper
reports and trade magazines) could not be utiisgmovide independent substantiation of any
of the constructs, and the responses were anonyswuwdividual subsidiaries could not be
identified and information validated. With this pfem in mind and the need to meet the
desired standards of rigour, replicability and doéitly, it was decided that the survey needed

to be supported by a further data collection tool.

5.8  Survey Population Database
For the purpose of this research, and in line withilar studies (for example, Birkinshaw,

1997, Birkinshaw et al., 1998) an MNC is definedaag organisation which operates in two or
more countries. Unfortunately a population databakell subsidiaries of foreign MNCs
operating in the Republic of Ireland was not a\ddaand therefore it had to be created from a

number of sources.

Four sources were used to compile the databas@hg.)rish Development Authority (IDA)

has a list of all MNC subsidiaries that have ailiafion with them, 2.) Kompass, a subsidiary
of Dun & Bradstreet, an international commerciabypder of business listings and other
services have a listing of business contacts itarice and the home origin of the parent
company, 3) Experian Ireland, a business analgiu$ data service company operating in
Ireland 4.) The list of registered companies imaind published by the Irish Times which has a

list of the top 1,000 registered companies and temient location.
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It was necessary to cross reference all four daesbto get an accurate figure of all MNCs
with a presence in Ireland due to the followindidifities. The IDA listing only included those
organisations with which it has links, and excludemy of the older, established subsidiaries.
The Kompass listing was five years out of date ampass scaled back their operations in
Ireland when Ireland ran into economic difficultidhe Experian listing was more up to date
but it was more difficult to isolate the locatiohtbe parent company. The companies register
was included as the most up to date list of congsaavailable in the Republic of Ireland. By
combining the four lists an accurate and up to tateof the actual companies was compiled
but unfortunately there was a lack of personalrmfation on the managing director. The vital
element identified in the research process wandesl to have personal information for the
MD. Consequently, a considerable number of subsédidnad to be contacted by telephone to
obtain the required information. Not all of the sigbaries would provide this information, as

many operate a ‘no names policy’.

The overall process of compiling the database talumber of months to complete but by
cross referencing the four databases the finalplisiuced was up to date and included the
most accurate sources available in Ireland. Itdesesned at the end of the process that the final
database, compiled for this research, was the mostirate and up to date list of MNC

subsidiaries operating in the Republic of Ireland.

5.8.1 Deliberate Exclusions from Population.
As each of the Irish operations included in thealfidatabase is a subsidiary of a foreign

registered company, all of the subsidiaries aré @aan MNC as defined for this study. In an
effort to capture every subsidiary of a MNC basethiw the Republic of Ireland. It was

decided not to exclude subsidiaries due to theat &pwever, the issue of industry sector had
to be given serious considerations. In addressivey questionnaires to both service and

manufacturing organisations, differences betweenwo types of organisation which may for
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example impact their processes and leveraging tiabilimay be ignored. These could
potentially endanger the study’s internal validifiyr example, Frost et al., 2002). These risks
were considered and the argument that some of dén@bles examined would not be as
relevant to some service subsidiaries (eg. softwapport, to purely R&D operations or to
pure distribution activities) was recognised. Hoem\t was decided that to accurately reflect
the breadth of MNC activity, both manufacturing aeavice companies needed to be captured.
An examination was undertaken during the pre-tegiesto assess any potential differences

between the two types of organisation which woelgluire the questionnaire to be adjusted.

The financial services sector provided the greassste. The providers of services to financial
service companies, such as for example, softwareigers, were included. However, it was
decided to exclude insurance, banking and Inteynati Financial Services (IFSC)

organisations, based on the different operatingonteng and compliance conditions applying

to such entities intrinsic to their nature and ctinee.

Exclusion of subsidiaries of organisations rankimgjow the top ten in their sector was
considered, in an effort to ensure that the orgaioiss surveyed were truly international and
that their subsidiaries were sufficiently largegenerate meaningful results. However, it was
concluded that the inclusion of smaller subsidsean@ght generate more interesting findings,
allow for greater comparability of results, and wesachievement of an adequate response

rate.

5.8.2 Final Listing
In total, the final listing comprised of 1,347 sigiaries. However after the initial mailing this

number was reduced to 1,162 due to 185 returnéerdedr contact from the companies to

advise of a change of circumstances. This was anitable result of the difficulties in
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compiling an accurate and up to date databaseh&umg accounted for the returned letters the

final number of 1,162 is an extremely accurateéngof MNC subsidiaries.

5.9 Target Respondent
The crucial aspect in this research project wagatget the most senior manager in the

subsidiary. Traditionally these individuals areritited as the target respondent due to their
breadth of knowledge and expected involvement gawisational processes. However in this
research project is it especially important fronthaoretical and practical perspective as the
unit of analysis was the MNC middle manager. THecsed respondent needs to be at the most
senior subsidiary level to be familiar with the &dorange of items used within the
questionnaire to operationalise the variables.résearch to be carried out on middle managers
the targeted individuals must have the relevaratesgic knowledge about their organisation
and sufficient autonomy in their role to influensteategy (Floyd and Wooldridge, 2000). The

most senior subsidiary manager in a MNC subsidiggd those criteria,

5.9.1 Single Respondent Issues
Concerns regarding the inherent subjectivity of cpptual data collected through

guestionnaires (Boyd et al., 1993) may be countedday arguments supporting the validity of
measures which can directly address the ‘underlyiatyre of the construct’ (Lyon et al.,
2000). However, significant problems relate to tise of a single respondent when collecting
perceptual data which are well documented in tleeaiure (for example, Campbell and Fiske,
1959, Nutt, 1986, Philips and Bagozzi, 1986, Podand Organ, 1986). The most simplistic
yet potentially critical disadvantage is the asstiomp as highlighted by Bowman and
Ambrosini (1997), that any single respondent, eae€EO, can accurately assess complex
organisational processes even if the person is etanpto do so. They are expected to pick up

a questionnaire, received with minimal warning din@e which cannot be controlled, and to
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immediately ‘engage in a high order cognitive psstat a high level of abstraction in order to

be able to provide the data (Podsakoff and Orga®6 pp. 533).

In addition, the use of a single respondent magl lameasurement error as key informant
prejudices or limitations can have serious confaugdeffects on research and lead to
erroneous conclusions (Campbell and Fiske, 1958y0Bzi et al (1991 pp.424) warn that
‘more than the usual amount of random error idyikieecause [single] informants are asked to
make inferences about macro-level phenomena opmperaggregations over persons, tasks
organisational subunits, or events which producgesliable responses’. Podsakoff and Organ
(1986 pp. 533) also highlight the problem of commaethod variance as, even where there is
evidence of validity, self reports may result inretations between variables where none exist
outside that individual’'s perspective, ‘becauseéhboeasures come from the same source, any
defect in that source contaminates both measuresumably in the same fashion and in the

same direction’.

Respondents stated views may be tainted by theistensy motif or ‘illusory correlations’
(Berman and Kenny, 1976). The key informant methmglo may also lead to informant bias
or systematic errors (Churchill Jr, 1979) arisingedo under or over reporting of phenomena
because of the respondent’s position, tenure, pali$p or to the size and complexity of the

organisation or the fluctuations in the internall @xternal environment (Bagozzi et al., 1991).

5.9.2 Addressing the Single Respondent Issue.
Ideally, multiple respondents per subsidiary wolitve been sought and available. This was

however, not a practical option given the difficedt and costs in sourcing the necessary
contact information. Several checks confirmed theseace of any available database
containing a listing of names of subsidiary direst@nd costs and time commitments

restrained the researcher from sourcing this dataided. Judging from the difficulties
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encountered in obtaining the names of the subgidvids, despite the often high profile and
public nature of their position, it would be vemné consuming and challenging to obtain the
names of personnel below this level. Even if abase of subsidiary senior directors could
have been created given these substantial cortstrénere were considerations regarding the
level of usable responses which would have beeairdd if multiple respondents were
approached. If two respondents from the same aghon answer different parts of the same
guestionnaire, issues may arise in terms of andgyymatching of responses, and even
difficulties in explaining the structure and appmbaf the survey in a covering letter without

triggering fatigue and disinterest.

Podsakoff and Organ’s (1986) suggestions thatstadald be requested from the respondent at
different times or through using different measueamn instruments (a separation of
measurement) to reduce the consistency problem eoergdered, but it was decided that this
approach was not feasible given the seniority efsélected respondent. For example, it would
not be possible to do telephone interviews as aglthe questionnaire for reasons outlined
earlier. It was decided that these factors wouldatieely impact the number of usable
responses which would be obtained and should beledoThis decision is supported by the
respectable but relatively modest response touheayg considering the effort and expenditure

incurred.

5.9.3 This Study Undertook the Following Approaches
To assess the potential common method bias, thieemeariable (MV) method was applied as

outlined by Lindell and Whitney (2001). This methedtails using a scale theoretically
unrelated to at least one of the scales in theyaisahs the MV offers a priori justification for
predicting a zero correlation and therefore a Inddidest for common method bias. The variable
chosen in this study was a two item variablependence on Trademar&atlined in Ramani

and Kumar (2008). The details of this approachoaténed in a later section. In addition to the
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Marker Variable a number of other remedial measase®utlined by Podsakoff and Organ

(1986), including the application of Harman’s Oreetér Test were applied, as detailed later.

However, in the main the study attempted to oveedne potential dangers of using single
respondents largely by the use of the hybrid apmtroadopted. The combination of
methodologies adopted by this study required thaddition to the questionnaire instrument, a
series of interviews with multiple members of tbp management team on multiple sites also
provides alternative data on the constructs undasideration. As argued by Campbell and
Fiske (1959) using more than one method incredseskelihood that variances observed are
due to the underlying variable and not the methdbed. If the results of both of the methods
undertaken converge, it provides strong supportHervalidity of the results (Bouchart, 1976,

Jicks, 1979).

It must also be conceded that there are some ay@sin using a single respondent. Glick et
al, (1990) observe that as the MD of the subsidjaryfirm) is the most knowledgeable in that
unit, it is probable that he / she can provideittfermation, in which case the required data
will be obtained. In addition, as stated by Lyonakt(2000 pp. 1058), ‘the use of a single
respondent helps to increase sample size by regltienstrain on the research budget, thereby
allowing the researcher to target more firms ancteiasing the probability that firms will
participate since only one individual in the orgation is impacted’. There is also strong
empirical evidence supporting the reliability analidity of self reported, single respondent
data (Bourgeois and Eisenhardt, 1988, Conant et18P0, Dess and Robinson Jr, 1984,

Powell, 1994, Eisenhardt, 1989b, Floyd and WoolgiidL992, Floyd and Wooldridge, 1997).
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5.10 Questionnaire Design
The major data collection tool, the survey questare, needed to be designed to attract a

sufficient number of respondents and yet effecyivebllect data on the large number of
selected variables. To achieve these apparentlyracbatory but primary objectives, if the
survey was to be successful, the number of questimeded to be kept to the minimum

required to allow for the constructs to be adeduat®asured (Ambrose and Anstey, 2010).

5.10.1 Drafting the Questionnaire.
The initial problem in drafting the questionnair@swvbalancing the need to collect various

items of data with the need to keep the questisenas short as possible if a sufficient
response rate was to be obtained. Due to a praiiber of business schools and the traditional
requirement to complete a dissertation by many ltiadergraduate as well as postgraduate
degrees, anecdotal evidence and falling resportes mdicate that Irish subsidiary senior
management have been subjected to numerous requestsmplete questionnaires. The
seniority of the required respondents and the apresg high level of demands on their time
also meant that the questionnaire should appeart gmmugh for completion within an
acceptable timeframe, if it is to be completedlatTdirty minutes is normally considered the
maximum time a respondent will take answering astjoenaire (Bagozzi, 1994). This
approach reflects the findings of Jobber and Sawsnd®88) that for industrial populations, the

longer the questionnaire the lower the responge rat

A number of other questionnaires produced by Ilmstitutions which had received acceptable
response rates were physically examined to gathduiguidance and insights into the factors
which increased the likelihood of stimulating ap@sse. It was decided to limit the length of
the questionnaire to a cover page and six pagesjuettions. The back page of the

guestionnaire included space for additional comméwim the respondent, a thank you and a
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reminder of the address on the prepaid envelope.riged to develop a ‘respondent-friendly
business questionnaire’ as coined by Dillman (200@f a key priority, as otherwise an
adequate response rate given the ‘gquestionnairthyapa the business community would
result in a poor response rate. With this in miheyas decided that within the six page limit,
the questionnaire should only take circa 25 minatesomplete and that it should have a
particularly strong design image to impress thepoadent with the seriousness and

professionalism of the study.

As the questionnaire was being addressed to sénginess executives and requesting that
they invest a period of time in filling it out, Wwas critically important that it appeared
sufficiently professional and serious to warrargitiime and attention. Two very important
logos were also to be a carried on the front cadethe survey; the Dublin Institute of
Technology (DIT) and University College Dublin (UEDGiven the standing of these two
institutions within the business community in Ilredait was essential to develop a

professionally designed cover and content layoutife questionnaire.

5.10.1.1 Questionnaire Front Cover.
As noted by Dillman (2000), good questionnaire costesign can improve response rates.

Although the argument regarding the use of colamd graphics continue, the Tailored Design
Method (2000) recommends that the questionnairaldhze easily distinguishable from other
guestionnaires which the respondent may receive,raadily available or generic graphics
should be avoided if they are not directly appraigrifor the situation. Dillman (2000 pp. 139)
recommends ‘simple yet distinctive graphics aimedneaking the questionnaire more
retrievable are chosen’. The questionnaire coves @esigned in different shades of blue to
distinguish it from the predominantly white papérieh passes over a senior executive’s desk.

The graphic was designed by a professional desgpemifically for the study, and comprised
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a globe of the world with Ireland highlighted. Acshtitle for the survey ‘STRATEGY: HOW
IRISH SUBSIDIARIES MAKE STRATEGY’ captured the esse of the study’s objective.
The use of the both the DIT and UCD crests on twercpage established the credibility of the
research and given the standing of both institgtidhe legitimacy of the study’s sponsor was

established.

5.10.1.2 The Questionnaire Back Cover.
As recommended by the Total Design Method (Dillm2000) the questionnaire back cover

consisted of an invitation to comment. This encgasathe respondents to feel more of an
exchange has taken place. This approach prove@éssfot and more than twenty respondents

utilised the opportunity to provide meaningful coemts on this page.

5.10.2 Theoretical Considerations in Selecting théonstruct Measures.
The primary objective of the research instrumenttasempirically test the hypotheses

underlying the proposed model. The questionnaire wiially devised by careful evaluation

of the middle management strategy literature arubidiary management literature to utilise
previously validated measurements. In an efforh&ximise convergent and content validity, it
was decided to utilize existing measures wherewssiple. This follows the recommendation
of Churchill (1979 pp. 67) who advised that ‘resbars should have good reasons for
proposing additional new measures given the marmylabte’. While Churchill (1979) was
referring directly to marketing constructs an estee trawl of the strategy literature and
comparisons of the different items utilised by wad researchers when measuring the
variables, indicates that a similar situation exigststrategic management research. The use of
existing items provides an initial indication thlaé domain of the construct has been captured,

as prior studies using the same measures undet@stikg to confirm that the measurement
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estimated the score which would have been obtaihedl of the domain items had been

utilised (Nunally, 1978).

Some of the items utilised in this study are a comion or extension of items previously
used. This was possible in relation to most of tiemsures to be operationalised. However
there were four variables which were created sjpedly for this research. The horizontal
strategic activities of middle managers have nevipusly been tested empirically. Four new
variables were developed based on a review of aatelterature and the interview process
with senior subsidiary managers. These new vasalbre pre-tested on senior academics and
industry practitioners. These new variables repieaa extension of the original Floyd and

Wooldridge (1992, , 1997) typology.

5.10.2.1 Pre-test of the Questionnaire.
As the majority of the variables are operationaissing existing measures or a combination

of existing measures, adapted to reflect the sudrgidocus of the study, it was decided to
combine the pre-test and the pilot mailing. In taia senior commercial executives and six
academics with specialised knowledge of this areeevinvolved in establishing face validity
of the instrument and assessing its suitabilitytfe target respondent. The decision to limit
the number of pages in the questionnaire to sixtéed further need to balance conflicting
demands; the desire to measure the maximum nunhbariables and the need to compromise
on the number of items to measure each constmitiallmeetings of the expert panel defined
the objectives of the questionnaire, while subsetjgessions defined the core constructs. The
objective was to achieve a professional, tightruraent which would appeal to the target

respondents while achieving the objectives of gsearch study.

On meeting with the expert judges to receive thedif@ck from their review of the

questionnaire, each of the items within the quastias discussed in detail and the measure
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was amended several times until considered saisfaclhere was also a determined effort to
avoid questions which would require the respontienetrieve or consult records, as these may
provoke respondent disinterest, particularly givdre length and complexity of the

guestionnaire. For this reason, particularly iratieh to performance, attitudinal scales were
utilised. This also avoids issues of sensitivityd ahe need for other details (to be able to

compare relative performance) which requests feokibe amounts could evoke.

During the refining process it was decided that tleed for content validity should be
paramount, and as a result the number of constnueésured was reduced. The first constructs
to be eliminated were those considered most subtepb a social desirability bias. For
example, the first drafts of the questionnaire mfied to outline the capabilities of the
subsidiary based on knowledge flows (Harzing andrderhaven, 2006). However this
measure was very long and detailed and distratiedttention of the respondent away from
the core questions about strategy. Instead it wagldd that to use a more structured measure
of capabilities which kept the focus of the quastiaire on issues relating to strategy (Roth and
Morrison, 1992). Following several iterations arainds of discussions with the panel of
experts the number of constructs to be examinedre@sced to those variables considered

most crucial to the study.

5.10.2.2 Question Clarity.
Great care was taken to make the instructions @edrunambiguous. Many of the measures

utilised originally required the respondent to rdin&ir response on a 7 point Likert scale from
‘strongly agree’ to ‘strongly disagree’. For reasaf clarity, simplicity and consistency given

the number of questions contained in the questioaitavas decided to utilize the two anchors
of ‘not at all’ and ‘to a very large extent’ thrdugut. When reviewed by the expert panel this
eliminated the confusion which arose in earlieratiens of the questionnaire. However, this

does increase the potential for the respondenttir @ mindset and answer all of the questions
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in a similar fashion (Baker, 2003). Following sealeeviews and reiterations, a tightly written,

easily understood, professional instrument wadied (see Appendix).

5.10.3 Content Validity.
Content validity was enhanced through the use oftiph& item constructs. As advised by

Churchill (1979 pp. 66) this allows for items to é@mbined and ‘reliability tends to increase
and measurement error decreases as the numbeero$ iin a combination increases’.
Duplication of items included in previously used ltiple item measures was excluded

following pre-testing.

Podsakoff and Organ (1986) suggest that using seatdering to arrange the questions so that
the dependent variable follows rather than preceites independent variable may not
significantly reduce the hazards of same sourcéawee. Harzing (1999) also argues that
placing the independent variable items before #ygeddent variable measures may increase
the sequencing effects of consistency, and recomsartilizing appropriate statistical
techniques to remedy any problems at the empirmahlysis stage. However, these
considerations had to be traded off against plagungstions in a relatively logical sequence
from a respondent perspective and the need to ptace sensitive questions nearer to the end
of the questionnaire (Dillman, 2000). The main de®nt variable in this study is the strategic
activity of the subsidiary manager. It would nowv@éanade logical to place this question too
early in the sequence. Broader questions relatngtrategy were sequenced first before the

responded had to answer questions about their otiitizs.

There was also a danger that subsidiaries whichcanstrained from developing strategy
would consider the study irrelevant to their neadd position. This influenced the ordering of
the measurement items as the respondent may rpmnaksn full if the questions relating to

strategy development were placed at the beginnihgthe questionnaire. A further
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consideration is that the proposed hypothesesfgmssociation between the constructs rather

than causality.

5.11 Questionnaire Administration

5.11.1 Pre-Notice Letter.
The design and administration of the questionni@ilewed the ‘tailored design method’ of

Dillman (2000). However, due to financial consttaithe administration of the questionnaire
was in two mailings. There was not sufficient furad&ilable in the project for a pre notice
letter as suggested by Dillman et al (1995). Inbtdeere was a major emphasis placed on
generating the greatest possible positive readtmm the initial mailing, and reinforcing that

with a well timed and appropriately worded folloyw letter.

5.11.2 Initial Mailing
It was crucial to get the initial contact right.déamailing contained a personalised cover letter

(see Appendix 4) signed by the student researaickibath supervisors in contrasting ink, the
guestionnaire and a pre-labeled business replyceereturn envelope. All cover letters were
produced on Dublin Institute of Technology statignay a high quality laser printer. The
items were arranged to come out together as a gacketh the cover letter on top. While
providing extensive detail on the study, great csas taken to limit the cover letter to one
page, to ensure that the style and clarity wereaguate to the seniority of the respondent, and

to avoid bulk.

The letter briefly outlines the purpose of the e@sk and the need to achieve sufficient
responses from senior personnel if it is to be esgftl. The letter also stated that the project
was supported by DIT, UCD and very importantly tBé. The support of the IDA was seen

as being a crucial factor in gaining a positiveti@hiimpression for the respondents and
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improving the response rate. The questionnaire &#owed the Total Design Method

(Dillman, 2000) by referring to the inducements émmpletion of the questionnaire. These
comprised a token donation to charity, a copy ef fihdings and an invitation to a seminar
series on the results later in the year (providédsiness card or letterhead was included with

the completed questionnaire).

Dillman (2000) highlights the suitability of a srhdbonation to charity as an inducement for
senior personnel where a personal financial tokenladvbe in-appropriate or unethical, and
suggests that it may influence a gatekeeper to passquestionnaire to the identified
respondent rather than throwing it away. In additihile there are mixed views on the
incentive value of an offer of the final resultst&amms of increasing response rates (Jobber and
Sanderson, 1985, Kalafatis and Tsogas, 1994), & decided that on balance given the
importance of the subject matter that subsidiarysMiduld be interested in the findings of the

guestionnaire and that this might prove an incentiv

The cover letters were mail merged to provide aqwalised greeting, as this is now a general
expectation when receiving post from any professiosource, so each was addressed
personally to the MD or which ever title the moshi®r person of the subsidiary held. In

Ireland, this person may be entitled CEO, manadinector, general manager, vice-president,
site or plant manager. Where the title implied tha addressee may not be the most
appropriate target respondent (for example the pthnt manager implies an operational role,
so that there may be a more appropriate strategigop), the subsidiary was telephoned to

confirm the situation. This happened in approxitya® instances.

In an effort to boost response rates the covestigr highlighted the relevance and timeliness
of the questionnaire to subsidiary managers irah@| as it is believed that people are more

likely to respond if the topic is ‘personally orgbessionally important to them at that time’
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(Cycota and Harrison, 2002, pp. 154). The lettevady confirmed the anonymous and
confidential nature of the study, and how individuesponses would be aggregated for
statistical purposes. Given the potential sengytiaf the findings and the assurance of
anonymity it was decided not to number or otherwidentify the respondents in the

guestionnaire.

Late November was chosen for the initial posting.dscussions with senior business people
it was decided that this was an appropriate timgeaf to send the mailing as many businesses
are entering a quiet period over Christmas and lpaopy be more inclined to react positively
to the arrival of the questionnaire. It also Iéfé (possibility that the questionnaire may sit on
somebody’s desk over Christmas and this made the db the second contact vitally

important.

5.11.3 Second Contact: The Second Questionnaire fog
Dillman (2000) recommends sending a follow-up letiiter two weeks to all respondents after

the posting of the questionnaire package, servotf bs a thank you and a reminder. As the
identified respondents in this study occupy vemi@epositions within organisations, it was
deemed necessary to minimize the number of contactavoid giving the potential for
aggravation or annoyance. In addition, even afterweeks, several completed questionnaires
were received each day. It was decided that it vbel appropriate in this instance to eliminate
the postcard stage and send a replacement questencover letter and return envelope in the

after the Christmas period, four weeks after tligainposting.

One disadvantage of being unable to identify wha tedurned completed questionnaires, was
that respondents from the first posting of the foesaire could not be excluded from the

second posting. However, the impact of this wasimised in that almost 50% of those
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responding to the initial request included a bussneard, allowing for their names to be
excluded from the database. The cover letter adthth the second mailing tried to minimise
any annoyance to recipients who had already coetpligtte questionnaire by highlighting the
anonymous nature of the responses, stating thatrasult some managing directors who had
already responded were being approached agairdditian, efforts were made to have each
cover letter begin very differently and to be easlilstinguished from the previous contact in
layout to avoid appearing as duplicates and imigathe target respondents. This cover letter
emphasised our dependence on the goodwill of sgeimonnel such as the respondent for the

success of the study.

5.11.4 Response Rate
As stated earlier the final number of questionrsagent to accurate addresses was 1,162. Of

that number 202 questionnaires were returned. 1Boske returned were deemed unusable due
to inaccurate responses. Therefore the final nundbereturned questionnaires was 186
representing a response rate of 16%. This respatsecompares favourably with similar

studies (Harzing, 2000, Birkinshaw et al., 199&tSet al., 2010).

5.11.5 Non Response Bias
While the strong response rate reduces the pratyabilnon response bias (Weiss and Heide,

1993), the standard tests were applied. As lajgoretents are expected to display similarities
to non respondents, t-tests were applied to compatential differences between late
respondents and early respondents on a range @fateastics. The first 60 respondents were
grouped to form a batch of early respondents aedldkt 60 respondents formed the late
respondent group, as the last 25% of respondemsganerally considered as the late

respondents (Weiss and Heide, 1993). T-tests wanfermed to compare the two groups on a
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range of variables, including number of subsidiamgployees, type of organisation, age of

subsidiary, and parent location.

5.11.6 Representativeness of the Sample to the Pégdion
The quality of the data generated by the questioarsand the generalisability of the findings

generated by it is wholly contingent on how repn¢atve the respondents are to the
population as a whole. The standard of the tesetiakien to assess whether the observed
frequency distribution is consistent with an expdcfrequency distribution was based on the
chi square goodness of fit test. This test provaesbjective assessment of the differences
between two distributions. The expected frequenitiethe respondent sample were calculated
by referencing the values for the different categgofrom the population sample. The variables
available for testing in terms of the goodness ibftdst are limited to those for which
information is available from the population datsdaDue to the limited information contained
in the population database, an expected distribdiEmsed on population values could only be
calculated on one variable, parent location. Adavglue of chi square relative to the degrees
of freedom indicates that observed and expectedicestproduced differ considerably, with
the level of statistical significance indicatingetiprobability of these arising solely due to
sampling variations. Even when this probably ispgufed it does not mean that the model is

correct, as another model could produce a ‘betterdsrd of fit (Hair et al., 1998).

5.12 Remedial Measures for Common Method Variance
Podsakoff and Organ (1986) advise that where datébaih dependent and independent

variables are collected from a single informarsdtistical procedures are required to control for
common method variance. Following their recommendaitlarman’s One Factor Test and a

Partial Correlation Procedure were executed tddisahe covariance due to artificial reasons’.
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5.12.1 Harman’s One Factor Test.
Following the procedure outlined by Greene and @1d&73) the unrotated factor solution for

all of the variables collected was examined to emghat the bulk of the covariance in the
independent and criterion variables are not coutied) by a single factor. As the probability of
extracting factors increases with the number ofabdes under consideration (Podsakoff and
Organ, 1986), it was decided that the most configevaption was to group the variables
examined according to their expected position an rtodel. While there are no guidelines
available to confirm the expected level of factavhich such analysis should produce
(Podsakoff and Organ, 1986), as there are a highl [&f factors generated by the principal
components analysis, and as the first factor doésecount for the majority of the variance,
and diagnostic support for each of the variablaugigs is strong, common method variance

does not appear to have significantly affecteddée.

5.12.2 Marker Variable
In addition to the options outlined we used thecpdure that Lindell and Whitney (2001)

recommend and Jayachandran et al (2005) adopsttiotecommon method bias. According to
the procedure a marker variable or a scale thiweigretically unrelated to other scales should
be included in the questionnaire so that there psi@i rationale for this scale to have zero
correlations with other scales. The marker scaledus this study was dependence of
trademarks (Ramani and Kumar, 2008). The correlatiatrix on pg. 153 confirms that the
variable does have some correlations with the kbesain the study but they are not of a level

which would cause concern.
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5.13 Operationalisation of Variables.
The instrument measures selected represent setezedions of discussions and debate by an

expert panel, based on the dual ambitions of atigevhe research objectives from a
measurement perspective, and generating a sufficesponse rate for the study to be

meaningful.

The study’s dependent, independent and controdbkas are discussed below. As mentioned
earlier, with the exception of the items used tteed the model of middle manager strategic
influence, existing measures from previous studiese adapted or merged. With a few
exceptions, multiple indicators were used to meashe multidimensional constructs under
examination. While it was necessary to include @egaately broad range of items to represent
the underlying construct, (Lyon et al., 2000) thismber had to be limited to the minimum
sufficient to achieve acceptable validity levelgegi the key objective of generating sufficient

responses.

As mentioned earlier, almost all of the indicatasesre measured using a 7 point Likert scale,
anchored at 1= ‘Not at all’ and 7= ‘To a very lamgdent’. While several of the measures had
originally utilised a 5 point scale, it was feltaththe 7 points allowed for greater variety in
answers. While there may be a tendency to hit tbeiam point labelled ‘to some extent’ it was
found that respondents varied their answers athesscales. For example, it was noted that in
a few instances a respondent amended an initiatahg to say a ‘6’ indicating that the
respondents did differentiate carefully between lignels on the scale. Few open ended
questions were asked, and these related to faetatirs such as industry sector, number of

employees, or origin of parent operation.
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5.14 VARIABLE DETAILS

5.14.1 Subsidiary Manager Strategic Influence
Subsidiary manager strategic influence was measusaty four dimensions. The first two

dimensions were established in previous studieflbyd and Wooldridge (1992, Floyd and
Wooldridge, 1997). In their study they identifiedesific examples of middle management
influencing behaviour in strategy from a review Bdwer (1970), Burgelman (1983b) and
Kanter (1983). Items developed from this review evéren tested on practising managers.
From this two step process, 21 Likert-type itemseasing how frequently middle managers
performed various strategic activities were devetbpThe frequency scale was intended to
capture the extent to which managers perceiveddles to be part of their work activity,
rather than to measure the number of times a gaativity was performed. The four roles
identified by Floyd and Wooldridge in their origiretudy were also utilised in this study: in a
downward direction the two roles wehamplementing Deliberate Strategy and Facilitating
Adaptabiltiy and in an Upward direction the two roles @&bampioning Alternative and

Synthesizing InformatioriFloyd and Wooldridge, 1997).

Horizontal Strategic Activity

The horizontal strategic activity of middle managkad not been tested empirically before so
new measures were developed. The horizontal sicatggrnal roles were based on research
on the internal management activities of subsidiagnagers (Garcia-Pont et al., 2009). A
distinction is made in this literature between fafninternal management roles (Watson
O'Donnell, 2000) and more informal horizontal ro{Balogun et al., 2011). This was the basis
for the two variables; Horizontal formahter-Unit Coordinatingand horizontal informal

Deepening Networks.
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The variables developed for horizontal strategitemal roles were based on the subsidiary
management literature which focuses on the extetnalegic activity of subsidiary managers.
Subsidiary managers have a crucial role in devetppielationships with the external
environment (Andersson et al., 2002, Andersson let 2007). Through this process
subsidiaries contribute to the competitive advamtafjthe MNC (Nell et al., 2010). But the
subsidiaries external environment is made of dffiéractors. There are those in the business
environment that the subsidiary interacts withthete are also those external actors outside of
the customer supplier network that may also providportant links (Nell and Andersson,
2012). This distinction was the basis of the twaizantal external variable€ncouraging

BusinesandExpanding Links.

5.14.2 Antecedent Variables
Subsidiary level factors were measured using vesgalfrom the subsidiary and strategy

literature. In addition to these variables, resmorigl were requested to detail their position and
the number of years they had worked with the sudasido confirm that each respondent could

reasonably serve as the subsidiary’s key inforrldatzing, 1999).

5.14.2.1 Subsidiary Autonomy.
This is considered a subsidiary variable as ihéslevel of autonomy the subsidiary perceives

that it enjoys rather than the level which its paggerceives it has authorized. The absence of a
headquarters perspective excludes the possibilitpwelating the responses, but it does allow
the subsidiary level respondent to answer freetyraay reduce the level of social desirability
bias in relation to the other measurement itemse ®hginal 5 item scale from Watson
O’Donnell (2000) and 3 item decision level opticsproach adopted by Birkinshaw et al,
(1998) were combined. After the factor analysienterged that the scale fell out into two

separate items; product autonomy and strategicantyp.
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5.14.2.2 Strategy Formation Mode
This measure was based on Slevin and Covin’s (186d)e measuring strategy formation

mode. Higher scores on the scale indicate an emesgg@tegy formation mode; lower scores

indicate a planned strategy mode (Anderson e2@09).

5.14.2.3 Subsidiary Capabilities
The scope and the relevant level of the subsidiacgpabilities has a major impact on its

approach to strategy development. It was impot@anteasure not only the capabilities that the
subsidiary engaged in but also its relative compten those areas. A number of options were
looked at to measure this variable and it was aettd develop Roth and Morrisson’s (1992) 8
item scale. A nine item scale was developed whicituded a split between supportive and
strategic capabilities (Harzing and Noorderhave®dQ62. The supportive capabilities were
HRM, IT, purchasing, marketing, finance, logistesd the strategic capabilities were R&D,

managing international activities and innovatiod antrepreneurship.

5.14.2.4 Individual Antecedent Factors
Manager Competence

In the process of the interviews with senior sulasydmanagers an important aspect emerged
which could not be ignored in the research. Thesqeaal competence of the subsidiary MD
emerged time and again as a crucial driver in slidngi success. It was decided that this
crucial aspect of the subsidiary manager’s rolelccawot be ignored. It is recognised that
middle managers in certain positions with particydarsonality traits play a crucial role in
facilitating innovation (Moss, 1982), communicatiPhllen, 1971), and selecting projects to
purse (Burgelman, 1991). However the strategyditee has historically argued that a good
process is the key to good performance which hasltesl in a long tradition of using
organisational factors rather than individual empls to explain differences in firm
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performance. And yet firms ultimately consist obpke whose performance can vary widely.
This opens up the possibility that the people wbinialy make up the firm may account for
much of the often widely varying differences in fpemance (Mollick, 2012). In the original

Floyd and Wooldridge (1992, , 1997) model they middl account for the effect of the personal
competence of the individual. In this study we weanto test for the effect of this personal

characteristic.

For this study we selected a of measure indivitiiadl competencies developed by Chandler
and Jansen (1992). This measure was originally @edl by Chandler and Jansen (1992) who
used self-assessments of competence and showedasssssments to be significantly related
to venture performance. Evidence was provided ¢ (3987) outlining a strong relationship

between perceived and actual competencies. Thisupported by performance appraisal
literature that has shown self ratings of perforoeaand competence to be valid (Henderson,

1984, Heneman, 1974, Latham and Wexley, 1981, drsdiiOhlott, 1988)

Self ratings have been shown to be useful wheralleving conditions are met: 1.) there is a
structured rating system, 2.) they are used aslfadseelopment tool, 3.) individuals are
working in isolation or possess rare skills: ane@ythare used in discriminating across
performance/skill dimensions (Henderson, 1984, iHeme 1974, Latham and Wexley, 1981,

Tsui and Ohlott, 1988)

A measure of managerial competence and a measergrepreneurial competence were used

based on the measures employed by Chandler anénld@handler and Jansen, 1992,

Chandler and Hanks, 1994).
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5.14.3 Outcome Variables
One of the major challenges in middle manager rekdaas been in measuring the relationship

between middle manager activities and organisationécomes. Wooldridge et al (2008)
propose that studies should look to measure theagtnpf middle manager activities on
intermediate level outcomes rather than organisatilevel outcomes as it is more feasible that
middle manager influence impacts more directly otermediate outcomes which in turn
impact the wider organisation but it is difficutt measure that impact. This study attempts to
follow that research position. By measuring sulasidievel outcomes they are intermediate
outcomes in the full picture of the MNC. The argunes therefore that subsidiary managers

do influence MNC strategy by directly influencingtoomes at the subsidiary level.

5.14.3.1 Strategic Learning Capability
A six item, seven point scale measured strategimlieg capability. Three of the items of this

scale are the Covin et al (2006) strategic learfiom failure scale. Andersson et al (2009)
added three additional items to better capturentbteon that strategic learning capability is
composed both of the ability to generate stratkgmwvledge and to make adjustments to firm
strategy based on that strategic knowledge (eayr, B998, Thomas et al., 2001). As is the
case for all multi-item scales in this researcl, ¢dbmbined mean of the individual item scores
is the scale score. Higher scores on this measwiieate higher levels of strategic learning

capability.

5.14.3.2 Strategic Initiative
The measure for the subsidiary initiative constias adapted from Birkinshaw et al, (1998)

to capture the range of initiatives which can bdartaken by the subsidiary, from competing
for internal opportunities to product developmerhte respondent was requested to measure
the items over the previous 5 years and to anteifiee level over the next five years.
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5.14.3.3 Strategy Creativity
The measure of strategy creativity is based onasare employed by Scott et al (2010). Itis a

combination of Menon and Bharadwaj's (1999) cratifocused items and Karazogulu and
Brown’s (1988) measures of management’s willingriessngage in strategic experimentation,

adapted to the subsidiary unit of analysis.

5.14.3.4 Strategy Implementation
The variable for strategy implementation was basedhe measure developed by Noble and

Mokwa (1999). They defined implementation successthe extent to which a strategy
implementation effort is considered successfull®y drganisation (Noble and Mokwa, 1999).

This measure was also utilised by Slater et al@201

5.14.3.5 Strategic Posture
The original three dimensional entrepreneurial rag8on scale was initially developed by

Khandwalla (1977). Later it was refined by MillencdaFriesen (1982) and Covin and Slevin
(1989) and has been successfully utilised in ‘nomerstudies’ (Lyon et al., 2000). A number
of other existing scales were also examined (Sebtl., 2010, Naman and Slevin, 1993,

Brown et al., 2001) to select the most appropmagasures for the current study.

Support for the use of the entrepreneurial origamatscale was derived from several
considerations. Firstly, initial concerns regardihg application of any of the inherently US
based scales to an area which is geographicaltptifculturally distant, were alleviated by

Knight's (Knight, 1997) support for the entreprenaliorientation scale in a cross cultural
setting. Secondly, deliberation was also given riticsms relating to the mix of ‘current

attitudes and past behaviour’ (Brown et al., 20pfk, 954) captured by the scale. Other
criticisms relate to the ambiguity of some of ttems (Lumpkin and Dess, 1996) for example,
that one of the pro-activeness measures (relatingotnpetitive clashes) actually measures
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competitive aggressiveness. However, it was themnddd that given the overall academic
acceptance of the entrepreneurship scale (Knigd7 1Miles and Snow, 1978, Miles and
Arnold, 1991), the ease of adapting the measuresppdy to the subsidiary level and the
relative newness and lack of verification of Broatral's alternative, that the measures derived

by Covin and Slevin (1989) would be utilised.

5.14.3.6 Performance
Financial measures of performance can be the muogirate for single entity firms, but

complications arise in relation to subsidiaries doeghe many alternatives for recognising
income within a large organisation. In additionmgaring absolute figures for subsidiaries
would be misleading as these can be affected bysing related factors (Covin and Slevin,
1989, Miller, 1986, Sapienza et al., 1988). Tomagk®evey et al (1995) also advise that
requests to provide financial information, partanly from subsidiaries, can lead to non-
response. For this reason, and as mentioned abewdesire that respondents should be able to
answer the survey in one sitting without havingéosult records or retrieve any information,

attitudinal measures were utilised.

The potential level of bias in self reported operadlisations of firm performance has been
widely reported (Boyd et al., 1993, Cycota and iarr, 2002), although others (Venkatraman
and Ramanujam, 1986, Dess and Beard, 1984, DesRa@idson Jr, 1984, Birkinshaw et al.,

2005, Floyd and Wooldridge, 1997) found strong eations between subjective and objective
measures of performance. Additional consideratimtéude inconsistencies in accounting
practices and policies adopted by subsidiariesthadvariations in their reporting structures
(for example, some parent operations guarantee thdisidiary’s obligations and then

subsume its figures within the MNC consolidatedorép Absolute scores on financial
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performance indicators even if they were to belalke at the subsidiary level are influenced
by industry-related factors, reducing the value difect comparisons given the diverse
industries captured by the sample (Miles, Covin &feley, 2000). As subsidiaries do not
enjoy separate stock exchange quotations, stockgmdices cannot be requested and there is
no obligation to meet exchange regulations on médion provision at the individual

subsidiary level.

It is hoped that the broad range of contributiogiaators utilised minimises the impact of the
various issues and captures the essence of sulgsigeformance. The demonstrated
correlation between subjective and objective messoif performance (Dess and Robinson,
1984; Slater and Narver, 1994) and the use of stibbemeasures in prior studies (Gupta and
Govindarajan, 1984; Naman and Slevin, 1993) providéditional support for the approach
adopted. The scale utilised by Karagozoglu and Br¢h988) to measure organisational
competence was adapted to provide an indicatoheobterall performance of the subsidiary
relative to its peers. These measures were dewklopereflect performance relative to

competitors when examining marketing orientatiortloa basis that such an orientation yields
competitive advantage, and to overcome difficulties obtaining objective relative

performance measures at the business level. Thar fagalysis highlighted that the items fell

out into two separate variables; financial perfonceaand operational performance.

5.14.4 Control Variables
Various extraneous factors have the potential fiecathe results of this study. To reduce this

threat, control variables at the individual, indysbrganisational and environmental level were

included in the analysis.
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5.14.4.1 Tenure
Firstly at the individual level, tenure in positiomas included in the questionnaire and

introduced into the analysis as a control that dqdtentially affect a manager’s influence on
strategy (Schilit, 1987, Floyd and Wooldridge, 1p9he log of the number was employed for

statistical analysis.

5.14.4.2 Subsidiary Age
Data on subsidiary age was requested to allow doengially interesting comparisons to arise

from the data. The log of the number was employadstatistical analysis. It would be

expected that the subsidiaries would generallydbatively young given the age of Ireland’s
own economy. The arrival of multinational subsigiarto Ireland began, or was certainly
exacerbated, by Ireland’s entry into the EU ovetyfgears ago (Gunnigle and McGuire, 2001,
Monaghan et al., 2014). This process of foreigediinvestment has been a major driver of
Ireland’s progression from a primarily agriculturedtion, to an economy which supports many

of the biggest multinationals in the world.

5.14.4.3 Subsidiary Size.
Consistent with previous studies, employee numberg taken as representative of the size of

both the subsidiary (for example, Gupta and Goviamda, 2000) and for its parent
organisation. The log of the number was employedstatistical analysis. The decision to
utilise a single variable for the operationalisata subsidiary size was based on the belief that
further information would not be provided. For exde) as subsidiaries are generally not
required to publish detailed financial informatioequests for subsidiary revenue or income
levels are likely to be ignored and could triggespondent fatigue. There is also the danger
that requesting any hard financial information, revegh level information, might prompt

confidentiality concerns and increase the probigioli non response.
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5.14.4.4 Parent Location.
The country of origin was included because sewdralies support the influence of the MNCs

home country on subsidiary behaviour and performaficr example, Ghoshal and Nohria,
1989, Harzing, 1999, Rugman, 1983) , as the counitrgrigin impacts subsidiary politics,

culture, access to knowledge and resources, aed etonomic and legal factors.

5.14.4.5 Industry Sector
There are a wide range of industry sectors occupied/INC subsidiaries in Ireland. This

reflects the efforts of Ireland’s Development Aggrio attract ICT, pharmaceutical, medical
and engineering related industries (Monaghan et2él14, Brennan and Verma, 2012). As
there can be such a range of sectors it was vhiyain responses across different industry

sectors.

5.14.4.6 Management Control by Socialisation
Control has been the focus of extensive researcéoanal sciences but particularly in the

context of international business. Scholars hawn l@xious to point out the pivotal role of
headquarters’ coordination and control in implermgnglobal strategies (Doz and Prahalad,
1981, Bartlett and Ghoshal, 1989, Kogut, 1985, Asdie and Forsgren, 1996). This issue is
also coming back to prominence as scholars askjulestion of whether the impact of new
MNC structures is creating a new power balance INQd (Buckley, 2011, Buckley and
Ghauri, 2004, Yamin and Sinkovics, 2007). The dédfe control mechanisms available to
headquarters have been widely discussed (MartindzJarillo, 1989, Martinez and Jarillo,
1991, Noble and Birkinshaw, 1998, Gupta and Govimda, 1991). The measure used in this
study was based on the measure of control by sedii@in outlined by Ambos and
Schegelmilch (2007).
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5.14.4.7 Environmental Constraints
The environment in which the subsidiary operates ltave a major bearing on the strategic

options available to management. High velocity smvinents impact on management in
different ways to more stable highly regulated emvinents. It was necessary to control for
these effects at both the internal MNC environmant the external environment. The
measures used were based on those developed ley Bagl, (2000) and the items referred to
restrictions on a firm’s strategic direction arggifrom barriers in both its external business
environment and its internal environment. The measuas relabelled to render it more
appropriate for completion by a subsidiary MD ahd ttems were adapted to embrace the
potential restrictions at subsidiary level. The mgas were divided into the two dimensions of

constraints experienced by subsidiaries, interndlOvnd external environmental constraints.
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Chapter Six: Results

6.1Introduction
The following chapter sets out the results in feections;

6.2 Descriptive Statistics
6.3 Exploratory Factor Analysis
6.4 Correlation Matrix

6.5Regression Analysis

6.2 Descriptive Statistics

6.2.1 Subsidiary Manager Strategic Activities

Table 6.1: Implementing Deliberate Strategy

Std.
Mean Deviation N
Monitor activities to support Head Office objectives 5.90 .959 185
Implement action plans designed to meet Head Office objectives 5.87 .964 185
Translate Head Office goals into action plans 5.84 .987 185
Translate Head Office goals into individual objectives 5.65 1.059 185
Sell Head Office initiatives to subsidiary employees 5.66 1.101 185
Table 6.2: Facilitating Adaptability
Std.
Mean Deviation N
Buy time for experimental subsidiary programs 4.64 1.497 184
Provide a safe haven for experimental subsidiary programs 4.63 1.524 184
Locate and provide resources for trial subsidiary projects 4.79 1.508 184
Develop objectives and strategies for unofficial subsidiary projects 4.37 1.751 184
Encourage informal discussion and information sharing within the subsidiary 5.88 973 184
Relax regulations to get new subsidiary projects started 3.89 1.855 184
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UPWARD

Table 6.3: Championing Alternatives

Std.
Mean Deviation
Justify and define new subsidiary programs 5.22 1.272 181
Evaluate the merits of new proposals at the subsidiary level 5.33 1.145 181
Search for new opportunities for the subsidiary 5.50 1.259 181
Propose subsidiary programmes or projects to managers in Head Office 5.34 1.427 181
Justify programmes that have already been established 4.88 1.462 181
Gather information on the feasibility of new programs 5.09 1.244 181
Communicate the implications of new information regarding the subsidiary 5.40 1.163 181
Table 6.4: Synthesizing Information
Std.
Mean Deviation
Assess changes in the subsidiary's external environment (Outside the MNC) 5.07 1.356 180
Assess changes in the subsidiary's internal environment (Within the MNC) 5.24 1.174 180
Encourage multidisciplinary problem solving teams within the subsidiary 5.72 1.169 180
HORIZONTAL INTERNAL
Table 6.5: Internal Coordinating
Std.
Mean Deviation
Participate in inter unit committees to engage in joint decision making 457 1.747 185
Participate in temporary task forces to facilitate international collaboration 4.76 1.612 185
Participate in temporary meetings with managers from other international 5.02 1.548 185
locations
Engage in informal personal contact between other subsidiary managers 5.31 1.448 185
Seek advice from other subsidiary managers 4.58 1.643 185
Table 6.6 Deepening Internal Networks
Std.
Mean Deviation
Align with partners who have access to important resources 5.33 1.237 183
Building linkages with subsidiaries with complementary resources 5.04 1.313 183
Track record of enlisting the support of key people within the MNC 5.47 1.068 183

126




HORIZONTAL EXTERNAL

Table 6.7  External Business Operating

Std.
Mean Deviation

Communicate the activities of the subsidiary's competitors, suppliers, etc 5.01 1.377 182

Encourage new subsidiary projects in conjunction with local customers 4.00 1.695 182

Encourage new subsidiary projects in conjunction with local suppliers 4.12 1.674 182
Table 6.8: Expanding External Links

Std.
Mean Deviation

Meet with government agencies to discuss new subsidiary projects 4.03 1.878 185

Invite government agencies to meet management from Head Office 3.62 1.887 185

Identify potential alliances with local Universities / Institutes of Technology 3.89 1.841 185
6.2.2 Antecedent Variables
Table 6.9: Autonomy

Std.
Mean Deviation N

Introduction of New Products 3.31 1.767 162

Selection of Suppliers 474 1.559 162

Entering Foreign Markets 2.78 1.744 162

Changing to a New Manufacturing Process 4.00 1.918 162

Changes in Product Design 3.54 1.808 162

Changes in Product Price 3.94 1.931 162

Building Relationships with Sister Subsidiaries 476 1.279 177

Changes in Subsidiary Organisational Structure 4.48 1.719 177

Undertaking Significant Capital Expenditure 3.05 1.425 177

Borrowing Short Term from Local Bankers 3.47 2.092 177
Table 6.10:  Strategy Formation Mode

Std.
Mean Deviation N

Business strategy is a result of trial and error actions 2.23 1.218 182

Subsidiary strategy is not planned in advance but emerges 2.60 1.665 182

Competitive strategy results from informal communication 3.76 1.653 182

Strategic plans are developed by Head Office 453 1.607 182

Subsidiary strategy carefully planned with Head Office 4,76 1.590 182

Competitive strategy results from formal business plan 4.80 1.710 182
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Table 6.11:  Capabilities

Std.
Mean Deviation N
Product or Process R&D 3.99 1.751 156
Manufacturing 4.56 1.874 156
Marketing 3.75 1.548 156
HRM 4.73 1.188 156
Managing International Activities 4.68 1.553 156
Innovation & Entrepreneurship 4.72 1.273 156
I.T. 4.37 1.260 156
Finance 5.02 1.236 156
Logistics 4.94 1.216 156
Table 6.12:  Individual Competence
Managerial Competence
Std.
Mean Deviation N
Supervise influence and lead people 5.86 1.068 183
Delegate effectively 5.48 1.094 183
Find resources that the subsidiary needs 5.79 .902 183
Find money and people to start new programs 5.25 1.164 183
Entrepreneurial Competence
Std.
Mean Deviation N
Find products and services which provide benefit for subsidiary customers 4.17 1.773 179
Identifying business opportunities 4.97 1.276 179
Accurately identify unmet market needs 5.02 1.382 179
Seize high quality business opportunities 4.94 1.517 179
6.2.3 Outcomes
Table 6.13:  Strategic Learning
Std.
Mean Deviation N
Good at identifying strategies that haven't worked 4.89 1.110 185
Good at pinpointing why failed strategies haven't worked 4.96 1.060 185
Good at learning from its strategic / competitive mistakes 5.38 .993 185
Regularly modifies its choice of business practices and competitive 5.20 1.165 185
tactics
Good at changing business strategy midstream 5.04 1.163 185
Good at recognising alternative approaches to achieving objectives 5.26 1.073 185
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Table 6.14: Initiative

New products developed in Ireland and sold internationally 3.76 2.208 175
Successful bids were made for new corporate investments in Ireland 3.97 2.323 175
New international business activities that were first started in Ireland 3.83 2.012 175
New relationships with sister subsidiaries were established 4.30 1.687 175
New relationships outside the MNC were established 4.38 1.567 175
Proposals were made to transfer new activities to Ireland 4.30 2.110 175
Table 6.15:  Strategy Creativity
Std.
Mean Deviation N
Most recent strategy was very different 4.04 1.509 177
Most recent strategy broke some rules of the game 3.56 1.712 177
Most recent strategy was innovative 4.56 1.425 177
Most recent strategy was risky 4.35 1.538 177
Subsidiary strategy experimentation is highly valued 451 1.454 177
Formulating strategy old beliefs are readily dissuaded in favour of new 4.19 1.517 177
ones
Table 6.16:  Implementation
Std.
Mean Deviation N
The most recent strategy was effectively implemented 5.02 1.234 177
Implementation was considered a success in the subsidiary 4.92 1.227 177
Implementation was considered a success as Head Office 4.98 1.283 177
Personally | think the implementation was a success 5.18 1.157 177
Strategy Implementation was disappointing (Reversed) 5.32 1.315 177
Table 6.17:  Strategic Posture
Std.
Mean Deviation N
Emphasis on R&D, Technological Leadership and Innovations 4.35 1.639 180
New Lines of Products and Services in last 3 years 5.08 1.644 180
Changes in subsidiary product or service lines have been dramatic 4.41 1.640 180
Subsidiary Responds to Competitors Actions 4.70 1.345 180
First to Introduce New Products, Services, Admin Techniques etc 4.64 1.538 180
Engages in Competitive Clashes 4.78 1.363 180
Strong Proclivity for Risky Projects 4.13 1.275 180
Exploring External Environment 4.02 1.233 180
Bold Aggressive Posture 4.17 1.194 180
Very Aggressive in Taking Business from Competition 4.94 1.258 180
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Table 6.18: Performance

Std.
Mean Deviation N

Average profitability is high compared to its sister subsidiaries 4.64 1.578 179
Market Share has grown relative to major competitors 4.64 1.351 179
Subsidiary net profits are strong relative to expectations 4.55 1.466 179
Subsidiary productivity is high compared with sister subsidiaries 5.13 1.245 179
Subsidiary quality levels are high compared with sister subsidiaries 5.26 1.176 179
Subsidiary has a better record of customer development that its sister 4.99 1.190 179
subsidiaries

Subsidiary has a better record of technology development than its 4.22 1.581 179

sister subsidiaries

6.2.4 Control Variables
Table 6.19: Tenure

Tenure

Less than 5 years
6 - 10 years

10 - 15 years

16 - 20 years

More than 20 years

% of Total Responses
42.1
28.4
13.7

6.6

8.2

Table 6.20:  Subsidiary Age

Subsidiary Age
Less than 5 years
6 - 10 years

10 - 15 years

16 - 20 years
21 - 25 years

Over 25 years

% of Total Responses
5.9

12.9

19.9

134
5.9

38.2
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Table 6.21: Subsidiary Size

Subsidiary Size
(No. employees)

50 or less
51-100

100 -500

500 -1000

More than 1000

% of Total Responses

33.9
17.7
14.5
15.2
17.4

Table 6.22: Parent Size

Parent Size

(No. employees)

500 or less

500 -1000

1000 - 5000

5000 - 10,000
More than 10,000

% of Total Responses

11.8
5.4

20.4
40.3
19.9

Table 6.23: Parent Location

Parent Origin
United States
United Kingdom (UK
EU Excluding UK
India

Japan

South America
Canada

Russia

Rest of World

% of Total Responses

50.5
7.5
33.3
1.6
3.8

11

5
5
1.1
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Table 6.24:  Industry Sector

Subsidiary Industry Sector Number %
ICT 32 17.2
Medical / Healthcare 31 16.7
Pharmaceuticals 22 11.8
Engineering / Manufacturing 34 18.3
Food / Agri 3 1.6
Energy 1 0.5
Automotive 6 3.2
Telecoms 4 2.2
Business Services 14 7.5
Construction 6 3.2
Consumer Goods 13 7.0
Entertainment and Media 1 0.5
Transportation / Logistics 9 4.8
Other 8 4.0
Missing 2 1.4

Management Control by Socialisation

Ambos and Schegelmich (2007) designed an 11 iteate smder 3 headings; Centralisation,
Formalisation and Socialisation. For the purpobesitems were condensed to a 4 item scale
focusing on the degree of control by socialisagaerted by headquarters. Centralisation and
formalisation were to a large degree captured remmeasures in this study so it was decided
to focus on socialisation. The item was then raligethree items to improve the alpha. After
removing one item “Head office send their own mamago work on this subsidiary” the alpha
went from .520 to .75.

Table 6.25: Management Control by Socialisation

Std.
Mean Deviation N
High degree of shared values between subsidiary and Head Office 5.42 1.370 186
Exchange between Head Office, subsidiary and sister subsidiaries 4,98 1.416 186
Managers participate in international training and task forces 5.25 1.578 186
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Table 6.26: Internal MNC Constraints

Std.
Mean Deviation N
Internal MNC Barriers to Strategy 3.59 1.433 182
Internal MNC Barriers to Growth 3.53 1.554 182
Internal MNC Barriers to Innovative Ability 3.36 1.573 182
Table 6.27:  Environmental Constraints
Std.
Mean Deviation N
Limited in our ability to influence the business environment 3.36 1.724 182
Strategic Choice is restricted by our business environment 3.74 1.641 182
Strategic Choice is forced on us by those outside the organisation 3.69 1.616 182

6.2.5 Co-efficient Alpha
Reliability indicates the degree to which the measwsed depict the observed construct. Co-

efficient or Cronbach Alpha is described by Hairak{1998, pp. 618) as a ‘commonly used
measure of reliability for a set of two or more swact indicators’. Its relevance is highlighted
by Churchill (1979, pp. 68) who, citing Nunally (®), states that ‘coefficient alpha absolutely
should be the first measure one calculates to sishesquality of the instrument. It is laden
with meaning’ (although he warns that it will ncdtienate errors arising from factors outside
the instrument giving the example of different ilggtsituations). Values of 0.7 indicate that a
particular construct has been captured (Hair et1@98, Nunally, 1978, Van de Ven and D.,

1980).

6.2.6 Eliminated Items

Construct Indicator
Management Control Head office send their own managers to work in the subsidiary
Managerial Competence Living and working in Ireland is important to me

The results, with the exception of Management Gbrand Managerial Competence indicate
that the measures were reliable. Following conatitan one item from each construct was

removed. The highest alpha was achieved with thresesures removed.
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6.2.7 Summary of Key Variables

Variable

MNC Middle Manager Strategic
Activities

Downward

Implementing Deliberate Strategy
Facilitating Adaptability
Upward

Championing Alternative
Synthesizing Information
Horizontal Internal

Inter-Unit Coordinating
Deepening Networks

Horizontal External
Encouraging Business
Expanding Links

Antecedents

Product Autonomy

Strategic Autonomy
Emergent Strategy Mode
Formal Strategy Mode
Subsidiary Capabilities
Managerial Competence
Entrepreneurial Competence

Outcomes

Strategic Learning
Strategic Innovation
Strategic Creativity
Posture

Financial Performance
Operational Performance

Mean

5.78
4.70

5.25
5.34

4.85
5.28

4.38
3.85

3.72
3.94
5.13
4.70
4.17
5.60
4.78

5.22
3.98
4.21
4.52
4.60
4.91

Deviation

0.83
1.19

1.00
1.03

1.40
0.97

1.25
1.64

1.25
1.15
1.36
1.18
0.85
0.57
1.16

0.95
1.68
1.21
0.93
1.22
0.94

Skewness

-0.10
-0.06

-0.13
-0.20

-0.17
-0.31

-0.07
0.03

0.01
-0.01
-0.11
0.16
-0.09
-0.12
-0.06

-0.21
-0.01
-0.03
-0.05
-0.07
-0.08

Kurtosis

0.03
-0.03

0.19
0.14

0.13
0.46

-0.09
-0.33

-0.11
0.00
-0.15
-0.09
0.11
0.04
-0.04

0.27
-0.24
-0.05
0.04
-0.19
0.01

Alpha

0.88
0.86

0.89
0.78

0.92
0.71

0.69
0.85

0.79
0.64
0.66
0.78
0.73
0.71
0.64

0.88
0.78
0.85
0.85
0.78
0.69

Table 6.28: Summary of Key Variables
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6.3  Exploratory Factor Analysis
Factor analysis is based on the assumption thasttheture of a data set can sometimes be

adequately defined by a relatively small numbenraderlying factors or latent variables, which
are derived from analysing the correlations betwibenvariables. The objective is to define a
set ‘of common underlying dimensions’ (Hair et 41998) to reduce the complexity of data
analysis for the researcher or to reduce a largebla set for use in subsequent analysis.
Factor analysis as defined by Pedhazur and Schm@ledhazur and Schmelkin, 1991 pp. 66)
refers to ‘analytic techniques designed to idenfdgtors, or dimensions, that underlie the
relations among a set of observed variables.... theemwed variables are the indicators
(measured items) presumed to reflect the cons(rgct the factor)’. A good factor analysis

‘makes sense’, a bad one does not, as ‘an impaeanbf the analysis is its interpretability’

(Tabachnick and Findell, 2007).

Factor analysis is one of the most powerful analygols for addressing whether a measure is
consistent with the specific construct under cagisition (Pedhazur and Schmelkin, 1991), but
its limitations must also be considered. Firsthere is a general lack of consensus regarding
the appropriateness and value of the various tqalesi(Hair et al., 1998). This is exacerbated
by its association with poor research as factotyarsacan provide even shoddy work with an
appearance of professionalism (Tabachnick and HFjrizig07). As a result, the suitability of
the technique should be considered in relationh® particular data set and the specific
research objectives. A range of diagnostic testiined below are required to confirm the

suitability of the study data for factor analysis.

A important concern relates to the degree of stibjgcinherent in the execution of factor
analysis. For example, the selection of the nurobéaictors to extract, the number of rotations
to be executed or the level of factor loading ate@pas significant (Hair et al., 1998,

Tabachnick and Findell, 2007) is largely dependenthe individual researcher’s preferences
135



as there are no definitive rules on these issuesensure sufficient rigour is achieved, this
study adopts best practice guidelines provided Hey mhethodology literature and previous
empirical research, as detailed in the descripioiime analysis. A third issue for consideration
is that similarly to any statistical procedure whignalyses imperfect data (for example data
with defects due to measurement errors or flawthéncollection process), the reliability and
stability of the outcome of a single analysis iesfionable (Hair et al., 1998). Ideally, the
study should be repeated and further analysis taddsr, but this is restricted by time and cost

constraints.

However, the most significant concern and one thanhot be eliminated by the researcher is
the indeterminacy of the rotated factor solution,raore than one set of factor scores can be
constructed that satisfy all of the necessary atariatics to be legitimate factor scores for a
given pattern’ (Gorush, 1983 p.p. 258). Comparedtteer statistical techniques it lacks an
external criterion for testing the value of a swlnt(Tabachnick and Findell, 2007), so the
value of sets of factor scores derived from theesdata set cannot be independently measured.
This can only be compensated and counterbalancethéyesearcher’'s confidence in the
underlying theoretical basis and the logic of taetdrs resulting from the analysis, supported

by compliance, as achieved by this study, withathiecedent diagnostic and process tests.

6.3.1 Exploratory Factor Analysis (EFA) Process.
As the probability of extracting factors increasegh the number of variables under

consideration (Podsakoff and Organ, 1986), thealbbes are examined in groups according to
their expected position on the model. There wereetlstages to this analysis. The first factor
analysis was executed the MNC middle manager nat@sh is the central element of the

study. Second factor analysis was executed onritexedent variables which are expected to

influence the MNC middle manager roles. Finallyg third factor analysis was executed on the
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outcome variables which the MNC middle manager saee expected to influence. The
following process and diagnostic tests were execated the outcomes considered for each

stage of the proposed framework.

6.3.1.1 Sample Size.
The reliability of factor analysis is influenced by size of the sample, with samples of 300

cases being considered ideal. The number of casssdered by this research ranged from 170
— 186 (as factor analysis was executed on theidatactions based on the variable grouping
on the proposed framework). However, theory advisatslevels of 150 are acceptable where
loadings on components are high (Comrey and Le82,1%abachnick and Findell, 2007,
Pallant, 2013), which was the situation evidenaedhis study. In addition, Guadagnoli and
Velicer (Guadagnoli and Velicer, 1988) contend thdactor with four of more loadings in
excess of 0.6 should be reliable regardless of Easipe, and samples of 150 or more meet
reliability requirements if factors have 10 or mdoadings greater than 0.4. Similarly,
MacCallum et al's (2001) study indicates that tlze ®f the sample required is relative to the
level of communalities, and that 100-200 cases bsagcceptable when communalities are in
excess of 0.5. For this study, the communalitiddetdor each factor analysis executed
indicates that the majority of items achieve a munin communality of 0.5, with many

variables achieving communalities in excess of 0.6.

6.3.2 Execution of the Factor Analysis.
Following confirmation of the adequacy of sampleesifactor scores were estimated based on

a regression approach, which results in the highestlations between factors and factor
scores (Tabachnick and Findell, 2007). This apgrosas selected as representing the most
understood and available method. The process, sgibed by Hair et al (Hair et al., 1998)
involves the computation of a correlation matrialldwed by the extraction of some factors

from the matrix and varimax rotation of the factsnaximise the correlation of each variable
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with one of the factors and to reduce the origimatber of variables to a smaller number

which are uncorrelated to each other.

6.3.3 Kaiser-Meyer Olin (KMO) and Bartlett's Test o Sphericity.
Further post hoc diagnostic tests were executednéirm that the data was suitable for factor

analysis, and are summarized in Table 6.29 belaw. dach group of variables a Kaiser-
Meyer-Olin (KMO) measure was calculated. Each grempys a ‘good’ result, as values
which are close to 1 suggest that ‘patterns ofetations are relatively compact and so factor
analysis should yield distinct and reliable fact¢Fseld, 2000, pp. 455). However, there is one

group, outcome variables, which have a result giidielow 0.6.

The correlation matrices confirm a satisfactory bemof strong relationships with many
correlations in excess of 0.3, and the determimdrthe correlation matrix is greater than
0.00001 for each grouping indicating that multibo@arity is not an issue. This is supported
by the communalities between the variables withathe grouping, as the communality
indicates the portion of the original variable whis explained by the other variables which
have been extracted. Communality loadings are itegex of 0.5 for each item which is
considered strong in Bartlett’s test of sphericitiie results of the test indicate that the analysis
will be of value as it examines whether the origioarrelation matrix is an identity matrix
without significant correlations between the valéal{Tabachnick and Findell, 2007). For each
group the chi square result rejects this hypothasi confirms that the data is suitable for

factor analysis.
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Table 6.29:  Kaiser-Meyer Olin (KMO) and Bartlett's Test of Sphericity.

Test Results by Strategic Outcome
Variable Group Activities = Antecedents Posture Outcomes
KMO Measure 0.84 0.66 0.82 0.58

Acceptability of
Multicolinearity
Test v v v v

Bartlett Test

Chi Square 4431.36 1705.73 739.32 1743.16
Degrees of Freedom 666 465.00 45 190
Significance Level p<.001 p<.001 p<.001 p<.001

6.3.4 Exploratory Factor Analysis (EFA) Results.
As the diagnostic tests confirm the suitabilitytbé data for factor analysis the process was

executed and the results were examined to asseshksttriminant validity of the variables. As
stated earlier due to the complexity of the progofmmework, the items are grouped
according to their expected position. There arerdugs discussed: Subsidiary Manager

Strategic Activities, Antecedent Variables, PostQrgcomes and Strategic Outcomes.

6.3.4.1 EFA Results — Subsidiary Manager Strategictivity Variables
An examination of the rotated component matrixtfog strategic activity variables displayed

in table 6.30 indicates that 8 factors with eigatues greater than 1 were identified from the
data, explaining 69.4% of the total variance. Tikian acceptable level of explained variance
for, as outlined by Hair et al (Hair et al., 1998.878), ‘it is not uncommon for the analyst to
consider a solution that accounts for 60% of thal teariance (and in some instances even
less) as a satisfactory solution’. As factor analys an exploratory tool, the number of factors
to extract is dependent on the level consideredogp@ate by the researcher following

examination of the scree plot (Cattell, 1966). Whtie accuracy of the scree test depends on
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sample size, high communality values and strondif@s on each factor (Gorush, 1983), even
under sub-optimal conditions it should plot accelyatvithin one or two factors. While subject

to interpretation the ‘elbow’ appears to be at8hdactor.

Generally, only variables with a loading of morearth0.4 are meaningful (Pedhazur and
Schmelkin, 1991) and ‘practically significant’ (Haet al., 1998). Comrey and Lee (1992)
(1992) advise that loadings in excess of 0.55 adgin excess of 0.63 very good, and of
higher than 0.71 excellent. Most of the loadindgkifao the category of ‘very good’ or above.

While the choice of cutoff depends on researchefepence, in this study only those items
with loadings of 0.5 or more are included in furtbealysis as they explain at least half of the
variance. For ease of presentation, the tables sitdy the factor score coefficients in excess

of 0.3.

Factor analysis ‘blindly’ extracts co-variance be basis of a statistical rather than a logical or
theoretical relationship (Podsakoff and Organ, 19@guiring the researcher to ‘understand
the underlying dimensions that unifies the grouparables loading’ (Tabachnick and Findell,
2007 p.p. 624) onto the factor. As it is a datauotidn technique it is expected that the original
number of variables measured will be greater than rtumber of underlying components
extracted from the data, as the variables forméceht subsets that are relatively independent

of one another’ (Tabachnick and Findell, 2007 pgR).

Similarly to Floyd and Wooldridge’s original studgpme of the items did not load on the
variables as expected. This happened in four cases.
1. Encouraging multidisciplinary problem solving teamgh the subsidiary loaded on

Synthesizing Informatiorather tharfFacilitating Adaptability.
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2. Gather information on the feasibility of new suligl programs loaded on
Championing Alternativesather tharSynthesizing Information.

3. Communicate implications of new information regaglithe subsidiary loaded on
Synthesizing Informatiorather tharfFacilitating Adaptability.

4. Communicate the activities of subsidiary competitosuppliers etc loaded on

Encouraging Business Tradimgther tharSynthesizing Information.

What emerged in case 2 & 3 matched exactly with twhed happened in Floyd and

Wooldridge’s (1992, , 1997) original study. Althduthese loadings were not consistent with
expectations on reflection they seemed theoreficgbpropriate and had precedence in the
original study. As a result the variables were lmdated according to the 8 factors loads. The

resulting Alphas are listed in the descriptiveistats section.

The amendments to the variables suggested by ¢ha fanalysis represents an unexpected but
valuable contribution Improved reliability of themanded measures was confirmed by
additional Cronbach Alpha testing. To ensure thatadjustments contributed to understanding
the relationships, the original correlation matwas then compared to a correlation matrix
based on the amended measures. As a more detategdeptive of the correlations was
facilitated by the adjusted items, it was decideditilize these items for examination of the
relationships and for subsequent regression asaasiFloyd and Wooldridge (1992, , 1997)
did in their original study. There were some mimposs loadings but these items were

included due to cronbach alpha considerations.
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Table 6.30:  Rotated Component Matrix Middle Manager Strategic Influence Activities

Rotated Component Matrix®

Component
1 2 3 4 5 6 7 8

Implementing Deliberate Strategy
Translate Head Office goals into action plans .886

Implement action plans designed to meet Head Office objectives .851

Translate Head Office goals into individual objectives .835
Monitor activities to support Head Office objectives .766

Sell Head Office initiatives to subsidiary employees .667
Facilitating Adaptability
Develop objectives and strategies for unofficial subsidiary projects .831
Provide a safe haven for experimental subsidiary programs .799
Locate and provide resources for trial subsidiary projects 737
Buy time for experimental subsidiary programs .736
Relax regulations to get new subsidiary projects started .658
Encourage informal discussion and information sharing within the subsidiary .365 .406 .309

Championing Alternatives
Search for new opportunities for the subsidiary 774

Justify and define new subsidiary programs .755

Evaluate the merits of new proposals at the subsidiary level 722 .313
Propose subsidiary programmes or projects to managers in Head Office 719
Gather information on the feasibility of new programs .590 .315 .438
Justify programmes that have already been established 524 434

Communicate the implications of new information regarding the subsidiary .305 467 .318 .352

Synthesizing Information
Assess changes in the subsidiary's internal environment (Within the MNC) .809
Assess changes in the subsidiary's external environment (Outside the MNC) .780 .342

Encourage multidisciplinary problem solving teams within the subsidiary .568
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Rotated Component Matrix?

Component
1 2 3 4 5 6 7 8

Inter-Unit Coordinating
Participate in temporary meetings with managers from other international | .895

locations

Participate in temporary task forces to facilitate international collaboration 877
Engage in informal personal contact between other subsidiary managers .875
Participate in inter unit committees to engage in joint decision making .867
Seek advice from other subsidiary managers 731

Deepening Networks

Align with partners who have access to important resources .844
Building linkages with subsidiaries with complementary resources 747
Track record of enlisting the support of key people within the MNC .383 484

Expanding Links

Meet with government agencies to discuss new subsidiary projects .873

Invite government agencies to meet management from Head Office .867

Identify potential alliances with local Universities / Institutes of Technology .663

Encouraging Business

Encourage new subsidiary projects in conjunction with local suppliers .726

Encourage new subsidiary projects in conjunction with local customers .332 .662
Communicate the activities of the subsidiary's competitors, suppliers, etc .553

Extraction Method: Principal Component Analysis.

Rotation Method: Varimax with Kaiser Normalization.
a. Rotation converged in 7 iterations.
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6.3.4.2 EFA Results — Antecedent Variables
Autonomy

Table 6.31: Rotated Component Matrix Autonomy

Component

1 2
Introduction of New Products .855
Changes in Product Design .855
Changes in Product Price 731
Changing to a New Manufacturing Process .591
Entering Foreign Markets .563
Selection of Suppliers 491
Changes in Subsidiary Organisational Structure .792
Undertaking Significant Capital Expenditure 747
Borrowing Short Term from Local Bankers .603
Building Relationships with Sister Subsidiaries .575

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.

Similarly to previous studies (Birkinshaw and Ho@898, Watson O'Donnell, 2000, Scott et
al., 2010) the autonomy variable employed a ranfjgmeasures capturing subsidiary
activities. The factor analysis suggests that tlaee two aspects to subsidiary autonomy
which are distinct and relatively independent ofleather, product related autonomy and
strategic autonomy. For example, subsidiary autgnémn product design may be totally

separate to autonomy for capital expenditure orsigiidry discretion to change the

organisational structure. It was decided that theakdown of the items into these two
components should be adopted as it is theoretiodl lagically valid, better reflects the

complexity of subsidiary operations and may adtht&ounderstanding of the contextual and
posture relationships. As a result, Hypothesis i$-Xestated to reflect the two separate

constructs comprising subsidiary autonomy:

Hypothesis la: Subsidiary strategic autonomy isitpety related to subsidiary manager

strategic activities..

Hypothesis 1b: Subsidiary product autonomy is pasit related to subsidiary manager

strategic activities.
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Strategy Formation Mode

Table 6.32: Rotated Component Matrix Strategy Formation Mode

Component

1 2
Subsidiary strategy carefully planned with Head Office .890
Strategic plans are developed by Head Office .823
Competitive strategy results from formal business plan 775
Subsidiary strategy is not planned in advance but emerges .866
Business strategy is a result of trial and error actions .788
Competitive strategy results from informal communication .663

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.

The measure for strategy formation mode is basea szale employed by Slevin and Covin
(Slevin and Covin, 1997). The six item scale hasdhtems relating to a formal strategy
formation mode and three items relating to an esmrgtrategy formation mode. The total of
the six items results in a total score for stratiggnation. On reviewing the factor analysis it
became apparent that the six items did not loadnasfactor. Instead the three items for
formal strategy mode and the three items for enmerg&rategic approach loaded on two
discrete factors. This was an expected resultesotial scale is made up of items measuring
subsidiary emergent strategy and formal headquasategy. Therefore the single items
were split into two items; emergent strategy moxe fmrmal strategy mode. This approach
was deemed to be theoretically and logically valaged on the approach taken in previous
studies (Slevin and Covin, 1997, Covin and Sleti®89). As a result, Hypothesis 2-1 is

restated to reflect the two separate constructgpdsing strategy formation mode:

Hypothesis 2a: An emergent strategy mode is pesitassociated with MNC middle

manager strategic activities.

Hypothesis 2b: A formal strategy mode is negatiesiyociated with MNC middle manager

activities roles.
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Capabilities
Table 6.33: Rotated Component Matrix Capabilities

Component

1 2
Logistics .818
Finance .814
HRM .652
Product or Process R&D .811
Innovation & Entrepreneurship .810
Marketing 577

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.

In relation to the capability measure the initiahming of the factor analysis produced some
problems. Two of the items did not fit on any factbherefore the decision was made to drop
two of the items; IT and Manufacturing. The resgtianalysis resulted in a split between
strategic and supportive capabilities. This appnoa@s consistent with previous studies
(Harzing and Noorderhaven, 2006). As a result, Hypsis 3-1 is restated to reflect the two
separate constructs comprising strategy formatiodan

Hypothesis 3a: Strategic activities are positivedgociated with MNC middle manager

strategic activities.

Hypothesis 3b: Supportive capabilities are poskyivessociated with MNC middle manager

strategic activities.

Individual Competence

Table 6.34: Rotated Component Matrix Individual Competence

Component

1 2
Products and services which provide benefit for subsidiary customers .814
Identifying business opportunities .767
Meet unmet market needs .556
Realise business opportunities .524
Supervise influence and lead 774
Delegate 747
Find money and people to start new programs 717
Find resources 415 .555
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The items of individual competence fell out intootfactors as expected. This reflected the
distinction between managerial and entrepreneaaaipetence. One item did cross load but

it was decided it should remain to maintain crombalphas.

6.3.4.3 EFA Results —Outcome Variables

Table 6.35: Rotated Component Matrix Outcomes

Component

2

3

Strategic Implementation

Implementation was considered a success in the subsidiary
Personally | think the implementation was a success
Implementation was considered a success as Head Office
The most recent strategy was effectively implemented
Strategic Learning

Good at changing business strategy midstream

Regularly modifies its choice of business practices / competitive tactics

Good at recognising alternative approaches to achieving objectives
Good at learning from its strategic / competitive mistakes

Strategy Creativity

Most recent strategy broke some rules of the game

Most recent strategy was very different

Most recent strategy was risky

Most recent strategy was innovative

Initiative

New international business activities that were first started in Ireland
New products developed in Ireland and sold internationally
Successful bids were made for new corporate investments in Ireland
Proposals were made to transfer new activities to Ireland

.879
.874

.863
.811

.865
.864

.807
757

.832
779
751
671

.802
792
.780
.644

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.

The four strategic outcome variables loaded cleanlfour factors. In each case items were

removed to improve the overall factor analysis.
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Strategic Learning

The strategic learning item comprises one componéwb of the original items were
removed due to the fact that these items did red mn any factor. Both of the items related
to strategic approaches that hadn’'t worked in st dt was deemed that both of these items
should be removed.

Items removedSubsidiary is good at recognising alternative agmioes

Good at identifying strategies that haven’t watke

Initiative

The strategic initiatives item comprises one congmdnTwo of the original items were
removed due to the fact that these items did red kin any factor. Both of the items related

to initiatives in establishing new relationshipgside of the subsidiary.

Item removedNew relationships with sister subsidiaries

New relationships outside the MNC

Strategic Creativity

The strategic creativity learning item compriseg @omponent. Two of the original items
were removed as they did not load on a single facto

ltems removedStrategy experimentation is highly valued
Old beliefs are regularly discarded

Strategy Implementation
One of the items in strategy implementation wag@atively scored item. This item did not

load on the factor and was removed.

Item removedStrategy implementation was disappointing
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Strategic Posture

Table 6.36: Rotated Component Matrix Strategic Posture

Component

1 2 3
Taking Business from Competition .832
Competitive Clashes .735
Subsidiary Responses to Competitors Actions 725
First to Introduce New Products, Services, Admin .710
Techniques etc
Risky Projects .795
Exploring External Environment .361 722
R&D, Technological Leadership and Innovations 717
Posture 433 .679
Changes in subsidiary product or service lines .851
New Lines of Products and Services in last 3 .846
years

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.

Further investigation of the factors indicates thia@ components broadly followed the

traditional three items constituting entreprendunigentation in the literature, namely risk

orientation, innovativeness and pro-activity. Ag flactor analysis findings are consistent

with previous studies, it was decided that the eegf subsidiary entrepreneurial orientation

should also be consistent with prior work, and &gresented as an additive function of the

three dimensions; innovation, pro-activeness askltaking (Covin and Slevin, 1989, Miles

and Arnold, 1991, Anderson et al., 2009).

Performance

Table 6.37:  Rotated Component Matrix Performance

Component

1 2
Subsidiary net profits are strong relative to expectations 913
Average profitability is high compared to its sister subsidiaries .853
Market Share has grown relative to major competitors 671
Subsidiary has a better record of customer development that it's sister subsidiaires .831
Subsidiary quality levels are high compared with sister subsidiaries .704
Subsidiary has a better record of technology development than it's sister subsidiaires .668

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.
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The performance measures emerged as two sepactiesfaHaving reviewed the items this
was explained as three of the items related tanGilgh performance and four of the items
related to operational performance. It was decitiatl the breakdown of the items into these
two components should be adopted as it is theatedied logically valid. One of the items
was in relation to productivity was dropped, Thés®e distinct factors better reflect the
complexity of subsidiary operations and may adtheounderstanding of the contextual and
posture relationships. As a result, Hypothesis dQeistated to reflect the two separate

constructs comprising subsidiary autonomy.

Hypothesis 9-a: Subsidiary manager strategic atigigi are positively related to financial

performance.
Hypothesis 9-b: Subsidiary manager strategic atiéisiare positively related to operational

performance.

In light of the factor analysis a revised modebuslined below.
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6.3.5 Revised Model

ANTECEDENTS

STRATEGIC
AUTONOMY

PRODUCT
AUTONOMY

EMERGENT
STRATEGY

FORMAL
STRATEGY

STRATEGIC H.3/
CAPABILITIES
FUNCTIONAL
CAPABILITIES

4A
MANAGERIAL
COMPTENCE A.4B

ENTREPRENEUR
COMPETENC

\

Subsidiary General Manager Strategic
Influence Activity

DOWNWARD UPWARD HORIZONTAL HORIZONTAL

INTERNAL EXTERNAL

Implementing Encouraging
Deliberate Business

Championing Inter-Unit
Strategy < Trading

Links

Controls:

Tenure in Position

Subsidiary Size

Subsidiary Age

Subsidiary Sector

Management Control

Internal Environment Constraints
External Environment Constraints

OUTCOMES

STRATEGIC
LEARNING

STRATEGIC
H.5 INITIATIVE
H.6
STRATEGIC
H. CREATIVITY
-2 STRATEGIC
IMPLEMENTATIOI]
H.9
H.10A STRATEGIC
POSTURE
H.10B

FINANCIAL
PERFORMANCE

OPERATIONAL
PERFORMANCE

Figure 9: Revised Research Model
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6.3.6 Summary
This chapter outlines the research design and thimodology used to test the proposed

conceptual model and supporting hypotheses. Itribesc the rationale for choosing a
guestionnaire as the primary data collection towl the need for triangulating findings with
an alternative method. It describes the theoretra practical considerations in choosing
construct measures, and the origins of the measureitems. The drafting and testing of the
guestionnaire, and the administration process wawlin the survey are outlined. The
characteristics of the respondents are described tl@ range of diagnostic techniques
undertaken to confirm the quality and externaldigliof the sample are detailed. In addition,
the sources of the interview data and the intendata analysis process are discussed.
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6.4  Correlation Matrix

6.4.1 Introduction
The correlation matrix derived from the empiricahtal is analysed to determine the

theoretical and practical relevance of the new lygy of MNC middle manager activities.
Specifically the simple bi-variate relationshipsisting between the middle manager
activities, the antecedents and the outcomes dlieadl The more complex relationships are

then evaluated and compared to the original hypithesing multiple regression analysis.

Correlation Matrix

The correlations among all of the variables in sthedy are provided in table 6.38 . The
correlation coefficients were initially reviewedrfadications of multi-collinearity effects,
but as few of the correlations reach above 0.50ldhel of inter-correlations is acceptable
(Papadakis et al., 1998). The significant relatnps between the MNC middle manager
roles and the antecedents, and outcomes, are skstts establish the appropriateness of the

new model prior to more rigorous multiple regreasamalysis.
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6.4.2

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
1 Implementing Deliberate Strategy
2 Facilitating Adaptability 072
3 Championing Alternatives 3767 536"
4 Synthesizing Information -163 488" 578"
5 Inter-Unit Coordinating 251" 205" 4117 174
6 Deepening Networks 215 376" 4727 3727 464"
7 Encouraging Business .059 453" 539" ATT” 296" 3777
8 Expanding Links 221 466" 4717 .308" 136 203" 426"
9 Strategic Autonomy -.150 114 075 163 .045 -.146 285" 115
10 Product Autonomy -.207 143 218 211 -.012 144 221 .095 3417
11 Emergent Strategy Mode -.237 077 -072 -.086 -.008 -.085 -.098 -.163 175 204"
12 Formal Strategy Mode 5117 -.099 .033 -.064 181 -.039 -.106 -.038 -.099 -.3577 -.163
13 Strategic Capabilities .022 449 377 251 221 220 462" 297" 173 .338" -.161 -.027
14 Functional Capabiliies .100 .200° .109 119 -.031 018 116 214 113 -.059 -119 -.063 282"
15 Entrepreneurial Competence .061 3427 4507 356" .107 423" 3797 407" .158 1190 -179° .007 362" 192"
16 Managerial Competence 2537 4017 4227 4327 .029 3957 .3207 316" .081 014 -.064 .057 .169 182" 5517
17 Total Strategic Learning .169 326" 482" 346" .3207 3417 419" 292" 123 .003 -.126 .033 272" .105 .366"
18 Initiative -.015 511 3327 187 110 141 3747 636" 290" .303" -.018 -118 4477 268" 370"
19 Strategy Creativity .042 488" 416" 4277 207 2577 .300” 319" 1947 117 .097 -.105 256" .208 4147
2 Strategy Implementation 2447 .360" 510" 4017 3217 418" 2947 313" 014 .045 -.169 125 .328" 1150 413"
27 Entrepreneurial Orientation 107 269" 360" 290" 147 2577 4017 382" -.005 024 -174 .088 .303" 138 4047
2 Financial Performance .088 .3907 3797 2407 172 .145 287" .390" 3157 281" .094 -.015 422" 153 218
23 Operational Performance .058 3417 328" .205 264" 236" 229 3677 218 .140 -.201 -112 4127 224 3127
2 Tenure Log -.037 051 .005 -.023 -.061 039 -017 033 77 .056 -011 044 139 .103 1130
25 Subsidiary Age Log -125 -.040 .050 -.083 -.020 -.025 -.079 .087 084 .007 -.024 -.007 019 .100 201
26 Subsidiary Size Log -.059 3417 275" 3757 -.060 .046 217" 503" 178" 113 -.069 -.164 222" 183" 257"
27 Industry Sector (Subsidiary) .024 .049 -.074 -.056 -.007 .097 013 128 014 -.166 .036 -.099 -077 .085 -.019
28 Management Control .319 -.028 .108 -.024 3627 .002 -135 .037 -.013 -3137 -179° 538" .059 .120 167
29 MNC Constraints .056 -.198 -.185 -.020 -.147 -.095 -.146 -.069 -074 -171 246" .043 -.348" -.147 -214
30 External Constraints 1947 -.167 -.051 042 -.128 -127 -191 -116 -144 -.246" .155 171 -3317 -.083 -.166
31 Marker Variable 1159 .019 2327 138 162 .009 205 015 170 -.160 -.062 185 142 072 136

Table 6.38:  Correlation Matrix

Correlation Matrix
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31

Implementing Deliberate Strategy

Facilitating Adaptability

Championing Alternatives

Synthesizing Information

Inter-Unit Coordinating

Deepening Networks

Encouraging Business

Expanding Links

Strategic Autonomy

Product Autonomy

Emergent Strategy Mode

Formal Strategy Mode

Strategic Capabilities

Functional Capabilities

Entrepreneurial Competence

Managerial Competence

Total Strategic Learning 343"

Initiative 252" 230

Strategy Creativity 362" 203" 315"

Strategy Implementation 369" 433" 397" 473"

Entrepreneurial Orientation 306" 368" 416" 357" 374"

Financial Performance 348" 173 440" 276" 268" 3117

Operational Performance 2207 3297 4707 1847 2947 179 3217

Tenure Log .109 -.160 .018 -.180° -.079 -.072 .050 .107

Subsidiary Age Log 032 -.097 110 -.061 064 -114 -.018 160 228

Subsidiary Size Log 216’ 190" 360" 2397 .140 396" 226" .104 -.039 .088

Industry Sector (Subsidiary) -.064 -.059 -.005 -.017 -.102 .140 .042 .107 .020 -.149 .045

Management Control 117 .067 .066 112 .257 .080 -.001 .120 -.069 124 -.208 -.157

MNC Constraints -.045 -.107 -.157 -.039 -.193 -.213 -.152 -.184 -121 -121 -.130 .061 -.032

External Constraints .002 127 -.160 -.055 -.130 -115 -.164 -.219° -125 -.066 -.073 -.023 .048 682"
.091 2427 .070 .056 174 139 .148 .081 -.039 .084 -.128 -173 3377 033 .169

Marker Variable
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6.4.3 DOWNWARD INFLUENCE ACTIVITY

6.4.3.1 Implementing Deliberate Strategy
The basis of this strategic activity is on middlamagers breaking down the formal plans of

corporate headquarters and implementing them witkeir unit. Of the antecedent variables
only formal strategy mode was significantly cortethwith implementing deliberate strategy.
This was an expected finding and confirms that ihian integrative strategic activity which

middle managers carry out as part of the formakatyy function.

In relation to the outcome variables implementimfjlmbrate strategy was only significantly
correlated with one variable, strategic implemeaitat This correlation between
implementation at the middle management level aumukidiary strategy implementation
success is a very positive finding for middle mamagnt research. The finding also builds

confidence between the relationships in the model.

Of the control variables there is one significagitionship with management control. This
suggests that in organisations where headquarterstipe a high degree of control then

subsidiaries managers are heavily engaged in imgrléng headquarters strategy.

6.4.3.2 Facilitating Adaptability
Facilitating adaptability is based on subsidiarynager’s ability to increase the flexibility of

the subsidiary’s organisational context and fincdacgp and support for new subsidiary
projects. This role is significantly positively celated with all of the antecedent variables
except for one. The one variable it does not hanedagionship with is the subsidiary strategy

formation mode. This is a slightly surprising findias it would have been expected that an
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emergent subsidiary strategy process would be ipelsit correlated with managers

facilitating adaptability.

There is a significant positive relationship witloth capability types suggesting that
subsidiary managers must have the required capediln their unit to engage in facilitating
adaptability. Interestingly, one of the most sigraht relationships is with the subsidiaries
level of capabilities. Another interesting findirgthe positive relationship with both of the
individual competence variables. This suggests that competence of the individual
manager also has a major input in their readin@gngage in activities which diverge from
the norm and may result in new initiatives for theéosidiary. This finding establishes the

importance of including multiple levels of antecetieariables in the study.

There is a positive relationship with all of thetc@ames variables in the study confirming the
importance of facilitating adaptability as a cruicigle for middle managers. There are very
significant relationships with learning, creativityitiative and both performance variables.
There is also a significant relationship with stgat posture which suggests that a major
factor in a subsidiaries entrepreneurial orientai® the role of the subsidiary manager in
facilitating adaptability. Two of the standout finds are the strength of the relationships

with strategy creativity and particularly with sudiary initiatives.

Of the control variables it was subsidiary size shhwas the most significant relationship.

This suggests that subsidiary managers in lardesidiaries are more inclined to engage in

facilitating adaptability as a strategic activity.
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6.4.4 UPWARD INFLUENCE ACTIVITY

6.4.5.1 Championing Alternatives
This strategic activity is based on the actionsulfsidiary management in promoting the

activities of the subsidiary to management at o@i@o headquarters. This may require
managers to push for new resources or to sell titeesses of the subsidiary with the
objective of receiving an increased mandate. Ofafiiecedent variables product autonomy
and strategic capabilities were significant. Strify the most positive relationships were
with both of the individual level variables. Managé competence and entrepreneurial
competence were highly significant suggesting thtia proficiency of the manager

themselves has a major bearing on their abilitgrigage with higher level management and

champion the activities of the subsidiary.

This strategic role was significantly correlatedthwiall of the outcome variables. This
suggests that the readiness of subsidiary managegparsue top level management in the

cause of their subsidiary has a major impact orstiveess of the subsidiary within the MNC.

Of the control variables both internal MNC and em& environmental constraints were
significantly negatively correlated with champiogialternatives. This finding implies that
those subsidiary managers operating within weakestcaints have better opportunities in
championing alternatives. Once again subsidiary sias significantly positively correlated,

advocating that managers in charge of larger anésmore inclined to engage in this activity.
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6.4.5.2 Synthesizing Information
This role is established on subsidiary managerttviies in collecting information and

influencing strategy through the process of commatmg that information to higher level
management. How managers control the informaticaaniéls with corporate headquarters
will influence how the subsidiary is perceived ayher level. Similar to previous upward
influence activity, synthesizing information is @lsignificantly related to product autonomy
and strategic capabilities. This suggests coheremcthe overall model. Strikingly the
individual competencies are also highly significdhts the managerial competence which is
the most significant relationship, stronger tham ¢émtrepreneurial competence. This is to be
expected as synthesizing information is an intégraimanagement role and requires

managers to be highly involved in the day to daymg of their organisations.

Synthesizing information is positively correlateditrw all of the outcome variables.
Interestingly the most significant relationshipwgh strategy creativity. This suggests that
managers who are very involved with the day to daying of the organisation and in
communicating those activities to higher level ngerahave a major bearing on the ability of

subsidiaries to be inventive in strategy developmen

Of the control variables it is only subsidiary sizkich emerges as a significant relationship.

6.4.5 HORIZONTAL INFLUENCE ACTIVITY

6.4.5.1 Internal Coordinating
This role is based on the activities of subsidiargnagers in building cooperation between

subsidiaries within their MNC. Subsidiary managdge part in joint activities and through

this process greater cohesion is built within thgaaisation. Of the antecedent variables it is
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the strategy formation mode which emerges as thst significant relationship. Inter-unit
coordinating is significantly negatively correlateith an emergent subsidiary strategy mode.
This implies that managers who engage in this bated coordination do so in organisations
where strategy is driven by a formal headquarteosgss. Of the other antecedent variables
neither autonomy nor individual competence are isggmt. Only capabilities are mildly

significant.

Inter-unit coordinating also has a positive relasioip with some of the outcome variables;
learning, creativity, implementation and performanalthough there is no relationship of
significance with initiative. These findings sugg#sat this role is an integrative role and is
most prevalent in subsidiaries which are highlytoaied by their parent. This is backed up

by the most significant relationship which is witle control variable, management control.

6.4.5.2 Deepening Internal Networks
The basis of this strategic activity is the actiohsubsidiary managers in building horizontal

networks within the MNC beyond those connectiondcivhare part of the organisation
structure of the firm. Managers also engage in nmfi@@mal processes which build internal
networks and can result in subsidiaries accessingoitant information or becoming

embedded in important internal networks.

When looking at the correlations with the antecédaniables the stand out finding is that it
is the individual competence levels of the manag@ch emerge as being most significant.
Both managerial and entrepreneurial competence hasignificantly positive relationship

with managers who engage in activities relatingDieepening Networks. Of the other
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antecedent variables it is only strategic capadslitwhich has a relationship of any
significance with Deepening Networks. This suggés#s it is managers who have a certain
level of strategic power who engage in this morfermal horizontal strategy activity are
those managers who have the drive and the managém®mledge to carry out this role. As
expected both of the individual competence varmlalee significantly correlated with the
informal activity of deepening networks. Once adaiis validates the approach of including

multiple levels of antecedent variables.

Considering this strategic role is a more informale it is interesting to note that it is
positively related to all of the outcome variabkescept two. The only outcome variables
where there is no significant relationship areiative and financial performance. All of the
other outcome variables are significantly posiyveklated to managers engaging in

deepening networks.

Of the control variables only one, environmentahstoaints had a significant relationship
with this role. As the relationship was a negatweerelation it suggests that in organisations
where managers are constrained by their strategitext they find it difficult to engage in

activities relating to deepening networks.

6.4.6 HORIZONTAL INFLUENCE ACTIVITY

6.4.6.1 External Business Trading
The foundation of this horizontal role is basedtbe activities of subsidiary managers in

driving the business potential of their unit in tketernal business environment. In many
ways this role is based on the core activity of nsesior managers, driving business success

in the external marketplace.
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When reviewing the antecedent variables it is edeng to note that both of the autonomy
variables and strategic capabilities are positivarelated with managers carrying out this
external role. This suggests that managers engagimxternal activity have the relevant
level of decision making power granted to them mhér level management. Interestingly
the individual competence of the manager is algoifitant, suggesting that managers need a
certain level of ability to engage with the extdrbasiness environment. This confirms that
for managers to position their unit for succesgh@ marketplace they need the required

autonomy, capabilities and also the managerialesmicpreneurial competence.

In studying the relationship with the outcome \Vialéa it is apparent that this horizontal

external role has a significantly positive relasbip with all of the outcomes variables. The
most significant relationship is with strategic ri@ag. This is an interesting finding as it

suggests that the process of subsidiaries acqustimategic knowledge and incorporating this
knowledge into the subsidiaries activities is aeked by managers who drive the external
business activities. This confirms much of theréitare on external embeddedness which
contends that knowledge acquired in the externair@mment can lead to competence

development within the subsidiary (Andersson et24l02).

Of the control variables, subsidiary size has atpesrelationship suggesting that managers
engaging with the external environment do so imdarorganisations. Also, interestingly
internal and external environmental constraints amahagement control are negatively
correlated with this role. These relationships witlte control variables highlight that
managers need the scale and the freedom to engagessfully with the external business

environment.
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6.4.6.2 Expanding External Links
This role is founded on those managers, who urkkertectivities beyond their external

business context, to engage the support of keyredtactors with the potential to assist in
the future of their unit. This could include goverent agencies, key trade organisations or
educational institutions that may have resourceasetworking opportunities which could be

beneficial for the subsidiary unit.

Of the antecedent variables the most significafdtiomships to emerge are with both of
capabilities, and both of the individual competerneeiables. This suggests that managers
engaging in the process do so in subsidiaries whigh levels of capabilities. They are also
managers who have the required managerial skillstévact with these crucial actors in the

external environment.

The relationship between this role and the outcear@ables are very interesting. There is a
positive relationship with all of the outcome vées suggesting that this horizontal
management activity has a major bearing on theesgcof the subsidiary. However there is
one standout result. This strategic role has alliggnificant relationship with subsidiaries
producing strategic initiatives. This suggests timainagers who are successful in enlisting
the support of key people in the external environini@ve the greatest success in developing

subsidiary initiatives. This is a major finding fibris study.

Of the control variables there is only one, sulasyisize, which has a significant

relationship. This is an important finding as iggasts that managers who engage in enlisting

the support of key people in the external enviromina® so with the backing of scale.
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6.4.7 Testing for Multicolinearity
As simple correlations represent one to one relalipps between variables, reliability is

increased by using multiple regressions to tesiritial findings. This is the process which
was undertaken in this study. Having followed thiecedure the regression equations were
then reviewed to eliminate any concerns regardingfi+oollinearity. None of the equations
exhibit a substantial Rcombined with statistically insignificant co-effegits which can
indicate multi-collinearity problems (Papadakisakt 1998). Stability tests of the regression
coefficients were also undertaken by including ¢leding independent variables. This did
not reveal an extraordinary range in regressioeftioient. In addition, the direction of the
co-efficients is largely as theoretically anticpétand reflects the underlying bi-variety

correlations.

6.4.8 Conclusion
The findings from the correlation analysis confitime appropriateness of the model

developed in this study. There are significanttreteships which emerge between the three
stages of the model; The New Typology of Middle gement Activity, Antecedents and
Outcomes. Having established the suitability ofrtialel in the correlation analysis the more
complex relationships are evaluated and comparedet@riginal hypothesis using multiple

regression analysis

6.5 Regression Analysis
The following section is an evaluation of the réswlf the regression analysis. Each stage of

the hypothesised model is presented. Firstly thpothesised relationships between each of
the middle manager strategic influence activitied the antecedent variables are discussed.

Secondly the results of the hypothesised relatipsshetween middle manager strategic
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influence activities and the outcomes variables eatamined. The results of each of the
multiple regressions are provided in a series bletarelating to the individual hypotheses.
The qualitative element of the research is alsoessmted by tables including the main

themes which emerged from the interview process.
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6.5.1 Antecedents
DOWNWARD

6.5.1.1 Implementing Deliberate Strategy
As indicated in Table 6.39, the’alue confirms that 40% of the variancelimplementing

Deliberate Strategyis explained by the antecedent and control vaegmblhis is a very
positive result. Of the eight hypotheses thereigpsrt for three of the eight outlined.

Table 6. 39: Implementing Deliberate Strategy: Regression Analys

Control Variables Beta Sig.

Tenure in Position -.032 .680

Subsidiary Age -0.148+ .056

Subsidiary Size -.016 .844

Industry Sector .088 .255

Management Control .067 491

Internal Constraints -.030 .776

External Constraints .140 .181
Antecedent Variables Beta Sig. Hypotheses
Strategic Autonomy -.106 .198 1a
Product Autonomy .097 .318 1b
Emergent Strategy Mode -0.164* .044 2a
Formal Strategy Mode 0.449*** .000 2b
Strategic Capabilities -.014 .876 3a
Functional Capabilities .092 .262 3b
Entrepreneurial Competence -.064 .493 4b
Managerial Competence 0.244%** .007 ab
F Ratio 5.158

R2 (adj R2) .406 .328

+p<0.10, * p<0.05, **p<0.01, *** p<0.001

Regression co-efficient are standardised. S.E Beta in parentheses

Traditionally the most important strategic role famiddle managers is implementing
deliberate strategy (Nutt, 1987, Schendel and Hdféi79). This view would have been
consistent with an organisational structure whieesmhain role of the middle manager was in

making sure that strategy was effectively impleradritb match the expectations of top level
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management. Many executives argue that brilliaetetion is more important than brilliant

strategy and middle managers are vital to thisgee¢Olson et al 2005).

However, a major finding in this study was that atit middle managers are engaged in
implementing strategy from above. In fact, it eneerghat the middle managers who focused
their activities on implementing deliberate strgtggedominantly did so in organisations

which embraced a very formalised headquarters a@gproach to strategy. The opposite of
this was also the case. In subsidiaries where tlvagea more subsidiary driven approach to
strategy, middle managers were not focusing onemphting deliberate strategy. This has
major implications for the perspective on how sggtis implemented by middle managers

in large organisations.

Confirming this relationship between control andplementation was the emergence of
management control as a significant factor in mtady middle managers engaging in
implementing deliberate strategy. What is surpgss that the level of autonomy did not
impact directly on managers engaging in implemegntieliberate strategy. It would have
been expected that low levels of autonomy wouldrddated to managers implementing

deliberate strategy but that relationship did moerge.

Implementing deliberate strategy as a function dbranalised MNC strategy development
process was a theme that also emerged from thetajival research. In one particular
subsidiary the general manager used the phrasge'gic execution’ to describe much of their
approach to strategy. They had a very formalisguiageh to strategy within the MNC and as
a subsidiary their main focus had to be on implemgrtheir role within that structure. This

view was not held by all of the companies intengewIn fact, a number of the other

167



companies had far greater control over the stratiegyelopment mode within the subsidiary.
Therefore although they did talk about the ovepddin from their parent they saw their

management role as far greater than merely impl&eatien.

The perspective of the middle manager as simplyngriementer is something that has
received much criticism and much of the recent teicddanagement research has shown that
the role of the middle manager can be much grea@ker findings of this research show that if
the strategy process is highly formalised betwesnlsidiary and its parent then a key role
for middle manager is implementing parent stratég¢pwever if the subsidiary has a greater
level of strategic choice (Birkinshaw and Hood, 8P%en the middle manager has less
focus on implementing deliberate strategy. Thigdiig does lead to a very important
guestion: how is strategy implementation managedaige organisations where middle

managers have control over the mode of strategy?

Table 6.40: Implementing Deliberate Strategy: Qualitative Thenes

Alpha Implementing our role is very important but theseilot more to it

than that. We have some freedom in how we carrpautole and we
are always looking beyond just implementing.

Beta It is very important that we meet our targets bowvhwe do it is up to
us.

Gamma We are very focused on implementing our role.

Delta | For me it's more than implementing. That is an int@ot part of what
we do but it goes beyond that.

Epsilon | we are quite autonomous in this subsidiary. We kawg few
meetings and it is quite an informal approach taagement.

Zeta We develop a lot of our own plans here so | wotlkhy that we just
implement. It is far more than that
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6.5.1.2 Facilitating Adaptability
As indicated in Table 6.41, the’ Ralue confirms that 38% of the varianceFRacilitating

Adaptability is explained by the antecedent and control vaegbl'his is a very positive

result. Of the eight hypotheses there is supporthi@e of the eight outlined.

Table 6.41:  Facilitating Adaptability: Regression Analysis

Control Variables Beta Sig.

Tenure in Position -.034 .675

Subsidiary Age -.108 171

Subsidiary Size 0.208* .015

Industry Sector .092 .243

Management Control .028 779

Internal Constraints -.088 411

External Constraints -.026 .805
Antecedent Variables Beta Sig. Hypotheses
Strategic Autonomy -.052 .535 1a
Product Autonomy -.084 400 1b
Emergent Strategy Mode 0.192%* .022 2a
Formal Strategy Mode -.053 .576 2b
Strategic Capabilities 0.326** .001 3a
Functional Capabilities -.046 .582 3b
Entrepreneurial Competence .088 .360 4b
Managerial Competence 0.309** .001 4b
F Ratio 4.511

R2 (adj R2) .375 292

+p<0.10, * p<0.05, **p<0.01, *** p<0.001

Regression co-efficient are standardised. S.E Beta in parentheses

By facilitating adaptability middle managers hawe tability to make organisations more
flexible and drive new idea generation which leatds entrepreneurial behaviour.
Organisations rely on new ideas emanating fromiwitheir internal management structures.
The middle manager entrepreneur has been focused @nsignificant driver of corporate
entrepreneurship (Fulop, 1991). Research has pilgell that a supportive organisational

context is key to this management activity takitgcp (Burgelman, 1983b, Hornsby et al.,
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2002). Middle managers who facilitate adaptabiligve a crucial role in developing more
adaptive approaches to strategy in organisatioloeydFand Wooldridge, 1992, Aherne et al.,

2014).

Previous studies prioritised organisational facgush as the middle managers position in the
organisation as a crucial driver of this downwardethent role (Floyd and Wooldridge,
1992, Floyd and Wooldridge, 1997). A supportiveamigational structure would also have
been viewed as the key factor enabling managenwerfbdus their attention on more
divergent management activities (Covin and Sle¥B91). The findings confirm that at the
organisational level it is an emergent strategy enadd strategic capabilities which are the
most important factors for managers engaging irp@ada behaviour. Significantly at the

individual level the managerial competence of ttemager is also a crucial factor.

This was one of the major themes coming from thalitplive research. The subsidiary
managers all identified that facilitating adaptapilwas a major part of their strategic
activities. However they all had very different g@mal approaches to making this happen.
Their activities were not driven by the structuffetite organisation. In fact, in many cases

they engaged in this activity in spite of the orgation.

A particular example of facilitating divergent thking was the expressed intention by a
number of the managers to develop a “can do” celtlirwas the belief of the managers that
in order to be successful the subsidiary has toysayto every business opportunity that is
sent their way. This included taking on businesshech sister subsidiaries may have said no

due to the difficult nature of the work.
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A number of the managers recalled different oceeswhere they had allowed different units
within their control the space to work on new potgeuntil they could get to such a point that
they could then sell them to top level managemlentwo different subsidiaries particularly,
managers outlined how they held regular meetingeravtthe focus was on what the
subsidiary was doing, and how could they do somgtliifferent that would add to these
activities. Crucially, the managers said that thesetings were held outside the day to day
running of the subsidiary and were divergent ingbese that the actions agreed were driven
by the subsidiary agenda and not that of the catpoparent. The impression that this
management role was a function of the drive anbitybf the subsidiary manager rather than

the organisational context was confirmed in the ieicg) findings.

Although developments in technology have reducedrformation asymmetry problems in
MNCs there is still much that goes on in subsidsihat top management cannot be aware
of. This gives managers the opportunity to engageactivities which may ease the
development of new ideas in their subsidiary. Tikia key area of contribution for middle
managers operating in large organisations. Althairgly may not have the ability to make
decisions relating to competitive positioning. Tty have the ability to ease or change the
elements of the business context which may bargfitbtusiness. Through this process they
can have a major impact on strategic outcomes,what are the factors that impact on
managers carrying out these activities? The abiblitysubsidiary managers to disrupt
important sources of organisational rigidities witkheir unit has been outlined as a crucial

force of new strategic trajectories for subsidsuiBouquet and Birkinshaw, 2008b)
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Table 6.42:  Facilitating Adaptability: Qualitative Themes

Alpha | Being able to adapt to changes before we are iogtdito do so is one of
the reasons we have survived.

Beta In this Irish subsidiary management have a loreéflom in how they
manage their teams. We build that into the managéayproach.

Gamma| \We are constantly adapting. Some changes are auirafontrol but what
IS in our control is very important.

Delta | Management in this organisation have shown a regledite to build on
what we have.

Epsilon | Our reputation is built on our ability to changeigkly and deal with
problems.

Zeta We have relative freedom in how we deal with theds within our own

market so we have been very quick to change arad te@ow realities in
the marketplace.
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UPWARD

6.5.1.3 Championing Alternatives
As indicated in Table 6.43, the’ Ralue confirms that 36% of the varianceGhampioning

Alternativesis explained by the antecedent and control vaggbThis is a very positive

result. Of the eight hypotheses there is supporthi@e of the eight outlined.

Table 6.43: Championing Alternatives: Regression Analysis

Control Variables Beta Sig.

Tenure in Position -.066 419

Subsidiary Age -.060 452

Subsidiary Size 0.165+ .054

Industry Sector .019 .809

Management Control .120 .232

Internal Constraints -.161 137

External Constraints .163 133

Antecedent Variables Beta Sig. Hypotheses
Strategic Autonomy -.062 466 1a
Product Autonomy .150 .140 1b
Emergent Strategy Mode .013 .873 2a
Formal Strategy Mode .023 .808 2b
Strategic Capabilities 0.181+ .059 3a
Functional Capabilities -.084 .324 3b
Entrepreneurial Competence 0.204* .038 4b
Managerial Competence 0.259* .005 ab
F Ratio 4.284

R2 (adj R2) .363 278

+p<0.10, * p<0.05, **p<0.01, *** p<0.001

Regression co-efficient are standardised. S.E Beta in parentheses

It has been argued that getting the attention @it@anagement in large organisations is even
more important than knowledge as a key resourcagiad Hansen, 2001). Subsidiaries are
competing for headquarters’ attention to acquis®ueces, to augment their market mandate,

to increase bargaining power, or to try and avaitkrivention (Ambos and Birkinshaw,
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2010). The person responsible for managing theaoten with headquarters is the MNC
middle manager. New opportunities for the subsydraay be a product of their manager’s
ability to manage this process in a positive waylarge networked organisations there are a
wide variety of internal actors vying for the atien of the corporate management and the
ability of the middle manager to influence this gges will have major implications for the

subsidiary (Bouquet and Birkinshaw, 2008a, Bougunet Birkinshaw, 2008b).

What was evidenced in the empirical findings waat thnce again it was the individual
competence variables which were more important thanorganisational factors. Managers
need to exercise judgment in how they promote tinategic agenda to higher level
management (Dutton et al., 1997). An exciting fimgdfrom the research was that individual
managerial competence and entrepreneurial competerece vital in this process above
factors such as autonomy and subsidiary competérigs. echoes recent findings which
focus on more individual management knowledge asumial antecedent for managers

engaging in this crucial divergent role (Ahernalet2014).

These findings were also confirmed by the intervidata where the different management
approaches to this role were very evident. Manapexs different methods of engaging
corporate level management depending on their oemopmal style of management. One
chief executive outlined how he spent over six hemnf the year travelling to corporate
headquarters in the United States to build up palslationships. It was his view that he
had to be where the main decision makers were &ohi could understand the decision
making landscape. A number of the other manageds ehavery different approach for
themselves. They didn’t see a role for selling @ magenda for the subsidiary and instead let

the results of the subsidiary speak
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Middle managers selling alternative practices tghbr level management in large
organisations is a difficult process. They mustehdlre ability to build communication
channels, use their business judgment to gauge whdéme right time to engage in this
activity and they must also know what are the righties to try to champion because middle
managers will get limited opportunities to carryt thus process. It is therefore little surprise

that the individual level factors emerge as thetrsmgificant.

Table 6.44. Championing Alternatives: Qualitative Themes

Alpha | we have to be careful in how we do it, but we &nags pushing the
agenda of our subsidiary.

Beta | think it is crucial to be around the key decisimakers. As a result |
spend up to six months of the year in the UnitateStwhere the main
decisions are made about the organisation.

Gamma| We are so integrated in this organisation that | pant of the
discussions which affect the subsidiary but if ggébthe chance to push
the subsidiary’s agenda, and | believe it is thghtithing to do,
obviously | will push it.

Delta | \we've never done that really where we’ve, you kiwanded ourselves
and gone around different offices looking for bess It's purely been
sort of word of mouth. Take whatever opportuniyies could get. You
know if you get in front of somebody important tilea make sure you
let them know what you're at.

Epsilon

We are always selling our success. Always pusfiingt is the reality.

Zeta We try and let our performance speak for itselfwhen we are part of
company wide meetings we aren't shy about pushingwn agenda.
It's competitive, that is the reality.
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6.5.1.4 Synthesizing Information
As indicated in Table 6.45, the’ Ralue confirms that 36% of the varianceSgnthesizing

Information is explained by the antecedent and control vagbThis is a very positive

result. Of the hypotheses there is support foraihe eight outlined.

Table 6.45:  Synthesizing Information: Regression Analysis

Control Variables Beta Sig.

Tenure in Position -.087 291

Subsidiary Age -.092 .256

Subsidiary Size 0.230+ .008

Industry Sector .013 .870
Management Control -.001 .993

Internal Constraints -.003 .979

External Constraints 152 .165
Antecedent Variables Beta Sig. Hypotheses
Strategic Autonomy .081 .351 1a
Product Autonomy 0.175+ .089 1b
Emergent Strategy Mode -.096 .255 2a
Formal Strategy Mode .010 921 2b
Strategic Capabilities .099 .306 3a
Functional Capabilities -.004 .965 3b
Entrepreneurial Competence .076 436 4b
Managerial Competence 0.329* .001 ab
F Ratio 4.163

R2 (adj R2) .360 274

+p<0.10, * p<0.05, **p<0.01, *** p<0.001

Regression co-efficient are standardised. S.E Beta in parentheses

This role is an integrative role where middle masmagnt influence strategy through the
communication of information about the subsidianhigher level management. Subsidiaries
with strong relationships with the parent comparg/ raore likely to have a central position
in the intra-organisational network of the MNC aménaging this relationship is a crucial
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MNC middle management role (Ghoshal and Bartl€i@5)}. Through this role subsidiaries
also build their profile. They do this by commuring a strong track record of performance,
demonstrating a commitment to the MNCs objectivesms and values and through the
communication techniques they use to control theges they actually convey to corporate
management (Bouquet and Birkinshaw, 2008b). Ihisugh this upward influence activity

that they manage the communication process witddweaters.

A significant finding from the research was in tela to autonomy. After the factor analysis
the autonomy variable was separated into prodwtistmategic autonomy. Product autonomy
is made up of items relating directly to the mamaget decision making over products under
the subsidiaries control. Strategic autonomy relateore towards longer term financial
decisions. What the results showed was that masagbko have high levels of product
autonomy were engaged in synthesizing informatmmhieadquarters. Therefore, although
synthesizing information is an integrative actiyitpanagers need a level of autonomy in

relation to the subsidiary products to engage éniifiormation flow with headquarters.

Another significant finding was related to the wmdual competence. What these findings
validate was the separation between managerial e@mpe and entrepreneurial competence.
In this case entrepreneurial competence was najréfisant factor unlike the managerial
competence which was very significant. This condirthat managers influencing this
communication requires integrative management sétter than those management skills

more associated with risk taking and opportunigksey.

The juxtaposition between product autonomy and mam&nt competence is a very

interesting proposition. It means that managersthegize information for top level
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management when they have the flexibility to malexisglons about the market. In
communicating with top level management the manalgeompetence which they employ is
more significant than a more entrepreneurial apgroa@his finding is definitely confirmed in
the qualitative research. Managers were very keestréss that they did not see themselves
as entrepreneurs. Instead they suggested whilehtggertain decision making autonomy it
was very important that they exercised that autgnwithin the integrative structure of the
MNC. Within that structure they could then use thedgment to subtly push the successes

of the subsidiary.

These findings are a very important contributiorth® work on autonomy in MNCs (Ambos
et al., 2011, Ambos and Birkinshaw, 2010, Gammetha4a al., 2012). Recent research has
highlighted that the autonomy relationship betwa@eparent and subsidiaries is far more
complex than subsidiaries seeking autonomy and dusaiters attempting to control. The
findings here suggest that those managers who fmere market autonomy are far more
engaged in the communication process with headepsarThe idea that managers gain
autonomy while simultaneously seeing a major imseean the time they spend
communicating their actions to headquarters, is®y ¥hought provoking addition to the

debate on subsidiary autonomy.
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Table 6.46:  Synthesizing Information: Qualitative Themes

Alpha

How we manage the communication process is vergriant. Things are
very transparent these days. It is a very virtuatleh so management car
see how we are performing but it is important hasvtell our story.
Having employees who can perform in front of mansayg from
corporate headquarters is a crucial part of our sess.

Beta

There is constant communication of information.SEhmeetings are
sometimes very aggressive and you really have tmliep of what you
are doing. Corporate level management do have ofdsie information
already as it is so transparent but when they sdgking questions you
better have the answers.

Gamma

We sit inside the overall governance model so tieecenstant exchange
of information. It is up to us to manage that prexe

Delta

Our organisation is so large that it is very difflcto get face to face with
higher level management. So much of the informatimut our
subsidiary is readily available to higher level nagement so it is difficul
for us to influence it.

Epsilon

We are always using the communication process $b pur agenda. How

we manage this process is crucial.

Zeta

We have sometimes had an antagonistic relationshipour corporate
headquarters. We prefer to be left alone and facusur results but this
isn't always possible. Our headquarters want tovkmdhat we are up but
we are selective in what we tell them.

179



Horizontal Internal

6.5.1.5 Internal Coordinating
As indicated in Table 6.47, the?Ralue confirms that 22% of the variance litternal

Coordinatingis explained by the antecedent and control vaggbThis is a disappointing

result. Of the eight hypotheses there is supporoe of the eight outlined.

Table 6.47: Internal Coordinating: Regression Analysis

Control Variables Beta Sig.

Tenure in Position -.033 711

Subsidiary Age -.085 .339

Subsidiary Size .043 .648

Industry Sector .088 .320

Management Control 0.447*** .000

Internal Constraints -.094 432

External Constraints -.003 .983

Antecedent Variables Beta Sig. Hypotheses
Strategic Autonomy .023 .808 1a
Product Autonomy .025 .821 1b
Emergent Strategy Mode .068 463 2a
Formal Strategy Mode -.023 .830 2b
Strategic Capabilities 0.198+ .062 3a
Functional Capabilities -112 .238 3b
Entrepreneurial Competence -.079 462 4b
Managerial Competence .052 .607 4b
F Ratio 2.063

R2 (adj R2) 215 A11

+p<0.10, * p<0.05, **p<0.01, *** p<0.001

Regression co-efficient are standardised. S.E Beta in parentheses

The findings in relation to the horizontal internales were very interesting. The most
significant finding in relation to internal coorditing was that management control was the
most significant predictor. A great deal of recditerature has contended that building
internal links is a major foundation of subsidiatyategy but what emerges in this research is
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that the main driver for managers engaging in typ®e of activity is the control of top level

management.

This outcome may tie in with the global factor vie# the MNC where subsidiaries are
becoming links in world-wide value chains and camation is a crucial management activity
(Buckley, 2009a, Buckley, 2011). Interestingly tghumanagers engaging in this type of

integrative activity do so where top level managenset the agenda.

This finding is also confirmed in the qualitativesearch where managers described how
links with sister subsidiaries were predominantiytf the overall structure of the MNC and

the majority of contact with sister subsidiariessveaset agenda by corporate management.
They didn’t see it as their role to instigate cooation between sister subsidiaries. It happens

more as a structure of the company rather thamgjtr¢the subsidiary managers themselves.

Table 6.48: Internal Coordinating: Qualitative Themes

Alpha | Managers in this subsidiary are part of défe functions all over the
organisation. The sit here in Ireland but they ddag part of a team with
members from all over the world. This is part af 8tructure of out
organisation.

Beta Building alliances with other subsidiariea isrucial role within our company.
We are a stand alone unit but when we are workmdifferent projects with
other units we take the opportunity to build impottalliances.

Gamma| We are very in integrated with other subsidiar@smmnagers here would
constantly be taking part in meetings with manaders other units.

Delta As part of different projects that we havarked on we have built up a lot of
contacts. This has taken time but the more projegetare involved in across
the company the more contacts we have made.

Epsilon | We are constantly building links with other unBame of that has become
more formal as we are now managing some of thesubsidiaries in India.
This has improved our importance as we are the sim@sing them how to do
things.

Zeta We are very much a stand alone entity. We areialsompetition with other
subsidiaries so we don't really have the opporgunituild a lot of links.
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6.5.1.6 Deepening Internal Networks
As indicated in Table 6.49, the’Ralue confirms that 32% of the variance Deepening

Networksis explained by the antecedent and control vagblhis is a positive result. Of the

eight hypotheses there is support for two of tighteoutlined.

Table 6.49:  Deepening Internal Networks: Regression Analysis

Control Variables Beta Sig.

Tenure in Position .004 .961

Subsidiary Age -.112 177

Subsidiary Size -.052 .554

Industry Sector 122 137

Management Control .011 916

Internal Constraints .032 771

External Constraints -.083 459

Antecedent Variables Beta Sig. Hypotheses
Strategic Autonomy -0.252+ .005 1a
Product Autonomy 133 .205 1b
Emergent Strategy Mode -.005 .958 2a
Formal Strategy Mode -.035 725 2b
Strategic Capabilities .090 .359 3a
Functional Capabilities -.060 .496 3b
Entrepreneurial Competence .289* .005 4b
Managerial Competence 278%* .004 ab
F Ratio 3.557

R2 (adj R2) 321 231

+p<0.10, * p<0.05, **p<0.01, ***

p<0.001

Regression co-efficient are standardised. S.E Beta in parentheses

This activity is a far more informal practice th#me other horizontal internal activity of
internal coordinating. The difference between fdrarad informal internal activities within

the subsidiary network is an important distincti@oda and Zaheer, 2012). This activity is
based on managers going beyond the structural bhise MNC and building deeper links
with sister subsidiaries which may bring longemdyenefits to the subsidiary. This informal
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role requires the individual to drive it and thedings from this research confirm this. It is
both the managerial and entrepreneurial competehitee middle manager which are hugely

important in managers building deeper networksiwithe MNC.

A noteworthy finding in relation to autonomy wascokered. What emerged was that
managers who engage in developing deeper links thdlr MNC also have high levels of

strategic autonomy. Strategic autonomy relateshtisé decisions about the longer term
future of the subsidiary and not just in relatienthe product related activities. This is a
fascinating finding at it suggests that managers Wave the autonomy to carry out longer
term strategic decisions in relation to the sulasidiare also those managers who build

informal networks within the MNC.

Managers who don’t have the autonomy to make gfi@tiecisions about the subsidiary may
be less likely to spend time building deeper nekwdhrough informal contacts. This is a
slightly surprising finding and again contributesthe more nuanced debate of subsidiary
autonomy (Ambos et al., 2011). Subsidiary managérs have autonomy would have been
viewed as managers who operate more independeddlgt\yell and Mudambi, 2005). For
headquarters this has been viewed as one of thgedawf giving subsidiaries too much
autonomy as they may diverge too much for the dveteategy. Recently it has been
highlighted that subsidiaries are not always automas seeking as this may result in a more
isolated position in the MNC network (Ambos et aD10). These findings may suggest that
managers who have autonomy don’t want to be tdatesd in the MNC and feel it necessary
to build internal networks to access informatiod &nild important alliances. This is another

fascinating contribution to the debate on subsydiartonomy
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Table 6.50: Deepening Internal Networks: Qualitative Themes

Alpha

Managers from this subsidiary do have a lot ofdittkroughout the firm and
the information they gather is crucial. The procesdriven by us.

Beta

It is crucial that we managers build alliances amalv well they move in the

organisation in the States because that way yotognd out what's going
on and what's important. We actively encouragemanagers to build thesg
links.

Gamma]

The Irish operation is relatively small consideritinge size of the organisatig
but the alliances that we developed have increasedmportance.

Delta

We are very focused on building important alliand&® actively push our
employees to take opportunities throughout the wisgion. They may go tq
work somewhere else and then bring those funcbanok to Ireland but the
process is building links for us throughout the pamy.

Epsilon

All our work is done informally. We are so focusedbuilding links with
other subsidiaries that we get them to sell ourcegses for us. We cultivate
contacts and build our reputation and very ofteis ithe other subsidiaries
who are pushing us as a result.

1Y%}

Zeta

Although we are a stand alone unit we do have outacts in other parts of
the organisation. It is always important to knowawts going on and much

of the information we gather is through informahtacts.

n
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Horizontal External

6.5.1.7 External Business Operating
As indicated in Table 6.51, the?Ralue confirms that 41% of the variance External

Business Operatings explained by the antecedent and control vaegblhis is a very

positive result. Of the eight hypotheses thereigpsrt for three of the eight outlined.

Table 6.51:  External Business Operating: Regression Analysis

Control Variables Beta Sig.

Tenure in Position -.104 .184

Subsidiary Age -.106 .169

Subsidiary Size .027 .738

Industry Sector -.043 .571

Management Control -.262+ .008

Internal Constraints .086 411

External Constraints -.084 417
Antecedent Variables Beta Sig. Hypotheses
Strategic Autonomy .216* .010 1a
Product Autonomy -.098 .313 1b
Emergent Strategy Mode -.031 .697 2a
Formal Strategy Mode .003 .972 2b
Strategic Capabilities 0.426*** .000 3a
Functional Capabilities -.020 .811 3b
Entrepreneurial Competence 0.196* .038 4b
Managerial Competence .138 .120 4b
F Ratio 5.160

R2 (adj R2) 406 .328

+p<0.10, * p<0.05, **p<0.01, *** p<0.001

Regression co-efficient are standardised. S.E Beta in parentheses

Identifying the difference between the differenereknts of the subsidiaries external
environment is an important distinction (Nell anchd&rsson, 2012). Those subsidiaries
engaged in market facing activities need to be #@bleeact to changes and opportunities in

the marketplace. Therefore autonomy has always seen as a crucial factor for subsidiary
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management who engage with the external marketi¢Jand Martinez, 1990). However the
findings in this research would contradict the vidvat autonomy is an essential tool for
managers making business decisions relating toowwess and suppliers. Subsidiary
autonomy did not emerge as an important factoisfategic management activity with the
external business environment. This is anotherestang finding in relation to autonomy.
Instead what did emerge as important factor foragars external strategic activities was the
lack of direct management control from headquaii&nsbos and Schlegelmilch, 2007). This
suggests that managers operating in the externatoement need reduced management
control from headquarters but this does not necégssaean that they have explicit decision

making autonomy.

The other factors which emerged as being very fogmt were subsidiary capabilities and
the individual manager. It is very interesting tenthat those managers who operate in the
external environment do so in subsidiaries withgh hevel of capabilities. Therefore it is not
open to all managers to drive external businessidders need to have certain capabilities

under their control to engage in driving externasibess.

A very thought provoking finding emerged in relatito the importance of the individual
competence of the middle manager. Managerial canpet was significant in external
business activities but the entrepreneurial conmeeteof the middle manager emerged as
more significant. This finding corresponds witheaxch on managers that suggests that they
utilise different skills depending on the contekihe external business environment requires
managers to balance entrepreneurial activities withnagerial activities. To spot
opportunities externally managers need to be inmaarisk seeking and proactive but to

take advantage of those opportunities they must hésse the managerial focus to bring
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people with them and turn opportunities into a sgses. This is the essence of strategic
leadership which has long been considered a crraglfor senior managers in organisations
(Dally et al., 2002, Finkelstein et al., 2009). Tdiecovery that this is also a requirement of

the middle management level of the organisatia\sry exciting finding.

Table 6.52:  External Business Operating: Qualitative Themes

Alpha We do have some important suppliers here in Ireldiét has also
brought important business to the region.

Beta It is very important to be focused on the exterralironment,
particularly in the United States where so muclwfcompany is
based.

Gamma

We deal with the Irish market so it is an importpatt of what we do
to manage that marketplace well, along with oupassibilities in the
worldwide organisation.

Delta | The main focus for us on costs so all of the erldinks we make are
to reduce our costs to stay competitive in the gllaibganisation,

Epsilon We do deal directly with customers so those refatigps are crucial.
As long as there is important business coming tiinathe Irish
subsidiary we will continue to be important.

Zeta

Our main focus is on the external marketplace. &uernal business
links are so important and in such a competitivacgpit is vital that we
manage those relationships properly.
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6.5.1.8 Expanding External Links
As indicated in Table 6.53, the’Ralue confirms that 39% of the variance Bmpanding

External Linksis explained by the antecedent and control vaggbThis is a very positive

result. Of the eight hypotheses there is supporoe of the eight outlined.

Table 6.53: Expanding External Links: Regression Analysis

Control Variables Beta Sig.

Tenure in Position .049 .535

Subsidiary Age -.072 .354

Subsidiary Size 0.448*** .000

Industry Sector .083 .288

Management Control .116 .238

Internal Constraints 174 .101

External Constraints -.106 315

Antecedent Variables Beta Sig. Hypotheses
Strategic Autonomy -.033 .689 la
Product Autonomy .045 .651 1b
Emergent Strategy Mode -.063 440 2a
Formal Strategy Mode -.033 722 2b
Strategic Capabilities .120 .201 3a
Functional Capabilities .107 .198 3b
Entrepreneurial Competence 0.154* .042 ab
Managerial Competence .069 443 4b
F Ratio 4.860

R2 (adj R2) .392 311

+p<0.10, * p<0.05, **p<0.01, *** p<0.001

Regression co-efficient are standardised. S.E Beta in parentheses

Subsidiaries create external links, not just inrtdeect business environment but also with
other important actors (Giroud and Scott-Kennel)90 Expanding these links has been
particularly crucial for Irish subsidiary managerbere is a very close relationship in Ireland
between MNC subsidiaries, government agencies, eatiad institutions and related
organisations such as chambers of commerce. Malsicsaries have used these links to

build crucial networks which are very importanttiheir future development. How managers
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approach building these links is a crucial reseascba but the driving forces behind

subsidiary managers making these external contastsot been studied in any great detail.

As this role is based on the activities to builgoortant links in the external environment
beyond the business environment, once again itdvbalve been expected that autonomy
would play an important role but that was not theec Instead it was the capabilities of the
subsidiary rather than the level of autonomy whics most important. Another important
predictor was an emergent strategy process. Sahbigsliwith a wide range of capabilities and
control over their own strategy process engageéxipanding external links beyond the

business environment.

Once again the split between managerial competandeentrepreneurial competence was
crucial. To expand links beyond the business enwment it takes managers who are
prepared to take risks and see potential opporsniThis was confirmed in the research as
the entrepreneurial competence of the subsidianyagexr emerged as a crucial factor. Once
again in relation to the external environment thiitg to balance both entrepreneurial with

the managerial skill sets is vital.
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Table 6.54.  Expanding External Links: Qualitative Themes

Alpha

Our relationships with government agencies havenlzeerucial part of
our success over the last 15 years. We will sitrdawth the Irish
Development Agency (IDA) and develop plans on hewam push the
agenda of the subsidiary. We also have links vhitidl tevel education
which has resulted in top class graduates comingddk with us.

Beta

The IDA has been extremely important. At cruciaislen making points
for us | have rung the Irish Development AgencyAjlBnd they have
been able to call our corporate level managemenwnt guarantee
government support. That has been huge for us. atesyt involved with

any day to day running of our unit, and nor woulel want them to be, but

at crucial stages in our development it has beezagto have their
support.

Gamma

The Irish Development Agency (IDA) has been fidlyitd everything we
have done. If we want to push for something netverorganisation we
know we can ring the IDA and they will back us.{ldan mean a lot
sometimes and has been very important to us.

Delta

The Irish Development Agency (IDA) is a huge suppiowas because of

them that the company came here originally and tiee played a major

part in our development since. We also have linkis W our locality like
the third level colleges which has been importanig too.

Epsilon

We are in touch with the Irish Development AgehidA] a lot. We are
constantly looking to see how their support camphu. You tend to think
that large organisations know what is happenindrétand but of course
they don't. The IDA are excellent in helping useéb what we are doing.

Zeta

We don't have any specific links although we am @lsa number of trade

organisations. They are helpful in gaining knowlediit we don't have
any specific supports.

6.5.2.9 Conclusion
Overall the antecedent variables selected in tdygtroved to be very appropriate variables.

174

One of the standout findings was the importanadeindividual manager. This was a theme

that emerged in the qualitative phase of the rebedihe different approach of individuals to

managing the subsidiary was a vital element in oy approached strategy. It was decided

that this had to be included as a variable in tgigcal study and the findings confirmed

this. Crucially not only was a variable includedtla individual level but a distinction was

made between managerial and entrepreneurial congegetélow these different skill sets

impacted on manager’'s engagement in strategicidesiwas a noteworthy finding.
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One of the most surprising findings was the less thignificant role of autonomy. It would
have been expected that decision making autonomaycsicial factor in middle managers
engaging in strategic activity. In particular it wd have been expected that autonomy is vital
in managers engaging in external strategic aawitind those activities requiring divergent
thinking on the part of the middle manager. Thiswat the case and in fact autonomy only
emerged as significant for two of the roles oftsigac activity. This is a major finding in the
research. The two relationships that did emergagsficant create a much clearer picture on
the role of autonomy in the job of the MNC middlamager. The spilt of autonomy into both
product and strategic autonomy was vital. Produtbrsomy was related directly to middle
managers engaging in synthesizing information dprlevel management. This suggests that
increased product autonomy results in a simulta;eogrease in communication with

headquarters.

The second relationship was between strategic aotgprand middle managers informally

deepening networks with sister subsidiaries. Thggests that increased strategic autonomy
may result in middle managers increasing inform#drnal networks to reduce the danger of
isolation. Both of these findings suggest a farendetailed explanation of the autonomy and

subsidiary management relationship and have maipligations for future study.

Another important finding was the importance of @dlary size. There is a definite link
between the scale of the subsidiaries operatioms tha strategic activity of subsidiary
management. This does suggest that in larger argigoms MNC middle managers have

more freedom to engage in a wide range of strategivities.
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6.5.2 Outcomes

6.5.2.1 Strategic Learning
As indicated in Table 6.55, the’ Ralue confirms that 35% of the variance in the omte

variable,Strategic Learningis explained by the control variables and the sgiatactivity of
the MNC middle manager. This is a very positivaulesOf the eight hypotheses there was

support for two of the outlined relationships.

Table 6.55:  Strategic Learning: Regression Analysis

Control Variables Beta Sig.
Tenure in Position -.051 476
Subsidiary Age -.019 .793
Subsidiary Size .030 .730
Industry Sector -.052 479
Management Control .068 419
Internal Constraints .073 452
External Constraints -.156 116
Antecedent Variables Beta Sig. Hypotheses
Downward Influence
Implementing Deliberate Strategy -.009 910 5-1
Facilitating Adaptability .021 .824 5-2
Upward Influence
Championing Alternatives 0.318* .003 5-3
Synthesizing Information .107 .243 5-4
Horizontal Internal Influence
Internal Coordinating .040 .648 5-5
Deepening Internal Networks .082 .346 5-6
Horizontal External Influence
External Business Operating 0.177* .049 5-7
Expanding External Links -.094 .304 5-8
F Ratio 5.099
R2 (adj R2) .355 .285

+p<0.10, * p<0.05, **p<0.01, *** p<0.001
Regression co-efficient are standardised. S.E Beta in parentheses
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The competitive advantage of MNCs may be greatlyreased by subsidiaries with a
strategic learning capability but this concept has been studied in any great detail at the
subsidiary level. The capability of a subsidiaryldarn from past mistakes, and crucially to
put that new information into action, is a fascangtconcept (Ambrosini and Bowman,
2005). A major contribution from this study is thidwe strategic activity of the middle

manager is crucial in developing this capabilitgubsidiaries.

Of the eight middle manager strategic activities ®merged as major drivers in creating a
strategic learning capability. The horizontal em&dr activity of encouraging business
trading, and the upward activity odhampioning alternativeswere extremely prominent.
These findings are directly linked to the structwfethe strategic learning concept. To
develop a strategic learning capability, organisetimust firstly capture new knowledge and

secondly put this new knowledge into action (Andarst al., 2009).

It has been widely stated that the external linkssgliaries develop are crucial in accessing
new knowledge (Andersson et al., 2002, Mu et @072 Nell and Andersson, 2012). Middle
managers build these important links through eraging business activity with the external
business environment. However for subsidiariesito this new knowledge into new actions
MNC middle managers must gain the support of higgnezl management. What the findings
of this study confirm is that MNC middle managehert use their upward influence to
champion the new approaches to higher level managehat the findings uncover is that
both horizontal and upward strategic influencevattis are crucial in developing a strategic

learning capability.
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This is a major finding from the empirical studydafurther support is evident in the

gualitative research. Managers identified that rvelebusiness links were a major source of
new knowledge but knowledge on its own was not gholMlanagers espoused that it was
vital to put new knowledge into action but to dastit was necessary to gain higher level
support within the organisation. One chief exeaixpressly stated ‘that it is vital that we
are aware of what developments are taking placeiimarket, before we are told about it by
senior management. But to actually make changespahthat new knowledge into action

requires the support of corporate through resouwcesnew mandate. | will actively seek that

support if | think it is what we need to do'.

Learning is a stated objective of all organisatiand a major potential source of competitive
advantage (Nonaka, 1994). The role middle manggaysin creating the capability to make
learning a reality is a particularly exciting fimgi from the research. It is also confirmatory
evidence of the strategic activity of middle managgirectly impacting on subsidiary level

outcomes.
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Table 6.56:  Strategic Learning: Qualitative Themes

Alpha | we have survived by being quick to adapt. Thingsiga quickly in our
industry and within our organisation so if we da@act quickly to those
changes we will be gone.

Beta Our subsidiary is really in Ireland due to legagasons. We have only lasted
this long by being able to react to changes indgkiernal environment and the
internal environment. Our managers know how impartais to build
alliances outside of the subsidiary. This is howgeeinformation and then we
make changes accordingly.
Gamma| We are doing what we do here for over 10 yearsham time we have built up
a lot of knowledge. I think that's its recognisbkdttthe knowledge in the Irish
subsidiary is very valuable at this stage.
Delta In the last number of years that we havenbdemre | have seen the confidende
level of our employees improve. Our employees acerning more visible
across the company as a result of how quickly we laa@lapted to change an
shown the way for other parts of the organisation.

Epsilon | We have the skills base here that they don't hmeghier parts of the
organisation. We are the sole developers for a rermobproducts so all of
that knowledge is here. There are cheaper parte@ivorld to do what we d(
but we have been the best at integrating new kmigeland doing it the
fastest. We are always under pressure so it i$ wigskeep adapting and stayf
on top of the most up to date developments.
Zeta As we deal with consumers we have to adapt quicldpanges in the externa
environment. | think we are very good at that amdunderstand our market
far better than anyone could at higher level mamagpet.

&N
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6.5.2.2 Strategic Initiative
As indicated in Table 6.57, the’ Ralue confirms that 35% of the variance in the omte

variable,Strategic Initiativesis explained by the control variables and the sgiatinfluence
of the MNC middle manager. This is a very positigsult. Of the eight hypotheses there was

support for two of the outlined relationships.

Table 6.57:  Strategic Initiatives: Regression Analysis

Control Variables Beta Sig.
Tenure in Position -.027 .672
Subsidiary Age -.024 .719
Subsidiary Size .081 .290
Industry Sector -.028 .664
Management Control 124 .100
Internal Constraints -.019 .824
External Constraints -.046 .596
Antecedent Variables Beta Sig. Hypotheses

Downward Influence

Implementing Deliberate Strategy -0.155* .034 6-1
Facilitating Adaptability 0.276** .001 6-2
Upward Influence

Championing Alternatives .015 .877 6-3

Synthesizing Information -121 144 6-4
Horizontal Internal Influence

Internal Coordinating -.069 .378 6-5

Deepening Internal Networks .012 .875 6-6
Horizontal External Influence

External Business Operating .013 .868 6-7

Expanding External Links 0.524*** .000 6-8

F Ratio 8.872

R2 (adj R2) 493 437

+p<0.10, * p<0.05, **p<0.01, ***

p<0.001

Regression co-efficient are standardised. S.E Beta in parentheses
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There is extensive and wide ranging literature lghiing the important role that subsidiaries
can play in developing subsidiary initiatives. Tingportance of subsidiary management in
this process has been well documented (BirkinsH#8,7, Birkinshaw, 1998, Birkinshaw,
1999, Birkinshaw and Fry, 1998, Birkinshaw et 4898, Birkinshaw et al., 2005, Ambos et
al., 2010). This study differs in attempting to redseyond taking subsidiary management as
a single variable. The approach taken in this study to uncover a more in-depth picture of

the relationships between subsidiary managemeningrative.

As in previous studies, the data confirmed the ingyee of subsidiary management in
developing initiatives but crucially two particulanles emerged as being most important.
Firstly the downward influence décilitating adaptabilitywas a very significant factor. This
is the entrepreneurial activity of middle managarsd its relationship with subsidiary
initiative was an important finding. This relatidmg between adaptive middle management
behaviour and innovations is similar to findings e entrepreneurial middle managers
(Hornsby et al., 2002, Fulop, 1991, Burgelman, 1988 is also allied with the view of the

entrepreneurial subsidiary manager (Birkinshaw 91 ®rkinshaw, 1997).

It would also have been expected that the upwdhdeince of MNC middle managers would
also have been crucial but interestingly this wasthe case. Instead it was the horizontal
strategic activity, particularlyexpanding external linkswhich emerged as the most
significant. This is a major finding for the study it confirms a direct relationship between
horizontal strategic activity and initiative. Itsal confirms the importance of external links
beyond the business environment in developing methatives in MNC subsidiaries. The

extent to which a subsidiary learns from its lo@lvironment critically impacts on
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innovation (Mu et al., 2007) but this is confirnmatithat it is not enough for subsidiaries to
simply build links with customers and suppliersr{@sid, 2007, Santangelo, 2009). The real

value may be in building high quality links withucial actors beyond those initial links.

This is a definite phenomenon in Ireland which veamfirmed by the interview data.
Managers continually discussed the importance déreal actors such as government
agencies, educational facilities and chambers ofrgerce as being crucial links in bringing
new business to their subsidiary. A number of tleagers outlined occasions where they
had met with these actors and developed strategimsng new business to Ireland. The links
particularly with the IDA, were crucial and throutiis process managers had huge success
in developing new initiatives in Ireland. A fasdimg discovery was that, having met with
the IDA, the subsidiary managers would then let go®ernment agency travel to their
headquarters and champion the new initiative om thehalf. The weight of the government
body held more sway with their headquarters. Thim@ach also had potentially less risk for

the subsidiary as it was not them directly tryiaghampion the alternative themselves.

This is a fascinating new perspective on subsidiaiyative. Firstly the importance for

initiative of manager$acilitating adaptabilityis well established and it is confirmed. But to
uncover that another crucial step in the initiajwecess is in building external support links
outside of the business environment is a new fopdimd a major contribution to the literature
on the importance of external links. Finally, pbbgithe biggest discovery, is that rather than
trying to access top management for support for metlatives managers may engage in
leveraging important external links to gain supgort new initiatives. This is a very new

perspective on the subsidiary initiative debate.
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Table 6.58:  Strategic Initiatives: Qualitative Themes

Alpha | We have had to be very clever in how we bring lassino Ireland. In many ways
we are here for legacy reasons and for corporatediggiarters they could look at
us and ask the question. Why are we in Irelandlatia fact we had gone from
well over a hundred employees back down to fiftéémare now back up over a
hundred. The way we did it was to sit down as aagament team and identity
what we were really good at. Then we slowly greghdanction. Our success is
based on gaining a reputation for being really g@wdl then really pushing our
agenda when we get the chance. It's small thingsdtar it has worked. We have
brought a lot of business to Ireland.

Beta For a long time we weren't a strategic part of trganisation but now we are
integrated within the strategic core. A lot of t@mpany's revenue now goes
through Ireland. So much of that success has basedoon the drive of the local
management team here in Ireland. We got a reputdtio extremely high quality
and efficiency and that has allowed us to bringtanhore business to Ireland.

Gammal How the overall company does business has reafipgid in the lat few years sq
that has had a real impact on our business. Wesaoh a global company and
decisions are made at a global level and we hav# boto that. In recent years the
company has decided to compete in different madginents which has meant
that some of the Irish operation has been downsikkédre wasn't much that we
could do about that but it is credit to the Irislamagement that we are still a very
important part of the organisation.

Delta We have actually started innovation programmesllgcs/e saw opportunities
years ago in the organisation in the United Stated we set up our own
innovation programmes to meet them. It took a wioilget support but two
programmes specifically have worked and have redutt bringing more businesfs
and recognition to Ireland.

Epsilon | A |ot of our business is moving to parts of theld@where it is cheaper. We hav
had to accept that and instead of fighting to keéeype have helped the company fo
set up units in places like India. This has actatiproved our position in the

organisation. We are now the key communicator thiéhindian subsidiaries and
has actually resulted in more business comingetaird. But it is so competitive, it
Is changing all the time.

D

—

Zeta .
We have started a lot of new products in Irelandhaee become part of the

product portfolio of the overall organisation. Theosuccesses have not only
brought financial benefits but have improved oyutation within the company.
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6.5.2.3 StrategicCreativity
As indicated in Table 6.59, the’ Ralue confirms that 35% of the variance in the omte

variable,Strategy Creativityis explained by the control variables and the stjiatinfluence
of the MNC middle manager. This is a very positigsult. Of the eight hypotheses there was
support for three of the outlined relationships.

Table 6.59:  Strategy Creativity: Regression Analysis

Control Variables Beta Sig.
Tenure in Position -.123 .098
Subsidiary Age -.098 .203
Subsidiary Size .036 .675
Industry Sector -.023 .764
Management Control 0.180* .035
Internal Constraints .040 .680
External Constraints -.042 .674
Antecedent Variables Beta Sig. Hypotheses
Downward Influence
Implementing Deliberate Strategy -.205 .015 7-1
Facilitating Adaptability 0.197* .037 7-2
Upward Influence
Championing Alternatives .098 .370 7-3
Synthesizing Information 0.262** .006 7-4
Horizontal Internal Influence
Internal Coordinating .010 .913 7-5
Deepening Internal Networks .037 .679 7-6
Horizontal External Influence
External Business Operating .032 722 7-7
Expanding External Links .073 422 7-8
F Ratio 4.899
R2 (adj R2) .352 .281

+p<0.10, * p<0.05, **p<0.01, *** p<0.001

Regression co-efficient are standardised. S.E Beta in parentheses
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A further exciting contribution relates to the gsigrant association between MNC middle
management strategic activities and strategy eigati Creativity is crucial for all
organisations as it allows them to respond to dppdres and makes it difficult to
competitors to respond. (Menon et al., 1999). FNQ4, strategic creativity by its network
of subsidiaries may be a crucial driver of compatitadvantage (Scott et al., 2010).
However, creativity is inhibited by strategic emtdedness in organisations. Therefore, there
may be an argument that it is difficult to be cneaiat the middle management level of large
organisations as managers are embedded withirtrietges of the orgainsation. The focus
of this study was to see if, through enactmentasfous strategic activities middle managers

could influence creativity despite their strategmbeddedness.

Bearing this in mind the findings in this study atremely exciting as they show how
middle managers in large organisations can inflaestrategic creativity. Two strategic
activities emerge as extremely crucial in this pssc Firstly, downward strategic activity
through facilitating adaptability at the subsididewel. Secondly, the upward activity of
synthesizing information for top level managementiso crucial. Both of these roles are

significant factors in strategic creativity devalopat the subsidiary level.

The findings in relation to the relationship betweRcilitating adaptability and strategy
creativity are very interesting. Once again théystrate that middle managers engaging in
divergent strategic activity within their units leaan impact on an important outcome like
creativity. This confirms the role of the middle mager entrepreneur and the importance of
new ideas emanating from the middle management. [&he second finding in relation to
synthesizing information proposes that in ordegéod support for a more creative approach

they must do this through the communication procesth headquarters. This is an
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interesting contrast. It suggests that creativitytre middle management level emerges
through a divergent process of adaptability witthia subsidiary unit and integrative process
of communication with corporate level management. $trategy creativity to happen at the
middle management level, managers need to botlectiea environment for creativity in a
downward direction and bring senior management galenth them through upward

communication.

These findings are a intriguing contrast with threvppously stated findings on subsidiary
initiative. This contrast has some foundation ia tjualitative research. Managers sometimes
contended that the subsidiary could find it difftcto create new initiatives but through the
strategy process they could subtly develop creaiiteomes. New ideas developed within
the subsidiary could become part of the subsidsangw mandate if they could communicate
their value through the correct communication cledsinCreativity developing through
divergent and integrative strategic activity giviagther evidence to the value of studying

middle managers through the holistic frameworkhis study.
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Table 6.60:  Strategy Creativity: Qualitative Themes

Alpha

We aren't afraid to try new things but we don't aglyone we are doing it,
until it works. A lot of that activity would relate small changes so we can
increase the importance of the subsidiary but weeha continue to be
inventive or we will cease to exist.

Beta

It is difficult in such a large organisation to ery innovative but | would
say we are very imaginative in what we can conté. must be careful not
to deviate too far from company policy but onehef most valuable assets
we have is our reputation for being resourceful andginative in how we
deal with issues that are sent our way.

Gamma

As our organisation is so structured | wouldn’t ghgre is too much room
for us to reshape things but within our own unitave very inventive in
what we do. Many of the changes we have made esmrethken as best
practice to other parts of the organisation.

Delta

Most of what we do not is within company wide paomgmes. We used to
have a reputation for doing inventive things asibssdiary but as the
organisation has become more integrated we now make an impact
within that framework. But | would still say we lea& reputation as an
innovative subsidiary. That reputation is very impat to us.

Epsilon

We have a reputation as being quick to adapt anmagoeery creative in how
we do it. That reputation is so important to us. & the problem solvers
and we will never say no to a job. Having the repion as the guys who

can think differently about problems and get thidgse is hugely importar]
to us.

~—+

Zeta

In the market that we are in one the key succederfais being inventive in
our products, our processes and how me meet cusexpectations. The
fact that we have been able to do that is one®félasons we are still so
valuable to the company.
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6.5.2.4 Strategy Implementation
As indicated in Table 6.61, the’ Ralue confirms that 44% of the variance in the omte

variable, Strategy Implementations explained by the control variables and the styat
influence of the MNC middle manager. This is a veogitive result. Of the eight hypotheses

there was support for three of the outlined refegiops.

Table 6.61:  Strategy Implementation: Regression Analysis

Control Variables Beta Sig.
Tenure in Position -.034 .622
Subsidiary Age .043 .547
Subsidiary Size -.004 .959
Industry Sector -.069 .326
Management Control 0.243** .003
Internal Constraints -.058 .529
External Constraints -.107 .259
Antecedent Variables Beta Sig. Hypotheses
Downward Influence
Implementing Deliberate Strategy -.043 .584 8-1
Facilitating Adaptability .006 .947 8-2
Upward Influence
Championing Alternatives 0.307** .003 8-3
Synthesizing Information 0.185* .037 8-4
Horizontal Internal Influence
Internal Coordinating -.050 .546 8-5
Deepening Internal Networks 0.217%* .010 8-6
Horizontal External Influence
External Business Operating -.060 486 8-7
Expanding External Links .060 479 8-8
F Ratio 6.890
R2 (adj R2) 434 371
+p<0.10, * p<0.05, **p<0.01, ***
p<0.001

Regression co-efficient are standardised. S.E Beta in parentheses
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The actual implementation of strategies has notnbstidied in any great detail in
subsidiaries but it is a core tenet of middle managnt literature. In fact the role of
implementation is often signified as the most im@ot role for middle managers. It was
important therefore to assess the relationship éatwniddle management strategic activities

and strategy implementation success in subsidiaries

The findings in relation to this were quite surprgs It would have been expected that roles
relating to implementation and communication withporate management would have been
related to implementation success but instead #& e horizontal internal roles which

emerged as the most significant finding. This wa/\surprising but a possible explanation

could be found in the qualitative research.

A number of the senior managers did not identifgregly with implementation as a key role
in their job. Many of them indicated that the rasgbility for implementation lay at lower
management levels within the subsidiary. They dtdal@t implementation was a crucial
activity for the subsidiary but that happened matréhe operational levels so they didn't feel
that they impacted directly upon it. What these aggms would also have had in common
was that they operated subsidiaries with standabmt®ities. However those subsidiary
managers who operated in more integrated stragggiconments identified more with the
process of implementation. An integrated strategnmaronment was indicative of subsidiaries
with very strong dependencies on their sister slidnses. Managers in these environments
expressed a much stronger view of their role inl@mentation. As part of an integrated

supply chain their main strategic contribution wasnsuring they met their set objectives.
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The findings in relation to the importance of tharibontal internal strategic activities may
indicate that internal embeddedness is a crucigkdof implementation success in highly
integrated MNCs. MNC middle managers influence enpéntation success through both
formal and informal internal strategic activitie$he link between internal horizontal
management roles and implementation success isyanteresting finding. It relates to the
literature on the importance of internal embedesingzarcia-Pont et al., 2009). Another
major finding is the different approaches to styateimplementation by MNC middle

managers in subsidiaries that are not so integrated

Table 6.62:  Strategy Implementation: Qualitative Themes

Alpha | We are measured by our ability to implement sudubgs

Beta We have to be recognised for implementing our aole exceeding
expectations

Gamma| We are very focused on implementing our role. Tharg very
integrated in our organisation and it is crucialihwe implement the
plans we are given. Having said that, when we arerga company
plan it is put to us to devise a local strategynbplement it.

Delta | For me it's more than implementing. That is an imgat part of what
we do but it goes beyond that.

Epsilon | we are quite autonomous in this subsidiary but aestio execute
what we do and show results

Zeta Actually carrying out what we say we are going toislvital
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6.5.2.5 Strategic Posture
As indicated in Table 6.63, the’ Ralue confirms that 32% of the variance in the omte

variable,Strategic Postures explained by the control variables and the sgiatactivity of
the MNC middle manager. This is an acceptable teQilthe eight hypotheses there was

support for two of the outlined relationships.

Table 6.63:  Strategic Posture: Regression Analysis

Control Variables Beta Sig.
Tenure in Position -.009 .904
Subsidiary Age -0.135+ .078
Subsidiary Size 0.306** .001
Industry Sector 0.166* .030
Management Control 0.223* .012
Internal Constraints -.134 .184
External Constraints .043 677
Antecedent Variables Beta Sig. Hypotheses
Downward Influence
Implementing Deliberate Strategy -.039 .645 9-1
Facilitating Adaptability -.068 478 9-2
Upward Influence
Championing Alternatives 128 .250 9-3
Synthesizing Information .002 .986 9-4
Horizontal Internal Influence
Internal Coordinating -.148 111 9-5
Deepening Internal Networks 0.182* .044 9-6
Horizontal External Influence
External Business Operating 0.196* .037 9-7
Expanding External Links .023 .808 9-8
F Ratio 4.227
R2 (adj R2) .316 .242
+p<0.10, * p<0.05, **p<0.01, ***
p<0.001

Regression co-efficient are standardised. S.E Beta in parentheses
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The strategic posture of a subsidiary is an importgterminant of the subsidiary’s standing
and performance within the MNC (Anderson et al.Q20Covin et al., 2006). Subsidiaries
with an entrepreneurial strategic posture have aitige attitude towards innovation,
proactiveness and risk and therefore have a ceeael of freedom within the MNC. The
research objective was to assess whether MNC miadlieagement could influence their

subsidiary’s entrepreneurial strategic postureughatheir strategic activities.

The results for the hypotheses were disappointggcating only marginal support for the
proposed relationships. Two of the strategic aii¢sj deepening internal networks and
encouraging external business were supported. ihdisance of both, a horizontal internal,
and a horizontal external strategic activity, wasimteresting finding. However the most
significant finding was that factors such as sage and reduced management control exerted
a far greater influence than the strategic actigityhe MNC middle manager. This was not
wholly surprising as the findings from the qualitatresearch indicated that managers didn’t
really see that they could influence the stratg@gisture of the subsidiary. The overall theme
from the interview process was that managers satup® as a result of the mandate from

headquarters rather than as a result of their oamagement input.

208



Table 6.64:  Strategic Posture: Qualitative Themes

Strategic Posture; Qualitative Themes

Alpha

| would never use the phrase entrepreneurial tadlee what we do. In such a
large organisation like this you can't afford toveasubsidiaries taking risks on
their own.

Beta

At some level we are entrepreneurial | supposefdna lot of people we can't
really be. We’'re a large organisation, in a highggulated business.

Gamma

So | guess if that's the culture, it's an operatibeulture. We are an arm of [a
very large organisation. We do have some flexipitiit | wouldn't say we are
entrepreneurial

Delta

We see ourselves as being entrepreneurial. Wethesligenda for new projects
from the subsidiary and although we have had sucitdgs been difficult to get
support at higher level management.

Epsilon

| wouldn't describe us as being entrepreneurial. Mevery proactive and hard
working but it is within the framework of a largerganisation.

Zeta

We aren't afraid to take chances but it has led thfficult relationship with our
headquarters. It is difficult to be entrepreneunahen you are part of a larger
organisation.
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6.5.2.6 Financial Performance
As indicated in Table 6.65, the’ Ralue confirms that 21% of the variance in the omte

variable, Financial Performancejs explained by the control variables and the sgiat
influence of the MNC middle manager. This is a veigappointing result. Of the eight

hypotheses there was support for one of the odtliakationships.

Table 6.65:  Financial Performance: Regression Analysis

Control Variables Beta Sig.
Tenure in Position .005 .953
Subsidiary Age .016 .841
Subsidiary Size -.032 .733
Industry Sector -.025 .757
Management Control -.106 .255
Internal Constraints -.056 .600
External Constraints -.061 .574
Antecedent Variables Beta Sig. Hypotheses

Downward Influence

Implementing Deliberate Strategy .013 .883 10a-1
Facilitating Adaptability .120 .243 10a-2
Upward Influence

Championing Alternatives 101 .396 10a-3

Synthesizing Information 151 137 10a-4
Horizontal Internal Influence

Internal Coordinating 129 .188 10a-5

Deepening Internal Networks -.104 .281 10a-6
Horizontal External Influence

External Business Operating .009 925 10a-7

Expanding External Links 0.193+ .058 10a-8

F Ratio 2.512

R2 (adj R2) 214 129

+p<0.10, * p<0.05, **p<0.01, *** p<0.001
Regression co-efficient are standardised. S.E Beta in parentheses
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6.5.2.7 Operational Performance
As indicated in Table 6.66, the’ Ralue confirms that 25% of the variance in the omte

variable, Operational Performances explained by the control variables and the sgiat
activity of the MNC middle manager. This is a digapting result. Of the eight hypotheses

there was support for one of the outlined relatgos

Table 6.66:  Operational Performance: Regression Analysis

Control Variables Beta Sig.
Tenure in Position -.014 .858
Subsidiary Age .102 .200
Subsidiary Size -.066 477
Industry Sector -.027 .733
Management Control .074 412
Internal Constraints -.023 .822
External Constraints -.157 142
Antecedent Variables Beta Sig. Hypotheses

Downward Influence
Implementing Deliberate

Strategy -.022 .801 10b-1
Facilitating Adaptability .043 .666 10b -2
Upward Influence

Championing Alternatives .077 .503 10b -3

Synthesizing Information .078 426 10b-4
Horizontal Internal Influence

Internal Coordinating 116 223 10b-5

Deepening Internal Networks .056 .550 10b -6
Horizontal External Influence

External Business Operating .017 .860 10b -7

Expanding External Links 0.254* .011 10b -8

F Ratio 3.124

R2 (adj R2) .254 172

+p<0.10, * p<0.05, **p<0.01, *** p<0.001

Regression co-efficient are standardised. S.E Beta in parentheses
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In this study performance was assessed throughveslperformance in relation to sister
subsidiaries. Performance was also split into logigrational and financial performance. The
findings for a relationship between MNC strategativaty and operational performance
confirmed that one role, expanding external linkas significant. In the case of financial
performance two roles emerged. Synthesizing inftomawas significant and similarly to

financial performance, once again expanding extdimies was also significant.

There are numerous difficulties in trying to asse&sformance of MNC subsidiaries
(Nguyen, 2011). There are also major difficultiasassessing a direct relationship between
middle management strategic activity and perforreafiEloyd and Wooldridge, 1997).
Therefore, it is with caution that insights areelakfrom measures of relative performance
used in this study. It is important however to estiitat there is enough evidence to suggest
that MNC middle management does influence perfoomaand the findings in relation

building external links confirm the value of thisrizontal role.

Table 6.67: Performance: Qualitative Themes

Alpha | We have a lot of different functions here withia slubsidiary and they are all
measured in different ways. But the world is a wertyial place now so it is very
transparent how the subsidiary is performing.

Beta Well we’d have a revenue target every year, wel\tkhaagross margin target, an
operating income target and then there are subsydmetrics as well.

Gamma| We have targets in terms of operating and in tesfreccounting. It is very clear
and we know what we need to achieve.

Delta Performance is down to metrics on the quality efwork we do. Above all we

have to meet the targets set for us.

Epsilon Our reputation is based on performance. We produeery high level of profit

relative to the number of staff we have. It is weapsparent and we know what
we need to achieve.

Zeta Our performance is very much based on profit. Wejadged on the level of
profit we produce so sales and operational efficieare crucial to what we do.
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6.5.2.8 Conclusion
Overall, across the broad range of subsidiary ooés selected in this study there is

overwhelming evidence that MNC management influersteategic outcomes at the
subsidiary level. On its own this is a major finglifor middle management and subsidiary
management research. What the range of contributiaables highlights is how each of the

management roles relate in different ways to gjrateutcomes.
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6.6Summary of Expected and Actual Hypotheses

Hypotheses
Antecedents
Product Autonomy
Strategic Autonomy
Emergent Strategy
Formal Strategy
Strategic Capabilities
Functional Capabilities
Managerial Competence

Entrepreneurial Competence

Outcomes

Learning

Initiative

Creativity
Implementation
Posture

Financial Performance

Operational Performance

Table 6.68:

Downward Upward Horizontal Internal Horizontal External
Implementing
Deliberate Facilitating Championing Synthesizing Inter-Unit Deepening Encouraging
Strategy Adaptability Alternatives Information Coordinating Networks Business Trading Expanding Links
Expected Actual Expected Actual Expected Actual Expected Actual Expected Actual Expected Actual Expected Actual Expected Actual
- n/s + n/s + n/s + + - n/s + + + n/s + n/s
- n/s + n/s + n/s + n/s - n/s + n/s + + + n/s
- - + + + n/s + n/s + n/s + n/s + n/s + n/s
+ + - n/s + n/s + n/s + n/s + n/s + n/s + n/s
- n/s + + + + + n/s + + + n/s + + + n/s
n/s + n/s + n/s + n/s + n/s + n/s + n/s + n/s
+ + + n/s + + + n/s + n/s + + + n/s + n/s
+ n/s + + + + + + + n/s + + + + + +
+ + + n/s + + + n/s + n/s + n/s + + n/s
+ - + + + n/s + n/s + n/s + n/s + n/s +
+ n/s + + + n/s + + + n/s + n/s + n/s + n/s
+ n/s + n/s + + + + + n/s + n/s + n/s n/s
+ n/s + n/s + n/s + n/s + n/s + + + + + n/s
+ n/s + n/s + n/s + n/s + n/s + n/s + n/s + +
n/s n/s n/s n/s + n/s + n/s + n/s + +

Summary Expected and Actual Hypotheses
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Chapter Seven: Discussion

7.1 Introduction
The results of this study suggest contributionsthee streams of research. The first

contribution is to the middle manager strategyditere. Through development and testing of
an extended framework of middle manager activiienuch wider view of the role of the

middle manager is uncovered. The unearthing of hewzontal strategic activities, in

addition to the vertical strategic activities, israjor step forward for middle management
research. Secondly a significant contribution isden#o international business research. In
taking the subsidiary manager as the unit of amabysnuch clearer perspective of subsidiary
strategy emerges. Finally, the value of the indiaidhas been an overlooked aspect of
strategy development in organisations. A major buation is made to research on the
importance of the individual in strategy. The maontributions are broken down into three

specific areas within each of the research streams:
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Contributions of the Research

Middle Management
Strategy Research

1. Extended Framework of
Middle Management
Roles

2. Multi Level Antecedents

3. Intermediate Outcomes

International Business
Research

Subsidiary Strategy

Changing MNC
Structures

Subsidiary
Development

Individuals in Strategy
Research

1. The Importance of the
Individual

2. Individual Competence
and Strategic Roles

3. Individuals and
Performance

Figure 10: Contributions of the Research

7.2 Contributions to Middle Manager Strategy Reseath

7.2.1 Extended Framework of Middle Management Strigic Activities

The need for a more holistic investigation of me&ldhanagement strategic activities is
identified as the highest priority research issaeing middle management research
(Wooldridge et al., 2008, Aherne et al., 2014).hAligh there is excellent research on the
strategic activities of middle managers there iack of coherence in the field. Authors use
different approaches to describe strategic aawijtiwhich reduces the transparency of
linkages across studies. This study contributesidyeloping an extended typology of the

vertical and horizontal strategic activities of olliel managers through a process of careful

theory development.
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Crucially by building on the existing theoreticaluhdation of Floyd and Wooldridge’s
(1992, , 1997) original framework, this researcimgg consistency to a field which has often
lacked a level of uniformity. However, existing oJpgies of middle managers draw
exclusively from top management and deliberatdesisa Although this is a useful reference
point it has leads to a focus on strategy as aceértcontinuum from top to bottom in
organisations. A consequence of this approacheisaitk of research on the horizontal flows
of strategy. While existing research identifies dédmanagers as important mediators across
organizational boundaries (Bartlett and Ghosha§3]1®alogun and Johnson, 2004, Floyd
and Wooldridge, 1997, Aherne et al., 2014) theeesill too few studies (Rouleau, 2005,
Rouleau and Balogun, 2011, Balogun et al., 2014&) thvestigate how middle managers
actually manage the horizontal flows of strateggl a@new intraorganisational and external
relationships. The findings in this research confithe existence of both vertical and
horizontal strategic activities for middle managéys a result, a view of the middle manager
emerges as much more than just ‘linking pins’ igamisations (Likert, 1961, Floyd and

Wooldridge, 1992).

7.2.2 Multi Level Antecedents
Researching strategic activities and their anteusdis one of the core tenants of middle

management research. The approach undertaken oadehs previous research in a number
of important ways. Firstly this study broke fromepious approaches by including different
classifications of antecedents. Specifically thisdg includes antecedents at the individual
level (managerial and entrepreneurial competertbe),subsidiary level (capabilities), the
organisational level (autonomy and strategy foramgtiand the external environment level
(external constraints). Such a classification recses the potential for interactions at

multiple levels. This is consistent with the neemt flifferent theories to explain the
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circumstances favouring middle management actiMgoldridge et al., 2008). Crucially by
developing an extended framework of middle managetegic activities it is possible to
assess this multi level of antecedents on a widauping of relationships. Finally, previous
research predominantly grouped the influence aésrabgether. As a result the antecedent
relationships are studied against total values mldla manager strategic influence (Floyd
and Wooldridge, 1997). This approach leads to sofitee more fine-grained relationships
being overlooked. In this research each activitystigdied individually as a dependent
variable which allows a more detailed explanatibnthe antecedent relationships. Some of

the more important findings of this approach aréieed in the figures below.
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Antecedents of Downward Strategic Activities

L 4

Traditional View

s/mplementing deliberate strategy
is the key role of middle managers

*Facilitating Adaptability
is associated with middle
managers in a supportive
strategic context

eMiddle managers predominantly

M\

implement deliberate strateqy

*Facilitating Adaptability

in very formal strategic contexts

is more associated with the
competence of the individual
manager than strategic context

/

Figure 11: Antecedents of Downward Strategic Actitties

Antecedents of Upward Strategic Activities

T

/ Traditional View

*Middle managers championing
alternatives varies by their units
decision making authority

eSynthesizing information is an
integrative role and associated
with middle managers with low
levels of autonomy in
structured strategic contexts

N

Contribution \

*Middle managers championing
alternatives is more closely
related to individual competence
than organisational authority

*Middle managers with increased
autonomy have a greater
expectation to synthesize
information about their activities
to higher level management

/

Figure 12: Antecedents of Upward Strategic Activites
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Antecedents of New Horizontal Internal Strategic Activities

/ Contribution \

Internal Coordinating

eInternal coordinating is an important strategic role for middle
managers in integrated organisations.

*Middle managers engage in internal coordinating where the agenda
is set by the structure of the organisation

*In large integrated organisations structural embeddedness is
managed by the internal coordination activity of middle managers.

\_ _

Antecedents of New Horizontal Internal Strategic Activities

/ Contribution \

Deepening Networks

eManagers engage in deepening networks outside of the formal
structures of the organisation.

eThe competence of the individual middle manager is vital in engaging
in deepening network activity

eIn large integrated organisations relational embeddedness is
managed by the deepening network activity of middle managers.

o /

Figure 13: Antecedents of New Horizontal Internal 8ategic Activities
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Antecedents of New External Horizontal Strategic Activities

L 4

/

N

Contribution

External Business Operating

eCapabilities and scale of the operation are a more important
determinant than autonomy in managers external business operating
activity.

*The entrepreneurial competence of the individual middle manager is
vital in engaging in external business operating.

*The process of external embeddedness in the business context is
management by middle managers engaging in external business
operating

Antecedents of New External Horizontal Strateqgic Activities

)

Contribution

Expanding External Links

eThere is a crucial strategic role for middle managers in building links
beyond the business environment

*The entrepreneurial competence of the individual middle manager is
vital in engaging in expanding external links.

*The process of external embeddedness in the wider business context
is managed by middle managers engaging in expanding external links

Figure 14: Antecedents of New External Horizontal 8ategic Activities
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7.2.3 Intermediate Level Outcomes
Developing theory about organisational performaisca characteristic of strategy research

(Rumelt et al., 1991). Consistent with this applpastrategy research from a middle
management perspective investigates relationshifth wrganisation wide outcomes
(Wooldridge and Floyd, 1990, Floyd and Wooldrid§897, Mair, 2005, Burgelman, 1994,
Boyett and Currie, 2004, Guth and MacMillan, 198&yer, 2006, Sillince and Mueller,
2007). Although there is some evidence of an aationi between middle management’s
involvement in strategy and organisational outcqgnaesnuch greater emphasis is needed.
Some of the difficulties in middle management resesstem from trying to establish a
relationship between middle manager activity anéd ttroad outcomes of the entire

organisation. A different approach is taken in tleisearch which yielded significant results.

This new approach has two important elements. Ifirstather than focusing on
organisational outcomes which may be beyond thelimichanager’'s scope of authority, the
focus in this study is on intermediate level outesmwhich are closer to the role of the
middle manager. Secondly, rather than focusing simgle outcome, by including a range of
outcomes it is possible to reveal the complex i@tghips between middle manager strategic
influence and outcomes. These outcomes includenitegr initiative, creativity and

implementation.

The findings in relation to middle manager strategctivities and intermediate level
outcomes are a major step forward for middle mamage research which often struggled to
establish these relationships (Aherne et al., 20%#jnificant relationships emerge but it is
the intricate nature of these relationships whi&cmbost notable. The combined analysis of an

extended middle manager framework and a wide rarfigatermediate outcomes produce
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different combinations of activities and their agations with outcomes as the table below

highlights.

Significant Outcome Relationships

Championing Alternatives -_—
/ Learning
Encouraging Business Trading

Facilitating Adaptability \
S Initiative

Expanding External Links

Facilitating Adaptability \
S Creativity

Synthesizing Information

Championing Alternatives \
- Implementation

Deepening Networks

Figure 15: Significant Outcome Relationships

These findings confirm that middle managers cautydifferent strategic activities with the
goal of achieving different outcomes simultaneouslgese intermediate outcomes are the
building blocks of capability development and periance and the relationships uncovered

in this study are a major contribution to knowledgéhese areas.

7.3  Contributions to International Business Theory

7.3.1 Subsidiary Strategy
There is great confusion in subsidiary literatuset@a what actually constitutes subsidiary

strategy (Dorrenbécher and Gammelgaard, 2006, riBinew, 1997). Subsidiary research has

come a long way since the time that subsidiarie®wenceptualised as mere implementers
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(Vernon, 1966) and in that time research has umreovtihe crucial role that subsidiaries play
within MNCs (Birkinshaw, 1997, Cantwell and Mudaml@005, Rugman and Verbeke,
2001). However, from a strategy perspective, resedrasn’'t addressed how strategy
develops at the subsidiary management level (Dbéelmer and Gammelgaard, 2006,
Dorrenbacher and Gammelgaard, 2011, Balogun e2@l1). The assumptions of the top
management perspective on strategy developmenbdapply to the unique context of the
subsidiary (Birkinshaw and Pedersen, 2009). Theeeftraditional theoretical models of

strategy cannot be applied to the study of theidigrsy.

This research changes the focus by moving theairanalysis from the subsidiary itself to
the subsidiary general manager and conceptualtbieign as an MNC middle manager. By
departing from previous positions we reframe thesgliary management literature and
contribute to our understanding of strategic mamaege in MNC subsidiaries. Crucially, by
applying an extended middle manager framework & uhit of analysis of the subsidiary
general manager it is possible to study managemeatices relating to strategy in MNC
subsidiaries. What emerges is a complex pictusreedfcal and horizontal strategy flows both
inside and outside the organisations. Subsidiargagers engage in strategy in numerous
ways. They are constrained and encouraged by t@nsational context in which they
operate, and they seek to influence strategy withér own unit and across the MNC. The
evidence for outlining subsidiary strategy as MNGddle management strategy is a
theoretical base which allows research to uncower $ubsidiary managers actually develop

strategy.
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7.3.2 The Impact of Changing MNC Structures
There is evidence to suggest that MNCs are chantjiagvay they are structured as they

move from federative (Andersson et al., 2002) taenglobal factory structures (Buckley,
2011, Buckley, 2009b, Yamin and Forsgren, 2006)im\portant objective in this research is
to uncover how those changes are impacting uporotaeof the subsidiary general manager.
The findings from the research contribute signifitato the recent debate on the changing
structures of MNCs. A particularly important elerhehthe recent debate centres around the
complex role of autonomy (Ambos et al., 2011). Wkaterges in this research is that
autonomy was not a significant driver of subsidiamgnagers engaging in strategy. This
finding may confirm the view that in the modern MM@&anagers achieving autonomy, is no
longer the priority of the subsidiary manager (Tayg1997a), as it possibly results in the

subsidiary becoming more isolated .

Another major theme in current literature is thatNNCs become globally integrated, and
MNCs choose to outsource or offshore many of thetivities, the role of the subsidiary
becomes more fine sliced (Ghauri and Yamin, 20G8nivi and Sinkovics, 2007, Mudambi,
2008). As a result the role of the subsidiary managay become less influential as their
stock of resources becomes depleted (Buckley, 2@8ltkley and Ghauri, 2004). The
findings in this study confirm that the scale ofabsidiary’s operations is an important
predictor of subsidiary managers engaging in gratactivity. In addition the more strategic
the capabilities the subsidiary manager has urfdgr tontrol the more likely they are to
engage in strategic activity. These findings sugdglest as subsidiary operations become
smaller slivers of wider operations the potent@al $ubsidiary managers to contribute to

strategy may also be reduced.
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However, there is one important counter argumenthvemerges in the study in relation to
the subsidiary manager themselves. As this resedaathdes multi level antecedents the
importance of the competence of the individual ng@naas a significant predictor of their
engagement in strategic activities becomes clears Tinding highlights that although
changing MNC structures may be constraining thesigslidry middle manager the ability of
the individual manager to engage in strategic #gtito influence strategy cannot be

discounted.

7.3.3 Subsidiary Development
Previous subsidiary research highlights how difierelements of the subsidiaries context

combine to enhance subsidiary development. Researche evolution of subsidiaries has
uncovered how the composition of the subsidiarg, MiNC and the external environment
impact upon the trajectory of the subsidiary (Bidhiaw and Hood, 1998, Patterson and

Brock, 2002, Tavares, 2002).

Research shows how managers contribute to theafmweht of their role (Birkinshaw et al.,
1998, Birkinshaw, 1997, Birkinshaw, 1999, Amboslket 2010, Delany, 2000, Dérrenbacher
and Gammelgaard, 2006). The role of managemendimng headquarters attention from a
low power base is also outlined (Ambos and Birkawh2010, Bouquet and Birkinshaw,
2008a). However, in these previous studies the wohitanalysis is predominantly the
subsidiary and management is seen as an elem#re stibsidiary (Birkinshaw et al., 1998).
In this study the unit of analysis is the subsiligeneral manager. This approach gives a

clearer picture of the importance of strategic\aigtiat the subsidiary level.
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Research has progressed from taking the headaguaribsidiary relationship as the unit of
analysis to the subsidiary itself as the unit ddlgsis (Birkinshaw and Pedersen, 2009). This
research represents the next step to taking thsidaty general manager as the unit of
analysis. By analysing the relationship between dight strategic activities of the MNC
middle manager and subsidiary contribution, a nietailed perspective of development
processes in subsidiaries emerges. Research usdbe¢management is an important driver
of subsidiary development (Birkinshaw, 1997, Bighaw, 1999, Birkinshaw et al., 2005,
Taggart, 1998a). This research goes further by sigpivow the strategic activities of MNC

middle managers are related to subsidiary developme

7.4  Contributions to Individuals in Strategy Reseech

7.4.1 The Importance of the Individual
The importance of the individual is underplayedstrategy research. Historically strategy

literature has argued that a good process is theédkgood performance. This has resulted in
a long tradition of using organisational factorshea than differences among individual
employees to explain differences in firm performanmstead of individual level factors
research has focuses on organisational factors asicbutines (Nelson and Winter, 1982),
capabilities (Teece et al., 1997) and resourcemn@a 1991). Yet organisations are made up
of individuals and the input of those people canywaidely. Therefore, the link between
strategy and performance, which is so importandttategy research (Rumelt et al., 1991),
must account for the individual. However this indival variance has not been properly

addressed.
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Crucially, it is not only management at the serewels where individual differences are
important. As recently highlighted by Mollick (20.2ndividual level factors at the middle
management level can also have a major impact gen@ational outcomes. The findings in
this research confirm the importance of studyinffedences associated with individual

variances in strategy.

7.4.2 Individual Competence and Strategic Activity
A major insight in this study is the inclusion ofeasures to capture the individual

competence of the subsidiary manager. Strategpnmasdéocuses on elements of formulation
or process but rarely questions the capacity ofagars to operate a strategic task. In this
research, two individual level characteristics m@uded as antecedent factors; managerial
competence and entrepreneurial competence. Thedmah relation to these two attributes
are a major discovery. What emerges is that foragars to engage in a specific strategic
activity they first must have the relevant levelcoimpetence. For example, when managers
engage in building horizontal links externallyjdtthose managers who have high levels of
entrepreneurial competence. Similarly for those agans who engaged in synthesizing
information about the subsidiaries activities tp tmanagement it is those managers who
have high levels of managerial competence. Notablyhe case of managers championing
alternatives to higher level management middle marsaneed both entrepreneurial and
managerial competence to engage in this activitgese€ findings are a major contribution to

the importance of individual variance in strateggearch.
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7.4.3 Individuals and Performance
Recent research on the role of individuals has detnated that individual managers have

more impact on firm performance than previouslyutjitt (Mollick, 2012) .Organisations
may have high potential for efficiency and innowgatiwithin their units but for high
performance to be realised it is the role of thividual manager to integrate and coordinate
the work of others (Hargadon and Douglal, 2001,|dragnd Greve, 2006). The basis of this
phenomenon can be found in the work of Bower (Bow&70) and Burgelman (1983c, ,
1991) on the often complex internal ecologies ohé. In this evolutionary model middle
managers have the responsibility to allocate ressuand make selection decisions which

have a major impact on strategic outcomes.

In common with much research on middle manageesfitidings in this study in relation to
performance are less than straight forward. Thaues, in part, to operationalising a measure
of relative performance which creates difficulttes middle management research (Aherne et
al., 2014). However, the focus on mid level outcenmeoduces a clear picture of the
relationship between the strategic activity of thdividual manager and crucial mid level
outcomes. These outcomes are the building blockscagability development and
organisational performance in large organisatiofise outcomes included in this study
confirm the impact of individuals on learning, iattve, creativity and implementation. These
findings are a major contribution to the field eearch on the impact of individuals on firm

performance.
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7.5 Practitioner Relevance

7.5.1 Middle Managers
From the middle manager’s viewpoint strategy degwelent can prove a difficult subject. In

making strategic decisions middle managers aralfadth meeting the demands of corporate
headquarters and managing the day to day realitigedf own unit. This can lead to middle

managers’ unease at the idea that they are dewmgl@pli'strategy”. Corporate headquarters
may be uncomfortable with the idea that their nedaianagement levels are attempting to
develop strategies which could distract them frbeirtmandated role. Middle management
themselves are very keen to avoid the suggestiah tthere are strategy development
processes which are unique to the subsidiary amddcendanger the reputation of the

subsidiary within the MNC. This very understandafdar leads to many middle managers

avoiding the topic of strategy development.

By applying a framework of vertical and horizontdrategic activities a clear model of
middle management strategy is put forward whictnligéts how middle managers can meet
the needs of headquarters and those of their ovtn knom the perspective of the MNC
middle manager, an awareness of the different dsines of the role should enable them to
better understand how to engage in strategic &ctwithin the MNC. By outlining their
spheres of strategic influence they will be bettble to engage in strategic activity in the

MNC.

7.5.2 Middle Management as an Organisational Resoce
Recent developments in the structure of MNCs shibvs although corporate headquarters

might recognise the potential of their network absdiaries, in many cases they still

emphasise control over flexibility in their intetimns with middle management. Insights
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gained from this study highlight the potential d¢fet middle management level as an

organisational resource.

Corporate management must accept that middle menptgg/ a major role in achieving firm
specific advantages (Osterman, 2009). If orgamsationly recognise the importance of
strategy implementation, they are limiting the i contribution of their subsidiaries. An
enhanced awareness of the relationship betwedpgitractivity at the subsidiary level and a
range of subsidiary level outcomes, including impdatation and performance but also
elements such as innovation and creativity, wikagly inform the strategy development
process in large organisations. As a result, tay encourage headquarters management to
be more responsive to strategic activity at theswlidry level and less likely to assume that
the activity is driven by self interest and oppartim as agency theory implies (Jensen and

Meckling, 1976).

7.5.3 Policy Makers
Countries around the world rely on foreign diraotastment as a major driver of economic

development. Governments traditionally spend caraigle resources on developing the
appropriate context to attract MNCs to invest iaiteconomy. Over time governments have
begun to realise that in order to gain long termehé from foreign direct investment the
initial investment is not enough. The real beneiitmes from subsidiaries becoming
embedded in the local economy and subsidiary eeoluBoth of these developments can
increase the importance of the subsidiary to tlwallenvironment but, crucially, they also

result in the increased importance of the subsidwithin the MNC. This increases the
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likelihood that the subsidiary will remain locatedthe local economy and provide long term

economic benefit.

For government agencies tasked with creating timtegb to support subsidiary managers a
greater understanding of the strategic role of ghlsidiary manager, could have a major
impact on how they develop policy. As corporatecslamanagement often have difficulty in
fully understanding the strategic activity of thebsidiary due to knowledge deficit, this
proves even greater for those outside of the baweslaf the organisation. A greater
appreciation of the dimensions of this strategie mwill be a major insight at policy level.
Although many economic areas are very reliant @nattivities of the subsidiary managers
who operate in their region, they know little abthg position in which they operate and the

constraints under which they are placed.

Understanding the relationship between those #ietivand the range of contextual factors,
some of which may be under the influence of polrakers, will have major implications for
government agencies. These agencies are ofteheségk of creating a context which will
enable subsidiary managers to increase the contnibaf their subsidiary and provide long
term economic benefit. This study provides a faher understanding of the relationship
between strategic activity, subsidiary and subsjdieontribution. This comprehensive
understanding of the subsidiary strategy procesk have major implications for policy

makers at national and regional levels.
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7.6  Limitations
There are several limitations of this study to besidered as, similar to other research, it

operated within significant time and cost constsain

7.6.1 Cross Sectional Questionnaire
Firstly, the adoption of a questionnaire as a meseanstrument, while supported by an

extensive series of interviews, falls short of phssticated temporal study. It would have
been preferable to have a time series long enooghaw how firm, sector and economic
levels of context interact (Pettigrew et al., 200i.fould be argued that the study of strategic
activities relating to change is more suited togitmdinal analysis (Burgelman, 1983b,
Garcia-Pont et al., 2009). However, it is hoped tha shortcomings of the questionnaire

approach are patrtially offset by the insights pded by the interview process.

7.6.2 Single Respondent
Secondly, while the questionnaire was supportel wiseries of interviews, and there are no

indications of common method variance during testi danger of single informant bias
remains. Reliance on a single informant to evaladiteof the independent and dependent
variable can cause concern for common method w@iam this study, reliance on the
respondents to evaluate their own engagement ategic activities causes a particular
concern. The danger is that this variance creatéssa internal consistency, that is, an
apparent correlation among variables generateddmyramon source. There are those authors
who have a very negative assessment of the daofjessnmon method variance (Campbell,
1982), but alternatively there are those who atbaethe dangers may be overstated (Lindell
and Whitney, 2001, Crampton and Wagner, 1994), @areh an “urban legend” (Spector,
1987). A recent exhaustive review of research anmon method variance reaches a more

balanced conclusion: “common method variance isnoét problem and researchers need to
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do whatever they can to control for it” (Podsakeiffal., 2003, pp. 900). The approach taken
in this study is to follow the procedure set out@yang et al (2010) in giving the specific
details of the research methodology which are blgatevant in determining the likelihood

and degree of common method bias.

In addition to the tests, which are carried outr@hation to common method variance.
Similarly to Papadakis et al (1998) the willingnassl sincerity exhibited by the respondents,
is evidenced by the number of business cards rederequesting invitations to the

presentations of the findings and / or summarye®pf the results. The number of additional
comments appended to the questionnaire also iresemnfidence in the face validity of the

responses.

7.6.3 Unit of Analysis
There are also arguments that alternatives toubsidiary unit of analysis, such as smaller

units (Birkinshaw, 1999) or regional areas (Rugraad Verbeke, 2001), should be the focus
of attention. The selection of subsidiaries fronthim a single county for the research may
also limit the study’s external validity, althougiis approach has been used extensively in
subsidiary research (e.g., Crookell, 1987, Birkawh1997, Taggart, 1998a, Delany, 2000,
Garcia-Pont et al., 2009). Geographical bias cteldeduced by sampling subsidiaries from
several countries simultaneously as until resetasts the robustness of the proposed model
its application may only be valid for the singleunotry where the selected subsidiaries are

located.
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7.6.4 Content Validity
Finally, this study adopts existing measures wipagsible which offer a solid base in terms

of validity. The most important area where the apph varies from this strategy is in
developing the new horizontal strategic activittgsmiddle managers. These variables are
developed for the study through a process of inyason of the literature and qualitative
research with industry experts. The tests carrigdirothe methodology section confirm the

content validity of these measures.

7.7  Other Areas for Future Research
The findings from this research represent an eagi@nd valuable contribution to our

knowledge of middle management strategic activiitethe subsidiary general manager level
of the MNC. However as an exploratory investigatibhighlights opportunities for future
research. As outlined in the recommendations, tildysvould benefit from a wider range of
geographical areas. In addition, examination ofakiended framework would benefit from
longitudinal analysis. Further areas for reseaneh autlined under the four directions of

middle manager influence.

7.7.1 Downward Strategic Influence
The Entrepreneur

Subsidiary managers are identified as importantrcgsu of entrepreneurship in MNCs
(Birkinshaw, 1997, Birkinshaw, 1999, Delany, 200@hwever, the findings in this study in
relation to entrepreneurship at the subsidiary mameent level are unclear. In fact, managers
do not identify very strongly with the idea thaeyhare entrepreneurs. Instead managers
identify more clearly with more subtle activitieg sirategic influence rather than divergent
forms of entrepreneurship. Future research needsddlve more deeply into the

entrepreneurial management practices of subsidiayagers within their own unit. A better
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understanding of the links between downward stratagtivities at the middle management
level and entrepreneurship would greatly increabe understanding of corporate

entrepreneurship (Hornsby et al., 2002).

7.7.2 Upward Strategic Influence
The Subsidiary Headquarters Relationship

Research highlights the importance of headquartemtzon for subsidiaries in MNCs
(Ambos and Birkinshaw, 2010, Bouquet and Birkinsha@08a, Bouquet and Birkinshaw,
2008b, Bouquet and Birkinshaw, 2011). This resedoduses on two specific strategic
activities which subsidiary managers engage in tvetbp their relationship with
headquarters. Research shows that there are fulthremsions such as political aspects
which also influence this relationship (Dorrenbactend Gammelgaard, 2011). For
subsidiary managers, their relationship with headigus may be the most important resource
they have (Ambos and Birkinshaw, 2010). Futureaeseneeds to continue to uncover the
specific links between upward strategic activity &ime relationship between a subsidiary and

its headquarters.

7.7.3 Internal Horizontal Influence
Internal Embeddedness

Research has only begun to uncover the importahdaternal embeddedness for MNC
subsidiairies (Yamin and Andersson, 2011, Ciabustlal., 2011, Garcia-Pont et al., 2009).
This study uncovers the internal horizontal strategtivities of the MNC middle manager.
The links between these internal horizontal stiategtivities and internal embededdness
needs to be looked at more in depth. Future relseseds to focus on the link between these
two activities. Subsidiaries can become internaiybeddeded within the operation, the

capability and the strategic level of the orgamsatiGarcia-Pont et al., 2009). Research
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needs to uncover how different subsidiary managérhenzontal strategic activities are

related to the development of different levelsmaérnal embededdness.

7.7.4 External Horizontal Influence
External Embededdness

The importance of subsidiary external embeddedf@s8/NC is well established in the
literature (Andersson et al., 2002, Andersson.eR807, Forsgren et al., 2005). However, the
antecedents of external embededness at the sulgdelial are not that well known (Nell and
Ambos, 2013). This study takes an important stewdad in uncovering horizontal external
strategic activities for subsidiary managers. Faittgsearch needs to go a step further and
study the links between subsidiary managers engagihorizontal external activities and the

development of different levels of external embehtass.

7.8  Other Themes

7.8.1 Strategic Problem Solvers
A stand out theme in this research is the impodananagers placed on getting a reputation

as problem solvers. Managers state that it wasmough to just get a reputation for being
good. Subsidiaries need to have a track recoraloing problems. Therefore you don’t say
no to business. This often entails Irish subsidstaking on difficult business cases which
other subsidiaries do not want but over time thpwactive stance on solving problems
increases the level of positive attention the gsiisy got. Of course this creates a high
pressure environment for the management workinghé subsidiary but it is a common
theme across all of the companies. Managers g$tatdaheir “Can Do” reputation has saved

them when the cost of doing business in Irelandrhade their units very prone to relocation.
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7.8.2 Subsidiary Strategy in Your Spare Time!
One of the most notable themes is how senior sidngicthanagement describe, when they

develop strategy for their own unit. Numerous manggutline that their day to day role in
the subsidiary is all about the MNC. When it cortesleveloping strategy for the future of
the subsidiary they do this on top of their day. jManagers consistently state that to be
successful you need to be committed enough to @ivgour spare time to the future of the
unit. This also reflects the view that the manduggs to prioritise their role in the MNC. If
that isn’t done correctly there is no starting poBut once that is done, managers regularly

meet late into the night to discuss areas whenedhr push the agenda of their subsidiary.

7.8.3 Strategic HR
An interesting theme which emerges is how subselagrow their operations through a

process of strategic HR recruitment. Within largBl@®4 there is potential to apply for jobs
within the internal recruitment process of the camp The HR function in the subsidiary
actively identifies important roles and appropriataff within their unit. They then groom
their staff through various training processes teefoutting them forward for the specific
roles. This strategy has two potential goals. Kirshey identify that if employees from the
Irish subsidiary go to work around the world withihee company this opens up ready-made
internal management links which could become ctumv@nues for the company. A more
long term goal is that if the employee is succdssfiough they will establish themselves as
key strategic players in the organisation. Thensome occasions the Irish manager can
become so important that will bring an entire fumatwith them back to the Irish subsidiary.
This process of growth through HR is a fascinatyigwth strategy which a number of

subsidiaries are actively engaged in.
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7.9  Concluding Comments
The compelling theme to emerge from this studyhaé tnvestigating the strategic activities

of the subsidiary general manager contributes touaderstanding of how strategy develops
in large organisations. This is demonstrated byfitidings in relation to the three research
objectives in this study. Firstly, it is confirmédat middle managers influence the vertical
and horizontal strategy flows in organisations. delty, it is established that antecedent
factors at multiple levels influence their ability engage in strategic influence. Thirdly,
relationships are determined between strategiuenftes at the middle management level
and outcomes at the intermediate level which ar@ontant contributors to overall
performance. These insights represent a partigulamportant contribution to our
understanding of the strategic activities of midal@nagers and the impact of these activities
on the organisation. This is a critical insight,deemed by one subsidiary general manager,
‘We are more important than many people know. Watsa critical point in the organisation
and we have access to information that senior m@anagt just don’t have. The activities we

engage in are a critical force inside the orgaiusat
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APPENDIX 1: Summary of Hypotheses

ANTECEDENTS

Autonomy
Hypothesis la: There is a positive relationshipagen strategic autonomy and MNC
middle manager strategic activities, except foplementing deliberate

strategy which is a negative relationship.

Hypothesis 1b: There is a positive relationshipwaen product autonomy and MNC
middle manager strategic activities, except foplementing deliberate

strategy which is a negative relationship.

Strategy Formation Mode
Hypothesis 2a: There is a positive relationshipwsen emergent strategy formation
mode and MNC middle manager strategic activiteesept for implementing

deliberate strategy which is a negative relatiups

Hypothesis 2b: There is a negative relationshipneen formal strategy formation

mode and MNC middle manager strategic activiteesept for implementing

deliberate strategy which is a positive relatibips
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Capabilities
Hypothesis 3a: There is a positive relationshiprsen strategic capabilities and
MNC middle manager strategic activities, exceptimplementing deliberate

strategy which is a negative relationship.

Hypothesis 3b: There is a positive relationshiprusen strategic capabilities and
MNC middle manager strategic activities, exceptimplementing deliberate

strategy which is a negative relationship.

Individual Competence

Hypothesis 4a: There is a positive relationshipaeen individual managerial

competence and MNC middle manager strategicitiesv

Hypothesis 4b: There is a positive relationshigwaen individual entrepreneurial

managerial competence and MNC middle managetegi@aactivities.
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OUTCOMES
Hypothesis 5: There is a positive relationship lestw subsidiary manager strategic

activities and the strategic learning capabildthe subsidiary.

Hypothesis 6: There is a positive relationship wsubsidiary manager strategic activities

and subsidiary initiative.

Hypothesis 7: There is a positive relationship et subsidiary manager strategic activities

and the strategic creativity of the subsidiary.

Hypothesis 8: There is a positive relationship et subsidiary manager strategic activities

and the strategic implementation success ofbsidiary.

Hypothesis 9: There is a positive relationship et subsidiary manager strategic

activities and an entrepreneurial subsidiary $&gic posture.

Hypothesis 10a: There will be a positive relatiopshetween subsidiary manager strategic

activities and subsidiary financial performance.

Hypothesis 10b: There will be a positive relatiopshetween subsidiary manager strategic

activities and subsidiary operational performanc
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APPENDIX 2: Interview Schedule

1. How would you describe your role within the subarg?

2. Describe how your subsidiary fits within the ovemaganisation?

3. How do subsidiary managers interlink with headagrarand sister subsidiaries?

4. How does your subsidiary approach strategy devetopn

5. What is the role of the top management team irsttaegy development process?

6. How would you describe your subsidiary’s culture?

7. What type of resources/capabilities are most ingmartor your subsidiary?

8. In general, what are the most important elemeny®ur subsidiary’s business

environment?

9. How does your subsidiary respond to key challemgése business environment?

10.What do you believe are the main contributors tus&liary performance?

274



APPENDIX 3: Initial Cover Letter

14" November 2011
Dear

We are undertaking a major review of senior managemractices within Irish subsidiaries of Multi-
National Corporations (MNCs). We believe that byamining relationships between subsidiary
management processes and subsidiary position wili@norganisation, we will be able to provide
practitioners and policy makers with some key ihtsg

The project is a major undertaking led jointly HyetDublin Institute of Technology and
University College Dublin, with the support of théDA . Success depends entirely on achieving
sufficient responses from senior management ofidialnes, regardless of subsidiary size or nattire o
operations. Your position as a senior executivarointernational organisation operating within the
Irish community places you in an ideal positiorcemtribute by completing the attached questionnaire
(which  pre-tests indicate will take circa 20 mirg)te or the online survey at
www.subsidiarystrateqy.com All responses arstrictly anonymous and confidentiaind only
aggregate statistical data will be included infthal report.

We realise that your time and experience are véduatd we greatly appreciate your participation. In
appreciation we will hold a series of seminarstmnresults later next year, and would be delighted
invite you or to provide you with a copy of our dinreport — just enclose a business card or
compliment slip with your response. As an addeeérntize, we will make a donation @ur Lady’s
Children’s Hospital, Crumlin for every returned questionnaire. We would likejiee as much as
possible to this deserving cause.

Should you have any queries or require furtherrindion, please contact the project manager, Dénal
O’Brien at (01) 4027193 or email donal.obrien@dlit.i

Many thanks for your time and consideration.

Yours sincerely

Dr. Pat Gibbons Dr. Pamela SharBeott Dénal
O’Brien
Prof. Corporate Planning, UCD Reske#ellow, DIT PhD

Researcher, DIT
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APPENDIX 4: Questionnaire Follow up, 2¢ Letter

14" December 2011
Dear

We recently sent you a questionnaire as part ofnoajor review of senior management practices
within Irish Subsidiaries of Multi-National Corpdians (MNCs). As you may recall participation in
the survey is anonymous, so we cannot track reggot®r this reason if you have already returned
your completed questionnaire, please accept otefgiahanks.

If you have not yet participated in this signifitatudy and you would be willing to do so, we eselo

a fresh copy of the questionnaire and a FREEPORY emvelope. The survey is also available online
at www.subsidiarystrateqy.com As mentioned before the project is a major uradkéng led
jointly by theDublin Institute of Technology andUniversity College Dublin, with the support

of the IDA. We believe the study will provide useful insigir$o subsidiary management practices
for both practitioners and policy makers. All respes arestrictly anonymous and confidentiahd
only aggregate statistical data will be includedthia final report.

As a token of our thanks, we will make a donatim®@ur Lady’s Children’s Hospital, Crumlin

for every returned questionnaire and also inviteigipants to a series of seminars on the resultls/a

or provide a written report of our findings (justobose a business card of letterhead in the return
envelope).

Should you have any queries or require furtherrmégion, please contact the project manager, Dénal
O’Brien at (01) 4027193 or email donal.obrien@dlit.i

Many thanks for your time and consideration.

Yours sincerely

Dr. Pat Gibbons Dr. Pamela SharBeott Dénal
O’'Brien
Prof. Corporate Planning, UCD Resledellow, DIT PhD

Researcher, DIT
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APPENDIX 5: Questionnaire
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