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ABSTRACT 
 
Through an extensive literature review it was concluded that there is a substantial lack of 

understanding of headquarters’ approval processes of foreign subsidiary initiatives. This study 

thus adds to the extant research on subsidiary initiatives, which is still a rather unexplored and 

theoretically fragmented field of study. Research within the subsidiary initiative stream of 

literature suggests that subsidiaries themselves should take an entrepreneurial stance and come 

up with “initiatives” to get recognition and leverage their unique capabilities. Accordingly, 

researchers have argued that subsidiaries should develop and present subsidiary initiatives in 

order to get their resources and capabilities recognized and leveraged into firm-specific 

competitive advantage. 

 

The purpose of this study was to identify and investigate the underlying conditions behind 

headquarters’ acceptance or rejection of initiatives originating from MNCs foreign subsidiaries. 

Within this overall aim we have developed and assessed a new quantitative measurement 

instrument that identifies important issues related to (1) Headquarter Attention, (2) Headquarter 

– Subsidiary Relationship, (3) Subsidiary Power and (4) Subsidiary Initiative-Selling. 

 
This study contributes to both academia and practice by providing a richer understanding of 

why some subsidiary initiatives are approved while others rejected. From the findings, we can 

conclude that, of the conditions examined, the degree of subsidiary power and how the 

subsidiary frame and present the initiative to headquarters have a significant impact on 

headquarters acceptance of submitted subsidiary initiatives. Additionally, we have successfully 

created a measurement instrument and quantified the concept of subsidiary initiative-selling as 

one identified determinant related to the headquarters’ acceptance of submitted subsidiary 

initiatives, which has not been done before. Moreover, we have found that there is a correlation 

between initiative-selling and initiative acceptance by headquarters’, this is yet a contribution 

in itself. 

 
Keywords: international business, multinational corporation, corporate entrepreneurship, 

subsidiary initiatives, resources, innovation in MNCs/MNEs, idea-management, headquarter 

attention, headquarter-subsidiary relationship, subsidiary power, issue/initiative-selling.
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1 INTRODUCTION
1.1  Background 
A central question in the field of International Business is how the multinational corporation 

(MNC) manages its international operations and how it can lead to competitive advantages 

(Ghoshal and Bartlett, 1990; Forsgren, Holm and Johanson, 2005). As the economy has shifted 

from being strictly land-based to later machine based and now knowledge based, intellectual 

capital and knowledge is developing to be the key resource for growth and value -creation 

(Dunning, 1998; Nahapiet and Ghoshal, 1998). For the MNC it is thus crucial to integrate and 

leverage knowledge originating from foreign subsidiaries, as it is a strategic foundation to 

achieve competitive advantages (Bartlett and Ghoshal, 1989; Szulanski, 1996; O’Donnell, 

2000). Buckley and Carter (1996; 1999) state that innovations in the MNC develop by the 

assimilation of knowledge flows from different sources. Therefore, subsidiary initiatives 

provide attractive opportunities and new capabilities for the MNC, partially since it is an 

important way for MNCs to tap in to new opportunities in markets around the world, but also 

because it increases internal competition among units, which in turn enhances operational 

efficiency (Birkinshaw and Fry, 1998). Broadly speaking, subsidiary initiatives are defined as 

proactive, autonomous and risk-taking activities that originate outside the home country in a 

foreign subsidiary of an MNC and are initiated by actors within the borders of the subsidiary 

(Birkinshaw, 1997). A subsidiary initiative is essentially an entrepreneurial process. 

 

Established in the consideration of the works of Schumpeter (1934; 1936; 1950) research shows 

that some subsidiaries are more innovative than others in the way that they have the ability to 

create new products, services, processes and organizational forms (Birkinshaw, 2000). Based 

on the literature of corporate entrepreneurship (cf. Miller, 1983; Burgelman, 1983; 1984; 1985; 

Stevenson and Jarillo, 1990; Zahra and Covin, 1995), authors have argued that subsidiaries 

should develop and present subsidiary initiatives to headquarters (HQ) in order to get their 

resources and capabilities recognized and leveraged into firm-specific competitive advantage 

(Ghoshal and Nohria, 1989; Birkinshaw, 1997; Birkinshaw, Hood and Jonsson, 1998; 

Birkinshaw and Hood, 1998). This as subsidiaries to a greater extent can discover new ways of 

using existing resources (Kirzner, 1973) and create new resources by combining other 

resources. This implies that subsidiaries are able to build new knowledge structures and develop 

new competitive advantages (McGrath and Gilmore, 1995). However, a fundamental issue is 

the claimed under-utilization of the foreign subsidiaries capabilities and innovations (Zanfei, 
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2000). MNCs seem to be rather reluctant to actively utilize the latent knowledge located in their 

foreign subsidiaries. Hence, many MNCs do not seem to be very strategically aggressive and 

are not driving changes in the industry, as could be expected. Instead they are merely 

responding to changes of their competitors (Knight, 1997; Lumpkin and Dess, 1996; Miller 

1983). 

 

For the subsidiary itself an initiative often aims at; extending a subsidiary’s domain or mandate, 

stabilizing or strengthen the current position of the subsidiary, or overall justifying the actual 

existence of the subsidiary (Delany, 2000). Ultimately, a large number of authors argue that 

subsidiary initiatives are undertaken with the ultimate objective of expanding the subsidiary's 

scope of responsibility, charter or mandate (Birkinshaw, 1998; Delany, 1998; 2000; Krishnan, 

2006; Sargent and Matthews, 2006). Initiatives emerging from foreign units usually depend on 

some kind of formal approval and resource allocation by the central decision-making body in 

order to be officially pursued and implemented. Hence, with the aim of getting the subsidiary 

integrated into new global innovation projects due to entrepreneurial initiative-taking, a foreign 

subsidiary can formulate initiatives and submit these to HQ. Subsequently, the HQ will decide 

whether a particular initiative should receive further attention, i.e. acceptance or rejection 

(Bouquet, Morrison and Birkinshaw, 2009; Valliere and Gegenhuber, 2012). 

1.2  Problem Discussion 
Still little is known about how, and to which degree MNCs recognize, manage and leverage the 

innovative and entrepreneurial potential of their foreign subsidiary (Håkanson and Nobel, 2000; 

2001; Nerkar and Paruchuri, 2005; Rugman, 2005; Verbeke, 2005). In fact, research shows that 

MNCs resist subsidiary initiatives unintentionally, where various forces within the organization 

resist entrepreneurial activities carried out by foreign subsidiaries of the MNC. These forces 

have been referred to as the corporate immune system, protecting and hindering the MNC to 

change (Birkinshaw and Ridderstråle, 1999; Birkinshaw and Fry 1998). The acceptance of 

subsidiary initiatives is argued by the subsidiary managers to often be determined by persistence 

and luck rather than qualification and capacity (Birkinshaw and Fry, 1998), resulting in many 

promising initiatives never taking off due to inappropriate handling. In the worst case scenario, 

this can lead to subsidiary managers not even daring to put initiatives forward because of the 

fear they will be laughed at and rejected (Birkinshaw and Ridderstråle, 1999).  
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These thoughts lead to the very core of the research problem. For subsidiaries trying to 

overcome the corporate immune system there exist an intense competition for managerial 

attention and scarce resources (Pfeffer, 1992). The initiative follows a journey where it has to 

pass several filtering processes in order become integrated. These filtering instruments are to a 

large extent governed by decision-makers at the corporate HQ, and the initiative need to pass 

through all filters in order to be accepted (Birkinshaw and Ridderstråle, 1999). It is however 

unclear why certain subsidiary initiatives overcome the immune system and are approved by 

HQ (and hence why others are rejected). Until there is a better understanding of the conditions 

that exists and how they influence the probability of subsidiary initiative acceptance by the HQ, 

it will remain unclear to which degree a corporation’s foreign units can exert influence through 

their initiatives. This results in under-utilization and even neglect of the foreign subsidiaries’ 

resources (Patel and Pavitt, 1991). 

 

Although the study of subsidiary initiatives constitutes a growing share of the literature in the 

field of International Business (Rugman, Verbeke and Yuan, 2011), there is still a profound 

lack of conceptual clarity of the phenomenon in general (cf. Schmid, Dzedek and Lehrer, 2013; 

Strutzenberger and Ambos, 2014), and of the subsidiary initiative approval process in 

particular. The majority of the research on subsidiary initiatives has focused on the emergence 

of initiatives – the role of corporate entrepreneurship in the emergence and recognition of 

subsidiary initiatives (Birkinshaw, 1997; 1998; 1999; Birkinshaw, Hood and Jonsson 1998; 

Løvas and Ghoshal; Floyd and Wooldridge, 1999; Williams and Lee, 2009), or how different 

subsidiary roles affect subsidiary entrepreneurial undertakings (Cavanagh and Freeman, 2012; 

Enright and Subramanian, 2007). It is argued that corporate entrepreneurship enhances the 

efficiency of the internal market systems, but it requires a certain level of subsidiary autonomy 

and HQ openness to “foreign” ideas (Birkinshaw (1997; 1998; 2000). It is argued that 

interactions between managers help to generate initiatives (Løvas and Ghoshal, 2000).  

 

Research has also discovered the role of subsidiary initiatives for firm-specific advantages – 

why subsidiary initiatives are important. The subsidiary cannot only contribute to firm-specific 

advantage creation, they can also drive the process through their own initiatives (Birkinshaw, 

Hood and Jansson, 1998). In order to create value for the MNC, subsidiary knowledge and 

resources need to be special, recognized by the corporate HQ and transferable to other parts of 

the MNC (Fleury, Fleury and Borini, 2012). In sum, it is contemplated that the underlying 
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subsidiary capabilities are the key to long-term mandate for the subsidiary as well as growth 

for the MNC (Birkinshaw, 1996). 

 

Regarding the actual recognition and/or acceptance of subsidiary initiatives, the literature is 

however very limited and it is difficult to identify more than one recognized quantitative 

research article on the subject (cf. Bishop, Webber and O’Neill, 2011). However, the qualitative 

and conceptual research on subsidiary initiatives, have provided a rich base for research in this 

field where some determinants have been identified but not tested or operationalized 

quantitatively (cf.  Dutton and Ashford, 1993; Dutton, Ashford and O'Neill, 1997; Dutton, 

O'Neill and Lawrance 2001). Furthermore, few studies have together measured and compared 

both HQ and subsidiary -aspects of the subsidiary initiative approval process. Thus, this study 

targets the knowledge gap in the literature by applying a broader approach; measuring several 

determinants in order to create a better understanding on the configuration and use of dispersed 

and differentiated capabilities in MNCs. 

 

From the literature review we have identified four main determinants affecting the acceptance 

of submitted subsidiary initiatives by HQ. The first one concerns HQ Attention; Bouquet and 

Birkinshaw (2008) uncovered that attention decisions are based on the subsidiary units’ 

structural position within the corporate system which can be seen as the “weight”, a top-down 

process. The subsidiary also has a “voice” of its own that it can use to attract attention i.e. a 

bottom up process. For HQ it is important to allocate its attention effectively and to the right 

initiatives in order not to miss out on other potential opportunities (Valliere & Gegenhuber, 

2012). The second one relates to the HQ – Subsidiary Relationships; Ashford et al., (1998) 

discuss that trusted relationships between the sender and receiver reduces uncertainty, which 

leads to a higher probability of initiative acceptance. The third one concerns Subsidiary Power; 

the local interests of the subsidiary do not always align with the ones of HQ or the MNC as a 

whole (Mudambi and Navarra, 2004). However, when a subsidiary possesses a high degree of 

authority in the corporate network, it can be used to influence HQ’s decision-making 

procedures in a way that suits their own interests rather than those of the firm’s (Gammelgaard, 

2009). And one last potentially important aspect is the Subsidiary Initiative-Selling; A 

subsidiary is argued to “sell” in initiatives that are in turn “bought” by HQ. The acceptance – 

probability of buying, is determined by how the subsidiary managers package and sell the 

initiative (Dutton and Ashford, 1993, Dutton et al. 2001). 
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1.3  Research Aim and Research Questions 
Based on the above, the purpose of this study is to identify and investigate the underlying 

conditions behind HQs’ acceptance of initiatives originating from MNCs foreign subsidiaries.  

 

With this purpose, four (4) research questions have been developed: 

 

x To what extent does issues related to HQ attention affect the HQ’s acceptance of 

subsidiary initiatives? 

x To what extent does the relationship between the HQ and the subsidiary affect HQ’s 

acceptance of subsidiary initiatives? 

x To what extent does the subsidiary’s power position within the MNC affect HQ’s 

acceptance of subsidiary initiatives? 

x To what extent does subsidiaries’ initiative-selling activities affect HQ’s acceptance of 

subsidiary initiatives? 

 

The study will thus provide: (1) a conceptual framework of the conditions behind HQ 

acceptance of subsidiary initiatives and (2) an operationalization of the conceptual framework 

in order provide quantitative and generalizable data on the subsidiary initiative approval 

process. 

1.4 Disposition 
This first chapter has established an introduction to the topic of subsidiary initiatives and 

provided the aim of the study. In the subsequent chapter we will present the theoretical 

framework on which the study is based upon. This is followed by a review of the 

methodological approach, and a presentation of the empirical findings. The final sections 

analyse the results and conclude by highlighting implications for theory and practice.   
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2 THEORETICAL BACKGROUND 

2.1  Subsidiary Evolution 
Early conceptualizations of MNCs has had a strict hierarchical focus where HQ is seen as the 

ultimate commander that directed operations, assigned roles for the subsidiary and steered the 

organization forward (Hymer 1960; 1976; Buckley and Casson 1976; 1985; Perlmutter, 1969; 

Vernon 1966; 1979). This view implies that all growth and value-creation activities were 

invented at the level of the corporate HQ. Later views of the MNCs, such as a geographically 

dispersed and differentiated MNC instead recognize that the subsidiaries themselves possess 

distinctive resources, and to enable innovation it is important to acknowledge that the 

subsidiaries needed higher autonomy and freedom (Hedlund, 1986; Ghoshal and Bartlett, 1988; 

Pinchot, 1985). This paved way to an understanding of the subsidiary as a semi-autonomous 

unit within a separated system (Birkinshaw and Hood, 1998). The subsidiaries were recognized 

to have both high embeddedness in the local environment as well as in the corporate structure 

(cf. transnational model by Bartlett and Ghoshal, 1989). The MNC is thus viewed as a 

transnational organisation with a constant flow of capital, products and knowledge (Bartlett and 

Ghoshal, 1989; Gupta and Govindarajan, 1991).  

 

Following the transnational organization model, one can see the MNC from a business network 

perspective, where the firm comprises of a network of semi-autonomous subsidiaries located in 

distinct sovereign jurisdictions (Hedlund, 1986; Ghoshal and Bartlett, 1990; Ghoshal, Korine, 

and Szulanski, 1994; Nohria and Ghoshal, 1997). Therefore, firm internationalization as a result 

of globalization can be described in line with Johanson and Vahlne (1990) as a progress in 

which relationships are frequently established, developed, maintained and dissolved in order to 

achieve the firm’s objectives. Subsidiaries are recognized to have relationships with other actors 

in their foreign local environment (Andersson and Forsgren, 1996; Forsgren, Holm and 

Johanson, 2005), through which they can create and add new value to the MNC. The success 

of MNCs is therefore related to their capacity of assimilating, generating and integrating 

knowledge within and across the foreign subsidiaries (Bartlett and Ghoshal, 1989; Hedlund, 

1994). Accordingly, subsidiaries have become creators of competitive advantages that shape 

the strategies of the MNC rather than just implementers of HQ’s strategies (Cantwell and 

Mudambi, 2005; Rugman and Verbeke, 1992; 2001; 2003). 
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Although different subsidiary typologies still exist which define the role, objectives and scope 

of the subsidiaries’ operations (Pearce, 1992; 1999). These have been classified into local 

implementers, specialized contributors and world-mandates (Birkinshaw and Morrison, 1995). 

Which typology the subsidiary classifies into is affected by for instance the attitudes of HQ as 

well as contextual factors such as the industry (Perlmutter, 1969). The mandates evolve over 

time and can be both gained and lost to others within the corporate system (Birkinshaw, 1996). 

World mandate subsidiaries are argued to have the strongest entrepreneurial capabilities (White 

and Poytner, 1984; D’Cruz 1986; Bartlett and Ghoshal, 1986; Jarillo and Martinez; Gupta and 

Govindarajan, 1991; Roth and Morrison, 1992) and thus they are most likely subsidiaries who 

explore new business opportunities and put forward initiatives to HQ. 

 

For world mandate subsidiaries, the HQ will not specifically dictate what to do within the local 

markets, rather it is the local subsidiary managers’ responsibility to think of the local 

marketplace (Birkinshaw and Fry, 1998). Hence, this should lead to subsidiary initiatives within 

the boundaries of the MNC, as even world mandate subsidiaries do not have complete 

autonomy (Roth and Morrison, 1992). Hence the local subsidiary managers understand the local 

marketplace better than managers at HQ (Nonaka, 1994; Birkinshaw and Fry, 1998). HQ 

provides the subsidiaries with the necessary tools to operate (resources), which can be seen as 

the elementary building blocks to the subsidiary’s capabilities. However, it is the subsidiaries 

own responsibility to effectively implement and use them (Birkinshaw and Hood, 1998). 

Therefore, as these subsidiaries have rather free reign to pursue opportunities, initiatives often 

occur without explicit approval from the HQ. However, when the project has proven to be of 

value for the MNC, the HQ will “buy” the idea in order to implement it across the MNC (Reilly, 

Scott and Mangematin, 2012). Nevertheless, this process is not straightforward, due to the 

resistance for recognizing valuable innovations from foreign subsidiaries. Sometimes it is also 

problematic as HQs are expected by the subsidiaries to make certain decisions and involve 

themselves in the subsidiaries’ processes, even though they do not always have better 

knowledge than the subsidiary (Ciabuschi, Forsgren and Martín, 2012).  

2.2  Subsidiary Initiatives 
Based on insights from the field of entrepreneurship (Verbeke, Chrisman and Yuan, 2007) and 

grounded on work by for example Kanter (1982) and Miller (1983), an initiative is defined as 

a “discrete, proactive undertaking that advances a new way for the MNC to use or expand its 

resources” (Birkinshaw, 1997:207). Important to note is that an initiative is seen as a “bounded 
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process”, in the sense that it begins with the identification of an opportunity and culminates 

with the commitment of resources to that particular undertaking (Birkinshaw, 1997). 

 

Regarding the conceptualization of subsidiary initiatives, the most common approach has been 

to focus on origin, i.e. internal or external -initiatives. Internal initiatives are focused towards 

network optimization; identification of new business opportunities within the existing 

boundaries of the MNC. Whereas external initiatives are focused on market development; 

identification of new business opportunities in the subsidiary’s marketplace (Birkinshaw, 1998; 

Birkinshaw and Ridderstråle, 1999). External initiatives have also been further established as 

local market/global market initiatives and internal market/global-internal hybrid initiatives 

(Birkinshaw, 1997; 1998; 2000).  An alternative way of categorizing subsidiary initiatives has 

been presented by Delany (1998; 2000) who categorizes initiatives in accordance with the 

subsidiary mandate. In short, an initiative can (1) either extend a subsidiary mandate, or (2) 

defend a subsidiary’s network position, or (3) stabilize it. The subsidiary may aim to introduce 

new e.g. products at existing local/global markets or set up new business ventures (Birkinshaw, 

1997; 1998; 2000; Verbeke et al., 2007). 

 

Subsidiary initiatives are in our study defined as proactive, autonomous and risk-taking 

business opportunities that originate outside the home country in a foreign subsidiary of an 

MNC and are initiated by actors within the borders of the subsidiary. It is aimed at changing, 

expanding or renewing the operations of the subsidiary and/or the MNC. This broad definition 

means it can be anything from improving logistics channels to innovating new 

products/services or management systems. Eckhardt and Shane (2003) conceptualize such 

entrepreneurial opportunities as; “situations in which new goods, services, raw materials, 

markets and organising methods can be introduced through the formation of new means, ends 

or means-ends relationships” (Eckhardt and Shane, 2003:336). 

2.3  Theoretical Overview 
From an extensive literature review we have identified a number of potential influencing 

determinants behind the HQ’s acceptance of subsidiaries’ submitted initiatives. These are (1) 

Headquarter attention, (2) Headquarter – Subsidiary Relationship, (3) Subsidiary Power, and 

(4) Subsidiary Initiative-Selling. 
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2.3.1 The Nature of Headquarter Attention 
Ocasio (1997) introduced the concept of attention in firm behaviour and argued that what 

decision-makers do is dependent on the issues and answers they focus their attention on. The 

issues decision-makers focus on are consequently dependent on the specific situation and how 

resources and relationships are structured – this also incorporates specific communication 

procedures. As a result, HQs needs to focus their attention on the subsidiaries in order to accept 

the right initiatives, which in turn is dependent on the situation they find themselves in and the 

structural conditions of the MNC. The amount of attention a subsidiary receives is reliant on 

numerous factors such as the structural, strategical and relational position within the MNC and 

the subsidiary managers’ ability to attract attention (Bouquet and Birkinshaw, 2008). 

 

Broadly, managerial attention implies the noticing, encoding, interpreting and focusing of time 

and effort by organizational decision-makers on both issues/problems and answers/solutions 

(Ocasio, 1997). The attention is guided by dispersed processes and the channels of decision-

making, through which information streams by people’s engagement in dialog (Ocasio and 

Joseph, 2005). Attention is by nature selective and it is difficult to select the correct focus when 

many potentially available stimuli exist (Pashler, 1998). Thus, the HQ needs to allocate its 

attention effectively in order not to miss out on potential opportunities identified by the 

subsidiaries (Bouquet et al., 2009; Valliere and Gegenhuber, 2012). Moreover, it means not 

only that attention to one issue is a loss of attention to other issues, but one subsidiary will 

always “win” at the cost of another (Birkinshaw, 2011). 

2.3.2 The Nature of Headquarter – Subsidiary Relationship 
It has been suggested that personal relationships between the subsidiary and HQ -managers 

increases the probability for initiative acceptance (Birkinshaw, 1998; Birkinshaw and 

Ridderstråle, 1999). Ashford, Rothbard, Piderit and Dutton (1998) explicitly contend that 

trusted relationships between the sender and receiver reduces uncertainty, therefore it should 

lead to a higher probability of acceptance by the receiver.  Traditionally, the HQ-subsidiary 

relationship has been investigated through a principal-agent approach, where social 

relationships are seen as the interaction between the principal and agent (Roth and O'Donnell, 

1996; O’Donnel, 2000). Conflicting notions, values and goals between the parties creates 

problems, which can result in monitoring behaviour by the principal (Jensen and Meckling, 

1976; Eisenhardt, 1989). However, mutual adaption of activities such as operating procedures 

or business practices can increase the “embeddedness” of the relationship (Andersson, 

Björkman and Forsgren 2005). 
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The distance to the recipient creates difficulties in communication as cultural and institutional 

barriers increase (Hofstede, 2001; Ling et al., 2005; Verbeke and Yuan, 2005; Boschma, 2005; 

Leamer and Storper, 2001). Thus, communication costs increase for subsidiaries located far 

away from HQ, as a result it impedes personal interaction and information exchange (Johanson 

and Wiedersheim-Paul, 1975). Moreover, differentiating attitudes and appreciations due to 

cultural differences increases the risk for intergroup conflict (Phal and Roth, 1993). As such it 

may become tougher for the subsidiary to “sell” the initiative to HQ. 

2.3.3 The Nature of Subsidiary Power 
Grounded on work by Weber (1925) power is defined as the ability to impose a will upon others 

despite resistance (Blau, 1963). It is to influence people’s behaviour and decision outcomes 

(Galbriath, 1983; Pfeffer, 1981). It is also relative in the way that each actor has a unique 

position to the other parties, domain specific and socially constructed implying that it depends 

on the perspective as different interpretations exist (Birkinshaw and Ridderstråle 1999; 

Mudambi, Pedersen and Andersson, 2014; Hickson, Hinings, Schneck and Pennings 1971; 

Pfeffer, 1981). Furthermore, it can be both in the form of structural power – legally granted 

authority (Weber, 1947) or resource-based, when one has control of valuable assets and thus 

involved in the decision-making process; participation power (Pfeffer and Salancik, 1974, 

1978; March, 1995). However, subsidiary power is not always used in the best interest of the 

whole MNC. Often subsidiaries use their power to influence MNC’s decisions to favour their 

own interests at the expense of the MNC (Ciabuschi, Dellestrand and Kappen, 2012; 

Andersson, Forsgren and Holm, 2007). The sustainability of different power positions varies, 

HQ can retain some degree of power by monitoring and control, accordingly restricting 

subsidiary autonomy which prevents exploration and leveraging of new business opportunities 

(Birkinshaw and Ridderstråle, 1999; Dörrenbächer and Gammelgaard, 2011).  

 

HQs needs to learn about subsidiary processes in order to be able to add value by planning, 

coordinating and improving (Foss, 1997), but as time and resources are limited they cannot 

learn everything from all subsidiaries. As a result, they often suffer from “sheer ignorance” – 

they do not know what they do not know (Ciabuschi, Dellestand and Kappen, 2011). This 

implies that HQ overestimates their knowledge base, or as Hymer (1970:442) puts it; “in the 

giant corporation of today, managers rule from top of skyscrapers; on a clear day, they can 

almost see the world”. Suggesting that a HQ can see far away but not anything in depth, note 

that subsidiaries are highly embedded in the local context (Forsgren et al., 2005). HQs are only 

partly able to control and leverage links among key constituents since the heterarchical MNC 
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operates in different economic, social and institutional environments (Ghoshal and Bartlett, 

1990; Yamin and Forsgren, 2006), which results in greater subsidiary power. The power of a 

subsidiary is claimed to be the subsidiary’s ability to influence the HQ in its decision-making 

procedures (Gammelgaard, 2009). 

2.3.4 Subsidiary Initiative-Selling Activities 
The term subsidiary initiative-selling stems from the concept of “issue-selling” which refers to 

the process when individuals affect others attention and understanding to specific happenings 

that determine organizational performance (Gammelgaard, 2009; Dutton et al. 2001). The 

issue-selling process can be explained by conceptualizing the organization as an open market 

of ideas, where different initiatives are “marketed” and “sold” by the subsidiaries. HQs are the 

decision-makers and thus the buyers (Dutton and Ashford, 1993; Dutton et al., 2001). Research 

on “issue-selling” has shown that the way in which initiatives are formulated (framed) and 

promoted (packaged) towards top management is essential for acceptance (Dutton et al., 1997; 

Ashford et al., 1998; Dutton et al., 2002). Howard-Greenville (2007) concludes that there is no 

such thing as one-best way to sell issues, rather it has to be adjusted to the situation and context. 

However, the selling skills and abilities can be learned and improved through experience. 

Similarly, Ling, Steven, Floyd and Baldridge, (2005) argue that different strategies should be 

utilized in different locations due to cultural differences. Issue-selling is not a straightforward 

process, but rather dependent on HQ’s willingness to listen, supportive behaviour and openness. 

Moreover, the first step of selling initiation is reliant on the subsidiary’s perception that it will 

be successful and that the MNC will benefit from the initiative c.f. expectancy theory (Dutton 

and Ashford, 1993; De Clercq, Castañer and Belausteguigoitia, 2011; Dutton et al., 2001). 

Henceforth, we will refer to the issue-selling process as the initiative-selling process. 

 

Table 1 on the following page highlights some key findings from previous research, categorized 

into “HQ Attention and Subsidiary Profile Building”, “HQ-Subsidiary Relationship”, 

“Subsidiary Power and Subsidiary Independence”, “Subsidiary Initiative-Selling”.
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Concept Research focus Study/year Key conclusions 

HQ Attention and Subsidiary 
Profile Building 

 
How HQ recognizes and gives 
credit to the subsidiary for its 
contribution to the MNC and the 
effects on subsidiary initiatives 
acceptance 

Ocasio (1997; 2011)  
Ocasio and Joseph (2005)  
Bouquet and Birkinshaw (2008)  
Valliere and Gegenhuber (2012)  
Ambos, Andersson and Birkinshaw (2008)  
Ambos and Birkinshaw (2010) 

Subsidiaries compete for organizational attention from HQ. What decision-
makers do is dependent on the issues and answers they focus their attention 
on which is dependent on the situation and relations 

 
Attention decisions are based on structural positions that subsidiary units 
occupy within the corporate system – the weight. The subsidiary also has a 
voice of its own that it can use to attract attention 

HQ-Subsidiary Relationship 

 
 
 
HQ-subsidiary relations in the 
setting of subsidiary initiative 
approval process 

Ashford et al., (1998) 
Dutton et al., (1997) 
Tsai and Ghoshal (1998);  
Yli-Renko, Autio and Sapienza (2001) 
Li, (2005) 
Harvey and Novicevic (2002) 
Dellestrand (2011) 
Bouquet and Birkinshaw (2008) 

Trusted relationships between HQ and subsidiaries reduces uncertainty 
which enables effective knowledge transfer and value creation 

 
The willingness to put forward initiatives is related to the receivers’ 
willingness to listen and geographical proximity to the HQ fosters more 
intense interaction 
 
Integration and coordination can legitimize future initiatives 

Subsidiary Power and 
Subsidiary Independence 

 
 
Subsidiary influence in the 
initiative approval process and 
intra-MNC knowledge flows as a 
determinant for subsidiary 
bargaining power 
 

Ambos, Andersson and Birkinshaw (2010) 
Ahituv and Carmi (2007) 
Birkinshaw and Ridderstråle (1999) 
Gammelgaard (2009) 
Mudambi and Navarra (2004) 
Ciabuschi et al., (2012) 
Mudambi et al., (2014) 
Roth and Morrison (1990) 
Roth et al., (1991) 

Subsidiaries with more information have more power and the power can be 
used to influence decision-making process in the MNC 

 
Power increases autonomy which fosters innovation, thus independent 
actions can be taken which makes it easier for the subsidiary to adapt the 
business to the local environment and address local demands 

 
Power can either be granted or resource-based 

Subsidiary Initiative-Selling 

 
 
How the subsidiary is “selling” 
issues/initiatives to HQ and how 
the selling process affects 
acceptance 

Dutton and Ashford (1993) 
Dutton et al., (1997) 
Ashford et al., (1998) 
Dutton et al., (2001) 
Dutton et al., (2002) 
Ling et al., (2005) 
Bishop et al., (2011) 
Howard-Greenville (2007) 

 
 
The way in which middle management formulate (frame) and promote 
(package) ideas to top management is essential for initiative acceptance 

 
Personal relationships and active selling to corporate decision-makers 
determines success 

Table 1. Theoretical Summary (authors own).
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2.4  Hypotheses Development 

2.4.1 Headquarter Positive Attention 
A foreign subsidiary receives attention in accordance to the structural position of the subsidiary 

within the MNC network (Bouquet and Birkinshaw, 2008). This is referred to as the 

subsidiary’s weight and encompasses the strategic significance of the subsidiary’s local market 

and the power of the subsidiary within the MNC. Positive HQ attention affects the extent to 

which HQ recognizes and gives credit to the subsidiary for its contribution to the MNC as a 

whole (Ambos, Andersson and Birkinshaw, 2010). Research has shown that subsidiaries with 

a high level of strategic choice perform better than their peers when receiving positive attention 

from the HQ (Bouquet and Birkinshaw, 2008; Ambos and Birkinshaw, 2010).  

 

In a rapidly changing environment, attention can easily be misallocated and important 

environmental cues may be missed or incorrectly interpreted (Valliere and Gegenhuber, 2012). 

Positive attention can be in the form of perceived level of recognition and credit given to a 

certain subsidiary in relation to other subsidiaries in the MNC. Or the level of attention gained 

by the form of discretionary resources given to the subsidiary, as a way of facilitating 

development, i.e. technologies and people. Strong communication and interaction between 

senior managers at the HQ and the subsidiary managers, enables the subsidiary to stay in contact 

with the HQ, and thus we argue it should lead to greater initiative acceptance (Bouquet and 

Birkinshaw, 2008; Ambos and Birkinshaw, 2010; Birkinshaw, Hood and Jonsson, 1998). 

Literature greatly emphasise the importance of positive attention for the subsidiary (Ocasio, 

1997; Bouquet and Birkinshaw; 2008; Ambos and Birkinshaw, 2010; Ambos et al., 2010; 

Vallliere and Gegenhuber, 2012), it is even argued that attention from HQ is the most critical, 

scarce and sought-after resource in the organization (Haas and Hansen 2001; Bouquet and 

Birkinshaw, 2008). Consequently, high levels of HQ attention could, provided the subsidiary 

have a high level of strategic choice, affect the extent to which the HQ recognizes and gives 

credit to the subsidiary for its entrepreneurial actions and activities, thus making it easier for a 

subsidiary’s initiatives to be accepted by HQ. 

 

Hypothesis 1a: The more positive attention the subsidiary receives from HQ, the higher the 

probability of HQ’s acceptance of submitted subsidiary initiatives. 
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2.4.2 Subsidiary Profile Building 

Subsidiary profile building is a set of activities by subsidiary managers that aims to improve 

the subsidiary’s image, credibility and reputation in the corporate network (Bouquet and 

Birkinshaw, 2008). The subsidiary’s profile building activities can be used to attract attention 

and is argued to be especially important when the subsidiary’s is at risk of becoming 

strategically isolated (Monteiro, Arvidsson and Birkinshaw, 2007). 

 

One aspect of profile building is the track record, how well the subsidiary has performed in the 

past compared to the HQ’s expectations. A solid track record brings confidence in the 

subsidiary and they will be seen as trustworthy within the corporate network (Bouquet and 

Birkinshaw, 2008). Another aspect is organizational commitment, which refers to the 

subsidiary’s identification with the goals and values of the organization (Porter, Steers, 

Mowday and Boulian, 1974; Meyer and Allen, 1984; 1991). HQ managers will feel an urge to 

reward “good citizenship” since a strong sense of affiliation also can reduce goal conflict and 

can serve to better align the subsidiary with the overall corporate objectives (Bouquet and 

Birkinshaw, 2008). Commitment to the HQ reduces the risk of conflict and enables the 

operations of local units to be more streamlined with the MNCs overall goals (Black and 

Gregersen, 1992; Roth and O’Donnel, 1996), which could in turn lead to a higher probability 

of initiative acceptance. A third aspect is also how the subsidiary contribute to the MNC’s 

overall goals and objectives. These efforts can mean to work with HQ in order to maintain and 

increase exposure and connections to important people at HQ, but also to demonstrate strategic 

alignment (Bouquet and Birkinshaw, 2008). In this way the subsidiary can influence the image 

others have on themselves (c.f. impression management, Goffman, 1959). It can increase the 

subsidiary’s status or future benefits (Schlenker, 1980; 1982), a higher status is believed to lead 

to higher subsidiary initiative acceptance.  

 

The reason for profile building stems from the idea that the subsidiary need to attract attention 

from HQ in order to shape the corporate agenda and build the perception that their subsidiary 

is strategically important (Bouquet and Birkinshaw, 2008). Therefore, the subsidiary could have 

a better chance of having their ideas and initiatives accepted by HQ if they are successful at 

profile building.  

 

Hypothesis 1b: The more effort the subsidiary puts into attracting HQ attention by profile 

building, the higher the probability of HQ’s acceptance of submitted subsidiary initiatives. 
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2.4.3 Headquarter – Subsidiary Relationship 

Strong working relationships between headquarters and the subsidiary is proven to be related 

to a high contributory role of the subsidiary (Birkinshaw, Hood and Jonsson, 1998). As personal 

relationships equal a strong central positon in the MNC network, these intense relationships 

between managers at HQ and the subsidiary fosters trust (Gammelgaard, 2009). Strong 

relationships also ease communication flows and makes it easier to solve conflicts (Cummings, 

1984), which further increases the likelihood of initiative acceptance (Birkinshaw, 2000).  

 

Furthermore, differentiating opinions on the role of the subsidiary have significant 

complications for the relationship (Birkinshaw, 2000). Essentially HQ wants to be in control 

and on top in order to secure long term effectiveness, however the subsidiary wants to enhance 

its own standing in the MNC network and therefore they have a need for autonomy. Hence, to 

make decisions without considerable interference from others, although other subsidiaries want 

the same. From the HQ point-of-view information on what the subsidiary is doing is important 

to ensure that the activities of the subsidiary are aligned with the corporate strategy, and to 

demonstrate to other stakeholders that HQ polices are implemented (Ghoshal and Bartlett, 

1988; Ghoshal and Nohria, 1989). Birkinshaw (1998; 2000) argues that if the subsidiary 

overestimates its role in the relationship, initiatives will by HQ be seen as “empire-building” 

and thus rejected. Moreover, it will give reason for HQ to increase control and this control 

behaviour consequently leads to less shared interest and less co-operation (Phal and Roth, 

1993). This is interrelated, as poor cooperation and will lead to a greater HQ control and in 

essence a less effective relationship (Phal and Roth, 1993). On the other hand, if HQ 

overestimates the role of the subsidiary, any unexploited opportunities will be seen as losses 

and the subsidiary will be viewed as passive (Birkinshaw, 2000). 

 

A person’s attitude towards someone or something that is familiar, is often based on preference, 

satisfaction and performance of that someone or something (cf. Garbarino and Johnson, 1999). 

From an organizational perspective, HQ’s attitudes towards a subsidiary would thus be affected 

by their previous performance in comparison to expectations and preferences from the HQ. 

Thus HQ’s willingness to listen and how supportive they are to the subsidiary’s ideas will be 

affected as a result of previous experiences, i.e. their satisfaction of the subsidiary’s previous 

performance (cf. Garbarino and Johnson, 1999). Phal and Roth (1993) argues in line with 

Bartlett (1983) that the establishment of a supportive corporate culture increases socialization 

which reduces cultural differences and increases commitment to the organization. In the context 
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of subsidiary initiatives Dutton et al. (1997) argues that the willingness to put forward initiatives 

is related to the receivers’ willingness to listen. 

 

Studies have also shown that trust and commitment between different business units are 

important for effective knowledge transfer and value creation (Tsai and Ghoshal, 1998; Yli-

Renko, Autio and Sapienza, 2001; Li, 2005).  In order to invest and assign resources to a 

subsidiary’s ideas and initiatives it is thus crucial for the HQ to trust the subsidiary not only to 

be successful, but also to share new knowledge with other business units in the corporate 

network (cf. Tsai and Ghoshal, 1998; Li, 2005). Trust is moreover important as it safeguards 

for opportunistic behaviour and “empire building”. HQ’s coordination and value creating 

abilities is dependent on the knowledge they possess of the subsidiary’s capabilities (Goold and 

Campbell, 1998). However, trust can to some extent substitute knowledge, but not completely 

(Heumer, von Krogh and Roos, 1998). For instance, if the HQ lacks certain knowledge they 

can let a middleman handle some of the decision-making (Holm, Forsgren and Johanson, 2015). 

Morgan and Hunt, (1994) describe trust as one of the most important components for achieving 

a successful relationship. Trust can be defined as the willingness to be vulnerable to actions by 

another party (Mayer, Davis, and Schoorman, 1995; Mishra and Morrissey, 1990; Rousseau, 

Sitkin, Burt and Camerer, 1998; Doney, Cannon, and Mullen, 1998; Mayer and Davis, 1999).  

 

In sum, the way that an open HQ environment allows for greater commitment and collaboration, 

HQ will be more willing to listen to initiatives from their subsidiaries (De Clercq et al., 2011). 

In addition, when a relationship is perceived as trustworthy and friendly it grants a notion of 

security. This enhances the senders’ perception that the initiative will receive serious 

consideration and thus it promotes the perception of the initiative-taking as trustworthy (Ling 

et al., 2005). Therefore, a strong relationship is likely to enhance the possibility of an initiative 

acceptance by the HQ. 

 

Hypothesis 2: The stronger relationship between the subsidiary and HQ, the higher the 

probability of HQ’s acceptance of submitted subsidiary initiatives. 

2.4.4 Subsidiary Power 

In resource dependence theory (Salancik and Pfeffer, 1974; 1977; 1978; March, 1994), power 

can be viewed either in the light of mutual dependency or the imbalance in dependency 

(Casciaro and Piskorski, 2005; Mudambi et al., 2014). If mutual dependency is low, it is easier 
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for HQ to substitute resources from the subsidiary and instead choose the second best 

alternative without considerable consequences (Hickson et al., 1971; Casciaro and Piskorski, 

2005; Mudambi et al., 2014). In a balanced relationship however, a claim from one actor can 

always be counteracted by claims from another (Casciaro and Piskorski, 2005). Consequently, 

power stems from one unit being dependent on another unit that controls critical resources 

(Pfeffer and Salancik, 1974; 1978; 2003). The dependence relationship can thus be used as a 

key in understanding the sources of subsidiary power (Mudambi et al., 2014). From a bottom-

up perspective of the MNC one can say that the more other units depend on a subsidiary’s 

competence in a particular function e.g. R&D, marketing, purchasing etc., the more power that 

subsidiary has in that functional domain. (Najafi-Tavani, Zaefarian and Naudé, 2015; Mudambi 

et al., 2014; Forsgren et al., 2005).  

 

As the business relationship is interdependent, it implies that the parties have control over each 

other and situations exists where the power and influence change between actors (Forsgren et 

al., 2005). This can be conceptualized as bargaining power which is the possibility to influence 

other actors in a relationship to gain authority (Mudambi and Navarra, 2004; Ciabuschi et al., 

2012). Sometimes bargaining power has been used as a measure of strategic independence, how 

self-ruling the subsidiary is (Mudambi, 1999). The more bargaining power the subsidiary has, 

the more influence it has over its own operations (Forsgren et al., 2005; Ciabuschi et al., 2012). 

From the resource dependency theory perspective, bargaining power is described as when 

subsidiaries control crucial resources and thus can influence the MNC’s strategic decisions and 

resource allocation (Mudambi et al., 2014). 

 

Consequently, if a subsidiary has high power in a specific domain, their initiatives within that 

domain should thus receive higher recognition. And since bargaining power facilitates the 

subsidiary’s innovation processes in the way that they can take independent actions and control 

of critical resources, a higher level of subsidiary power should increase the probability of 

subsidiary’s initiatives acceptance by HQ. 

 

Hypothesis 3a: The more power the subsidiary possesses, the higher the probability of HQ’s 

acceptance of submitted subsidiary initiatives. 
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2.4.5 Subsidiary Independence 

Organizations are today dependent upon having legitimacy. DiMaggio and Powell (1983; 1991) 

contend that different institutions within a system affect one another to the extent that over time 

they will become similar to each other as they are adapting common rules and norms to achieve 

legitimacy (Meyer and Rowan 1977; 1991; Baum and Oliver, 1991; Scott, 2001). MNC 

subsidiaries are exposed both to the intra-organizational institutional environment as well as 

the host country institutional environment, thus institutional duality exists (Kostova and Zaheer, 

1999; Hillman and Wan; Yang and Rivers, 2009). Hence, a subsidiary need to cope both with 

external and internal pressures to attain legitimacy (Nell, Puck and Heidenreich, 2014). 

 

At its core, legitimisation is a process that refers to justifying the right to exist. To have 

legitimacy means there is a widespread opinion or notion that the actions of one unit is 

desirable, proper or appropriate within certain socially constructed norms, values, beliefs and 

definitions (Suchman, 1995; Scott 1995; Ashforth and Gibbs, 1990). To have legitimacy in this 

context the subsidiary’s behaviour has to be accepted by the HQ (Monteiro, 2005; 

Gammelgaard, 2009). Thus legitimacy ultimately exist in the view of the observer, it is an 

important resource for acquiring other resources and autonomy (Zimmerman and Zeitz, 2002).  

 

A subsidiary’s autonomy is moreover a critical parameter for determining its position in the 

MNC network (Ambos and Birkinshaw, 2010; Ghoshal et al., 1994). If autonomy is high, the 

flexibility usually increases – responsiveness to unexpected situations (Ambos and Birkinshaw, 

2010; Harzing, 1999; Roth and Morrison, 1990; Roth, Prasanikar, Okuno-Fujiwara and Zamir. 

1991) which makes it easier to adapt the business to the local environment and address local 

demands (Ambos and Birkinshaw, 2010). Autonomy in our context is seen as the subsidiary’s 

ability to make decisions without influence from the HQ (cf. Roth and Morrison, 1992; 

Brockhoff and Schmaul 1996; Brock, 2003). 

 

Autonomy is argued to be crucial for world-mandate subsidiaries (Bartlett and Ghoshal, 1986; 

Forsgren, Pedersen and Foss, 1999; Birkinshaw and Morrison, 1995). The HQ usually assign 

different degree of autonomy to different subsidiaries (Frost, Birkinshaw and Ensign, 2002). 

For the subsidiary it is thus important to have a high degree of local autonomy and 

simultaneously make sure to maintain a high level of connectedness, or attention from HQ 

(Forsgren et a., 1999; Ambos and Birkinshaw, 2010). However, too much autonomy can result 

in a lack of strategic relatedness and inter-unit learning (Birkinshaw, Nobel and Ridderstråle, 
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2002), in consequence the subsidiary mandate is at risk (Birkinshaw, 1996). Thus, autonomy 

and connectedness to HQ has sometimes been seen as a trade-off which would make it difficult 

to have both (Asakawa, 2001). 

Since low connectedness to the HQ makes the HQ less aware of what the subsidiary is doing, 

it could be expected that a high degree of independence would make it more difficult for a 

subsidiary to have their initiatives accepted by HQ.  

 

Hypothesis 3b: The more independent the subsidiary is from HQ, the lower the probability of 

HQ’s acceptance of submitted subsidiary initiatives. 

2.4.6 Subsidiary Initiative Packaging 

One strategy the subsidiary managers can employ to increase the attractiveness of the initiative 

is by properly framing and presenting it. Gammelgaard (2009) contends that if the HQ properly 

understands the initiative, uncertainty will be reduced, thus they are more likely to invest the 

time and resources necessary. Dutton et al. (2001) divide the packaging moves into two groups; 

presentation and bundling. When presenting, the subsidiary managers can for instance package 

the initiative as incremental, meaning they reveal small parts of it during a longer period of time 

in order to attract HQ’s attention and interest. Further the seller can make one single proposal 

or present continuous proposals in progression. Bundling refers to connecting the initiative to 

certain valued goals at HQs, it can for instance be profitability, market share or organizational 

image as well as linking the initiative to certain customer groups or already existing initiatives 

(Dutton et al., 2001). If subsidiary managers strategically frame and present their initiatives, it 

could increase the likeliness of HQ accepting them. 

 

Hypothesis 4a: The more effort the subsidiary puts into initiative packaging, the higher the 

probability of HQ’s acceptance of submitted subsidiary initiatives. 

2.4.7 Other Actors Involvement in Subsidiary Initiatives 

Another initiative-selling tactic is to consider who to involve during the selling process, “going 

solo” or involving others (Dutton and Ashford, 1993). If the seller involves other people or 

teams, the likelihood of the initiative to become more visible increases – there will be a larger 

commitment base to the initiative (Dutton et al., 2001). 

 

Furthermore, both the targets of involvement and the nature of involvement can differ. One can 

involve others that are either lower, higher or at the same level as the initiative seller in the 
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MNC corporate structure. Additionally, parties outside the focal organization that would be 

affected by the initiative could also be involved in the selling process. By continuously keeping 

the managers informed the initiative will incrementally go up the chain. The involvement can 

occur both formally e.g. through committees and task forces or informally e.g. through casual 

meetings and memos (Dutton et al., 2001). Effective involvement depends on the context; 

sometimes others need to be formally involved whilst at times it is better to involve others 

informally (Dutton and Ashford, 1993). Therefore, in general, more involvement by other 

actors would increase the probability of subsidiary initiatives being accepted. 

 

Hypothesis 4b: The more involvement by other actors in the subsidiary initiative process, the 

higher the probability of HQ’s acceptance of submitted subsidiary initiatives. 

2.4.8 Preparatory Subsidiary Initiative Activities 

The successful marketing of the initiative is also thought to be dependent on various procedural 

moves. This refers to the degree of formality in the initiative-selling process as well as 

preparation and timing of selling (Dutton and Ashford, 1993). To follow official procedures, 

by for instance packaging the initiative in a formal report or presentation to HQ, reflects a high 

degree of formality (Ling et al., 2005; Dutton et al., 2001). The value of formal and informal 

tactics is argued to be influenced by the dominant organizational norms (Kostova and Roth 

2002; Dutton and Ashford, 1993). Moreover, an initiative-seller can exploit various preparatory 

activities – homework, e.g. to properly investigate market and customer needs (Bishop et al., 

2011). The seller can collect information both inside and outside the MNC that can later be 

used in the initiative-selling. However, preparatory activities have shown to be relevant to the 

success of initiative-selling, although it is argued not to be a sufficient condition for success 

(Dutton et al., 2001). Lastly, to know when it is appropriate to involve others or put pressure 

on the HQ is argued to enable a successful outcome – submitting the initiative at a favourable 

time (Dutton et al., 2011; Eisenhardt and Martin, 2000). Ocasio (1997) explain that the “rules 

of the game” i.e. the formal and informal principles of action, provides both a logic of action 

and symbolise a set of cultural and material values, they guide decision-makers. Thus, the more 

knowledge the initiative-seller possesses of these principles, the better they can develop and 

present initiatives which should increase the probability of initiative acceptance by HQ. 

 

Hypothesis 4c: The more effort the subsidiary puts into preparatory initiative-selling activities, 

the higher the probability of HQ’s acceptance of submitted subsidiary initiatives. 
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2.4  Proposed Research Model 
Figure 1, illustrates the proposed research model along with the hypotheses. The model explains 

how the independent variables affects the dependent variable; HQ’s acceptance of submitted 

subsidiary initiatives. 

 
Figure 1. Proposed Research Model (authors own). 
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3 METHODOLOGY 

3.1  Research Design 
This study follows a deductive research approach, which is aimed at testing existing research 

in practice (Saunders, Lewis and Thornhill, 2012). Through the deductive approach we have 

developed notions based on the existing research, these have afterwards been tested through a 

series of propositions or hypotheses (Saunders et al., 2012; Ghauri and Grønhaug, 2010). This 

was done by first creating a theoretical reference frame from which we developed a number of 

measurable constructs. The existing research was used to test and verify to which extent the 

constructs affect the dependent variable; HQ acceptance of submitted subsidiary initiatives. 

Conclusions are drawn upon logical reasoning, thus they need not to be true in reality but they 

are logical (Ghauri and Grønhaug, 2010). 

 

Moreover, an exploratory research design is used. As the topic of subsidiary initiative 

acceptance is rather novel and at a rather early stage of research, the exploratory research design 

is suitable since it aims to determine the direction of the research and further clarify the research 

problem (Frankfort-Nachmias and Nachmias, 2007; Kumar, 2011; Zikmund. Babin, Carr and 

Griffin, 2010). An exploratory design can create a foundation for future research and clarify 

uncertain situations and identify potential opportunities (Zikmund et al., 2010). This study does 

so by adapting a broad approach of the topic, measuring several different factors effect on HQ 

acceptance of submitted subsidiary initiatives. 

 

For gathering data, we have used a quantitative method. Merriam (1994) describes that 

quantitative methods measure the reality while qualitative methods to a greater extent interpret 

reality. A quantitative method was chosen in order to examine causal relationships between a 

number of determinants and the HQ’s acceptance of submitted subsidiary initiatives. Through 

the literature review it was identified that this phenomenon lacks research that can be 

generalized on a bigger population, thus a quantitative method was found favourable in order 

to fill the current gap in literature. Quantitative methods imply evidence and hypothesis testing 

in an unfamiliar situation through a larger random sample (Merriam, 1994). Focus is on 

quantifying and analysing data through statistical techniques in order to examine relationships 

between variables and provide generalized results after testing the theory in practice (Saunders 

et al., 2012). 
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Following a deductive research approach and a quantitative research method, a survey was 

decided to be the most suitable research strategy. Surveys are useful for both exploration as 

well as confirmation of theories (Saunders et al., 2012). In order to reach the whole sample as 

efficiently as possible and with limited resources, a web-based questionnaire was our initial 

choice. Surveys as research strategy have many benefits, one of great importance is the 

avoidance of interviewer biases, since the interviewers are not present during the data collection 

(Saunders et al., 2012; Bryman and Bell 2011). Other benefits of web-based questionnaires in 

particular includes time, effort, and cost -savings (Saunders et al., 2012). These benefits were 

important in this study due to limited time and resources.  

 

However, there are many challenges to surveys as well, in order to generate findings that are 

representative to the population it is important that the respondents understand the questions 

(Saunders et al., 2012). For this purpose, a pilot study was conducted on managers in similar 

positions as the respondents to ensure that misunderstandings were minimized. Additionally, 

for the findings to be representative to the population, it is also important with a good response 

rate (Saunders et al., 2012). Due to insufficient answers from the web-based questionnaire, a 

postal questionnaire was developed as a complement to the web-based questionnaire. The postal 

questionnaire was identical to the web-based, in terms of the questions and the formulation of 

these. This questionnaire was sent by post to selected companies from the sample that had not 

answered the web-based questionnaire. Ghauri and Grønhaug (2010) stress the importance of a 

cover letter and its impact on the respondent, for the web-based questionnaire we adopted a 

general English cover letter. Both the postal and the web-based -questionnaire included a 

personal cover letter. 

3.2  Data Collection and Sample 
Geographical cluster sampling was used for this study; an advantage with this method is that it 

takes large populations into account (Saunders et al., 2012). Since the population of MNCs are 

very large, any other technique would have been difficult to employ (Saunders et al., 2012). 

The sample consists of foreign owned subsidiaries located in Sweden, it was chosen due to 

easier access and contact to the subsidiaries. The subsidiaries were extracted from the ORBIS1 

database. The sample was limited to industrial subsidiary companies with a minimum number 

of 15 employees and an operating revenue of at least 1 million EUR. This is by the database 

defined as medium sized subsidiaries (ORBIS user guide, 2015). The ORBIS database 

                                                 
1 http://www.bvdinfo.com/en-gb/our-products/company-information/international-products/orbis 

http://www.bvdinfo.com/en-gb/our-products/company-information/international-products/orbis
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identified 1924 foreign owned MNC subsidiaries that qualified under the above mentioned 

criteria. However, a large number had to be sorted out either due to being holding companies 

or because they were registered as having a foreign global ultimate owner, but upon closer 

investigation were identified as fully Swedish. Moreover, relevant contact persons could not be 

found for every company and some e-mail addresses were either wrong or inactivated. The final 

sample comprised of 616 e-mail addresses to subsidiary managers. 

 

The final version of the questionnaire was sent out November 24th 2015 using a survey platform 

by Netigate2. It remained active until the 18th of December 2015 with one reminder sent out 

each week to respondents who had not filled out the questionnaire. By the time of closing the 

Netigate online questionnaire, 32 fully completed questionnaires were gathered, additionally 

71 respondents had started to answer the questionnaire but did not finish. These answers had to 

be sorted out. In order to gather more observations, we strengthen the response rate by also 

using a postal questionnaire as a complement to the online questionnaire. Potential respondents 

were contacted by phone and asked to participate before sending the postal questionnaire, we 

managed to gather 19 additionally observations to reach a total number of 51 respondents. All 

51 questionnaires are fully filled out with no missing values. Through this process we have 

learned the value of developing short questionnaires. 

 
Questionnaire Respondents Date (yymmdd) Average time Response rate 

Web-based 32 / 616 151124 – 151218 15 min 5,19 % 

Paper-based 19 / 28 160311 – 160406 - 67,86 % 

Total 51 151124 – 160406 - 8,28 % 

Table 2. Technical Survey Data. 

For the web-based questionnaire the response rate was rather low. This could be due to several 

reasons. One reason could be that the questionnaire was long and time-consuming to answer; 

27 main questions with an average of 4.5 sub-questions. Further, it was initially sent out via 

email. We believe that over the years a reluctance to respond to email surveys has grown. 

Additionally, it was hard to find the person we really wanted to address the questionnaire to 

and instead we often had to settle for the CEO/Managing director even though we could 

presume they are often too busy to respond to email questionnaires. Moreover, it was difficult 

to overall find contact information to persons from companies that are not targeted towards 

B2B customers. It required a lot of extra investigation and sometimes only old email addresses 

                                                 
2 http://www.netigate.net/  

http://www.netigate.net/
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were found and former employees were still listed as employees on the corporate websites. 

However, the postal questionnaire had a much better response rate and thus we believe that we 

have managed to reach a sufficient number of respondents to successful carry out this study. 

3.3  Research Operationalization 
The questionnaire was developed from theory and later confronted with the help of empirical 

data analyses. The operationalization and the theoretical underpinnings was thus tested and a 

proposition on how to measure HQs’ acceptance of submitted subsidiary initiatives in MNCs 

could be made. Granted that previous research demonstrated that several factors influence the 

degree to which subsidiary initiatives are accepted by HQ, we made a conscious decision to 

build a questionnaire around the determinants of; (1) Headquarter Attention, (2) Headquarter – 

Subsidiary Relationship, (3) Subsidiary Power and (4) Subsidiary Initiative-Selling. Although 

we would have liked to include even more conditions, we chose to limit ourselves to these four. 

The questions were measured on a Likert-scale ranging from 1 to 7, this permitted respondents 

to answer to which extent they agreed with the given statements (Liker, 1974). Although, a few 

questions also incorporated the option of “I do not know” (0). A 7-point scale was used in order 

to allow the respondents to take a neutral position, this is argued to enhance the reliability 

(Passmore et al., 2002; Cox, 1980). 

 

To make sure the questionnaire was reliable, a confirmatory factor analysis (CFA) was 

conducted. It became evident that many questions did not load as expected by the theory and 

thus we spent a great deal of effort to narrow down questions and items to single constructs 

under each theoretical concept, this to determine coherence in the constructs. This way, we 

statistically reduced the number of variables while maximizing the amount of information to 

detect distinctions in the data (Stewart, 1981). The final constructs showed reliable Cronbach 

Alpha and loaded as distinct constructs which implies they measured what was intended by the 

literature and thus the questionnaire is considered trustworthy (Pallant, 2010). The most 

intriguing results by the factor analysis is the subsidiary initiative-selling, since it had not prior 

to this study been comprehensible measured. We can confirm that it is indeed possible to 

measure this by subsidiary initiative packaging, involvement in subsidiary initiatives and 

preparatory initiative-selling activities. We measured other actors’ involvement in subsidiary 

initiatives by looking at the nature of involvement, thus combining formal and informal –

involvement to one construct. 
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Table 3 below presents the final items used under each construct e.g. variable. In Appendix B 

we illustrate the original theoretical operationalization prior to the CFA, the CFA itself can be 

found in Appendix D. For the full questionnaire see Appendix C. 

 Construct Items No. items 

D.V. HQ Acceptance of Submitted Subsidiary Initiatives Q5bcdef + Q7c  6 

I.V. 1.  HQ Positive Attention Q11abc  3 

I.V. 2. Subsidiary Profile Building Q12abc + Q13abc + Q14bc 8 

I.V. 3. HQ-Subsidiary Relationship Q15cdefgk 6 

I.V. 4. Subsidiary Power Q16acdef + Q18abc 8 

I.V. 5. Subsidiary Independence Q19cef + Q20ab 5 

I.V. 6. Subsidiary Initiative Packaging Q21bc + Q22cde 5 

I.V. 7. Involvement in Subsidiary Initiatives Q23ce + Q24ce 4 

I.V. 8. Preparatory Subsidiary Selling Activities Q25abc + Q26be + Q27cde 8 

D.V. – Dependent Variable 
I.V. – Independent Variable 
Table 3. Constructs and Items. 

3.4  Validity and Reliability 
Validity ensures that the study measures what it intends to measure, thus in a questionnaire it 

is important that the items measure the intended constructs (Saunders et al., 2012; Bryman and 

Bell 2011). It is also important that the questions are easy to understand for the respondents and 

that they are not misinterpreted (Saunders et al., 2012; Bryman and Bell 2011). In order to get 

as reliable data as possible it is important the questionnaire is tested before it is sent out to the 

real sample (Saunders et al., 2012; Bryman and Bell 2011). This to identify issues that can cause 

confusion for the respondents and lead to less willingness to participate. This was done in two 

ways; first it was presented at a research seminar at the department of Business Studies at 

Uppsala University3. The aim was to remove unclear questions and concepts that might be 

difficult to understand. Afterwards, some subsidiary managers relevant to the sample were 

selected to test how well they understood the formulation of the questions. We realised 

academic notions had to be kept to a minimum in order to minimize the answering time and 

maximize the response rate as well as formulating as short and concise questions as possible 

(Passmore et al., 2002). Questions related to “soft activities” such as receiving HQ attention 

                                                 
3 USIB, Uppsala University – Department of Business Studies 161015. 
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and some inquiries about the HQ-subsidiary relationship where recognised to be more difficult 

to understand than “hard activities” like dependency and involvement.  

 

In regards to validity it should in this study be noted that the eight independent variables and 

the dependent variable “HQ Acceptance of Submitted Subsidiary Initiatives” were all drawn 

from the same survey-based study. As a first step in ensuring the absence of a potential common 

method bias (Campbell and Fiske, 1959) we therefore conducted a Harman’s single-factor test 

(1967) on all our variables. The unrotated principal component factor analysis, principal 

component analysis with varimax rotation, and principal axis analysis with varimax rotation all 

revealed the presence of four factors with an eigenvalue greater than 1.0, rather than a single 

factor. The four factors together accounted for 67 percent of the total variance; the first (largest) 

factor did not account for a majority of the variance (32%). The results of these analyses suggest 

that common method variance is not of great concern and thus is unlikely to confound the 

interpretations of the results. 

 

Another important aspect to consider is the construct validity, which ensures that the 

operationalization measures the proposed concepts rather than something else (Saunders et al., 

2012; Bryman and Bell 2011). The first step to ensure construct validity was to operationalize 

the theory into measures that already had been tested by other authors. Further content validity 

has been tested through a factor analysis and a Cronbach’s alpha analysis. Additionally, 

criterion validity was considered in the study by gaining theoretical insight in the matter and by 

operationalizing the theoretical concepts and making them measurable (Saunders et al., 2012; 

Bryman and Bell 2011). Many of the items had already been validated in previous studies. 

 

To increase validity and make sure that the study measures the variables intended rather than 

extraneous variables, a few control variables have been taken into consideration. First, 

subsidiary age in market, to account for embeddedness in the local market. Second, entry mode, 

in order to distinguish how the subsidiary was established, differentiated by a new 

company’s/greenfield investment, acquisitions/purchase of another company, merger and joint-

ventures. Third, which HQ the subsidiary reports to; corporate, regional/local, or divisional and 

where it is located have also been taken into account. None of these had any effect on the results. 

 

Reliability is about how trustworthy and consistent the measures in a study are (Saunders et al., 

2012; Bryman and Bell 2011). Reliability was examined by looking at stability, internal 
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reliability and inter-observer consistency. Stability, or test-retest, examines if the measures are 

stable, meaning the questionnaire would provide similar answers and not deviate if provided on 

the same sample a second time (Saunders et al., 2012; Bryman and Bell 2011). Internal 

reliability control that the respondents are consistent in their answers regarding certain concepts 

(Saunders et al., 2012; Bryman and Bell 2011). In this study internal reliability was tested 

through a Cronbach Alpha analysis. Inter-observer consistency is considered when analysing 

the data to make sure that the person interpreting the data is not biased (Saunders et al., 2012; 

Bryman and Bell 2011). The Cronbach Alpha shows how closely the items in one construct are 

related to one another, where the values range from 0 to 1, generally the coefficient alpha of 

0.7 is considered satisfactory. This means that 70 % of the variance is subject to the common 

factor amongst the items (Cronbach, 1951). Although values around 0.6 are also regarded as 

reliable (Churchill, 1979), Nunally (1978) describes more in depth that a value between 0.6-0.7 

is considered as fair reliability, a value between 0.7-0.8 is considered as good reliability and 

anything above 0.8 is regarded as very good reliability. 

 

Table 4 below shows that all our constructs are satisfactory in terms of reliability, including the 

“new” initiative-selling constructs. The dependent variable is showing lower reliability as it 

comprises of “which type of initiatives that have been submitted and accepted” e.g. global, 

logistics, marketing, purchasing etc. It can be argued that a subsidiary is uniquely specialized 

in one area, therefore the alpha value decreases as we have many different types of subsidiaries 

in the sample. Moreover, Bartlett’s test of sphericity illustrates if the data sets are statistically 

significant, the value should be p < 0.05 (Bartlett, 1954), for all constructs Bartlett’s test of 

sphericity displayed 0.000. Moreover, the Kaiser-Meyer-Olkin (KMO) value should be above 

0.6 which demonstrates that the data shares common factors (Tabachnick and Fidell, 2007; 

Pallant, 2010). It is a measure of sampling adequacy (Kaiser, 1974). All construct loadings had 

a KMO value of above or around 0.6. Therefore, convergent validity is good as the items 

converges with other items of the same construct (Campbell and Fiske, 1959). A value less than 

0.5 indicates that the majority of the zero-order correlations are negative which require action 

(Cerny and Kaiser, 1977; Dziuban and Shirkey, 1974). These values indicate that the results of 

the factor analysis are correct and they support factorability of the correlation matrix (Pallant, 

2010). 
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Construct 

Cronbach’s 

 Alpha 

KMO (Bartlett’s 

test of Sphericity) 

HQ Acceptance of Submitted Subsidiary Initiatives ,634 ,592 (Sig. ,000) 

1. HQ Positive Attention ,804 ,683 (Sig. ,000) 

2. Subsidiary Profile Building ,834 ,703 (Sig. ,000) 

3. HQ-Subsidiary Relationship ,922 ,879 (Sig. ,000) 

4. Subsidiary Power ,864 ,762 (Sig. ,000) 

5. Subsidiary Independence ,655 ,645 (Sig. ,000) 

6. Subsidiary Initiative Packaging ,712 ,649 (Sig. ,000) 

7. Involvement in Subsidiary Initiatives ,834 ,580 (Sig. ,000) 

8. Preparatory Subsidiary Selling Activities ,830 ,696 (Sig. ,000) 

Table 4. Construct Reliability Data. 
 

Lastly, discriminant validity was taken into consideration by confirming that the factors are 

distinct and uncorrelated i.e. the variables related more strongly to their own factor than to 

another factor (Tabachnick and Fidell, 2007). The communality of the variables where checked 

in order to identify to which extent a variable correlated with other variables. A value of less 

than 0.5 does not convey sufficient variance for the variables in order for them to converge into 

a single construct (Hair, et al., 2010), which meant that these items were deleted. Lastly, the 

factor loading indicates how each factor is associated with the variables used in the analysis. 

Comrey and Lee (1992) suggest a value of 0.45 to be fair, 0.55 (good), 0.63 (very good) and 

0.71 (excellent). All our factor loadings are considered very good or excellent. The Eigenvalue 

should be equal to or larger than one (Pallant, 2010). The CFA also shows that there was no 

competition from other components as the closest component is never too high relative the 

eigenvalue (Comrey and Lee, 1992). The output of the final constructs by the factor analysis 

can be found in Appendix D where the factor loadings and communality values are given.  
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4 EMPIRICAL FINDINGS 
4.1  Descriptive Statistics and Correlation Matrix 
The subsidiaries were in most cases acquired/purchased by another company (66%). Notable 

only 4% were mergers and none were established by a joint-venture. In terms of age the 

majority where established during the last 15 years (54%). Also the majority of subsidiary 

companies report directly to the corporate HQ (59%), 26% answer to a divisional HQ whereas 

16% report to a regional or local HQ. The headquarters is in 80% of the cases located in Europe 

and 10% in North America, thus only a handful where located in other parts of the world.  

 

Many statistical techniques assume that the distribution of scores on the dependent variable are 

normally distributed (Pallant, 2010). Thus outliers and normality was investigated before 

analysing the data and showed no substantial deviations. A perfectly normal distribution is 

uncommon, however small deviations should not be taken too seriously as they will not make 

a substantial difference in the analysis (Pallant, 2010; Tabachnick and Fidell 2007). 

 

A correlation matrix was conducted to make sure that the operationalized concepts did not 

measure the same determinants, see table 5 on the following page. Values below 0.7 are 

considered satisfactory (Saunders et al., 2012). Higher values indicate there is collinearity 

between the independent variables, which would result in a questionable regression analysis. 

The correlation matrix shows that all correlations where below 0.7 but some above 0.3 which 

highlight the factorability of the correlation matrix (Pallant, 2010). Additionally, we controlled 

for multicollinearity – the variance inflation factor (VIF). It quantifies how much the variance 

is inflated – a variable with VIF > 10 shows its dependence on other variables (Hair, Black, 

Babin, 2010). All variables displayed good VIF values well below 10. 
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 Mean SD      1 2 3 4 5 6 7 8 9 

1. HQ Acceptance of Sub. Initiatives 3,23 0,92 1,000         

2. HQ Positive Attention 1,64 0,56 ,120 1,000        

3. Subsidiary Profile Building 5,50 1,16 ,295 ,508** 1,000       

4. HQ-Subsidiary Relationship 3,39 1,01 ,045 ,621** ,522** 1,000      

5. Subsidiary Power 3,33 1,49 ,575** ,328* ,352* ,383** 1,000     

6. Subsidiary Independence 2,98 0,79 ,211 ,136 ,257 ,394** ,419** 1,000    

7. Subsidiary Initiative Packaging 2,60 0,64 ,544** ,229 ,285* ,126 ,467** ,347* 1,000   

8. Involvement in Subsidiary Initiatives 1,72 0,64 ,193 ,251 ,083 ,058 ,246 ,152 ,354* 1,000  

9. Preparatory Subsidiary Selling Activities 1,16 0,33 ,388* ,271 ,352** ,038 ,209 ,155 ,337* ,361** 1,000 

Variance Inflation Factor (VIF)    2,384 2,188 2,808 1,922 1,502 1,616 1,518 1,989 

*. Correlation is significant at the 0.05 level (2-tailed). 
**. Correlation is significant at the 0.01 level (2-tailed). 
 
Table 5. Correlation Matrix. 
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4.2  Regression Analysis 
We used a linear regression to model the relationship between the dependent and independent 

variables, all independent variables were entered into the model simultaneously. The regression 

will reveal the relative importance of each independent variable and give information about the 

research model as a whole. R2 is the amount of variance in the dependent variable, explained 

by the independent variables, and the beta values explain the extent of influence the independent 

variables have on submitted subsidiary initiative acceptance by HQ (Saunders et al., 2012). An 

R2 of 0.496 shows that almost 50% of the variance in the dependent variable can be explained 

by the hypotheses. The model has an adjusted R2 of 0.366.  The coefficients values explain the 

correlation between the independent variables and the dependent, if the relationship is positive 

or negative and how strong. Our results show many non-significant coefficients (6/8), which is 

not surprising given the limited sample size. This is a limitation since the model is likely to be 

underpowered. With an increased number of observations, more coefficients would likely have 

been significant. The regression analysis is presented in Table 6. 

  



EMPIRICAL FINDINGS 

 34 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

 N Beta Sig. Result 

Hypothesis 1a: The more positive attention the subsidiary receives from 
HQ, the higher the probability of HQ’s acceptance of submitted subsidiary 
initiatives. 

51 -,152 ,630 Not Supported 

Hypothesis 1b: The more effort the subsidiary puts into attracting HQ 
attention by profile building, the higher the probability of HQ’s 
acceptance of submitted subsidiary initiatives. 

51 ,087 ,548 Not Supported 

Hypothesis 2: The stronger relationship between the subsidiary and HQ, 
the higher the probability of HQ’s acceptance of submitted subsidiary 
initiatives. 

51 -,198 ,331 Not Supported 

Hypothesis 3a: The more power the subsidiary possesses, the higher the 
probability of HQ’s acceptance of submitted subsidiary initiatives. 51 ,325 ,004 Supported 

Hypothesis 3b: The more independent the subsidiary is from HQ, the 
lower the probability of HQ’s acceptance of submitted subsidiary 
initiatives. 

51 -,112 ,546 Not Supported 

Hypothesis 4a: The more effort the subsidiary puts into initiative 
packaging, the higher the probability of HQ’s acceptance of submitted 
subsidiary initiatives. 

51 ,355 ,086 Supported 

Hypothesis 4b: The more involvement by other actors in the subsidiary 
initiative process, the higher the probability of HQ’s acceptance of 
submitted subsidiary initiatives. 

51 -,075 ,731 Not Supported 

Hypothesis 4c: The more effort the subsidiary puts into preparatory 
initiative-selling activities, the higher the probability of HQ’s acceptance 
of submitted subsidiary initiatives. 

51 ,323 ,510 Not Supported 

R2:  0,496     
Adj. R2: 0,366     
F: 3,819 (Sig. 0,003)     

Table 6. Regression Analysis. 
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5 DISCUSSION 
5.1  Subsidiary Power 
From the results there is a clear relationship between the power of the subsidiary and HQ 

acceptance initiatives. It seems that the more power the subsidiary has the higher the probability 

of HQ acceptance of submitted subsidiary initiatives. Subsidiary power was measured through 

dependency – how dependent other units are on the focal subsidiary, and through the 

subsidiary’s bargaining power – how much influence the subsidiary has over HQ’s decision 

making. Dependency is an important source of subsidiary power (Mudambi et al., 2014) and 

the more other units depend on a subsidiary’s competences the more power that subsidiary has 

towards other subsidiaries and the HQ (Najafi-Tavani et al., 2015; Mudambi et al., 2014; 

Forsgren et al., 2005). Dependency power stems from one unit being dependent on another unit 

that controls critical resources (Pfeffer and Salancik, 1974; 1978; 2003). Therefore, a subsidiary 

with high dependency is also likely to be the most suited subsidiary for investments as the 

reason they have dependency is due to the possession of critical resources such as knowledge 

(Cyert and March, 1963). Bargaining power implies that the subsidiary actively use its power 

to influence decisions, suggesting the subsidiary actively persuades the HQ to accept their 

initiatives. Consequently, high subsidiary power increases the likelihood of initiative 

acceptance as the subsidiary is perceived to have the correct abilities to successfully achieve 

results (Andersson et al., 2007). 

 

In line with these theories the results showed a significant positive coefficient at the 1% level 

between subsidiary power and HQ acceptance of submitted subsidiary initiatives. Thus, we 

found empirical support for hypothesis 3a: the more power the subsidiary possesses, the higher 

the probability of HQ acceptance of submitted subsidiary initiatives. By this, we can confirm 

that the subsidiary’s power is a factor that is very likely to influence HQ’s acceptance or 

rejection decision to submitted subsidiary initiatives. 

 

The results implicate that it is important to further pay attention towards how different power 

positions in MNCs develops. Birkinshaw and Ridderstråle (1999) maintained that subsidiary 

initiatives are rare and that activities of exploitation tend to “drive out” activities of exploration 

or creation. Thus, subsidiaries are typically low in power. Our results indicate that this might 

not be the case with subsidiaries who have recognized the value of subsidiary initiatives, often 
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world mandate subsidiaries. As these subsidiaries have a higher degree of responsibility 

(Birkinshaw, 1996). The strategic focus is MNC-wide (Birkinshaw & Hood, 1998).  

 

The conceptualization of subsidiary power as subsidiary dependency and subsidiary bargaining 

power could further be argued to have a negative impact on initiative acceptance since it has 

often been used as a measure of strategic independence, how self-ruling the subsidiary is 

(Mudambi, 1999); implying as subsidiary power increases so does subsidiary independence. 

From the results of this study one can suggest that if this is true, subsidiary power in itself will 

increase subsidiary initiative acceptance, but indirectly it could simultaneously decrease the 

acceptance by increasing independence. Thus it is possible there is a threshold for how much 

power that positively affects initiative acceptance. In sum, since power has shown to be 

important for the acceptance of initiatives, research need to investigate different constellations 

of power in relation to subsidiary initiatives. 

5.2  Subsidiary Initiative Packaging 
To the best of our knowledge, this study is among the first to operationalize and quantitatively 

test the initiative-selling moves a subsidiary can utilize to “sell” initiatives to the decision-

making authority (HQ). The analysis shows that all three constructs (initiative packaging, 

initiative involvement and preparatory initiative-selling activities) were reliable, by this we 

have succeeded to create a measuring instrument for further research in terms of reliability. The 

regression results show that initiative packaging is significant and positively correlated with 

initiative acceptance by HQ, i.e. the type of framing and presenting processes the subsidiary 

managers can utilize. To package and market an initiative can be seen as a form of 

communication where one presents facts and ideas that convince someone else to believe in the 

idea too. The main function of this communication is to reduce agency conflicts and/or 

information asymmetry (Theron, Terblanche and Boshoff, 2008). Initiatives can often be large 

investments of substantial size and HQ management is not likely to accept an initiative that they 

feel uncertain about or that they do not fully understand. To frame and bundle the initiative is 

necessary in order to convey the idea in a credible way, just like any ordinary selling – not even 

great products sell themselves (Levy, 1959). Moreover, if selling were easy, everybody would 

succeed at it. As a consequence, not all submitted subsidiary initiatives receive acceptance by 

HQ.  
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In line with this theory the results showed a significant positive relationship at the 10% level 

between subsidiary initiative packaging and HQ acceptance of submitted subsidiary initiatives. 

Thus, we found empirical support for hypothesis 4a: the more effort the subsidiary puts into 

initiative packaging, the higher the probability of HQ acceptance of submitted subsidiary 

initiatives. By this, we can confirm that the subsidiary’s initiative packaging is correlated with 

HQ’s acceptance or rejection decision to submitted subsidiary initiatives. 

 

Through this study we have taken a first step into investigating how initiative-selling affect HQ 

acceptance of submitted subsidiary initiatives. This highlights that future studies indeed should 

include factors related to initiative-selling. Issue-selling in general should not continue to be 

ignored. Moreover, the effects of initiative-selling are still rather unclear. We have provided 

initial insights that the subsidiary initiative packaging could be of importance for submitted 

initiative acceptance by the HQ. Even though there is a relationship the effect can also be 

indirect such as the influence on the organizational strategy and change in general (cf. Dutton 

and Ashford, 1993; Howard-Grenville, 2007). It is this indirect effect that enables the subsidiary 

to increase their contributory role to becoming a world-mandate subsidiary (Cavanagh and 

Freeman, 2012). 

5.3  Additional Factors 
The following coefficients were not significant; thus we cannot empirically discuss them. In 

general, due to limited sample size the model is underpowered in itself which might have led 

to these insignificant results. Nevertheless, we find it interesting and we think there is every 

reason to discuss these in any case as the theory behind them strongly argue to affect subsidiary 

initiative acceptance by HQ. Consequently, we have in relation to the theory held a discussion 

around these coefficients as well. 

Headquarter Positive Attention 
It is argued that positive attention from HQ improves the subsidiary’s performance by adding 

value through favouring progress and facilitating the subsidiary’s development (Chandler, 

1991; Rugman and Verbeke, 2001). Although we did not find any empirical support for this, 

previous research has contended that entrepreneurial actions and a contributory role of the 

subsidiary is associated to positive HQ attention (c.f. Ambos and Birkinshaw, 2010). This is 

also crucial by the fact that attention is by nature selective (Phasler, 1998), once a subsidiary 

receives positive attention and HQ acceptance it leads to the disregard of other subsidiaries and 

their initiatives as HQs has limited attention. One need to be careful so it does not develop into 
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a vicious circle where some subsidiaries continuously are left out due the prioritizing of others 

as managers are only bounded rational (Simon, 1947). Although attention can be positive, the 

more attention provided by the HQ to a subsidiary the more HQ learns about their activities 

(O’Donnel, 2000; Andersson and Forsgren, 1996). The theory strongly argues for HQ attention 

being an important factor for subsidiary initiative acceptance, however the theory can also be 

interpreted as if HQ attention would have a negative impact on acceptance. It can be argued 

that the more attention the HQ provide, the more the HQ will be aware of short-comings and 

uncertainties in the initiative. Consequently, more attention would subsequently lead to more 

conscious decision-making which could lead to a higher rejection rate of initiatives due to HQ 

management becoming more critical. Hence, the indication towards a negative correlation. 

Subsidiary Profile Building 
Accordingly, the amount of attention a subsidiary receives is dependent on numerous factors 

such as the structural, strategical and relational position within the MNC. Authors have also 

found subsidiary managers’ profile-building activities to attract HQ attention (Bouquet and 

Birkinshaw, 2008). The subsidiary can influence the image others have on oneself (Rosenfeld, 

Giacalone and Riordan, 1995; Rosenfeld, Giacalone and Riordan, 2002) by engaging in 

activities that highlight identification and emotional attachment to the organization (Meyer and 

Allen, 1984; 1991). Consequently, HQ will feel an urge to reward “good citizenship”. It could 

be that by engaging profile in building activities the subsidiary puts too much effort into self-

monitoring to make sure they look good in the eyes of HQ and that this takes up time and 

resources. As a result, not enough effort is spent on developing the actual initiatives which 

could be argued to be what essentially matters. Moreover, it can be proposed that subsidiaries 

with high self-monitoring will become too egoistically focused and HQs will therefore be less 

prone to award their initiatives, making the effect of profile building lower than expected. It is 

also a risk that the subsidiary refines its outlook on itself too much and changes its behaviour 

so it starts to deviate from the intentions. For the HQ it thus becomes more difficult to verify 

the subsidiary’s intentions, leading to decreased trust (DuBrin, 2010). Consequently, it does not 

matter which profile-building activities the subsidiaries engage in if they are not accepted by 

others. Schlenker (1980, 1985); Schlenker and Weigold (1989) have suggested there is always 

a trade-off between making sure the image is believable vs. presenting the most advantageous 

solution. 
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Headquarter – Subsidiary Relationship 
Furthermore, several studies have shown that trust and commitment between different business 

units is important for an effective knowledge transfer and value creation (Tsai and Ghoshal, 

1998; Yli-Renko, Autio and Sapienza, 2001; Li, 2005). As personal relationships equal a strong 

central positon in the MNC network, these intense relationships between managers at HQ and 

the subsidiary fosters trust (Gammelgaard, 2009). Strong relationships also ease 

communication flows and makes it easier to solve conflicts (Cummings, 1984), which further 

increases the likelihood of initiative acceptance (Birkinshaw, 2000). Thus, it is somewhat 

surprising that we did not get a significant result. If our results where to be significant they 

nevertheless showed a negative correlation. In a similar manner to attention; the more 

knowledge HQ possess of the subsidiary’s operation, the easier it is to control them (Forsgren 

et al. 2005). Information on what the subsidiary is doing is important to ensure that the activities 

of the subsidiary are aligned with the corporate strategy (Ghoshal and Bartlett, 1988; Ghoshal 

and Nohria, 1989). And this HQ knowledge increases with stronger relationships as more 

attention to the subsidiary is provided (O’Donnel, 2000; Andersson and Forsgren, 1996). If 

interpreted this way a strong relationship could also have a negative impact on subsidiary 

initiative acceptance. 

Subsidiary Independence 
Subsidiary independence was in this study seen as the subsidiary’s ability to make decisions 

without influence from HQ (cf. Roth and Morrison, 1992; Brockhoff and Schmaul 1996; Brock, 

2003). This could be interpreted as a subsidiary with higher independence has a higher degree 

of initiative acceptance. However, we can theorize that if the subsidiary has a higher degree of 

freedom in decision-making, the initiatives that would require submission to HQ are likely to 

be initiatives involving larger investments and risks than subsidiaries with less independence. 

HQ are more likely to accept many initiatives of smaller investments. Thus this would decrease 

the acceptance rate for subsidiaries with high independence in comparison to those with lower 

independence. Accordingly, it is noteworthy that the results were not significant. 

Involvement in Subsidiary Initiatives and Preparatory Subsidiary Selling Activities 
Since the items initiative-selling constructs had not been validated in previous research, a likely 

explanation to the insignificant results of “involvement” and “preparatory selling activities” is 

that this study failed to find suitable measures for the constructs. Bishop et al., (2011) grouped 

together all preparatory moves into one construct and found that these actions are critical for 

successful issue-selling. In retrospect it seems wrong to assume that more involvement by other 

actors in the subsidiary initiative process would in general increase initiative acceptance. 
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Moreover, the timing dimension is probably an important factor for involvement as well as to 

the actual timing in selling. Due to the insignificant result one can however also speculate that 

subsidiary managers in the first place might not use specific strategies for selling initiatives. To 

deliberately put effort in involving actors that suit the preferences of HQ, can be viewed in a 

similar manner as profile building. Implying the more the subsidiary engages in these activities, 

the “selling” will start deviating from what the initiative practically is all about, and HQs will 

become less prone to accept the initiative as it will become more difficult for them to verify the 

actual facts.  

5.4  Practical and Managerial Implications 
The topic of the subsidiary initiative approval process is a fairly under researched area, the lack 

of knowledge regarding why some initiatives are recognized and leveraged while other ideas 

neglected many times lead to underutilization of resources and suppression of entrepreneurial 

activities (Patel and Pavitt, 1991). It is important to understand these issues as they could lead 

to improved initiative approval rate and satisfaction for the whole MNC. For HQ managers it 

is crucial to be aware of why they make the decisions that they do, in order to prudently review 

and compare initiatives. 

 

By analysing the relationships between the independent variables and the dependent variable 

we argue that the most effective way to surmount the corporate immune system is by subsidiary 

managers to focus on their efforts and resources towards increasing the subsidiary’s power; 

through dependency and bargaining power in order to increase their initiative acceptance by 

HQ. When HQs are dependent on a subsidiary’s competencies it means that the subsidiary is 

very likely to possess tacit knowledge that HQ does not. Thus HQ have no choice but to trust 

the subsidiary that they know what they are doing, resulting in the acceptance of more 

initiatives. By achieving strong dependency, a subsidiary can gain great competitive advantages 

over other subsidiaries, which may result in a virtuous circle for that focal subsidiary. However, 

this could simultaneously result in a vicious circle for the MNC as whole. Implying they are at 

risk of becoming too strong, so that ideas from other subsidiaries and possibly subsidiaries 

located in distant markets will constantly be rejected to favour strong and established 

subsidiaries. HQ management thus needs to carefully plan the structure and strategy of the 

MNC so all types of subsidiaries are equal when it comes to determining the future of their 

initiatives. 
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Accordingly, for the subsidiary to increase their chances of getting their submitted initiatives 

accepted by the HQ, they should aim to control critical resources that other units in the MNC 

are dependent upon. Further they should try to gain a stance of using their power in bargaining 

procedures with the HQ in order to influence the HQ’s decision-making. Through the literature 

it has however been identified that subsidiaries with high bargaining power often use it to favour 

their own interests at the expense of the MNC as a whole (Ciabuschi et al., 2012; Andersson et 

al., 2007). If a subsidiary overestimates its role in the relationship, initiatives can by HQ be 

seen as “empire-building” and thus lead to rejection (Birkinshaw, 2000). 

 

Except for power, the subsidiary managers should also put effort into proper initiative-selling. 

Ling et al., (2005) argue that past initiative-selling success will strengthen future intentions and 

Dutton et al., (2001) contemplate that over time “star sellers” will emerge in organizations. We 

argue that this is related to the power position of the subsidiary rather than the involvement of 

other actors in the initiative-selling process or the preparatory efforts in selling the initiative. 

However, it seems that the acceptance by HQ could in fact determine how the subsidiary 

managers package and sell the initiative. E.g. how they frame and present the initiative. These 

are context specific actions as they refer to connecting the initiative to certain valued goals, it 

can for instance be profitability, market share or organizational image. Furthermore, it may also 

include delivering single proposals or presenting continuous proposals in progression. 

 

We can conclude that “softer actions” like attracting HQs attention through profile building 

activities and relationship building should be disregarded by subsidiary management in favour 

of “hard actions” like achieving a favourable power position. At the same time, we however 

urge to pay careful attention not to use the dependency for their own gain at the expense of 

other units – as it seems there is a risk for backfiring on the MNC and in the long run the 

subsidiary itself. Moreover, HQ management needs to stay vigilant to its subsidiaries’ selling, 

so they do not become deceived by a well packaged and presented initiatives.
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6 CONCLUSION 
6.1  Answering the Research Questions 
This study identified and investigated the underlying conditions behind HQ’s acceptance or 

rejection of initiatives originating from MNCs foreign subsidiaries. Four research questions 

were developed; 

 

x To what extent does issues related to HQ attention affect the HQ’s acceptance of 

subsidiary initiatives? 

x To what extent does the relationship between the HQ and the subsidiary affect HQ’s 

acceptance of subsidiary initiatives? 

x To what extent does the subsidiary’s power position within the MNC affect HQ’s 

acceptance of subsidiary initiatives? 

x To what extent does subsidiaries’ initiative-selling activities affect HQ’s acceptance of 

subsidiary initiatives? 

 

Eight hypotheses were tested of which the first three related to the first two research questions, 

these were not supported. From the findings of this study we can conclude that the power of the 

subsidiary and the packaging of initiatives seem to be important conditions for reaching a higher 

probability of submitted subsidiary initiative acceptance by HQ. Subsidiary power has been 

measured by considering the subsidiary’s bargaining power and other units’ dependency on the 

subsidiary. Power in the concept of controlling crucial resources can therefore be used to 

influence the MNC’s strategic decisions and resource allocations, thus prompting HQ to accept 

their initiatives. The original issue-selling model by Dutton and Ashford (1993) is partly 

supported by our study. The way in which initiatives are formulated (framed) and promoted 

(packaged) towards top management seem to be correlated with initiative acceptance. 

Although, no one best way to sell an initiative exist (Howard-Greenville, 2007), these are skills 

and abilities that can be learned and improved through experience. However, we did not find 

support for other types of initiative-selling activities. 

6.2  Research Contributions 
Theoretically this study contributes to a richer understanding of the rather under-researched 

area of acceptance or rejection of subsidiary initiatives. We have considered to what extent 

several different factors influence the acceptance of submitted subsidiary initiatives by HQ, 

often previous studies have been limited to one aspect. By this study we have provided greater 
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knowledge about which factors have an impact on the subsidiary initiative approval process, 

thus it will contribute to better insights into why some initiatives are approved while others are 

not. 

 

Practically the study can help managers of foreign subsidiaries to better understand which 

factors to consider in order to increase the probability of acceptance of their own initiatives.  

Additionally, the study also contributes to HQ management’s ability to more consciously assess 

and compare initiatives in order to correctly decide which submitted subsidiary initiatives that 

should be accepted.  

 

Furthermore, the study also contributes methodologically; a measuring instrument has been 

developed first theoretically and then confronted and re-developed by the empirical data 

analysis. Specifically, we have quantified and tested the concept of issue-selling which has not 

been done in this way in previous research. Moreover, we have quantitatively found a 

correlation between initiative-selling and subsidiary initiative acceptance by HQ, this is yet a 

contribution in itself. 

6.3  Study Limitations and Suggestions for Future Research 
More research on the phenomenon in general is crucial. By this study we cannot claim to have 

proven that initiative-selling does affect subsidiary initiative acceptance by HQs as the 

questions are asked in general terms and not fixed in time. However, there are evidently 

relationships between the independent variables and the dependent variable.

 
Theoretically, this study is concentrated to four main determinants affecting the probability of 

submitted subsidiary initiatives being accepted: (1) HQ attention towards the subsidiary, (2) the 

relationship between HQ and the subsidiary, (3) subsidiary power, and (4) the subsidiary’s 

initiative-selling activities. Thus the study consists of literature mainly originating within the 

attention-based view of the firm, issue-selling and organizational power concepts. Another 

limitation concerns the fact that only self-report questionnaires were used in this study and thus 

the data is collected from one source only. Single source data can result in common method 

bias which could in turn result in validity problems since only one side of the story is told and 

it is the subsidiary manager’s perception of the situation that is measured rather than the 

actuality of the situation (Podsakoff and Organ, 1986; Podsakoff, MacKenzie, Lee, Podsakoff, 

2003; Johnson, Rosen and Djurdjevic, 2011, Schaller, Patil, Malhotra, 2015). For further 

studies, the data could be collected in other ways than solely through one self-report 
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questionnaire. Moreover, a larger sample size would have made the study more statistically 

reliable and it would likely yield greater statistically significant results, future studies should 

thus prioritize more time and resources to gathering data. 

 

Another limitation is that the sample selection for this study consisted of foreign owned 

subsidiaries located in Sweden. This can have affected the result in the way that Swedish values 

and cultural norms have been reflected in the responses to our questionnaire. Thus, it leads us 

to possibly limiting the conclusions for Swedish MNC subsidiaries. Future studies could 

investigate foreign owned subsidiaries located in other countries. One can possibly get a better 

sample by investigating a HQ from one country, e.g. Sweden while the subsidiaries locations 

can differ, this as it will be the “same culture” the subsidiaries have to sell the initiatives to and 

therefore their “tactics” should be similar. One way to do this is through a case study approach 

where a couple of MNCs are included with all their subsidiaries. It would also be interesting to 

study how the characteristics of HQ affect initiative acceptance, for instance HQs absorptive 

capacity and risk-seeking/risk-averse attitudes. Therefore, we also urge researchers to 

investigate the acceptance or rejection from the HQ’s point-of-view. 

 

This study had a broad approach both in terms of covering many factors simultaneously and in 

terms of investigating all kinds of subsidiary initiatives. Future studies should specialize in one 

type of subsidiary initiatives, i.e. R&D initiatives from subsidiaries that have global 

responsibilities, in that way the reliability of the dependent variable would increase. R&D 

subsidiaries has also been recognized as knowledge-intensive subsidiaries that often control a 

significant share of the MNC's intangibles, thus they also have a greater ability to generate high 

levels of bargaining power (Mudambi and Navarra, 2004). Finally, to minimize the risk of 

variables interfering with one another but still investigating the phenomenon in depth, it is 

recommended for future research to specialize on one determinant. Preferably the subsidiaries 

initiative-selling activities as it is the most-novel determinant among the four investigated in 

this study.  
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APPENDIX A – Terms and Definitions 
 
The following concepts are used throughout the thesis and these in order to understand the 

arguments and hypotheses presented. Thus, this appendix should be used as a comprised 

reference guide although most concepts are explained and discussed through the course of the 

thesis.  

 

Multinational Corporation (MNC) 

A MNC is a business organization with activities in several markets but managed from one 

country, for the most part the home country. This central authority is referred to as the 

headquarters while the foreign units are the subsidiaries. An MNC with decentralized decision-

making authority to the local operation is referred to as a transnational MNC. 

Headquarters (HQ) 

The HQ is the organization body of the MNC that has overall control and coordination of the 

whole MNC. The term refers to the corporate unit the subsidiary reports to, if not stated 

otherwise corporate HQ. 

Subsidiary 

A subsidiary is a unit controlled by the MNC, in this thesis we refer to foreign subsidiaries as 

the units controlled by the MNC located outside the home market. These units can either have 

been set up as new company/greenfield, acquisition, merger or joint-venture. 

Subsidiary initiative 

A subsidiary initiative is defined as any business opportunity identified by the subsidiary that 

seeks to change, expand or renew the operations of the subsidiary and/or the multinational 

corporation. E.g. it can be anything from new products or management systems. 

Initiative sender 

The sender of the initiative refers to any foreign subsidiary unit of the MNC. 

Initiative recipient/receiver 

The initiative recipient refers to the HQ that are responsible for determining the fate of the 

subsidiary initiative.  

Acceptance or rejection of a subsidiary initiative 

An accepted initiative implies that the focal initiative has been committed resources and/or 

approved for further development by HQ. Whereas rejection implies that HQ have decided not 

to allocate resources or mandates to the submitted subsidiary initiative.  
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APPENDIX B – Conceptualisation of Questionnaire 
 

Concept Dimension Measure References 

HQ Attention 

Positive Attention 

Relative Attention (Q9) Bouquet and Birkinshaw, 

2008; Ambos, Andersson 

and Birkinshaw, 2010; 

Ambos and Birkinshaw, 

2010 

Supportive Attention (Q10) 

Communicative Attention (Q11) 
Birkinshaw, Hood and 

Jonsson, 1998 

Profile Building 

Track Record (Q12) 
Bouquet and Birkinshaw, 

2008 
Commitment to HQ/MNC (Q13) 

Impression Management (Q14) 

HQ – Subsidiary 

Relationship 

Relationship 

Characteristics 

Relationship Characteristics  

(Q15 a-d) 
Mayer and Davis, 1999; 

Birkinshaw; Pahl and Roth, 

1993; Birkinshaw et al., 

2000 
HQ Attitudes HQ Attitudes (Q15 e-g) 

Trust Trust (Q15 h-m) 

Subsidiary Power 

Subsidiary 

Dependency 

Subsidiary Dependency  

(Q16 - Q17) Mudambi, Pedersen and 

Andersson, 2014 Subsidiary 

Bargaining Power 
Subsidiary Bargaining Power (Q18) 

Subsidiary 

Autonomy 
Subsidiary Autonomy (Q19) 

Ambos, Andersson and 

Birkinshaw, 2010 

Subsidiary 

Legitimisation Subsidiary Legitimisation (Q20) 

Suchman, 1995; 

Zimmermann and Zietz, 

2002*; Gammelgaard, 

2009*; Mahlendorf et al., 

2012*; Nell et al., 2015* 

Subsidiary 

Initiative-selling 

Packaging Moves 
Presentation Moves (Q21) 

Dutton et al., 2001*; 

Bishop, Simsarian and 

O’Neill 2011; Monteiro 

2015* 

Bundling Moves (Q22) 

Involvement 

Moves 

Formal involvement (Q23) 

Informal involvement (Q24) 

Preparatory 

Moves 

Formality in Selling (Q25) 

Preparation of Selling (Q26 - Q27) 

Timing of Selling (Q27) 

* No specific measures were identified but the underlying theory is used for our own development of the measure. 

Note: This is the first operationalization (theoretical) of the questionnaire, before the factor 

analysis.
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APPENDIX C – Questionnaire  

 
________________________ 
 

� New company/greenfield 
� Acquisition /purchase of another company 
� Merger 
� Joint-Venture 

 

� Corporate HQ               
� Regional/Local HQ            
� Divisional HQ 

 

� Europe 
� North America 
� South or Latin America 
� Asia 
� Africa or Middle East 
� Oceania 

 

 

 

a) Research and development……………………………... 

b) Production of goods and services……………...……….. 

c) Marketing and sales……………………………..……... 

d) Logistics and distribution………………………..……... 

e) Purchasing…………………………………..………….. 

f) Support activities (e.g. HRM management- and control 

systems, global processes)……………………..………. 

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 
       

       

       

       

       

       

Q5: To what extent has your subsidiary submitted initiatives to headquarters for approval 
concerning (if no opinion on a certain sub-question, leave that field empty) 
 

Q1: Indicate the year of establishment of the subsidiary: 
 

Q3: To which headquarter do you report to? 
 

Q4: Where is that headquarter located? 
 

Q2: What kind of establishment is the subsidiary? 
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a) Complex………………………………………….….…... 

b) New and/or Radical………………………….……….….. 

c) Resource and cost demanding………………….….…….. 

d) Beneficial for the multinational corporation…….….….... 

e) Difficult to implement………………………….….…..… 

f) Related to the present activities of the multinational 

corporation………………………………………………. 

 

 

 

a) Local market use……………………………………..….. 

b) Regional market use……………………………………... 

c) Global market use……………………………………...... 
 

 

a) Achieve a “fit” to the multinational corporation’s business 

model………………………………………….................. 

b) Not use unproven or external technology……………...... 

c) Understanding the requirements and needs of your 

business………………………………………………….. 

d) Match the initiative to a specific manager or team at 

headquarters……………………………………………... 

e) “Selling” the initiative to headquarters………………….. 

f) Position the initiatives to the multinational corporation’s 

strategic goals……………………………………………. 

g) Use formal procedures………………………………….... 

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 
       

       

       

       

       

       

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 

       

       

       

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 

       

       

       

       

       

       

       

Q8: To what extent do you perceive the following aspects as important for headquarters 
acceptance of your subsidiary’s initiatives: 
 

Q6: To what extent can your subsidiary’s initiatives be described by the following 
characteristics: 
 

Q7: To what extent have your subsidiary’s initiatives been accepted by headquarters for: 
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a) Europe…………………………………………………… 

b) North America…………………………………….……... 

c) South or Latin America………………………………….. 

d) Asia…………………………………………….………… 

e) Africa or Middle East……………………………………. 

f) Oceania…………………………………….…………….. 

 

 

 

a) Incentives such as cash bonuses and career opportunities. 

b) Interest in learning about our local market and 

products/services……………………………..………..… 

c) Help to spread our best practices across the multinational 

corporation……………………….…………………….... 

 

 

 

a) Headquarter managers communicate frequently with the 

counterparts in your subsidiary…………………………. 

b) Headquarter managers make business trips frequently to 

your subsidiary………………………………………….. 

c) Headquarter managers interact and share ideas frequently 

with your subsidiary…………………………………….. 

 
  

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 
       

       

       

       

       

       

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 
       

       

       

Strongly 
disagree 

   Strongly 
agree 

1 2 3 4 5 6 7 
       

       

       

Q9: How successful is your subsidiary in gaining attention from headquarters relatively to 
other subsidiaries in (if a certain market is not relevant leave that field empty): 
 

Q10: To what extent has your subsidiary received attention from headquarters in terms of: 
 

Q11: Concerning headquarter-subsidiary interaction, to which extent do you agree with the 
following: 
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a) Delivering what is promised to headquarters……………. 

b) Strong and internationally-respected managers…………. 

c) Credibility at headquarters………………………………. 

d) Expanding the multinational corporation’s resources and 

capabilities……………………………………………….. 

 

a) Your subsidiary’s managers care about the fate of the 

multinational corporation…………………………………. 

b) What the multinational corporation stands for is important 

to your subsidiary’s managers…………………………….. 

c) Your subsidiary managers feel a strong sense of affiliation 

with the multinational corporation………………………... 

 

 

a) We focus the subsidiary’s efforts towards meeting 

corporate goals and values……………………………….. 

b) We involve headquarters in our business and value their 

input……………………………………………….……… 

c) We spend time developing connections with people in 

positions of authority at headquarters……….…………… 

  

Strongly 
disagree 

   Strongly 
agree 

1 2 3 4 5 6 7 
       

       

       

Strongly 
disagree 

   Strongly 
agree 

1 2 3 4 5 6 7 
       

       

       

       

Strongly 
disagree 

   Strongly 
agree 

1 2 3 4 5 6 7 
       

       

       

Q12: Concerning the subsidiary track-record, to what extent do you agree that your subsidiary 
has a history of: 
 

Q13: Concerning the commitment to headquarters: 
 

Q14: Concerning the possibility for your subsidiary to make an impression on headquarters: 
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a) There is a strong sense of community between headquarters 

and your subsidiary………………………………….….…... 

b) Headquarters’ managers have strong working relationships 

with your subsidiary managers…………………….….……. 

c) Headquarters management and your subsidiary fully agree 

about your subsidiary´s role in the relationship…….….…… 

d) The relationship between your subsidiary and headquarters is 

efficient………………………………………………..……. 

e) Headquarters have strong willingness to listen…………..…  

f) There is a strong supportive culture at headquarters……..… 

g) There is an open environment at headquarters……….....….. 

h) Headquarters is well qualified…………………………….... 

i) Our subsidiary is confident about the skills of 

headquarters…………………………………………….….. 

j) Headquarters is very concerned about our subsidiary’s 

welfare…………………………………………………….... 

k) Our subsidiary’s needs and desires are very important to 

headquarters………………………………………………... 

l) Headquarter’s behaviour is not very consistent……………. 

m) Headquarter’s behaviours is guided by sound principles….. 

  
 

a) Research and development…………………………….......... 

b) Production of goods and services……………...………......... 

c) Marketing and sales……………………………..……........... 

d) Logistics and distribution………………………..…….......... 

e) Purchasing…………………………………..…………......... 

f) Support activities (e.g. HRM management- and control 

systems, global processes)……………………..….………… 

Strongly 
disagree 

   Strongly 
agree 

1 2 3 4 5 6 7 
       

       

       

       

       
       

       

       

       

       

       

       

       

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 
       
       

       

       
       

       

Q16: To what extent are other subsidiaries dependent on your subsidiary’s competencies: 
 
 

Q15: Concerning the relational characteristics between headquarters and your subsidiary: 
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a) Research and development…………………………….... 

b) Production of goods and services……………...………... 

c) Marketing and sales……………………………..…….... 

d) Logistics and distribution………………………..…….... 

e) Purchasing…………………………………..…………... 

f) Support activities (e.g. HRM management- and control 

systems, global processes)……………………..….……. 

 

 

 

a) Corporate investments in production…………………… 

b) Corporate investments in R&D……………………….… 

c) Corporate introduction of new products and services…... 

d) Establishments of new units in your market region….…. 

e) Establishments of new units outside your market 

region…………………………………………………… 
 

 

 

a) Enter new markets……………………………………..... 

b) Develop a major new product/service offering………..... 

c) Develop a new major process (e.g. administrative, 

manufacturing, management)…………………………… 

d) Develop a new technology……………………………… 

e) Restructure the organizational structure, involving 

creation or elimination of departments…………………. 

f) Develop new work- and management practices………... 

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 
       

       

       

       

       

       

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 
       

       
       

       

       

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 
       

       

       

       

       

       

Q17: To what extent is your subsidiary dependent on the competencies of other subsidiaries: 
 
 

Q18: To what extent has your subsidiary influenced the multinational corporation concerning: 
 
 

Q19: To what extent can your subsidiary make the following decisions without consulting 
headquarters:  
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a) Share the same interests and values as headquarters…….. 

b) Adhere to formalized rules, norms and procedures……… 

c) Innovate own socially formalized procedures…………… 

d) Submit non-financial reports to headquarters………….... 

e) Allow headquarters to govern decision-making processes 

within our subsidiary…………………………………….. 

f) Feel that headquarters “monitors” your subsidiary’s 

work……………………………………………………… 

 

 

a) Using the logic of a business case (e.g. push financial 

aspects, alignment with strategy) ……………….………… 

b) Making continuous proposals (versus one single proposal) 

………………………………………….…………………. 

c) Packaging the initiative as a step-by-step process i.e. 

presenting the initiative as an incremental change.……...... 

 
 

a) Monetary consequences and/or profitability……………. 

b) Market share targets…………………………………...... 

c) Organizational brand.…………………………………… 

d) Organizational business model…………………………. 

e) Key constituents for the multinational corporation…….. 

f) Other initiatives that have either been accepted or 

currently awaiting decision……………………………... 

 
 

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 
       

       

       

       

       

       

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 
       

       

       

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 
       

       

       

       

       

       

Q20: Concerning co-operation with headquarters, to what extent does your subsidiary: 
  
 

Q21: To what extent does your subsidiary present the initiatives to headquarters by:  
  
 

Q22: To what extent does your subsidiary tie the outcome of the initiatives to the following 
aspects: 
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a) Managers at headquarters……………………………….. 

b) Other subsidiaries………………………………….......... 

c) Suppliers………………………………………………… 

d) Customers……………………………………………….. 

e) Other actors……………………………………………... 

 

 
 
 

a) Managers at headquarters……………………………….. 

b) Other subsidiaries……………………………………….. 

c) Suppliers………………………………………………… 

d) Customers……………………………………………….. 

e) Other actors……………………………………………... 

 

 

 

a) Formal rules and directives……………………………… 

b) Formal reports and protocols……………………………. 

c) Use of written communication (memos, letters and 

notes)……………………………………………………. 

 

 

 

 

 

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 
       

       

       

       

       

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 
       

       

       

       

       

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 
       

       

       

Q23: To what extent does your subsidiary involve the following actors in the initiative selling 
process formally e.g. through committees and task forces: 
 
 

Q24: To what extent does your subsidiary involve the following actors in the initiative selling 
process informally e.g. through casual meetings and memos:  
 
 

Q25: To what extent does your subsidiary follow managerial control processes in the initiative 
selling process:  
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a) Develop prototypes…………………………………......... 

b) Map customer demands………………………………….. 

c) Investigate headquarter’s preferences………………........ 

d) Consider existing technology standards…………………. 

e) Outline market segments………………………………… 

f) Consider existing value-chain structures……………........ 

 

 

 
a) Persistence in selling e.g. putting constant pressure on 

headquarters……………………………………………... 

b) Timing in selling, i.e. when to submit and when to hold 

back…................................................................................ 

c) Involvement of headquarters early in the selling………... 

d) Existing business model…………………………………. 

e) Current technology…………………………………….… 

 

 

 

 

 

 

 

 
  

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 
       

       

       

       

       

       

Not 
at all 

   High 
extent 

1 2 3 4 5 6 7 

       

       

       

       

       

Q26: To what extent does your subsidiary spend time on the following before submitting 
initiatives to headquarters:  
 
 

Q27: To what extent does your subsidiary link the initiative selling to: 
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APPENDIX D – Factor Analysis 
HQ Acceptance of Submitted Subsidiary Initiatives 
D.V. Factor Loading  Communalities 
Construct 1: HQ Acceptance of Submitted Subsidiary Initiatives 
Q5b ,436  ,310 
Q5c ,666  ,445 
Q5d ,848  ,736 
Q5e 
Q5f 
Q7c 

,732 
,505 
,330 

 ,680 
,547 
,804 

Eigenvalue  2,254  
Closest component  1,267  
%Variance  37,560  

    

HQ Attention 
Positive Attention Factor Loading  Communalities 
Construct 1: Communication Attention 
Q11a ,800  ,640 
Q11b ,857  ,734 
Q11c ,892  ,795 

Eigenvalue  2,169  
Closest component  ,523  
%Variance  72,303  

    
Profile Building Factor Loading  Communalities 
Construct 1: Track record 
Q12a ,937  ,879 
Q12b ,943  ,889 
Q12c ,895  ,801 

 Eigenvalue  2,569  
 Closest component  ,286  
%Variance  85,634  
Construct 2: Commitment to HQ/MNC 
Q13a ,896  ,803 
Q13b ,948  ,899 
Q13c ,959  ,919 

Eigenvalue  2,622  
Closest component  ,289  
%Variance 

 
87,388  
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Construct 3: Impression Management 
Q14b ,894  ,799 
Q14c ,894  ,799 

Eigenvalue  1,598  
Closest component  ,402  
%Variance  79,924  

 

HQ-Subsidiary Relationship 
HQ-Subsidiary 
Relationship Factor Loading 

 
Communalities 

Construct 1: HQ-Subsidiary Relationship 
Q15c ,827  ,683 

Q15d ,826  ,682 
Q15e ,937  ,877 
Q15f ,863  ,745 
Q15g ,819  ,670 
Q15k ,819  ,671 

Eigenvalue  4,328  
Closest component  ,449  
%Variance  72,131  

    

Subsidiary Power 
Subsidiary Power Factor Loading  Communalities 
Construct 1: Subsidiary Dependency 
Q16a ,708  ,501 
Q16c ,714  ,510 
Q16d 
Q16e 
Q16f 

,849 
,787 
,863 

 ,720 
,619 
,744 

Eigenvalue  3,095  
Closest component  ,694  
%Variance  61,896  
Construct 2: Subsidiary Bargaining Power 
Q18a ,778  ,605 
Q18b ,873  ,762 
Q18c ,830  ,689 

Eigenvalue  2,055  
Closest component  ,577  
%Variance  68,516  
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Subsidiary Independence 
Sub. Independence Factor Loading  Communalities 
Construct 1: Subsidiary Autonomy 
Q19c ,843  ,711 
Q19e ,873  ,763 
Q19f ,887  ,787 

Eigenvalue  2,260  
%Variance  ,425  
%Variance 

 
   
75,348 

 

Construct 2: Subsidiary Legitimisation 
Q20a ,864  ,747 
Q20b ,864  ,747 
Eigenvalue  1,494  
%Variance  ,506  
%Variance  74,695  

    

Subsidiary Initiative-Selling  
Sub. Initiative Packaging Factor Loading  Communalities 
Construct 1: Presentation Moves 
Q21b ,888  ,789 
Q21c ,888  ,789 

Eigenvalue  1,578  
Closest component  ,422  
%Variance  78,878  
Construct 2: Bundling Moves 
Q22c ,885  ,784 
Q22d ,793  ,630 
Q22e ,885  ,642 
Eigenvalue  2,055  
Closest component  ,596  
%Variance  68,497  

    
Sub. Initiative 
Involvement Factor Loading 

  
Communalities 

Construct 1: Initiative Involvement 
Q23c ,868  ,753 
Q23e ,812  ,659 
Q24c ,792  ,627 
Q24e ,799  ,639 

Eigenvalue  2,678  
Closest component  ,904  
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%Variance  66,948  

    
Sub. Initiative Processes Factor Loading  Communalities 
Construct 1: Formality in Selling 
Q25a ,939  ,881 
Q25b ,900  ,809 
Q25c ,775  ,600 

Eigenvalue  2,290  
Closest component  ,554  
%Variance  76,342  
Construct 2: Preparation of selling 
Q26b ,952  ,905 
Q26c ,952  ,905 

Eigenvalue  1,811  
Closest component  ,659  
%Variance  90,541  

Construct 3: Timing of selling 

Q27c ,778  ,606 

Q27d ,898  ,806 

Q27e ,810  ,655 

Eigenvalue  2,076  

Closest component  ,189  

%Variance  68,913  

    
 
 
 
 
 
  



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


