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.1.
New frontiers for Performance measurement systems (PMSs) in MNCs
Both the International Business Literature (IB) and Management Control studies consider performance measurement systems (PMSs) in MNCs as a key coordination mechanism (Prahalad & Doz, 1987), having the task to align local actions towards global strategic goals. In this sense, Otley (1999) points out that an organization that is performing well is one that successfully attaining its objectives. In his famous article proposing a framework for management control systems research, he argued that PMSs are concerned with goal definition, strategy deployment, benchmarking, human resource management, and feedback processes of learning organizations (Otley, 1999).      
In IB literature on the headquarters-subsidiary relationship, three main phases can be observed and each of them assigns to PMSs different roles in government of the relationship. 
Firstly, authors devoted their efforts to systematize the organizational structure of MNCs: the most famous work is that of Stopford and Wells (1972), who proposed an evolution pattern of organizational structures used to manage multinational enterprises. Paterson and Brock (2002) call this phase International Era. In the perspective of Stopford and Wells, PMS is only an accounting-based mechanism and its task is restricted to measure and consolidate financial results of decentralized units.

Secondly, according to Paterson and Brock (2002) Global Era is the period of time where internationalization was the outcome of efficient location of production, search for economies of scale, and rationalization of activities. Coordination and integration of dispersed subsidiaries became the key issue for MNCs management. Doz and Prahalad (1981) conceptualized PMSs as a data management system designed to co-ordinate actions and decision throughout the multinational organization.
Lastly, recent IB studies assume a shift from traditional model of MNC toward a network-based MNC model (Ghoshal & Nohria 1997). Modern MNCs adopt a network-based structure in order to pursue a transnational strategy (Bartlett & Ghoshal, 1989): integration, responsiveness and innovation are three fundamental pillars to play the competitive game. As suggested by Dent (1996), the emerging trends in organizational and strategic aspects related to MNCs challenge traditional management control theories and practices. 
Our paper attempts to derive some conclusions on the implications of the results achieved by recent IB literature for PMSs.
In the remainder of this section, we propose three broad themes arising from current IB studies. 

a) The new network-based MNC model (Ghoshal & Nohria, 1997) assumes multiple centres of expertise around the world (Lipparini & Fratocchi, 1999; Pearce, 1999), differentiated strategic roles for subsidiaries (White & Poynter, 1984; D'Cruz, 1986; Bartlett & Ghoshal, 1986; Jarillo & Martinez, 1990; Gupta & Govindarajan, 1991; Roth & Morrison, 1992; Birkinshaw & Morrison, 1995; Taggart, 1997a) and flexible governance structure (Birkinshaw, 1996; Malnight, 1996). In order to manage headquarters-subsidiary relationship, a mix of integrated control mechanisms of different forms (Edstrom & Galbraith, 1977; Baliga & Jaeger, 1984; Bartlett & Ghoshal, 1995) and used in different styles (Anthony & Govindarajan, 1998) is needed. “A dominant feature of management accounting innovation is system differentiation. […] The differentiation of management information systems is relevant in the sense that such a pattern is consistent with the emerging complexity associated with new technology and globalizing competition” (Seal, 2001, p.488). As a result, PMSs should cope with this need of differentiation. However, opposite needs and requisite referring to PMSs, like for example uniformity and procedural justice (Taggart, 1997b), hinder the differentiation. More empirical evidences and qualitative frameworks are needed to solve the many issues still open.
b) The headquarters-subsidiary relationship is characterized by an increasing lack of understanding between central and local management. “The subsidiary’s relationships are constantly developing and because of their long-term horizon there are severe difficulties in understanding what goes on” (Andersson and Forsgren, 2000, p.342). “Headquarters and subsidiary managers have different perceptions about the subsidiary’s activities” (Birkinshaw et al., 2000, p. 322). According to Holm et al. (1995), the value is locally generated and headquarters have difficulties to comprehend local realities. Noerreklit and Schoenfeld (2000) is one of the rare works that attempts to discuss relevant implications for PMSs due to the lack of understanding between the centre and the periphery.

c) In IB studies, network embeddedness is an emerging concept which challenges traditional theories of management control (Andersson and Forsgren, 2000). “An influential role within MNC is not necessarily provided by headquarters, but is rather a result of relationships in the business network in which each subsidiary is involved” (Andersson & Pahlberg, 1997, p. 329). “Subsidiary performance is conceptualized as the performance of a subsidiary in its own market-place as well as its performance within the MNC in terms of its influence on the MNC’s strategic decision-making”. (Andersson et al., 2001, p.4). In addition, these authors do not hesitate to point out also the implications for PMSs: in a such sense, according to Andersson and Forsgren (1996), headquarters has to compete with other actors of the local environment in order to influence the subsidiary’s behaviour. Following these studies, intriguing research questions about the PMSs could be explored and relevant managerial implications could be discovered.   
Our paper is focus on point b). Primary aim of research is to investigate the role of PMSs within the new emerging structure of headquarters-subsidiary relationship, focusing on the consequences of the increasing lack of understanding between central and local management on the PMSs design and use. We propose a theoretical framework which highlights the connection between PMSs and strategic alignment given the lack of understanding. Empirical evidence collected through survey gives the opportunity to examine the nature of PMSs in one of the most complex setting, that is modern MNCs. Furthermore, the analysis conducted shows empirical evidence about the influence on PMS of four concepts (measurement diversity, autonomy, global pressure and subsidiary’s size) whose roles are emphasized in the literature.
Our paper is structured as follows: Section 2 explains the theoretical framework based on three key concept (Lack of understanding, PMSs Non-integration and Strategic Mis-Alignment), proposing the two main propositions under investigation; Section 3 generates four hypotheses referring to the roles of four factors supposed to be connected with strategic alignment; methods of research is deeply presented in Section 4. The last two sections are devoted to discuss results and conclusions (Section 5), and to identify limitations of this research and its future developments (Section 6).
2.
CONSEQUENCES OF LACK OF UNDERSTANDING iN pmss
Figure 1 represents our theoretical framework: its objective is to highlight the consequences of the increasing lack of understanding in the modern headquarters-subsidiary relationship on PMSs, paying attention to factors intervening in this relation. 
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Figure 1. The theoretical framework.
Noerreklit and Schoenfeld (2000) attribute the lack of understanding between headquarters and subsidiaries to two groups of causes: (a) different business environments affecting operational outcomes; (b) different background knowledge and culturally determined value systems. Birkinshaw et al. (2000) point out that within the headquarters-subsidiary relationship perception gap does exist: central and local management have different perceptions about the subsidiary activities (Ardvisson, 1997; Asakawa, 1996; Holm, Johansson & Thilenius, 1995). Recent works about embeddedness and the role of centres of excellence in MNCs stress the lack of knowledge influencing the headquarters-subsidiary relationship (Lipparini & Fratocchi, 1999; Andersson & Pahlberg, 1997): according to Andersson and Forsgren (1996) headquarters suffers a lack of knowledge in the centres of excellence, because sources of competitive advantage are explored and exploited at local level. 
What are the implications of the so-called lack of understanding on PMSs? 
With regard to PMSs, we adopt the definition of Simons (2000), conceptualizing PMS as “formal, information-based routines and procedures managers use to maintain or alter patterns in organizational activities” (p.4). In addition, Simons points out that “The purpose of any performance measurement and control system is to convey information” (p.4). This perspective is consistent also with that assumed by Abernethy and Lillis (2001): PMS is “comprehensive set of criteria embracing relevant financial and non financial performance measures”. 
Because of the existing lack of understanding in the headquarters-subsidiary relation, we supposed that central PMS might not adequately meet the information need of local management. Consequently, we expect to observe a non-integrated local PMS developed and used, in order to satisfy information needs of subsidiary’s management. Our argument is that central PMS, designed to have one global set of measures in order to influence local decisions, could not appropriately measure local performance drivers and results.
The differentiation within the international network (Ghoshal & Nohria, 1997) requires the implementation of different administrative practices (White & Poynter, 1984). It follows that PMSs should take into account these emerging needs for differentiation, and different PMSs should be designed in order to fit any structure of headquarters-subsidiary relationship. However, as Culpan (1998) points out, managers are affected by cognitive limitation in recognising these needs and it is unlikely that the corporate uses ad-hoc designed PMS for each local unit. Instead, it is plausible that one common system is globally designed and implemented: this is mainly caused by harmonization and integration pressures (Taggart, 1997b). Moreover, new strategic roles of subsidiaries described by IB research stress the local search for autonomy in the decision-making process (Birkinshaw, 2000; Delany, 2000). The emergence of local units operating as creative subsidiaries (Pearce, 1999) implies that headquarters could suffer a lack of knowledge about local management practices or country network relationships.
The increase in strategic activities locally performed leads local management to develop a need for independent PMS. The result is that two separate and different PMSs are present at local level: one transmitted to headquarters (central PMS) and one developed for local needs (local PMS). We call this situation Non-Integration between central and local PMSs and hypothesize the lack of understanding as its main cause. 
PROPOSITION 1: The Non-Integration between central and local PMSs is a consequence of the lack of understanding between central and local management. 
What are the effects of the hypothesized Non-Integration?

In order to investigate the emerging issues related to the use of different PMSs at local level, we need to cope with the following questions: What is the purpose of using central PMS by subsidiary’s management? What is the purpose of using local PMS by subsidiary’s management?

PMSs generate coordination at four different and incremental levels, corresponding to different PMSs purposes: (i) by forming a unified and standard organizational language needed to internal and external communication; (ii) by monitoring segmental results and connecting them to the global ones; (iii) by matching different perspectives and evaluating alternative actions; (iv) by assigning coherent economic responsibilities and rewarding results (Neely, 2002). In synthesis, (a) if PMS is used pursuing only the two former purposes, it generates informative integration: it works as an informative device (Abernethy & Lillis, 2001); (b) if PMS is used pursuing all the four scopes, it generates managerial integration: it works as a mechanism for organizational control and integration (Beer, 1981), a sort of evaluative mechanism inducing strategic alignment at all organizational levels. 
We supposed that the Non-Integration between central and local PMSs leads to strategic Mis-Alignment, whenever subsidiary’s management restricts the use of central PMS to provide information (informative device), whereas the local PMS influence the decisions and actions of subsidiary’s management (evaluative mechanism). 
Strategic alignment is not a new concept in management. The concept of strategic alignment has been investigated in different subdisciplines of management (e.g. in human resources literature, Truss & Gratton, 1994; in information systems literature, Henderson & Venkatraman, 1993). These several studies share the idea that business strategy can only succeed when a fit between organization’s strategy, structure, and management systems is achieved. In management control, there is a consolidated literature that investigates the relationship between management control systems and strategy (for more details see the well-structured review of Langfield-Smith, 1997). PMSs are considered as mechanism to align management process with the achievement of the chosen strategic objectives (Gates, 1999; Otley, 1999; Chenhall, 2002). As a consequence, when central PMS is locally used merely as informative device and subsidiary’s management develop local PMS as evaluative mechanism, strategic Mis-Alignment does occur because headquarters strategic objectives (included in central PMS) are not aligned with local decision-making process (based on local PMS).    
The following grid (Figure 2) is proposed to summarize the possible outcomes of the mix of PMSs purposes. 
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Figure 2. The grid of PMSs purposes.

Four different situations are depicted. In the upper left side of the grid (cell 1), local PMS is used to evaluate performances of local actions and to incentive effective behaviours. Meanwhile, the central PMS serves exclusively to periodically transmit local results to the headquarters. Since local decision-making process is exclusively influenced and supported by the information included in the local PMS, there is an area for Potential Strategic Mis-Alignment. At the opposite side, that is in the lower right side of the grid (cell 3) central PMS is used by local management to evaluate and incentive, but local PMS exists in order to analytically communicate local performance levels. In this case, local decision-making processes are guided by central PMS which are designed according to global strategies. Therefore, an area of potential aligned convergence of central strategies and local decisions can be observed. However, the existence of a local PMS (PMSs Non-Integration) could imply an initial subsidiary’s step in the process to acquire more autonomy, shaping local cognitive orientation. In the lower left side of the grid (cell 4), both local and central PMSs are mainly used to provide information: central PMS has to meet global requirements, whereas local PMS elaborates more analytically performance reports. PMS losses its traditional mandate to be an evaluative mechanism and behaviours and decisions are governed through alternative mechanisms: centralization (Gates & Egelhoff, 1986) and normative integration (Van Maanen & Schein, 1979) are two possible approach based on set of mechanisms different from PMS and used to manage the relationships with peripheral units. In the upper right side of the grid (cell 2), where both local and central PMS are used as evaluative mechanisms, there is a case of conflict of interests between subsidiary and headquarters. Local management attempts to guide the activities assuming different evaluation criteria with respect to those established by the corporate. 
The following statement proposes the above discussed consequence of PMSs Non-Integration.  

PROPOSITION 2: Whenever local PMS is used as evaluative mechanism, and central PMS work as informative device, Potential Strategic Mis-Alignment does exist between central strategic objectives and local management decisions.
3.
FACTORS INFLUENCING strategic mis-alignment
In this Section, we propose four factors influencing the Potential Strategic Mis-Alignment. For each of them we generate testable hypotheses in order to appreciate the impact of concepts whose roles in strategic alignment process are emphasized in IB literature and in Management Control Systems studies. The four factors are related to the nature of headquarters-subsidiary relations, the bundle of measures contained in PMS, the pressures of competitive environments, and the relevance of local unit’s role within the MNC. Namely, they are: 

· local subsidiary’s autonomy in the design of central PMS;

· measurement diversity of  central PMS;

· global pressure locally perceived;
· subsidiary’s size.       

First, we suppose that nature of the headquarters-subsidiary relationship influences the Strategic Alignment. In IB literature, studies on headquarters-subsidiary relationship are focused on centralization and autonomy of decision-making (Hedlund, 1981; Hedlund, 1994). The recent content analysis conducted by Paterson and Brock (2002) shows the relevance of autonomy concept for research on MNCs: autonomy is one of the most cited word in recent studies in IB. Headquarters can alternatively delegate the design of PMSs to subsidiary management or impose predefined structure and content of the measurement systems according to top-down approach (Goold & Campbell, 1987). We propose to investigate the role played by the autonomy in Strategic Mis-Alignment. In their model of subsidiary development, Birkinshaw and Hood (1998) considered subsidiary choice as one of the three main drivers of local development. Subsidiary’s choice includes the subsidiary-management’s desire to increase autonomy. Consequently, our expectation is to observe a positive correlation between the autonomous design of PMS and the strategic Mis-Alignment.  

HYPOTHESIS 1: Local autonomy in the design of PMS transmitted by subsidiary’s management to headquarters (central PMS) is positively correlated with strategic Mis-Alignment. 
Second, Mis-Alignment reflects a difference of perception about the performance drivers. PMSs contain indicators which should shed light on the source of value generation. Modern PMS models tend to enlarge the set of performance measures, integrating financial, customer, internal business process, and organization’s learning and growth perspectives (Kaplan & Norton, 1992). According to Kaplan and Norton (2001) the implementation of balanced reporting systems should improve managerial decision-making and capture the firm’s desired business strategy. Likewise, wider spectrum of perspectives included in central PMS should contemporary meet both local and central information needs. These arguments lead to the following hypothesis: 

HYPOTHESIS 2: Measurement diversity in central PMS is negatively correlated with strategic Mis-Alignment. 
Third, headquarters control methods should vary depending on business factors (Bartlett & Ghoshal, 1986; Ghoshal & Nohria, 1989). Businesses are subject to varying degrees of global coordination (Prahalad & Doz, 1987). Pressure for global coordination could help headquarters to eliminate the independence which is locally needed for PMSs Non-Integration. Then:
HYPOTHESIS 3: Global pressure perceived is negatively correlated with strategic Mis-Alignment.  

Fourth, formalization mechanisms, like PMSs, play crucial role in the control process in case of high local resources (Ghoshal & Nohria, 1989). The amount of organizational resources available at subsidiary level can exacerbate the tensions between headquarters and local management (Andersson & Pahlberg, 1997). Subsidiary’s size is one of the commonly used proxies for the volume of local resources. As a consequence:
HYPOTHESIS 4: Subsidiary’s size is positively correlated with strategic Mis-Alignment.
4.
METHOD
Data Collection
Abernethy (1999) attributes descriptive power to researches conducted through survey. In particular, surveys give opportunity to observe the research object and the supposed related variables in their natural settings, enhancing the significance of the analysis (Brownell, 1995).  

We collected data through questionnaires mailed to Chief Financial Officer in Italian subsidiary of foreign MNCs. CFOs are selected as the most adequate category of respondents, because they daily use PMSs and discuss the reported performance measures with top management. On average, respondents had been in their current position for four years (Median: 3yrs).
Our questionnaire was designed with the cooperation of two CFOs and pilot testing was conducted in order to ensure that variables of interest were relevant and to remove any ambiguity in the wording of the measures. In this paper’s draft, a total of 41 (response rate 44%) questionnaires are returned. Many managers added personal comments, supporting the relevance of PMSs Non-Integration and its important managerial implications. For example, a respondent wrote:

The PMS does not fit with the local responsibility structure and it serves only to transmit data, but it cannot be locally used to evaluate performance of the different units within our group.   
The sample was randomly constructed. The high variety in the sectors included in the sample (10 services firms and 31 industrial firms) underlines the cross-industries nature of this research. On average, subsidiaries had 1.350 employees (Median 260) and the parent multinational groups had approximately 49.500 employees (Median 28.150).    
Questionnaire measures

PMSs Purposes  

The first group of variables are constructed to assign each subsidiary to one specific cell in the PMSs purposes grid. Two specific questions are administered to confirm the existence of both central PMS periodically provided to headquarters, and local PMS periodically elaborated for reporting to subsidiary’s management. In addition, CFOs were asked to rank the four purposes of PMS (communication, monitoring, evaluation, incentive as discussed in Section 2), in order to capture the roles of both local and central PMSs in the strategic alignment process. High ranks on communication and monitoring indicate informative purposes; high ranks on evaluation and incentive indicate evaluative purposes. As a result, two dummy variables (one referring to the central PMS and one referring with the local PMS) were constructed, assuming value 0 for the informative purposes and value 1 for the evaluative purposes. 

Factors influencing Strategic Mis-Alignment  
The second group include all the variables used to operationalize the factors which are supposed to influence strategic Mis-Alignment (as argued in Section 3). 

Hierarchical approach in the design of central PMS

Respondents were asked to indicate the approach used in designing PMS periodically sent to headquarters. Namely, four items were proposed: centrally imposed; centrally defined and discussed with local subsidiaries; locally defined and discussed with headquarters; autonomously designed at subsidiary level. The variable constructed is an inversely quantitative scaled indicator of the hierarchical approach: its extremes were 1 as central PMS centrally designed by headquarters, and 4 as central PMS independently designed by local management.  

Measurement diversity
Kaplan and Norton (1996) proposed four main perspectives which can be adopted to measure the performance. According to the two American authors and a lot of contributions of academicians and practitioners as well, these four dimensions are capable to capture all the possible areas of value sources. We assumed this categorization to count the number of perspectives adopted in PMSs and we treat measurement diversity as a numeric variable with minimum equal to 1 and maximum equal to 4.         

Global Pressure 

Prahalad and Doz (1987) construct a methodology to map the characteristics of a business, especially capturing the pressures for globalization and for local responsiveness. However, the two authors applied such methodology to observe headquarters. In order to operationalize the global pressure faced by subsidiary, we use the items of Prahalad and Doz, and counterbalance them for two items connected with the pressures for local responsiveness. Namely, they are the differences in distributions and the importance of host government demands because, as noted in Bartlett and Ghoshal (1990), they play a crucial role at subsidiary level. In this way, we construct global index, measuring more reliably the global pressure in the subsidiary’s competitive environment. Factor Analysis on the overall set of items shows that they explain two factors and, consistently with the research method, only the last two are positively correlated with the second factor.   

Subsidiary’s size

According to Andersson and Pahlberg (1997), subsidiary’s size can be measured as the subsidiary’s proportion of the total employment within the group. We divided the overall sample into two subsets on the basis of the subsidiary’s size. By considering the median of the subsidiary’s size value, a dummy variable is constructed with value 1 for small subsidiaries and value 0 for big subsidiaries.
Antecedents and consequences of PMSs Non-Integration
The variables of the third group are constructed to investigate antecedents and consequences of PMS Non-Integration. Data were collected during a second phase of the survey, involving only respondents to the first phase. Till now, we have gathered data referred to 13 subsidiaries (31% of the respondents sub-sample and 14% of the overall sample).   
Lack of understanding

Respondents were asked to indicate the relevance of 4 proposed reasons why local PMS is developed and used by subsidiary’s management.  The scale ranged from not relevant (scored one) to extremely relevant (scored five). The proposed reasons were: (i) administrative and accounting requirements; (ii) needs for more analytical information about the performance and its drivers; (iii) inadequacy of central PMSs for supporting local decision-taking process; (iv) lack of advanced information technology infrastructures. In our theoretical framework, lack of understanding is the reason why subsidiary’s management develops and uses local non-integrated PMS. High scores on reason (iii) with respect to those assigned to the other reasons would support our expectations.     
Strategic Mis-Alignment

Respondents were asked to assess the influence of both central PMS and local PMS on three clusters of strategic decisions, concerning with Sales & Marketing, Technology & Production, and Human Resources respectively. The influence was measured on a scale anchored at no influence (scored one) to high influence (scored five). The difference between the influence of local PMS and that of central PMS gives insights for Strategic Mis-Alignment detection. 
Descriptive Statistics
PMSs Purposes  









Figure 3. The map of PMS Non-Integration.

Central PMS is present in 39 subsidiaries; two subsidiary states to not have a central PMS (Figure 3). In personal comments, one CFO of these two respondents provides some motivations, by explaining the fundamental role played by management information systems in data reporting process: one global database is implemented in all dispersed unit and the coordination is the results of the so-called technology-based integration. 

Among the 39 subsidiaries with central PMS, 32 (78% of the sample) have also local PMS. This confirms our first expectations about the use of further PMS at subsidiary level to locally govern actions and support decision-taking process. This is one of the most significant results of this survey, discovering an unexplored field of research. In addition, PMSs Non-Integration is accompanied by a variegated mix of purposes assigned to central and local PMSs: the former has an informative purpose in the 85% of valid cases; the latter works merely as an informative device in the 68% of valid cases. 
Factors influencing Strategic Mis-Alignment  
Most of subsidiaries analyzed (62,5%) reports a hierarchical process in the design of central PMS (Table 1; Panel A); in 10 (24%) subsidiaries, central PMS was defined by headquarters, even if its design was discussed and shared with local management; finally, central PMS was independently designed by local management in only one case within our sample.
28 (74%) subsidiaries had almost two measurement perspectives adopted in the central PMS (Table 1; Panel B): this result gives insights for the ongoing debate on the importance to assume different measurement perspectives in order to fully appreciate the key performance factors (Kaplan & Norton, 2001; Lipe & Salterio, 2000).
The measure of pressure for globalization (INDEXGLOB in Table 2; Panel A) shows that our sample contained more subsidiaries operating in environment with pressure for globalization (87,8%), than those operating in contexts with pressure for local adaptiveness (12,2%) (see variable adapt in Table 2; Panel C). Moreover, it has to be noticed that this measure could be biased by the self-report method used to operationalize the competitive pressure in the business.

	Panel A: Hierarchical Approach
	 

	Values
	Frequency
	Percent
	Valid Percent

	1
	26
	63,41
	68,42

	2
	10
	24,39
	26,32

	3
	1
	2,44
	2,63

	4
	1
	2,44
	2,63

	Total
	38
	92,68
	100

	Missing
	3
	7,32
	

	Total
	41
	100
	 

	Panel B: Measurement Diversity
	 

	Values
	Frequency
	Percent
	Valid Percent

	1
	18
	43,90
	47,37

	2
	10
	24,39
	26,32

	3
	4
	9,76
	10,53

	4
	6
	14,63
	15,79

	Total
	38
	92,68
	100

	Missing
	3
	7,32
	 

	Total
	41
	100
	 


Table 1. Categorical variables.  
	Panel A: Global pressure index
	 
	 
	 
	 
	 

	
	N.obs
	Range
	Minimum
	Maximum
	Mean
	Std. Dev.
	Median

	INDEXGLOB
	41
	19
	-4
	15
	1,98
	3,47
	1

	Panel B: Subsidiary's size index
	 
	 
	 
	 
	 

	
	N.obs
	Range
	Minimum
	Maximum
	Mean
	Std. Dev.
	Median

	INDXDPER
	39
	25,43
	0,13
	25,56
	3,14
	4,87
	1,6

	Panel C: Adaptive subsidiaries
	 
	 
	 
	 
	 

	Values
	Frequency
	Percent
	Valid Percent
	
	
	
	

	0
	36
	87,80
	87,80
	
	
	
	

	1
	5
	12,20
	12,20
	
	
	
	

	Total
	41
	100
	100
	 
	 
	 
	 


Table 2. Quantitative and dummy variables.  
The variable INDXDPER measures the relative subsidiary’s size (in percentage values) with respect to that of its parent multinational group. In our sample the median value of the subsidiary’s size is 1,6% as reported by Table 2, Panel B; in our sample there is no subsidiary, employing more than 26% of the overall number of employee working within the MNC.
Antecedents and consequences of PMSs Non-Integration

Table 3 reports descriptive statistics referred to the relevance of four proposed reasons why subsidiary’s management design and use local PMS. The data collected reveal that lack of understanding is always relevant in explaining the use of a non-integrated PMS at local level (no respondent assigned score one to lack of understanding): in 30% of valid cases, respondents identify lack of understanding as the primary reason why local PMS exist. Another important reason appears to be the need for more analytical information in order to evaluate and communicate performance results at local level (on average this reason obtain the higher score). 
	 
	N.obs
	Range
	Minimum
	Maximum
	Mean
	Std. Dev.

	Administrative requirements
	13
	4
	1
	5
	2,62
	1,26

	Need for more analyticity 
	13
	1
	4
	5
	4,62
	0,51

	Lack of understanding
	13
	3
	2
	5
	3,85
	0,99

	Lack of IT
	13
	4
	1
	5
	1,85
	1,52


Table 3. The relevance of the lack of understanding.

Strategic Mis-Alignment

For each cluster of strategic decisions we calculate a mean difference between the influence of central PMS and that of local PMS. On average, decisions related Human Resources show the highest delta (1,8); Sales & Marketing cluster has mean delta of 1,5 and Technology & Production cluster has mean delta of 0,9.
5.
RESULTS and DISCUSSION

In this paper draft we can present and discuss initial evidence on results of testing our two propositions and four hypotheses.
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Figure 4. Results
Figure 4 shows the distribution of the sample throughout the four cells. Only 5 (17%) subsidiaries use central PMS for evaluative purposes. In multinational context, it appears extremely challenging to govern the headquarters-subsidiaries relationship through the use of PMSs: local realities cannot be easily represented with a single and overall-accepted measurement instrument. The pressure for coordination of the corporate has to face with the pressure for autonomy of local management. However, the search for autonomy by subsidiary’s management seems to win the trade-off. The results reveal that headquarters could rarely resolve tension between centres and peripheries through PMSs. On the opposite, the mix of different mechanisms is the most common situation in our sample. 17 (57%) subsidiaries use both local and central PMSs with informative purposes. The choice of control mechanisms mix emerges as a widely diffused solution to generate alignment within the multinational networks of local units. Notwithstanding the amount of contributions sustaining the effectiveness of control mechanisms mix, few studies have been conducted in order to examine how to compose this mix, which conditions determine the success of this approach, which formal and informal mechanisms could be usefully used. 2 (7%) firms in the sample present a situation of so-called conflict of power: the use of both central and local PMS with evaluative purposes could be considered as an extreme situation, causing many managerial problems in the headquarters-subsidiary relation. Finally, 8 (27%) subsidiaries use central PMS with informative purposes, whereas they use local PMS to evaluate and incentive. This situation can be associated to a potential strategic Mis-Alignment in the local decision with respect to global goals. It clearly emerges the search for autonomy in the decision-making process, and the subsidiary’s management initiative to implement measurement systems in order to influence decisions and actions. This search for autonomy through PMS could lead to inefficient Mis-Alignment between local decisions and global strategies. 
Table 4 reports results referring to the investigation about reasons why subsidiary’s management design and use local PMS. We present them, dividing the valid cases (described in Section 4) into two subgroups: subsidiaries belonging to cell 1 in the above grid (Potential Strategic Mis-Alignment) and those belonging to cell 4 (Alternative Mechanisms). Subsidiaries in the former subgroup show higher mean values for any proposed reason. Consistently with results reported in Table 3, need for more analytical information and lack of understanding are the reasons with the highest mean score in both two subgroups. It derives that lack of understanding is perceived as a key cause of PMS Non-Integration and when it is highly perceive is associated to a critical difference in PMSs purposes (that is, central PMS is used as informative device and local PMS has evaluative purposes, like in cell 1). These results support Proposition 1.     
	Mean values
	Administrative requirements
	Need for more analyticity 
	Lack of understanding
	Lack of IT

	Strategic Potential Mis-Alignment            (6 obs)
	3,00
	4,67
	4,00
	2,50

	Alternative mechanisms                              (6 obs)
	2,33
	4,50
	3,50
	1,00


Table 4. Motivations underlying the use of local PMSs.
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Figure 5. Strategic Mis-Alignment (1-6 subsidiaries of cell 1, 7 subsidiary  of cell 3; 8-13 subsidiaries of cell 4) 

Figure 5 reports the mean value of influence on local decisions assessed for local and central PMS with respect to any respondent subsidiary (they are indicated on y-axis). In the case of subsidiaries belonging to cell 1 (i.e. Potential Strategic Mis-Alignment), large gaps between the influence of local PMS and that of central PMS can be observed. This difference is lower for the other subsidiaries. This limited evidence is consistent with Proposition 2: when local PMS is used as evaluative mechanism, and central PMS has informative purposes, we observe lack of influence of central PMS on local decisions. This supports the connection between PMS Non-Integration and Strategic Mis-Alignment (as highlighted in Figure 1).  Table 5 includes details on mean values of influence assigned to local and central PMSs, considering separately the three clusters of local decisions. Human resources is the decisional area, where the PMSs Non-Integration causes the highest difference of influence between local and central PMSs.     

	Strategic Decisions
	Mean Values
	Strategic Potential Mis-Alignment            (6 obs)
	Alternative mechanisms                              (6 obs)

	Sales & MKTG
	Local PMS
	4,03
	3,24

	
	Central PMS
	1,93
	2,88

	
	Diff.
	2,10
	0,36

	Technology & Production
	Local PMS
	3,87
	3,48

	
	Central PMS
	2,40
	2,84

	
	Diff.
	1,47
	0,64

	Human Resources
	Local PMS
	4,43
	3,72

	
	Central PMS
	2,03
	2,44

	
	Diff.
	2,40
	1,28

	TOTAL
	Local PMS
	4,11
	3,40

	
	Central PMS
	2,10
	2,38

	
	Diff.
	2,01
	1,02


Table 5. Mean values of influence on three clusters of local decisions. 

Finally, we discuss some initial evidence on the role played by the four factors in the influence of strategic alignment process. 
Firstly, hierarchical approach in the design of central PMS is correlated (ANOVA Table, Sig. 0,029) with the subsidiary’s position in cell 1. This result reveals that autonomy plays a fundamental role in the alignment process, as sustained in IB literature. Moreover, Pearson Chi-Square Test between local PMS purpose and a dummy variable (0 as central PMS is not imposed by headquarters; 1 as central PMS is imposed by headquarters) is significant (Asymp. Sign. 0,018). This means that, on one hand, subsidiary uses autonomy in order to independently manage local actions, and, on other hand, PMSs could be locally used as mechanism for searching autonomy. Hypothesis 1 is partially supported.
Secondly, in our sample measurement diversity is not associated to subsidiary’s position in cell 1. Furthermore, both central and local PMSs purposes are not associated to measurement diversity. These results underline that in strategic alignment process is relevant the way systems are used and not their contents. Many authors have devoted their efforts to discover links between strategy and measures contained in PMSs. Our results show that PMSs purposes are the key element to be investigated in order to correctly grasp the elements of the strategic alignment.  
Finally, strategic mis-alignment is also independent from both global pressure perceived and subsidiary’s size. 

6.
 LIMITATIONS AND FURTHER RESEARCH
This paper’s draft describes results of an ongoing research project. As a result, discussed evidence suffers a lack of statistical significance, affecting the relevance of our conclusions. However, the high response rate and the initial results supporting our theoretical framework confirm the importance of the topic for both academic discourse and managerial implications.

In order to obtain robust empirical data, we need to collect more responses and widen the sample of subsidiaries under investigation. A further step is to measure variables related to organizational and economic performance in order to test outcomes of strategic alignment. In addition, the high number of subsidiaries using both local and central PMSs with merely informative purposes calls for new qualitative and quantitative researches, analyzing the role of PMSs in modern MNCs.    
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