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ABSTRACT

This paper reviews the assumptions of models of less-hierarchical MNC, which allow the distinction between a design and an organic view of subsidiary coordination. Based on such a dichotomy the paper also discusses previous research on individual dependence and uncertainty. As a corollary of such a review of literature and of an empirical study of Portuguese subsidiaries of Finnish MNCs, eight scenarios of individual uncertainty and dependence are suggested. Such scenarios associate foreign subsidiary managers’ perceived degree of uncertainty and dependence with the function of their personal contacts in local implementer subsidiaries. The implications of such findings for the design and organic views of subsidiary coordination are examined in the concluding section.
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1 INTRODUCTION

In recent managerial studies of multinational corporations (MNCs), the concept of network (Araujo and Easton 1996) has been adopted in order to capture internal relationships among sister units and the headquarters as well as external relationships to counterparts in the local market (Hedlund 1986; Ghoshal and Bartlett 1990; Forsgren and Johanson 1992). The so-called “network paradigm of the MNC” (Birkinshaw 2000) encompasses numerous models, which describe such an organization, among others, as heterarchy (Hedlund 1986, 1993; Hedlund and Rolander 1990; Hedlund and Ridderstråle 1998), multifocal corporation (Doz 1986; Prahalad and Doz 1987), transnational corporation (Bartlett 1986; Bartlett and Ghoshal 1987a, 1987b, 1989, 1995a, 1995b), multi-centre firm (Forsgren 1990b; Forsgren et al. 1992), horizontal organization (White and Poynter 1990), metanational (Doz et al. 1996; Doz et al. 2001), differentiated network (Nohria and Ghoshal 1997), and individualized enterprise (Ghoshal and Bartlett 1998).

Such models are thought to share a view of the MNC as becoming “less-hierarchical” (Marschan 1996, 1997), once that they challenge traditional views of both hierarchy (e.g. Hedlund 1993) and formal structure (e.g. Bartlett and Ghoshal 1990). In particular, the network paradigm of the MNC attempts to circumvent the inability of studies inspired by the so-called strategy-structure paradigm (Chandler 1962) to generate a structural design, which could simultaneously support strategies for global efficiency, local responsiveness, and worldwide learning (Bartlett and Ghoshal 1989). In other words, it is suggested that a single broad design provides the MNC with more flexibility to cope with environmental and strategic change than tightly specified designs under contingency theory (Egelhoff 1999). 

In general, less-hierarchical MNCs are thought to share five basic dimensions (Marschan 1997), which include: a) delegation of decision-making authority, b) delayering of organization levels, c) geographical dispersal of key functions, d) de-bureaucratisation of formal procedures, and e) differentiation of work, responsibility and authority among subsidiaries. Such a differentiation of subsidiaries (Ghoshal and Nohria 1989) in geographically dispersed and heterogeneous settings (Prahalad and Doz 1987) is thought to constitute a rather complex task for managers at the headquarters (Doz and Prahalad 1991) and in subsidiaries (Gupta et al. 1999). Models of less-hierarchical MNC thus tend to suggest the adoption of informal mechanisms of coordination (Martinez and Jarillo 1989; Harzing 1999) at the level of individuals and groups (Bartlett and Ghoshal 1990; Egelhoff 1999), which are thought to supplement rather than replace formal mechanisms of coordination and control
 (O’Donnell 2000). 

Such mechanisms of coordination require, in turn, inter-unit communication (Edström and Galbraith 1977; Baliga and Jaeger 1984), which involves individuals in general (Marschan 1996; Nohria and Ghoshal 1997) and managers in particular (Ghoshal et al. 1994; Nohria and Ghoshal 1997). In this respect, it has been suggested the need for further research on interpersonal relationships of individuals (Marschan 1996) and of subsidiary managers (Gupta et al. 1999; O’Donnell 2000), within and across the MNC’s boundaries. Subsidiary managers, in particular, may be regarded as boundary spanning individuals (Tushman 1977) given their wide range of contacts within and across subsidiary’s boundaries (Nohria and Ghoshal 1997). In other words, they are expected to bridge otherwise disconnected entities within and across the MNC (Granovetter 1973; Burt 1992). 

In similar fashion, foreign subsidiary managers (FSMs) are expected to participate in MNC coordination (Gates 1994; Ghoshal and Bartlett 1998) due to a broader range of intra-group contacts than other subsidiary employees (Nohria and Ghoshal 1997) and of local contacts than other managers at the MNC (Bartlett and Ghoshal 1992, 1997). A research gap can, therefore, be identified: the need to examine the extent to which FSMs act as boundary spanning individuals who contribute to subsidiary coordination in less-hierarchical MNCs. The present paper attempts to narrow such a gap by associating FSMs’ degree of uncertainty and dependence with the function of their personal contacts in local implementer subsidiaries (Birkinshaw and Morrison 1995). 

The following section thus reviews the main assumptions of models of less-hierarchical MNC as well as more specific assumptions of such models, which allow the distinction between a design and an organic view of subsidiary coordination. The third section reviews previous research on individual dependence and uncertainty, and discusses the definitions of FSMs’ dependence and uncertainty here adopted. The fourth section addresses the empirical study on which the findings of the present paper are based. Such findings are presented in the fifth section in the form of scenarios of FSMs’ uncertainty and dependence. The sixth section associates such scenarios with the functions of FSMs’ personal contacts. The implications of such findings for the design and organic views of subsidiary coordination are discussed in the seventh and concluding section.  

2 DESIGN AND ORGANIC VIEWS OF SUBSIDIARY COORDINATION

Managerial studies of MNCs may be subdivided in two streams of research, following Whittington’s (1993) distinction between a classical and a processual approach to strategy. The classical approach is associated with profit-oriented rational analysis, whereas the processual approach takes bounded rationality (Cyert and March 1963) and organizational micro-politics (Pettigrew 1973) as the driving forces behind organizational strategic behaviour. Correspondingly, managerial studies of MNCs may be classified into studies inspired by: a) the so-called strategy-structure paradigm (Chandler 1962) and b) the process perspective of strategy (Bower 1970). 

The former studies (e.g Stopford and Wells 1972; Franko 1976) may be labelled the classical approach to MNC management by assuming that organizational structure reflects firms’ strategy, itself associated with a relatively stable environment (Egelhoff 1999). The latter studies, including the so-called “process school” of the diversified MNC (Doz and Prahalad 1991), may be labelled the process approach to MNC management as they assume a constant dilemma between integration and responsiveness needs (Doz and Prahalad 1984), which is to be resolved by confronting managers’ conflicting views (e.g. Doz 1986).

The process approach to MNC management does not emphasize, therefore, a causal chain between environment, strategy and structure (Chandler 1962). It assumes, instead, that organizational structure may as well determine strategic change (e.g. Hall and Saias 1980), and it is not necessarily triggered by the environment (Hedlund and Rolander 1990). In recent years, research within the process approach to MNC management has increasingly attempted to model the MNC as a network (Hedlund 1986; Ghoshal and Bartlett 1990; Forsgren and Johanson 1992). In this respect, Birkinshaw (2000:108) even refers to a network theory of the MNC “in which each unit has both its internal network relationships (to sister units and to HQ) and its external network relationships (to the local marketplace and beyond)”. The author notes, however, that: “in its current form it probably deserves to be called a paradigm or framework rather than a theory” (Birkinshaw 2000:98).

As mentioned in the introductory section, the multidimensionality, complexity and heterogeneity of an MNC is thought to require a single broad design (Egelhoff 1999), which takes into account the following aspects of their management (Doz and Prahalad 1991:147):

· structural undeterminacy (little usefulness of any stable uni-dimensional structural design or concept)

· internal differentiation (recognition in management processes of various countries, products, and functions)

· integrative optimisation (recognition of decision-making trade-offs)

· information intensity (formal and informal information flows as a source of competitive advantage)

· latent linkages (facilitated rather than pre-specified interdependences)

· networked organization and “fuzzy” boundaries (recognition of business counterparts and network relationships)

· learning and continuity (tension between low cost interaction and innovation and change)   

Based on such assumptions of MNC management, Doz and Prahalad (1991:153) recognize the relevance of both contingency theory (Lawrence and Lorsch 1967) and “research on external power and dependence” (Pfeffer and Salancik 1978) for studies of MNCs. Correspondingly, two perspectives on coordination and control appear to coexist within the process approach to MNC management, which may be labelled the design and the organic views of subsidiary coordination (Andersson and Holm 2002). 

The design view is inspired by contingency theory (Lawrence and Lorsch 1967) and more normative in orientation whereas the organic view is based on the resource dependence view of the firm (Pfeffer and Salancik 1978) and more descriptive in nature. Most studies of less-hierarchical MNCs (e.g. Prahalad and Doz 1987; Bartlett and Ghoshal 1989; Nohria and Ghoshal 1997; Ghoshal and Bartlett 1998) appear to subscribe the design view, by assuming that headquarters control subsidiaries and decide the overall strategy. Other studies (e.g. Forsgren 1990a, 1990b; Ghoshal and Bartlett 1990) appear to subscribe the organic view, by assuming that MNC coordination reflects both headquarters’ authority (Forsgren 1990a) and subsidiary influence based on the control of critical resources (Larsson 1985).

As mentioned in the introductory section, one dimension of less-hierarchical MNCs is differentiation, by which “subsidiary units are granted highly specialised roles in terms of functional and geographical responsibilities” (Marschan 1997:440). Subsidiary roles have been addressed both within the design and the organic views of subsidiary coordination. Within the design view, the headquarters are thought to deliberately differentiate the formal structure as well as formal and informal management processes to match different national contexts (Lawrence and Lorsch 1967). Within the organic view, such organizational processes are supposedly differentiated based on internal power relationships, which, in turn, are dependent on the control of resources (Pfeffer and Salacik 1978). 

In this respect, Birkinshaw and Morrison (1995) arguably contend that the term “role” suggests an imposed function on the subsidiary, whereas the term “strategy” implies a higher degree of freedom on the part of subsidiary management to decide its own destiny. More recently, Taggart (1997) appears to subscribe the organic view of subsidiary coordination by stating that: “there seems no prima facie reason why an MNC subsidiary should not adopt a low integration-low responsiveness strategy, either pro-actively or due to negligence on the part of the parent corporation”. In similar fashion, Andersson and Forsgren (2000:162) state that: “literature to a large extent ignores that an MNC, as other firms, are organic entities rather than instruments. The headquarters intentions to orchestrate an integration within the MNC are always in conflict with every sub-units history, interest and business context”. 

Based on an empirical study, which is described in section 4, the present paper equally discusses the degree of FSMs’ discretion in the coordination of local implementer subsidiaries of less-hierarchical MNCs. In particular, such a degree of discretion is conceptualised in terms of informational- and decisional dependence, which, in turn, are combined with FSMs’ perceived degree of uncertainty in order to characterise their interpersonal context. The concepts of FSMs’ dependence and uncertainty adopted in the present paper are discussed in the following section. 
3 FSMS’ DEPENDENCE AND UNCERTAINTY

According to social exchange theory, the dependence of one party in an exchange relationship corresponds to the power of the other. In this respect, Emerson (1962:32) argues that: “the dependence of actor A upon actor B is (1) directly proportional to A’s motivational investment in goals mediated by B, and (2) inversely proportional to the availability of those goals to A outside the A-B relation”. Earlier, Weber (1947) equally asserted that bureaucracy authority is based on formal decree, but also on the superior’s ability to control resources upon which the subordinate depends. Astley and Sachdeva (1985) label such two sources of authority the legal and the rational components of authority, respectively.    

In the context of MNCs, Forsgren (1990a:74) equates authority with “power based on a right to control and a concomitant obligation to obey” and influence with “power based on the control of critical resources” (Larsson 1985). Authority is thought to affect organizational decisions directly and to flow unilaterally downward, whereas influence is seen as more informal and multidirectional in nature. Forsgren (1990a) thus seems to restrict authority to its legal component by equating its rational component with influence (Astley and Sachdeva 1985). More recently, Hewett and Bearden (2001:53) define dependence of one party on another “as the extent to which the first party relies on the relationship for the fulfilment of important needs” such the case of FSMs on the headquarters. The authors do not specify, however, whether such a dependence and concomitant authority is legal or rational (Astley and Sachdeva 1985). 

Uncertainty has been generally defined as the difference between the amount of information required to perform a task and the amount of information already possessed by the organization (e.g. Galbraith 1973). Tushman (1979:483) refers to both internal and external sources of work related uncertainty, which require organizations “to gather information from the environment, process information within the organization, and then export information back to the environment”. Earlier, Thompson (1967) had identified technologies and environments as major sources of uncertainty for organizations.  

In his review of literature employing the concept of uncertainty, Milliken (1987:134) notes that environmental uncertainty may be used “both as a descriptor of the state of the organizational environment and as a descriptor of the state of a person who perceives himself/herself to be lacking critical information about the environment”. The former implies that uncertainty can be objectively measured (e.g. Starbuck 1976), whereas the latter takes such measurements as incompatible with contrasting perceptions due to contextual factors and individual attributes (e.g. Downey et al. 1975). Milliken (1987:136) appears to subscribe the latter view by defining uncertainty “as an individual’s perceived inability to predict something accurately”. The author suggests three types of environmental uncertainty, which can be experienced by an organization’s administrators: state, effect and response uncertainty. State uncertainty refers to perceived unpredictability of changes in the general environment or of actions by key organizational counterparts. Effect uncertainty refers to the inability to predict what impact a change or action will have on the organization. Response uncertainty refers to the lack of knowledge of own response options and/or the inability to predict their consequences. 

In the present paper, dependence is equated with FSMs’ lack of authority (Weber 1947), which in turn may be legal or rational (Astley and Sachdeva 1985). Legal authority is based on the formal right to control and be obeyed to, whereas rational authority is based on the control of resources upon which others depend. It must be noted, however, that the empirical study on which the present paper is based (see section 4) did not allow the analysis of dependence based on the control of resources within the MNC (e.g. Larsson 1985). That means that the present paper only addresses FSMs’ perceived degree of legal dependence (Astley and Sachdeva 1985). 
It must be noted as well that FSMs may perceive lack of legal authority within the MNC for different purposes. Two such purposes, which have been previously associated with the interpersonal role of managers, are information-exchange and decision-making (e.g. Mintzberg 1990). Such purposes may be regarded as goals (Emerson 1962) or needs (Hewett and Bearden 2001), which form the basis for a manager’s dependence on other actors. FSMs’ lack of legal authority within the MNC may, therefore, be sub-divided into informational- and decisional dependence. Such types of dependence are defined in the present paper as “an individual’s lack of authority to control a process of information-exchange, in which he or she takes part” and “an individual’s lack of authority to control a process of decision-making, in which he or she takes part”, respectively.

Such definitions of dependence reflect the focus of the present paper on legal rather than rational authority (Astley and Sachdeva 1985). Informational dependence does not refer to dependence on information as a resource controlled by others (Pfeffer and Salancik 1978), but to the participation of an individual in a process of information-exchange, which he or she does not control. An example of a process of information-exchange within the MNC, in which a FSM participates but does not control, is a bureaucratic reporting system (e.g. Child 1973). An example of a process of information-exchange within the MNC, in which a FSM participates and controls, is a phone call to or from an ex-colleague.

Likewise, decisional dependence does not refer to lack of control over the outcome of decision-making – decisions – but to the lack of control over the process of decision-making, in which an individual participates. An example of a process of decision-making within the MNC, in which a FSM participates but does not control, is bureaucratic goal setting (e.g. Galbraith 1973). An example of a process of decision-making within the MNC, in which a FSM participates and controls, is coaching a subordinate. 
On the other hand, uncertainty is here equated with FSMs’ inability to predict something accurately, including internal and external changes to the organization, their outcomes and possible responses (Milliken 1987). Both dependence and uncertainty are thus regarded, in the present paper, as perceptions of FSMs rather than objectively measurable characteristics of their context. 
4 METHODOLOGY

The present paper is based on the findings of an empirical study, which adopts a cross sectional multiple-case study approach (Yin 1994; Stake 2000). The “cases” (Miles and Huberman 1994) are FSMs’ as the focal actor of a contact network. The final sample of cases consisted of 3 parent country nationals (PCNs), 4 host country nationals (HCNs) and 4 third country nationals (TCNs). Each of these managers was responsible for the Portuguese subsidiary of a Finnish multinational corporation. The subsidiaries were all operating in business-to-business markets, including telecommunications, pulp and paper, technical textiles, minerals, mechanical engineering, and plastic pipes.

At the subsidiary level of analysis, the context of the eleven cases was a local implementer subsidiary (Birkinshaw and Morrison 1995), in the sense that it operates with few resources in a non-strategic market (Bartlett and Ghoshal 1986) and that it is a net receiver of knowledge within the MNC (Gupta and Govindarajan 1991, 1994). The size of the subsidiary, measured in terms of absolute and relative amount of sales and employees, was adopted as a proxy for both the level of local resources (Ghoshal and Nohria 1989) and strategic importance of the local market (Bartlett and Ghoshal 1986). In this respect, the studied subsidiaries are typically SMEs with an average of EUR 28.8 million in sales and of 51 employees in 2001. The relative weight of the subsidiaries’ sales and employees for the MNC as a whole was, on average, 1.4% and 1.8%, respectively. In terms of knowledge flows (Gupta and Govindarajan 1991), all subsidiaries were classified as net knowledge receivers by their respective FSM.  
The data was primarily collected through semi-structured interviews, in addition to documents, audio-visual materials, and observations (Creswell 1998). Interviewees were selected due to their knowledge rather than convenience (Huber and Power 1985) and formally approached (Welch et al. 2002) on the basis of a consent form (Creswell 1998) and a standardized open-ended interview guide (Patton 1990), which is depicted in Appendix A. The present study is thus based on a total of 12 semi-structured interviews, including a pilot interview in order to evaluate the standardized open-ended interview guide, which were conducted between the 3rd of May 2001 and the 7th of January 2002. All interviews were tape-recorded and transcribed (Patton 1990) having generated nearly 350 pages or 160 thousand words of interview text. The interviewees were also required to provide feedback on the interview transcript for factual verification and on the preliminary conclusions. No interviewee has objected the contents of the interview transcript or the preliminary conclusions. 

Data analysis included seven general steps: sketching ideas, displaying data, identifying codes, reducing information, counting frequency of codes, relating categories, and relating to extant literature (Miles and Huberman 1994; Creswell 1998). Sketching ideas consisted of margin notes in the interview text. Display of data was based on a matrix of data by case and a table of categories to visualize variables by theme. Such variables and themes were theoretically and empirically linked through a hierarchical coding frame (Richards and Richards 1995). Information was reduced in terms of both the number of codes and the amount of text to which they were attached. The frequency of codes was subsequently counted to confirm or disconfirm patterns across cases (Eisenhardt 1989) following a logic of replication (Yin 1994). Such codes were then related to each other through a theoretical framework (Miles and Huberman 1994), which was itself compared to extant literature (Eisenhardt 1989). 

Such steps of qualitative data analysis were supported with computed software, including MS Word, MS Excel and NUD*IST N5. NUD*IST is an acronym for Non-numerical Unstructured Data Indexing Searching and Theorizing and has been specifically developed to support text interpretation and theory building (Tesch 1990; Weitzman and Miles 1995).   

5 SCENARIOS OF FSMS’ UNCERTAINTY AND DEPENDENCE
The notions of informational dependence, decisional dependence and uncertainty introduced in section 3, may be combined in order to analyse the interpersonal context of FSMs. Eight scenarios of individual uncertainty and dependence are thus suggested (see Figure 1 below), which are associated with individual, organizational, and/or market factors of FSMs’ personal contacts in the following sub-sections. Such contextual factors (see Appendix B for their definition) were identified in the analysis of case evidence and subsequently associated with a particular scenario of uncertainty in the local industrial market and of informational- or decisional dependence within the MNC. In the following sub-sections, FSMs’ degree of uncertainty is therefore associated with market factors, whereas their degree of dependence is associated with organizational factors. The individual factors are associated with uncertainty in the local industrial market and/or dependence within the MNC.  
Figure 1 Scenarios of FSMs’ uncertainty and dependence
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5.1 High Uncertainty and Low Informational Dependence

A scenario of high uncertainty and of low informational dependence as perceived by FSMs in industrial MNCs may be associated with the following contextual factors: background, career, language skills, initiative, sales orientation, social skills, personality, attitude, availability, corporate culture, market idiosyncrasy, market dynamism, supplier closeness, customer closeness, and business culture. 
The market factors listed in this section are assumed to increase FSMs’ degree of uncertainty. Concerning market idiosyncrasy, the interviewed FSMs mention local specificity in terms of market size and educational level as well as legislation and market concentration. According to the same FSMs, market dynamism has to do with uncertain demand. Supplier closeness, on the other hand, requires FSMs’ personal contacts to understand customers’ hierarchy and decision-making process. Customer closeness has to do with FSMs’ personal contacts by customers’ initiative as well as close relationships with suppliers. The last market factor in this section – business culture – refers to FSMs’ personal contacts, which may be inhibited by a high degree of ceremony in local counterparts, but also enhanced by their high degree of centralization.

Corporate culture is the only organizational factor listed in this section, being assumed to decrease FSMs’ degree of informational dependence. In this respect, the interviewed FSMs mention relatively common interests as well as open communication within the MNC, but also heterogeneous interests due to mergers and acquisitions.

The individual factors listed in this section are assumed to increase FSMs’ degree of uncertainty and/or to decrease their degree of informational dependence. In terms of background, the interviewed FSMs mention personal contacts which are either enhanced or inhibited by their nationality and/or profession. The same FSMs mention personal contacts with counterparts that they first met in another job, that is, related with their career. In addition, the interviewed FSMs mention personal contacts, which are inhibited or enhanced by their language skills, initiative, sales orientation, social skills, personality, attitude, and availability. 

5.2 Low Uncertainty and Low Informational Dependence

A scenario of low uncertainty and of low informational dependence as perceived by FSMs in industrial MNCs may be associated with tenure and geographical proximity. Tenure is the only individual factor listed in this section, being assumed to decrease FSMs’ degree of uncertainty and/or informational dependence. In this respect, over time, the interviewed FSMs mention larger scope of personal contacts, but also less frequent within the MNC. Geographical proximity is the only market factor listed in this section, being assumed to decrease FSMs’ degree of uncertainty. In this respect, the interviewed FSMs mention physical location as either enhancing or inhibiting the intensity of their personal contacts.

  5.3 High Uncertainty and High Informational Dependence

A scenario of high uncertainty and of high informational dependence as perceived by FSMs in industrial MNCs may be associated with the following contextual factors: organizational change, employee turnover, technical complexity and market internationalisation. The market factors listed in this section are assumed to increase FSMs’ degree of uncertainty. Technical complexity has to do with FSMs’ personal contacts concerning technical issues. In terms of market internationalisation, the interviewed FSMs mention personal contacts concerning information about competitors and legislation.

On the other hand, the organizational factors listed in this section are assumed to increase FSMs’ degree of informational dependence. In terms of organizational change, the interviewed FSMs mention personal contacts due to mergers and acquisitions as well as public ownership. In addition, the interviewed FSMs mention employee turnover as either increasing or decreasing the intensity of their personal contacts. 

  5.4 Low Uncertainty and High Informational Dependence

A scenario of low uncertainty and of high informational dependence as perceived by FSMs in industrial MNCs may be associated with delegation and reporting process. Delegation is the only individual factor listed in this section, being assumed to decrease FSMs’ degree of uncertainty and/or to increase their degree of informational dependence. In this respect, the interviewed FSMs mention having delegated the operative side of relationships, namely with customers and suppliers as well as with accountants, auditors, lawyers, banks, forwarding agents and local authorities. Reporting process is the only organizational factor listed in this section, being assumed to increase FSMs’ degree of informational dependence. In this respect, the interviewed FSMs mention recurrent personal contacts concerning financial and marketing information as well as internal and external audits to the subsidiary.

  5.5 High Uncertainty and Low Decisional Dependence

A scenario of high uncertainty and of low decisional dependence as perceived by FSMs in industrial MNCs may be associated with job description, extra duties and start-up. The individual factors listed in this section are assumed to increase FSMs’ degree of uncertainty and/or to decrease their degree of decisional dependence. In terms of job description, the interviewed FSMs mention total responsibility for the subsidiary, namely in terms of administrative/legal, strategic/planning, marketing and sales, financial, human resources, logistics, production, purchasing and public relations issues. In terms of extra duties, the interviewed FSMs mention marketing in other geographic region and joint responsibility for group-wide tasks as well as extended subsidiary’s range of products and services.

On the other hand, start-up of subsidiary operations is the only organizational factor listed in this section, being assumed to decrease FSMs’ degree of decisional dependence. In this respect, the interviewed FSMs mention having participated in the establishment of the subsidiary in the local industrial market as well as difficulties of delegation at that period.

  5.6 Low Uncertainty and Low Decisional Dependence

A scenario of low uncertainty and of low decisional dependence as perceived by FSMs in industrial MNCs may be associated with experience and size. Experience is the only individual factor listed in this section, being assumed to decrease FSMs’ degree of uncertainty and/or decisional dependence. In this respect, the interviewed FSMs mention their participation in negotiations due to their working experience. Size of the subsidiary is the only organizational factor listed in this section, being assumed to decrease FSMs’ degree of decisional dependence. In this respect, the interviewed FSMs mention personal contacts within the MNC due to the lack of subsidiary resources.

  5.7 High Uncertainty and High Decisional Dependence

A scenario of high uncertainty and of high decisional dependence as perceived by FSMs in industrial MNCs may be associated with the following contextual factors: planning process, approval process, business volume, intra-group transactions, and customer internationalisation. Customer internationalisation is the only market factor listed in this section, being assumed to increase FSMs’ degree of uncertainty. In this respect, the interviewed FSMs mention having negotiated the terms offered to multinational customers.
On the other hand, the organizational factors listed in this section are assumed to increase FSMs’ degree of decisional dependence. Concerning the planning process, the interviewed FSMs mention a budget, which is supplemented with more qualitative long-term planning. In terms of approval process, the interviewed FSMs mention a process by which subsidiary investments over a certain limit are evaluated, namely on human resources and infrastructure, but which also results in slower and/or less transparent decision-making. Concerning the business volume of the subsidiary, the interviewed FSMs mention having negotiated their sales targets with hierarchical superiors as well as restricting their participation in customer and supplier negotiations to large deals. In addition, the interviewed FSMs mention their participation in the negotiation of intra-group transactions, namely with supplier firms.

  5.8 Low Uncertainty and High Decisional Dependence

A scenario of low uncertainty and of high decisional dependence as perceived by FSMs in industrial MNCs may be associated with performance, rules and programmes and age of relationships. Performance is the only individual factor listed in this section, being assumed to decrease FSMs’ degree of uncertainty and/or increase their degree of decisional dependence. In this respect, the interviewed FSMs mention the intensity of their personal contacts with local customers as contingent on their degree of professionalism.

On the other hand, the organizational factors listed in this section are assumed to increase FSMs’ degree of decisional dependence. In terms of rules and programmes, the interviewed FSMs mention group wide policies concerning marketing and procurement as well as human resources. According to the same FSMs, age of relationships has to do with personal contacts based on old relationships.
This eighth scenario completes the analysis of FSMs’ interpersonal context based on case evidence. The same case evidence (see section 4) has allowed the analysis of FSMs’ personal contacts in terms of content. Such an analysis is briefly presented in the following section. 

6 CONTENT OF FSMS’ PERSONAL CONTACTS

The content of FSMs’ personal contacts may be synthesized in terms of five basic functions – information exchange, assessment, negotiation, decision-making, and resource allocation – both in industrial markets (Cunningham and Turnbull 1982; Cunningham and Homse 1986; Hállen 1992; Björkman and Kock 1995; Axelsson and Agndal 2000; Halinen and Salmi 2001) and within MNCs (e.g. Bartlett and Ghoshal 1992, 1997). 
In terms of information exchange, FSMs’ personal contacts may enable contact transfer, socializing, friendship, functional advice, follow-up, knowledge transfer, and benchmarking. In terms of contact transfer, the interviewed FSMs mention having received as well as transferred third party’s contact information. According to the same FSMs, socializing has to do with personal contacts in social gatherings, in addition to personal contacts for friendship. The interviewed FSMs also mention personal contacts for advice on marketing, technical, financial and legal issues. In terms of follow-up of transactions, the interviewed FSMs mention personal contacts concerning delivery times and the settlement of receivables. In addition, the same FSMs mention personal contacts for transfer of knowledge originated within the MNC. Finally, benchmarking of best practices has to do with personal contacts concerning organizational, technical and organizational issues. 

In terms of assessment, FSMs’ personal contacts may enable trust enhancement, occasional reporting, corporate reputation as well as organizational-, market-, customer-, and supplier assessment. Concerning trust enhancement, the interviewed FSMs mention the importance of face-to-face personal contacts as well as negative perceptions of bypassing decision-makers. The same FSMs also mention reporting as top-down and bottom-up requests for information. Concerning the reputation of their subsidiary, the interviewed FSMs mention personal contacts in order to become a reference for customers as well as to publish MNC-related information. The same FSMs mention personal contacts for the assessment of the MNC, namely in terms of search for support and of assessment of organizational change. Concerning market assessment, the interviewed FSMs mention local and eventually regional market trends. Concerning the assessment of customers, the same FSMs mention customers’ needs and decision-making process as well as change in customer organizations. Finally, the interviewed FSMs mention personal contacts in order to assess suppliers, including local service providers and subcontractors.

In terms of negotiation, FSMs’ personal contacts may enable negotiations and staff empowerment. In terms of negotiations, the interviewed FSMs mention personal contacts in order to negotiate with customers and suppliers. Concerning staff empowerment, the same FSMs mention personal contacts in order to mediate subsidiary-customer relationships as well as to intervene in subsidiary-headquarters relationships.

In terms of decision-making, FSMs’ personal contacts may enable occasional approval and planning as well as problem solving. In terms of the approval of their decisions, the interviewed FSMs mention personal contacts concerning marketing and human resources issues as well as permits from local authorities. In terms of planning, the same FSMs mention personal contacts in order to review marketing plans. According to the interviewed FSMs, problem solving has to do with personal contacts concerning customer claims as well as technical, logistic, financial and legal impasses.

Finally, in terms of resource allocation, FSMs’ personal contacts may enable coaching, buffer relations and resource leverage. According to the interviewed FSMs, coaching has to do with personal contacts with subordinates concerning marketing and management issues. In terms of buffer relations i.e. potential contacts, the interviewed FSMs mention personal contacts based on subsidiary business prospects as well as individual career prospects. The same FSMs also mention resource leverage, namely in terms of personal contacts concerning technical, logistic and marketing issues.

7 CONCLUSION
A summary of the functions of FSMs’ personal contacts and respective contents referred in the previous section is provided in Figure 2 below. The same figure associates each of the eight scenarios of uncertainty and dependence introduced in section 5 with specific contents of FSMs’ personal contacts. Through the notions of individual uncertainty and dependence (see section 3), it thus becomes possible to relate the context and content of FSMs’ personal contacts. The factors and functions of FSMs’ personal contacts allow, in turn, an evaluation of the design and organic views of subsidiary coordination (Andersson and Holm 2002).
Figure 2 Contents of FSMs’ personal contacts per each scenario of uncertainty and dependence

	Decision-making (problem solving)

	Negotiation (negotiations) 

Decision-making (planning, approval)


	Resource allocation (coaching) 
	Negotiation (staff empowerment)
Resource allocation (buffer relations, resource leverage)

 

	Information-exchange (follow-up) 

Assessment (reporting) 

	Information-exchange (advice, knowledge-transfer) 

Assessment (corporate reputation, MNC assessment)


	Information-exchange (friendship)

	Information-exchange (contact transfer, socializing, benchmarking) 

Assessment (trust enhancement, market assessment, customer assessment, supplier assessment)




As mentioned in section 2, the design view is inspired by contingency theory (Lawrence and Lorsch 1967), assuming that headquarters decide the overall strategy and control subsidiaries by deliberately differentiating formal and informal mechanisms of coordination in order to cope with heterogeneous national contexts. By contrast, the organic view is inspired by the resource-dependence view of the firm (Pfeffer and Salancik 1978), assuming that such a differentiation of formal and informal mechanisms of coordination across subsidiaries results, instead, from internal power relationships based on the control of resources. 
As mentioned in the introductory section, both formal and informal mechanisms of coordination in MNCs (Martinez and Jarillo 1989) require inter-unit communication, which, in turn, involves FSMs (Gupta et al. 1999; O’Donnell 2000). The analysis of FSMs’ personal contacts in the present paper is, therefore, expected to provide insights into the degree of FSMs’ discretion in the coordination of local implementer subsidiaries with the rest of the MNC. In this respect, the notions of dependence and of uncertainty (see section 3) are particularly relevant in order to empirically examine the claims of both the design and the organic view of subsidiary coordination. In the one hand, the focus on legal dependence (Astley and Sachdeva 1985) contrasts with the notion of dependence based on the control of resources adopted within the organic view. In the other hand, the focus on uncertainty as individually perceived rather than objectively measurable (Milliken 1987) contrasts with the notion of “fit” based on differentiated headquarter-subsidiary relations, adopted within the design view. 
Based on the analysis of contextual factors in section 5, the present paper suggests that the design view implies high informational and decisional dependence for FSMs, whereas the organic view implies low informational and decisional dependence. It follows that the content of FSMs’ personal contacts required by each view of subsidiary coordination should also differ. 
In the case of designed subsidiary coordination, FSMs are expected to take information-related personal contacts for functional advice, knowledge-transfer, corporate reputation, and MNC assessment in a scenario of high uncertainty, and for follow-up and reporting purposes in a scenario of low uncertainty. In addition, FSMs are expected to take decision-related personal contacts for negotiations, planning, and approval in a scenario of high uncertainty, and for problem solving in a scenario of low uncertainty.      
In the case of organic subsidiary coordination, FSMs are expected to take information-related personal contacts for contact transfer, socializing, benchmarking, trust enhancement, market assessment, customer assessment, and supplier assessment in a scenario of high uncertainty, and for friendship in a scenario of low uncertainty. In addition, FSMs are expected to take decision-related personal contacts for staff empowerment, buffer relations, and resource leverage in a scenario of high uncertainty, and for coaching in a scenario of low uncertainty. 

By addressing the implications of both the design and the organic view of subsidiary coordination for FSMs’ personal contacts, the present study sheds light on the coexistence of headquarters’ control and subsidiary pro-activeness in less-hierarchical MNCs. The present paper also suggests, however, that further research is needed on the role that specific contact networks – individual- or company-based – play in such coexistence.  
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APPENDIX A – Standardized Open-Ended Interview Guide

Project: "Social networks of foreign subsidiary managers as a mechanism of coordination in industrial MNCs: the case of Finnish subsidiaries in Portugal."

1. Could you please describe your work activities and personal responsibilities?

2. Could you please draw a diagram of your personal contacts with other subsidiaries and with corporate headquarters?

3. How did you establish these personal contacts?

4. Could you please describe these personal contacts in terms of frequency and purpose?

5. What opportunities and barriers, if any, do you perceive/experience to maintain these personal contacts?

6. Could you please draw a diagram of your personal contacts with organizations not belonging to the multinational corporation you represent?

7. How did you establish these personal contacts?

8. Could you please describe these personal contacts in terms of frequency and purpose?

9. What opportunities and barriers, if any, do you perceive/experience to maintain these personal contacts?

10. What opportunities and barriers, if any, do you perceive to establish further personal contacts, both internal and external to the multinational corporation you represent?

Signature of Researcher: _________________

Date: ___/___/______

Ricardo Madureira, Researcher, Corporate Strategy, University of Jyväskylä

APPENDIX B – Glossary of factors of FSMs’ personal contacts

Age of relationships is the time the subsidiary has been doing business with other firms within the MNC and in the local industrial market.


Approval process is the formal process within the MNC, by which the subsidiary’s investments are decided.


Attitude is the way of thinking and behaving of the FSM towards his or her contacts.


Availability is the time available to the FSM for personal contacts.


Background is the nationality and educational background of the FSM. 


Business culture are shared and informal norms of behaviour in the local industrial market.

Business volume is the amount of business between the subsidiary and firms within the MNC and in the local industrial market.           


Career is the positions, which the FSM has previously held in firms within and external to the MNC.


Corporate culture are shared and informal norms of behaviour within the MNC. 


Customer closeness is the initiative from customers to communicate with suppliers in the local industrial market.  

Customer internationalisation is the degree of internationalisation of subsidiary’s customers.


Delegation is the assignment of FSM’s tasks to subordinates.  


Employee turnover is the change of position held by employees within the MNC.


Experience is the knowledge or skills previously acquired by the FSM.


Extra duties are responsibilities assigned to the FSM in addition to his or her initial job description. 


Geographical proximity is the proximity between the subsidiary and other firms within the MNC and in the local industrial market.


Initiative is the active rather than re-active engagement of the FSM in personal contacts.  


Intra-group transactions are transactions between the subsidiary and firms within the MNC.


Job description is the formal description of responsibilities of the FSM.


Language skills are the ability of the FSM to communicate in a foreign language.


Market dynamism is the degree of rivalry and change in the local industrial market.


Market idiosyncrasy is unique features of the local industrial market.


Market internationalisation is the degree of internationalisation of the local industrial market.


Organizational change is the formal establishment of a different status quo within the MNC or in local firms. 


Performance is the degree of competence of the FSM in performing his or her duties.


Personality is the ensemble of personal characteristics of the FSM.


Planning process is the formal process within the MNC, by which the subsidiary’s plans are decided.


Reporting process is the formal flow of information along the chain of command within the MNC.


Rules and programmes are formal policies and procedures within the MNC.


Sales orientation is the FSM’s preference for personal contacts with customers. 


Size is the subsidiary’s amount of sales and employees. 


Social skills are the ability of the FSM to engage in personal contacts.


Start-up is the establishment of subsidiary operations in the local industrial market.


Supplier closeness is the initiative from suppliers to communicate with customers in the local industrial market.   


Technical complexity is the complexity of technology employed in the local industrial market.


Tenure is the time the FSM has been holding his or her current position.
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� In the present paper coordination and control are used interchangeably under the assumption that the former leads to the latter (e.g. Martinez and Jarillo 1989; Marschan 1996; Harzing 1999).
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