

SUBSIDIARY INITIATIVES AND HEAD OFFICE – SUBSIDIARY RELATIONSHIP: EXPLORING THE MODERATING EFFECT OF INTRA-ORANISATIONAL COMMUNICATION EFFECTIVENESS 
[bookmark: _GoBack]ABSTRACT
This research focuses on the moderating effect of intra-organizational communication effectiveness on the relationship between precedent subsidiary initiatives and head office – subsidiary relationship. The role of two mediators: head office heed and head office monitoring have also been explored.The resource dependence theory has been adopted to underpin this study. The findings show that precedent subsidiary initiatives have direct relationships with influence of subsidiaries as well as autonomy of subsidiaries. This is in part consistent with and in part contradicts the literature. Moreover, intra-organizational communication effectiveness is found to moderate significantly and negatively the relationship between precedent subsidiary initiatives and head office monitoring. 
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1. INTRODUCTION

A large number of researchers (e.g. Birkinshaw, 1997; Birkinshaw, Hood and Jonsson, 1998; Cantwell and Mudambi, 2005; Ambos, Andersson, and Birkinshaw, 2010) argue that the subsidiary companies of multinational enterprises (MNEs) have played an important role as contributors to the development of firm-specific advantage.  Correspondingly, Rugman and Verbeke (2001) point out that the process by which subsidiary managers make strategic decisions and undertake ‘subsidiary initiatives’ within intrafirm organizational networks presents new challenges to researchers’ thinking in strategic management.  There are a number of types of subsidiary initiatives classified by Birkinshaw (1997): local market initiatives; global market initiatives; and internal market initiatives. Examples of the first type of initiatives as indicated by Birkinshaw (1997), include Philips UK’s development of Teletext technology (Bartlett and Ghoshal, 1989) and Alfa Laval U.S’s invention of the milking machine in 1917 (Hedlund and Ridderstrale, 1992). These two cases were both inspired by local product and/or market needs and subsequently exploited on a global scale.     As regards the second type, global market initiatives, these are driven by unmet product or market needs among nonlocal suppliers and customers. The case of Litton Systems Ltd is demonstrates the pattern of this initiative type. In the 1960s, Litton developed an overseas business around an inertial navigation system. On the basis of its worldwide customer base it then identified additional opportunities in related areas, and went on to develop products such as air traffic control systems and radar systems. These latter product introductions were global initiatives, because the locus of opportunity was outside the subsidiary’s local market (Science Council of Canada, 1980; Birkinshaw, 1997).   The third type of subsidiary initiatives, identified by Birkinshaw (1997), internal market initiatives, arise through ‘market opportunities’ identified in the corporate system. An example of an initiative in this case would be the Canadian plant challenging the incumbent in-house manufacturer for the rights to polyethylene production, on the basis that the incumbent was either not operating efficiently or was operating in a country where factor costs put it at a comparative disadvantage vis-à-vis the challenging plant. “This type of initiative is thus subtly different from the other two types, because it is directed towards cost reduction rather than revenue enhancement” (Birkinshaw, 1997: 213).
 
Subsidiary initiative is an important concept for developing theoretical understanding of the evolution of MNEs. This is because it can illuminate the way in which change is generated internally, by enterprising contributions from individuals who are geographically far removed from the corporate head office (Bartlett and Ghoshal, 1989; Burgelman, 1983; Cantwell and Mudambi, 2005; Rugman and Verbeke, 2001). Care has to be taken, however, because the concept can prove problematical and easily be misapplied. The literature on subsidiary initiative has tended to concentrate on success stories, where a benign initiative went on to provide benefits for the MNE. Clearly, however, there could be instances, and anecdotal evidence suggests that indeed there are, where the motives of the subsidiary and the parent company may not be wholly in harmony, and where the initiative may not be appreciated by head office (Delany, 2000; Holm and Pedersen, 2000; Dorrenbacher and Gammelgaard, 2006; Ambos, Andersson, and Birkinshaw, 2010).    Considerable heed has been paid to the conditions which may be needed if subsidiaries are to show initiative in the first place. An authoritarian management style may make this less likely (Bower, 1970; Burgelman, 1983; Birkinshaw and Hood, 1998). Far less heed has been paid to the effect on the present of past corporate history: how previous initiatives have been received by higher levels of the organization, and what effect they had on the subsidiary’s standing within it.

This study will accordingly concentrate on the impact precedent subsidiary initiatives have had within an MNE in general and on the subsidiary in particular. Have they resulted in changes in the relationship between the main office and the subsidiary, and if so, have these been beneficial or otherwise? How can subsidiaries contribute locally derived insights and expertise in order to enhance their standing within the larger organization and to benefit the larger corporate community?
      
The structure of this paper is as follows: first, the foundations of the study are discussed; second, hypotheses are developed; third, the research methodology and relevant constructs are shown. The paper closes with a discussion of and conclusions drawn from the findings of the research.

2. LITERATURE REVIEW

Ghoshal and Nohria (1989), as cited in Ambos, Andersson, and Birkinshaw (2010: 1100), view the relationship between the head office and the subsidiary as a “mixed motive dyad”. By this Ghoshal and Nohria mean that the two sides are not completely at one in what they are seeking.  The head office will want to be sure that the subsidiary is not exposing it to unacceptable levels of risk and that it is acting in accordance with the corporation’s overall plan and objectives. The subsidiary will see its initiative as having the potential to enhance its status within the organization, and possibly to lead to its being granted wider discretion in the future. At the same time, it needs constantly to be aware of the danger of appearing to challenge the authority of its superiors at head office.

The focus on the relationship between head office and subsidiary encourages scholars to analyse its uneasy aspects in terms of power, and to approach it from the perspective of resource dependence theory (Pfeffer and Salancik, 1978). Ambos, Andersson, and Birkinshaw (2010) argue that this approach will enable researchers to consider the politics of relationships between divisions within the MNE, taking full account of the different motivations which may be in action and of the dynamics of shifting coalitions. (Forsgren, Holm, and Johanson, 2005; March and Simon, 1958). It will also enable researchers to study more complex multiple dependence relationships beyond dyadic or hierarchical relationships (Mudambi and Pedersen, 2007), which would be a limitation of agency theory.

According to Ambos, Andersson, and Birkinshaw (2010), the MNE has been conceptualized as the existence of geographically dispersed subsidiary units that control differentiated stocks of resources  (Bartlett & Ghoshal,  1989;  Nohria & Ghoshal,  1994 cited in Ambos, Andersson, and Birkinshaw (2010).  These subsidiaries are legally owned by and report to corporate head office.  But due to the considerable size of many MNEs, and the bounded rationality of management teams (March & Simon, 1958), the assumption that the corporate head office is fully in control of all decisions across the MNE cannot be made. Hence, the subsidiaries are viewed as ‘semi-autonomous entities’ that have some discretion over their action (Ambos, Andersson, and Birkinshaw, 2010: 1101). According to this perspective, subsidiaries have been influenced by head office. However, they can also establish their own strategic priorities, and they have the ability to manage the scope of their own operations as well as firm-wide strategy.

In accordance with this view, according to Foss and Pedersen (2002), head office is seen as the arranger of resources and knowledge. Its primary interest is in allocating resources efficiently across the network of subsidiaries to exploit local opportunities while maintaining a global focus (Bartlett and Ghoshal,  1989;  Nohria and Ghoshal,  1994; Ambos, Andersson, and Birkinshaw, 2010).  The control mechanism of head office over the subsidiaries could be in various forms such as budget and capital investment reviews, incentive systems, appointing the top management team, and so forth.  Subsidiary managers have some degree of freedom in pushing back on formal requests and/or putting forward their own proposals, especially when they represent an important market or when they are responsible for significant-value-adding activities on behalf of the MNE  (Asmussen,  Pedersen, and Dhanaraj,  2008;  Benito et at.,  2003;  Coff,  1999;  Ferner,  2000;  Mudambi,  1999).  Also, subsidiaries are able to develop such resources that head offices rely on them to some degree, and a relationship of mutual dependence between two parties occurs (Astley & Sachdeva,  1984;  Pfeffer & Salancik,  1978;  Ambos, Andersson, and Birkinshaw, 2010). 

Theoretical Background
Hillman, Withers, and Collins (2009) point out that the year 2008 marked the 30th anniversary of the publication of Pfeffer and Salancik’s (1978), ‘The External Control of Organizations: A Resource Dependence Perspective’. They argue that since its publication, resource dependence theory has become one of the most influential theories in organizational theory and strategic management.   The resource dependence theory recognizes the influence of external factors on organizational behavior and, although constrained by their context, managers can act to reduce environmental uncertainty and dependence.  Central to these actions is the concept of power, which is the control over vital resources (Ulrich & Barney, 1984). Organizations attempt to reduce others’ power over them, often attempting to increase their own power over others. 

According to Pfeffer and Salancik (1978: 26-27) cited in Hillman, Withers, and Collins (2009: 1405), the grounding knowledge of the resource dependence paradigm can be summarized in the following way: 1) the fundamental units for understanding intercorporate relations and society are organizations; 2) these organizations are not autonomous, but rather are constrained by a network of interdependencies with other organizations; 3) interdependence, when coupled with uncertainty about what the actions will be of those with which the organizations are interdependent, leads to a situation in which survival and continued success are uncertain; therefore 4) organizations take actions to manage external interdependencies, although such actions are inevitably never completely successful and produce new patterns of dependence and interdependence; and 5) these patterns of dependence produce interorganizational as well as intraorganizational power, where such power has some effect on organizational behavior. In other words, organizations depend on resources, and resources are a basis of power. Legally independent organizations can therefore depend on each other. Power and resource dependence are directly linked. Thus, power is relational, situational, and potentially mutual to Pfeffer and Salancik (1978).

In this study, the resource dependence approach has been adopted to explain the relationship between head office and the subsidiary firm. Nohria and Ghoshal (1994) argue that local interests of subsidiaries may not always be aligned with those of the head office or the MNC as a whole. Head offices recognize that some subsidiary firms are likely to pursue initiatives, and they know some of these will be positive and beneficial for the whole network of the MNE while others will not. In respect of this issue,  Ambos, Andersson, and Birkinshaw (2010: 1102) argue that a head office does not know ex ante which are which. Accordingly, it is common for headquarters to choose an ambivalent approach that combines encouragement and suspicion towards subsidiaries that have recently undertaken initiatives.  “So one part of the approach is towards monitoring and control – head office needs information on what the subsidiary is doing in order to ensure that the activities of the subsidiary are aligned with the corporate strategy, and to demonstrate to other stakeholders that head office policies are being enforced”. On the other hand, the head office attempts to support the initiatives of subsidiaries by providing additional resources in order to generate interest across the entire MNE (Bouquet and Birkinshaw, 2008; Galunic and Eisenhardt, 1996), hence, a headquarters-subsidiary bargaining process takes place (Coff, 1999; Mudambi and Navrra, 2004).

3. CONCEPTUAL BACKGROUND AND HYPOTHESIS DEVELOPMENT

In accordance with the literature mentioned above, the appropriate conceptual framework of the study is established and shown in Figure 1.

Delany, 2000;  Andersson et al., 2007;  Ambos, Andersson, and Birkinshaw ( 2010) point out that successful initiatives could increase the subsidiary’s influence over its peer subsidiaries, especially initiatives that  serve various markets, or produce new products or service that other subsidiaries might subsequently adopt.  Also, according to Andersson and Forsgren (1996), this could affect the relationship between the subsidiary firm and head office, because a firm with successful initiatives, which  strongly  influences other subsidiaries, may build its own empire and have more bargaining power vis-à-vis head office. So, the following hypothesis is proposed:

Hypothesis 1: There will be a positive association between precedent subsidiary initiatives and   influence of the subsidiary.

A number of researchers (Birkinshaw, 1997; Birkinshaw, Hood and Jonsson, 1998; Ambos, Andersson, and Birkinshaw, 2010) argue that in the case of a subsidiary that successfully creates initiatives, its resource base will grow and its bargaining power in relation to head office will subsequently increase. Hence, the head office will be more dependent on the subsidiary because the subsidiary has scarce knowledge about new products or the investment (Astley and Sachdeva, 1984). Correspondingly, Paterson and Brock (2002); and Taggart (1997, as cited in Ambos, Andersson, and Birkinshaw, 2010) further assert that subsidiaries that have taken initiatives previously will receive more autonomy in decision making in relation to head office, partially owing to their own right since they have already demonstrated their ability to  do so. Moreover, greater autonomy will be granted by the approval of the head office (Jarillo and Martinez, 1990; Roth and Nigh, 1992). In addition, the study of Ambos, Andersson, and Birkinshaw (2010) also shows a positive association between past subsidiary initiatives and subsidiary autonomy.   This leads to the following second hypothesis.

Hypothesis 2: There will be a positive association between precedent subsidiary initiatives and  autonomy of a subsidiary.

Sharma, 2000; Ambos, Andersson, and Birkinshaw (2010: 1104) argue that head office may decide to grant supportive heed to the subsidiary, to encourage the initiative, so that the initiative can unfold and create benefits for the whole corporation.  However, head office heed can also be viewed as an attempt to curb subsidiaries’ influence vis-à-vis head office:  by granting heed, head office makes the subsidiary an “ally”  rather than an “enemy”.  Consequently this can balance the power relationship in the MNE in their own favor.  Also, the study of Ambos, Andersson, and Birkinshaw (2010) shows that past subsidiary initiatives positively influence head offices’ heed. Hence, the third hypothesis is proposed:

Hypothesis 3: There will be a positive association between precedent subsidiary initiatives and  head office heed.

Nonetheless, a number of researchers (e.g. Bouquest and Birkinshaw, 2008) argue that head office’s heed to one subsidiary’s initiatives leads to less heed to others. Also, head office’s heed could enable the subsidiary to enhance its influence in relation to other peer subsidiaries. Further, Ling, Floyd, and Baldridge, 2005) assert that a subsidiary that gains heed from headquarters not only receives financial resources but also identity and reputation among other subsidiaries. This results in the establishment of the following fourth hypothesis:

Hypothesis 4: There will be a positive association between head office heed and influence of  subsidiary.

Burgelman (1983); Taggart (1997); Ambos, Andersson, and Birkinshaw (2010) argue that frequently initiatives receive resistance from the centre since headquarters is afraid that the successful initiative subsidiary may build its own empire and have much more bargaining power vis-à-vis headquarters. Hence, head offices would increase monitoring of the subsidiary so as to guard against any threats or opportunistic behaviors of the subsidiary. Also, monitoring restricts the degree of freedom of a subsidiary in strategic decision taking (Ambos, Andersson, and Birkinshaw, 2010). Therefore, these result in the following hypotheses:

Hypothesis 5: There will be a positive association between precedent subsidiary initiatives and head office monitoring.
  
Hypothesis 6: There will be a negative association between head office monitoring and  autonomy of a subsidiary.
  
Firms use communication as a tool for understanding between members of the organization; communication within the organization is a process consisting of two-way communication, the interaction between the sender and receiver (Lewis and Slade, 2000).  Daft, Lengel, and Trevino (1987) argue that  this process has various forms of communication and communication channels; if this process is effective, it will lead to understanding, working coordination, creativity and efficiency in organization. Hence, this notion leads to the following hypotheses:

Hypothesis 7a: The degree of intra-organizational communication effectiveness (effective vs less effective) will moderate the relationship between precedent subsidiary initiatives and head office heed.

Hypothesis 7b: The degree of intra-organizational communication effectiveness (effective vs less effective) will moderate the relationship between precedent subsidiary initiatives and head office monitoring.
Hypothesis 7c: The degree of intra-organizational communication effectiveness (effective vs less effective) will moderate the relationship between head office heed and influence of a subsidiary.
Hypothesis 7d: The degree of intra-organizational communication effectiveness (effective vs less effective) will moderate the relationship between head office monitoring and autonomy of a subsidiary.
4. RESEARCH METHODOLOGY

Sample and Data Collection
Gathering a database from the press is problematic.  A number of researchers (e.g. Glaister and Buckley, 1994) point out that it is likely that only large and well known firms will be reported in the press, with perhaps many small firms going unreported.  Accordingly, this study follows their approach and has used an official database of foreign subsidiary firms that operate in Thailand; this is provided by the Revenue Department, Ministry of Finance, Thailand. Postal questionnaires in Thai and English were sent to the sample companies, addressed to the target respondents of this study, the chief executive officer (CEO) or managing director of the subsidiary firms of MNEs operating in Thailand. The response rate was 24%.  This compares favourably with similar studies in the extant literature, where rates range from 10-40%.  To test non-response bias, a comparison was made between early and late respondents, as suggested by Armstrong and Overton (1977). The results showed no significant differences between early and late responses. 

Construct Operationalization
Previous studies (e.g. Roth and Morrison, 1992; Birkinshaw et al, 1998; O’Donnell, 2000; Bouquet and Birkinshaw, 2008; Ambos, Andersson, and Birkinshaw, 2010) guide the creation of the constructs below, and the target respondent, the subsidiary manager, would assess each provided statement on a five point scale where 1=strongly disagree to 5=strongly agree. 

Independent Variable: Precedent Subsidiary Initiatives. This construct was measured by six items dealing with subsidiary initiatives. These include new product development, which was created in  the subsidiary’s country and then sold internationally; corporate investment in R&D; investment in manufacturing; acquisitions in the subsidiary’s country; and new marketing activities and strategy formation. All these activities were led by the subsidiary’s management over the past five years.  

Dependent Variable: Influence of Subsidiary and Autonomy of Subsidiary. Influence of subsidiary was defined as the influence of a subsidiary as well as other subsidiaries’ influences. Four provided statements have been assessed by respondent. For instance, “The activities of this subsidiary firm have greatly influenced the outcomes of other subsidiaries”.  Autonomy of the subsidiary was assessed by the extent to which the subsidiary is able to make decisions without head office involvement in the following activities: new market entry, investment in major plant or equipment to expand manufacturing or service capacity, increasing (beyond budget) expenditure, promotion and rotation of top personnel, and establishing corporate strategy and marketing activities. 

Mediator Variable: Head Office Monitoring and Head Office Heed. The operationalization of head office monitoring was the regularity of the head office’s review of the following: budgeting process, resource allocation, capital investment purchases, human resource management, product or service development, and strategy and marketing activities.   Head office heed was based on the relative attention that the subsidiary obtained from headquarters compared to other markets: the Asian market, ASEAN market, European market, North and Latin American Market, and other comparably sized markets in other parts of the world.

Moderator Variable: Intra-organizational Communication Effectiveness. This variable captures the effectiveness of communication between subsidiary and headquarters, which is derived from previous study of Attharangsun and Ussahawanitchakit (2010). It consists of four elements: diverse communication implementation, openness and communication effectiveness, flexible communication channels, and media utilization efficiency.

Control Variable
Firm size and firm operational capital are the control variables of the study. Firm size was measured by the number of employees, while firm operational capital was established from the value of operational capital. According to Husted and Allen, 2007; Ciliberti, Pontrandolfo and Scozzi, 2008, larger firms tend to have more resources and to be more active than smaller firms in better utilizing resources to accomplish the firm’s goals. Hence, for this study, large firms that have more resources could consequently have more opportunities to conduct initiatives. Hence, the dummy variables distinguish firms’ size and firms’ operational capital.

Reliability and Validity
Reliability of the measurements was computed by Cronbach Alpha coefficients. In the scale of reliability, the coefficient values in this study are greater than 0.70; this can be interpreted as meaning that the scale of all measures is internally consistent (Nunnally and Bernstien, 1994).  Factor analysis is employed to test the validity of data in the questionnaire.  According to the rule of thumb of Nunnally and Bernstein (1994), if all factor loadings are greater than 0.40 cut-offs and are statistically significant, this can be taken as showing the validity of instruments. All the results of this study comply with this rule as can be seen at Table 1.

Statistical Technique
Ordinary least square (OLS) regression analysis is adopted to test the hypothesis relationships between precedent subsidiary initiatives, influence of subsidiary, autonomy of subsidiary, head office monitoring, head office heed, and intra-organizational communication effectiveness.  According to Aulakh, Kotabe, and Teegen (2000), if all dependent, independent, and control variables in the research are neither nominal data nor categories data, OLS is the appropriate method for examining the hypotheses’ relationships. 

5. FINDINGS AND DISCUSSION
Table 2 shows the correlation matrix of the variables. Possible problems relating to multicolinearity, occur when two or more independent variables are linearly related very closely.  This problem was also monitored. Hair, et al. (2006) argue that a correlation with a value above 0.80 should be considered a serious problem.  After the simple correlations between independent variables and standard errors of the estimated coefficients had been examined, the data showed there was no serious multicolinearity which would distort the efficiency of the estimate. Also, the variance inflation factor (VIF) has been used to check the multicolinearity problem between the independent variables. The VIF value of this study is below the cut-off value of 10; this indicates that the independent variables do not correlate to any great extent with each other (Neter, William and Michael, 1985). 


5.1 The Impact of Precedent Subsidiary Initiatives on Influence of Subsidiary and Autonomy of Subsidiary
Table 3 (Model 1 and Model 2) shows the results of the impact of the precedent subsidiary initiatives on the following two variables:  influence of subsidiary and autonomy of subsidiary. The results indicate that precedent subsidiary initiatives has a significant positive effect on influence of subsidiary as well as on autonomy of subsidiary (beta coefficient=.203, p<.05; beta coefficient=0.221, p<0.05). Overall, the regression can explain about 9% (0.092) and 21% (0.212) of the variation of the dependent variable in Model 1 and Model 2 respectively. Hence, Hypothesis 1 and Hypothesis 2 are supported.  The outcomes of this study are partially contradictory and consistent with the study of Ambos, Andersson, and Birkinshaw (2010) since they cannot find a direct significant association between past subsidiary initiative and subsidiary influence, but a significant positive relationship between precedent initiative and subsidiary autonomy can be found from their study.  In other words, precedent subsidiary initiative is not sufficient for subsidiary influence, but it is sufficient for subsidiary autonomy.  In response to the findings of this study, a number of researchers (e.g. Andersson et al., 2007) argue that successful initiatives could enhance the subsidiary’s influence over its peer subsidiaries as well as on headquarters. They exemplify the case of initiative to build manufacturing or R&D operations that serve multiple markets. If subsequently these initiatives have been adopted or implemented by other peer subsidiaries, then the influence of initiative subsidiary would increase proportionately. In addition, Young and Tavares (2004) assert that initiatives of subsidiary could create influence over its headquarters as well. It may build relationships with other subsidiaries and set up its  own strong power network. Moreover, this could lead to its being granted more autonomy from headquarters since the initiative subsidiary firm has already shown its ability to manage by itself (Roth and Nigh, 1992).   There is thus a need to continue study of the relationship between precedent subsidiary initiative and subsidiary influence to illuminate the reasons for the difference in the significant association of these two variables. 

5.2 The Effects of Precedent Subsidiary Initiatives on Head Office Heed; and the Impact of Head Office Heed on Influence of Subsidiary.
Table 3 (Model 3 and Model 4) illustrates the outcomes of impacts of precedent subsidiary initiatives on head office heed, and the impact of head office heed on subsidiary influence. The results indicate that precedent subsidiary initiatives positively and significantly impacted on head office heed (beta coefficient=.213, p<.01), and head office heed significantly and positively influenced subsidiary influence (beta coefficient=.343, p<.01). The regression can explain ranging from 11.5% (0.115) to 15.7% (0.157) of the variation of the dependent variables: head office heed (Model 3); influence of subsidiary (Model 4). These findings can be interpreted as indicating that the greater precedent subsidiary initiatives, the stronger head office heed; and the stronger head office heed, the greater influence of subsidiary.  This leads to acceptance of Hypothesis 3 and Hypothesis 4.  Many international business researchers (Ambos, Andersson, and Birkinshaw, 2010: 1104; Sharma, 2000; Stuart, Hoang, and Hybels,  1999; Podolny and Stuart,  1995; Dutton and Ashford, 1993; Tversky and Kahneman,  1974) argue that subsidiary initiatives prompt headquarters managers to attend to issues that would otherwise fall off their radar screen; they may decide to grant supportive heed to the subsidiary, to encourage the initiative, so that the initiative can unfold and create benefits for the whole corporation.  Thus headquarters seeks to legitimize the subsidiary’s undertaking so that the initiative becomes a corporate priority and headquarters is able to control its reach within the MNE.  Nevertheless, Birkinshaw, Bouquet, and Ambos (2007); Bouquet and Birkinshaw (2008); Ocasio         (1997) point out that heed paid to one subsidiary’s initiatives mechanically means less heed to others.  Whilst headquarters’ heed may decrease the subsidiary’s independence, it may still enable the subsidiary to increase its influence vis-à-vis peer subsidiaries (Ambos, Andersson, and Birkinshaw, 2010).   “Thus, the attention or heed granted to a particular unit acts as a mechanism of subsidiary development over time  (Galunic & Eisenhardt,  1996), and enables subsidiaries to increase their influence in the organization” (Ambos, Andersson, and Birkinshaw, 2010: 1104).

5.3 The Influence of Precedent Subsidiary Initiatives on Head Office Monitoring; and the Impact of Head Office Monitoring on Autonomy of Subsidiary.
Table 3 (Model 5 and Model 6) reveals the findings of the impacts of precedent subsidiary initiative on head office monitoring, and the effect of head office monitoring on subsidiary autonomy.  The results indicate that precedent subsidiary initiative has no significant positive impact on head office monitor ing(beta coefficient= 0.052, p>.05), and head office monitoring has not significantly and negatively influenced subsidiary autonomy (beta coefficient = -.174, p>.05).  The regression can explain ranging from 1.3% (0.013) to 17.2% (0.172) of the variation of the dependent variables: head office monitoring (Model 5); autonomy of subsidiary (Model 6). This leads to rejection of Hypothesis 5 and Hypothesis 6.  This reveals a surprising outcome, contrary to previous studies (e.g.  Ambos, Andersson, and Birkinshaw, 2010).   Burgelman (1983) argues that new ideas often encounter resistance from headquarters since, although they could contribute value creation to the entire MNE, they also could lead to empire building of the subsidiary. Hence, head office might increase monitoring of the subsidiary in order to prevent any unexpected behaviors of the subsidiary. This would then constrain the subsidiary’s degree of freedom in decision making (Ambos, Andersson, and Birkinshaw, 2010).  In respect of the results of this study, there is a need to replicate the study to refine understanding of the significant influences of  these variables. Perhaps, a greater sample size might provide a clearer picture of the study, especially of the relationship between head office monitoring and autonomy of subsidiary since the data of this study show negative association of these two variables, but not significantly (similarly, the outcome also shows a positive relationship between precedent subsidiary initiative and head office monitoring; however, this positive relationship is not strong enough at 95% confidence intervals). 

5.4 The Moderating Effects of Intra-organizational Communication Effectiveness
Table 4 (Model 7, Model 8, Model 9, and Model 10) shows the results of the moderating impacts of intra-organizational communication effectiveness on the relationships among variables as shown in Figure 1: conceptual model.  The results signify that there are no moderating impacts of intra-organizational communication effectiveness on these three pairs of relationships: precedent subsidiary initiatives and head office heed (beta coefficient= 0.191, p>.05); head office heed and influence of subsidiary (beta coefficient= -0.280, p>.05); head office monitoring and autonomy of subsidiary (beta coefficient= -0.037, p>.05).  Hence, the following hypotheses: Hypothesis 7a, Hypothesis 7c, and Hypothesis 7d, are not supported.

However, it can be seen that there is a significant moderating effect of intra-organizational communication effectiveness on the relationship between precedent subsidiary initiatives and head office monitoring (beta coefficient= 0.295, p<.01.  Therefore, Hypothesis 7b is supported. This can be interpreted as indicating that the degree of intra-organizational communication effectiveness (effective vs less effective) moderates the relationship between precedent subsidiary initiatives and head office monitoring. Accordingly, this finding presents new data and new empirical insights into the moderating effect of intra-organizational communication effectiveness on the relationship between head office and subsidiary.  Future study into the moderating effect of intra-organizational communication on this relationship is to be encouraged in order to compare the results with this study.

Also, intra-organizational communication effectiveness has also shown significant negative impacts on head office monitoring (beta coefficient= -.867, p<0.05). This means higher intra-organizational communication effectiveness, less head office monitoring of subsidiary firm. This could be explained as indicating that the organization uses communication as a tool for understanding between members of the organization. Daft, Lengel, and Trevino (1987) argues that intra-organizational communication effectiveness is the process by which information is exchanged and understood by two or more people, usually with the intent to motivate or influence behavior. Whilst Attharangsun and Ussahawanitchakit (2010) define intra-organizational communication effectiveness as the ability to analyze situations and determine directions in communication in organizations that leads to understand among the members, motivates them to operate in the same trend for an effective organization; it has four dimensions that consist of diverse communication implementation, openness communication effectiveness, flexible communication channel, and media utilization efficiency. Hence, this could result in understanding and communication efficiency as well as trust among parties in the intra-organization of MNEs, especially between headquarters and subsidiaries. Consequently, head office monitoring could be reduced.

6. CONCLUSIONS
This study focuses on the effects of precedent subsidiary initiatives on subsidiary influence and subsidiary autonomy via two mediators: head office heed and head office monitoring.  Also, the moderating effect of intra-organizational communication effectiveness has also been investigated. The findings of the study contribute to the literature in a number of respects.  They provide new insight into the relationship between head office and subsidiary since intra-organizational power in MNEs has became a prominent issue on the research agenda. The findings of the study, especially the relationship between precedent subsidiary initiatives and influence of subsidiary, show significant positive relatedness, which contradicts previous studies (e.g., Ambos, Andersson, and Birkinshaw, 2010; Andersson, Forsgren, and Holm, 2007).  Hence, future study into this issue is to be encouraged in order to compare the results with this study as well as previous studies.   
In addition, this study has made a further contribution to the literature by focusing on the moderating effect of intra-organizational communication effectiveness on the relationships between heed and monitoring of the head office, autonomy and influence of the subsidiary, and precedent subsidiary initiative. The result of the study also indicates that intra-organizational communication effectiveness moderates the relationship between precedent subsidiary initiatives and head office monitoring. This study is accordingly a first attempt to fill the knowledge gap in the literature on this issue. Future studies should focus more on such moderators as style of team leader, corporate culture and so forth.

Last but not least, this study shows that two control variables: firm size and firm operational capital, can explain the variance in the following variables: head office monitoring, head office heed, influence of subsidiary, and autonomy of subsidiary, ranging from 95% to 99% of confidence interval. Hence, it can be implied that these two control variables may affect the above-mentioned variables.  Bigger companies tend to have more resources and to be more proactive than smaller companies in better utilizing resources to accomplish the firm’s goals (Husted and Allen, 2007; Ciliberti, Pontrandolfo and Scozzi, 2008). Consequently, larger firms might have more capability and opportunities to conduct initiatives compared to small firms. 
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Table 1: Result of Measure Validation
	Variables
	Factor Loadings

	Reliability (Alpha)

	Precedent Subsidiary Initiatives
	.584-.846
	.827

	Head Office Heed
	.627-.832
	.815

	Head Office Monitoring
	.644-.796
	.813

	Influence of Subsidiary
	.556-.832
	.743

	Autonomy of Subsidiary
	.749-.906
	.875

	Intra-organizational Communication Effectiveness
	.711-.811
	.795



Table 2: Correlation Matrix of Variables
	
Variable
	
PSI
	
HM
	
HH
	
IS
	
IPS

	Precedent Subsidiary Initiatives (PSI)
	1
	
	
	
	

	Head Office Monitoring (HM)
	.110
	1
	
	
	

	Head Office Heed (HH)
	.314**
	.278**
	1
	
	

	Influence of Subsidiary (IS)
	.248*
	.139
	.297**
	1
	

	Autonomy of Subsidiary (IPS)
	.316**
	-.015
	.075
	.271**
	1


**p<.01, *p<.05

Table 3: Result of the Regression Analysis of Model 1 – Model 6
	Model
	Model 1
	Model 2
	Model 3
	Model 4
	Model 5
	Model 6

	Independent Variable
	IS 
	IPS
	HH
	IS
	HM
	IPS

	Precedent Subsidiary Initiatives (PSI)
	.203* (.081)
	.221*
(.089)
	.213**
(.070)
	
	.052
(.071)
	

	Head Office Heed (HH)
	
	
	
	343**
(.117)
	
	

	Head Office Monitoring (HM)
	
	
	
	
	
	-.174
(.136)

	Firm Size 1: DFS1
	.166
(.252)
	-.391
(.276)
	.038
(.216)
	.082
(.245)
	-.298
(.221)
	-.569*
(.282)

	Firm Size 2: DFS2
	.566*
(.242)
	.578*
(.265)
	.084
(.208)
	.564*
(.239)
	-.054
(.212)
	.616*
(.271)

	Firm Size 3: DFS3
	.118
(.159)
	.152
(.174)
	.100
(.136)
	.092
(.158)
	-.112
(.139)
	.148
(.179)

	Firm Capital 1: DFC1 
	-.246
(.461)
	1.101*
(.504)
	-1.312***
(.395)
	.131
(.483)
	-.616
(.403)
	-1.338*
(.521)

	Firm Capital 2: DFC2 
	.232
(.230)
	.033
(.251)
	.023
(.197)
	.187
(.226)
	.242
(.201)
	.009
(.258)

	Firm Capital 3: DFC3 
	.106
(.162)
	.285
(.176)
	-.242
(.138)
	.183
(.162)
	.171
(.141)
	.303
(.182)

	Adjusted R2 
	.092
	.212
	.157
	.115
	.013
	.172


NB:  Beta coefficients with standard errors in parenthesis, where ***p<.001, **p<.01, *p<.05   

Table 4: Result of the Regression Analysis of Model 7 – Model 10
	Model
	Model 7
	Model 8
	Model 9
	Model 10

	Independent Variable
	HH 
	HM
	IS
	IPS

	Precedent Subsidiary Initiatives (PSI)
	-.568
(.454)
	-1.150*
(.454)
	
	

	Head Office Heed (HH)
	
	
	1.500
(.860)
	

	Head Office Monitoring (HM)
	
	
	
	-.032
(.888)

	Intra-organizational Communication Effectiveness (IOC)
	-.599
(.334)
	-.867*
(.334)
	1.131
(.765)
	-.019
(.896)

	IOC*PSI
	.191
(.110)
	.295**
(.110)
	
	

	IOC*HH
	
	
	-.280
(.207)
	

	IOC*HM
	
	
	
	-.037
(.224)

	Firm Size 1: DFS1
	.016
(.217)
	-.383
(.217)
	.065
(.245)
	-.571*
(.286)

	Firm Size 2: DFS2
	.048
(.207)
	-.113
(.207)
	.592*
(.240)
	.628*
(.272)

	Firm Size 3: DFS3
	.076
(.137)
	-.142
(.137)
	.123
(.159)
	.127
(.182)

	Firm Capital 1: DFC1 
	-1.308***
.393
	-.598
(.393)
	.322
(.497)
	-1.374**
(.524)

	Firm Capital 2: DFC2 
	.048
(.196)
	.277
(.196)
	.127
(.229)
	.017
(.261)

	Firm Capital 3: DFC3 
	-.240
(.138)
	.177
(.138)
	.176
(.162)
	.288
(.188)

	Adjusted R2 
	.169
	.069
	.121
	.166


NB:  Beta coefficients with standard errors in parenthesis, where ***p<.001, **p<.01, *p<.05   




