Home country nurtured managerial mindset as the mechanism of country of origin effect
Abstract   Country of origin effect on human resource management and industrial relations practices in multinational enterprises has received much attention. However, empirical research on how country of origin effect occurs is scant. This study seeks to explore empirically through what mechanism country of origin influence Chinese multinational enterprises’ policies and practices towards host country employer associations. The analysis of qualitative data from 20 Chinese multinational enterprises demonstrates distinctive similarity between these firms’ employer association membership policy and practices in host countries and those adopted at headquarters. This paper argues that it is executive expatriate managers’ mindsets rather than corporate control mechanisms that enable such similarity and thus the occurrence of country of origin effect in Chinese multinational enterprises’ response to employer associations. This paper has two major contributions.  First, it highlights the necessity for future studies to take up a multi-level analysis of firms’ human resource management practices, supplementing macro- environment and meso –firm level analysis that is commonly seen in existing literature with a perspective that includes an individual level analysis of managers’ cognition. Second, this study fills a gap in literature- the paucity of research on employer association’s policies and practices of multinational enterprises from emerging economies. 
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 Introduction
Country of origin effect (COE) is an important research strand in the area of international human resource management (HRM) and industrial relations (IR ) 
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(Beck, Kabst and Walgenbach.,2009; Coilings, 2011; Tuselmann, Allen, Barrett, & McDonald, 2008)
. However, existing COE studies focus on investigating whether home country shapes multinational enterprises’ (MNEs) practices adopted in subsidiaries and they commonly conclude that COE exist. Few studies have empirically explored how COE occurs or through what mechanisms COE plays out. 

This paper seeks to redress this deficiency in literature. Specifically, it asks the question of how COE occurs? Whilst recognizing that a range of factors shape MNEs’  HRM practices, including global rationalities, host country national business system/ host country effect and industry sector, the focus of this paper is on COE, particularly the mechanism through which  such effect works through.  Focusing on addressing this question is important as it enhances understanding of COE phenomenon and, more importantly, how national cultural and institutional determinants impact on firms’ strategic decisions and management practices.  Through analysis of documentation and interview data collected from 20 Chinese MNEs, this research investigates how Chinese MNEs’ approach to employer associations in host countries is influenced by their Chinese root.  
 
The contributions of this paper are several folds.  First, it advances theoretical development of country of origin by identifying managerial cognition/managers’ mindset as a primary mechanism for COE to occur.  More broadly, this study expands empirical support for the idea that managerial cognition significantly impacts on MNEs’ strategies and organization structures (Bartlett and Ghoshal, 1989). This paper also contributes to international strategic HRM research by highlighting the need for future studies to incorporate individual level analysis of managers’ cognition in the investigation of MNEs’ choice of management practices. The analysis of the role of managers’ cognition in balancing competing influence of global and national forces represents a regrettable omission in existing theoretical frameworks of international strategic HRM, which largely focuses on analysis of macro-environment and meso-firm factors (eg. Schuler, Dowling and De Cieri, 1993; Taylor, Beechler and Napier, 1996; Thite, Wilkinson and Shah, 2012 ). 

The focus on chinese MNEs’ approach to employer associations bears both theoretical and practical significance. Chinese MNEs’ unfamiliarity with host country environment and the resulting industrial relations problems have been widely noted in literature (Xi, 2007). One local stakeholder important for Chinese MNEs craving for practical knowledge of the IR practices of host country is host country employer association. This is because employer associations are business associations that specialise in advising and assisting firms in industrial relations issues, and it has been reported that Chinese MNEs are reluctant to use consulting companies (China Economic Review, 2010). Most MNEs from OECD countries joined the main employer associations in their host countries and used their industrial relations services to smooth adaptation to local IR customs (Gunnigle, 1995; Peltonen, 2006).  However, there is dearth of research investigating on how Chinese MNEs obtain local knowledge through host country stake holders, in particular how they interact with local employer associations to overcome their industrial relations obstacles. This study can fill this lacuna in literature. Moreover, the findings from examining Chinese MNEs’ response to host country employer associations can assist MNEs from China and other developing countries determine if joining a host country employer association is in their interest. Such examination can also help host country stakeholders understand the views of Chinese investors. These stakeholders can then decide how best to relate to these corporations as allies, competitors or antagonists. 

The paper is structured as follows: first it discusses the theoretical background of the study: COE thesis and managerial cognition. Then, it profiles the industrial relations system in China, focusing specifically on employer associations. This is followed by an explanation about how this research was conducted. Next, the paper presents the primary findings from this study. The paper concludes with the discussion of research findings and their implications.

Country of origin effect and managerial cognition

An increasing body of studies has investigated COE on HRM-IR practices in MNEs from developed countries 
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(Bae, Chen and Lawler, 1998; Beck, Kabst and Walgenbach.,2009; Ferner, Quintanilla and Varul, 2001)
. COE refers to the influences of home country environment on MNEs’ behavior or embededness of MNEs in their home country 
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(eg. Almond, et al., 2005; Noorderhaven and Harzing, 2003)
. The general conclusion from COE studies is that COE shapes MNEs’ management practices In many empirical studies, COE is operationalized as the phenomenon that subsidiary management practices of MNEs resemble their practices in home country 
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( Dickmann, 2003; Ferner, et al. , 2005;) 
. 

Although literature on COE has not systematically theorizes or empirically investigates mechanisms of COE, discussions about MNEs’ transfer of employment practices and why country of origin occur cast lights on this issue. Scholars explain why COE occurs primarily from two perspectives: market-based perspective and cross-national comparative perspective. Market-based perspective suggests that MNEs’  deliberately leverage across international operations their organisational capabilities which are viewed as source of their competitive advantage in foreign market (Kostova and Roth, 2002). This leads to the occuranc of COE. It is suggested that headquarters impose home practices on subsidiaries through corporate control mechanism.  These mechanisms include formal procedures such as centralized decision making, written guidelines, strategic planning, goal setting, budgeting,  output and behaviour control as well as informal control which is often termed as organisation culture (Tregaskis, 1998). Using home national expatriate manager and financial control are also suggested to be utilized by MNEs to ensure subsidiaires follow the suit of their parents and bear home country imprint (Ferner, Quintanilla and Varu, 2001). 

 It is the common view that if MNEs originated from countries that benefit from strong economic performance and such performance is attributed to certain organisational practices such as US individualistic approach  to HRM model, then MNEs tend to transfer to their subsidiaries these management practices which are viewed as source of their competitive advantage (Ferner and Edwards, 2002; Tu¨selmann et al., 2008 ).  Given that previous studies on COE and the transfer of strategic organisational practices concentrate on MNEs from America, Japan and Germany which normally have competitive advantages in aspects of their HRM, it is understandable that scholars have highlighted the significance of corporate control mechanism in the occurance of COE. However, MNEs from emerging econonies such as  Chinese MNEs are normally aware of their later comer status in international competition and their weakness in international management capability. If the logic that MNEs from nations with relatively poorer economic perfornance tend to adjust their practices to those adopted by firms from dominant economy remains valid (Ferner and Edward, 2002), then it is less likely for MNEs from emerging economies such as Chinese MNEs to intentionally transfer their home practices to overseas operations in OECD countries. Therefore, the following proposition is developed:

Proposition 1: Chinese MNEs will not intentioanlly use corporate control mechanism to ensure that overseas subsidiaries adopt home country HRM-IR practices.       

In explaining why country of origin effect occur, cross-national comparative perspective, however, emphasizes the role of national culture, or distinctive national political and economic structure, or/and organisational pressure for internal legitimacy in shaping  subsidiary practices towards home country management model (Rosenzweig and Singh, 1991; Westney,2005; Whitley, 2001).  However, although this perspective does not explicitly discuss or empirically investigate through what mechanism or channel home country macro-environment determinants impact on management practices in overseas subsidiaries. 

While market-based perspective tends to attribute the occurrence of COE to firm level consideration, cross-national comparative perspective emphasize macro-environment determinants in shaping management practices in MNEs.  Both perspectives tend to underplay the micro-individual factors such as the role of managers’ mindset in shaping MNEs’ practices. By so doing, exant COE studies effectively conceptualize MNE as a rational decision making body, or at most a decision making body influenced by power struggle between human  beings (Edwards, Colling and Ferner, 2007). Decision makers’ perception, their knowledge and skills  are generally divorced from the analysis of MNEs’ choice of management practices. This is contradicting to the reality as all management decisions are made by individuals or group of individuals. Decision makers’ understanding of the issue will certainly influence the choice of MNEs’ practices. This may be why in strategy and organization literature the significance of cognitive dimension of MNEs and the influence of managerial cognition over organizational outcomes has long been acklowledged (Bartlett and Ghoshal, 1989; Levy, Beechler, Taylor, Boyacigiller, 2007). 

Therefore, the starting point for this paper is the proposition that managers’ cognition acts as a mechanism for COE to occur. In their conceptual paper on the sources and mechanisms of COE, Noordhaven and Harzing (2003) propose that administrative preferences of  expatriates in the organisationsal strucures, procedures and processes acts as an mechanism for COE to work through. This is the first paper noting the role of managers’ subconcious choice or their mindsets in the occurance of COE. However, this paper fails to either theorize this proposition or empirically test it.

The link between MNEs’ choice of management practices, managers’ mindset and home country environment can be predicted by combining contributions from institutional research and social and managerical cognition research. One of key premise of institutional theory is the assumption that individuals are embeded within the institional milieu that shapes his or her subjectivity. Individuals coming from same institutional environment share conceptions that constitute the nature of social reality and the frames through which meaning is made (Scott, 2008).  It is through the lense of these frames, structured mind scripts, that reality is percieved and interpreted and responses are made. Bourdieu (1990)  coined the term ‘habitus’ to refer to  pattern of thoughts produced by social conditions and embodied in indivuals’ thinking and behaviour in particular field-sactioned ways and that is durable and transferable. The concept of ‘habitus’implies the explicit link between individual’s mindset and social conditions (Mutch, 2003).  Habitus is aquired from early  experiences and individuals tend to respond to new experiences by assimilating them to the generative principles they aquired before (Bourdieu, 1990, p. 60). Applying this term to management of organizations, Bourdieu’s concept of habitus predicts the existence of situation that the choice of management practices is neither the result of rational calculation nor the determinations of mechanisms external to and superior to the decision makers (Bourdieu, 1990, p. 50; Mutch, 2003). It may simply be the result of economy of practices, the unconcious transfer of habitus to dissimilar areas of practices. 

Using a different set of terms, strategy and organization theoriests have also achoknowledged the importance of managers’ cognition in assessing organizational environment changes and making strategic decisions.  Schema, representation of the categories associated with a concept and relationships between categories, is believed to act as cognitive frameworks that simplify information process for managers (DiMaggio, 1997). Managers  use existing schemas give meaning to environmental changes and help to shape action (Elsabach and Barr, 2005). This is especially so in the case of radical changes which are difficult to understand as they require new categories and relations that are not present in existing schemas to understand. To cope with this incongruity, existing schemas are often been relied upon to define and give meaning to the new problems and new institutional designs through invoking and transfering analogies (Rindova and Petkova, 2007). However, it should be noted that managerial cognition can be improved through accumulation of experience and learning, which can increase the complexity of schemas and thus provide managers with a greater variety of strategy solutions in decision making (for a good summary of relevant studies see Bingham and Kahl, 2013).      

One possibility that can be deducted from the above-mentioned predictions of institutional theory and social and  managerial cognition research is that the observed similarity between MNEs’ practices and those adopted by their subsidiaries is the result of expatriate managers’ cognition or habitus developed in home country environment being in action. When being expatriated to overseas subsidiaries, managers take with them their views and attitudes on management (Beck, Kabst and Walgenbach, 2009). These values, beliefs and views guide their evaluation of events, their selection of actions and  their judgement of management practices they use (Noorderhan and Harzing 2003).  Managers’ expertise learned in their past or beliefs about ‘how things ought to be done’ induce them to acquire and process information in a habitual manner, to make biased judgement and to overgeneralise the suitability of their home practices when managing foreign operations (Lubatkin, Calori, Very and Veiga, 1998, p. 681). If MNEs have low level of local integration in host country environment or lack of international management experience, then expatriate managers are more than likely have limited scope of habitus or schemas. Consequently, even when MNEs intentionally choose to adapt to host country context, expatriate managers’ interpretation of host environment and their views about how they should pursue local adaption might still be imprinted by their home country cultures and institutions. As mentioned above, given the later comer status of MNEs from emerging economy in global competition, it can be assumed that home country culture and institutions will impact on MNEs’ behaviour in host countries not through managers’ deliberate choices. More than likely, the trace of COE on these MNEs’ management practices will primarily works through beliefs, values, cognition or habitus of key decision makers.

Proposition 2: COE on Chinese MNEs’ HRM practices will primarily work through home national expatriate managers’cognition.  

As this study investigates how home country context informs Chinese MNEs’ approach to employer association in their foreign operations, it is necessary to provide some background information about industrial relations system in China.

Industrial relations system in china

In China’s IR system, trade unions and employer associations are recognized as social partners, both controlled and supported by the state but have little capacity to engage in independent collective bargaining. Tripartite consultation is dominated by the  government, serving as a channel for the government to consult social partners and as a means to maintain social peace ( Clarke and Lee , 2002). Collective contracts are reduced to the framework contract, reproducing the legal obligations of management while collective bargaining process is mutated into a ritualistic preparation of documents by parties (employers and workers and their representatives- trade unions) without a genuine process of negotiation 
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( Clarke and Lee , 2002) 
. 
The development of employer associations in China is relatively weak in comparison to trade unions (Zhang, 2002). The formerly monopoly employers’ representative organization at National level is the China Enterprise Confederation (CEC). Officially, the role of CEC is to represent employers in labour relations matters involving tripartite consultation, to provide management consultation services for employers, protect employers’ interests and convey  their concerns to the government and participate in formulating legislation and policies concerning the interests of employers(Zhang, 2002). In reality, CEC acts simultaneously as a control instrument for the state, a channel for entrepreneurs to access state actors and policymaking processes, and a forum for managers to exchange ideas and further the training of managers. In Taylor et al.’s (2003, p. 73 ) view, CECs resemble ‘state-owned management consultancy bureaux’ which provide government advice and information on employer interests, educate member organizations about state regulations and train managers. Similarly, Clarke and Lee (2002) observe that when participating in tripartite activities CEC functions primarily as a transmission belt from the government to the enterprise rather than as a representative of employers. In short, at enterprise level, employer associations are institutionally excluded from collective bargaining process. At national level, CEC remains a weak industrial relations actor in representing employers’ interests 
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(Chang, et al., 2009; Cheng, 2004)
.  
Research method

This study adopted a qualitative research design as such a method offers powerful ways to obtain rich data for describing, interpreting and explaining the phenomena under investigation (Patton, 2002; Yin, 2009). The data analyzed here are drawn from  case studies of 20 Chinese MNEs. The data consist of documentary materials collected from case companies, media archives and data from 52 semi-structured interviews with 26 headquarter managers and 26 subsidiary managers. For reasons of confidentiality, pseudonyms are used. Case firms are coded with Caseco plus a number, such as Caseco1, and interviews FMP plus a number such as FMP36 in this paper. 

A maximum variation sampling strategy was used to select case firms. As the theoretical focus of this study is country of origin effect, our ultimate concern is to identify commonalities that originate from firms’ home country context and exhibit in firms’ practices across cases. Such a sampling strategy has the ability to yield shared patterns. These patterns are of particular interest and value when they emerge from vastly different cases (for example, Chinese MNCs with different investment destinations, industries, ownership, sizes, and international experiences) Patton, 2002()
. The case firms come from a range of industries, including mining, bank, ocean-shipping, manufacturing, invest in a wide range of host countries including Russia, Australia, Peru, Germany, Morocco, Vietnam and US, are at different stage of internationalization and are of different size. The major selection criterion was the accessibility (Yin, 2009).  

The interviewees mainly consisted of HR managers. In some case companies, general managers and managers from functional areas such as finance, marketing and strategic planning were also interviewed where possible either for the purpose of the triangulation or because of the accessibility and the source of rich information considerations. The interviews involved both headquarter managers and subsidiary expatriate managers. This is because this study intended to unprecedentedly comprehensively examine COE in Chinese MNEs’ approach to employer associations:  1) focusing not only on policies and practices adopted in overseas subsidiaries but also the strategy formulation prior to case firms’ market entry; 2) comparing practices adopted by overseas subsidiaries with that by headquarters. 

All the interviews were semi-structured, covering such issues as the locus of IR decision-making, the information sourcing methods in relation to industrial relations issues, the managers’ perceptions of employer associations in China and in their host countries and the firms’ associative practices. The interviews were primarily conducted face to face at headquarters, with four interviews with four expatriate managers through phone.  Each interview lasted a minimum of 1.5 hours and were digitally recorded and later transcribed. 

Content analysis technique was employed to process the data. Based on research and interview questions, chunks of text in transcripts and documents were marked in pencil with a code such as IR decision making,  manager’s view of employer associations, headquarters’ policy towards employer associations,  managers’ perception of overseas employer associations  being noted down in the left hand margin beside the segment Miles and Huberman, 1994()
. Then information provided by interviewees was checked against that generated from documents. Later, the sections of text were categorized by theme and collated in the process of aggregating data to company level and further interpretation. Following this, a descriptive case study for each company was constructed, incorporating data from both interviews and documents. The data analysis concluded with the cross-case synthesis Yin, 2009()
, which was done to build up a general explanation that fitted all individual cases Merriam, 2009()
. Based on the synthesis of cross-case information, the findings are presented in the next section according to themes emerged from the data and illustrated with typical and exemplary examples drawn from individual cases.
Findings

This section reports findings from data analysis. The first subsection briefly discuss the findings related with Proposition 1 while the second subsection details the central finding of this study-managers’ mindset as mechanism for COE. 

 Corporate control measures as mechanism of COE
There is little evidence that Chinese MNEs employed corporate control measures to ensure the overseas subsidiary bear home country imprint. No case firms reported that headquarters had interfered with subsidiary labour relations issues through formalized, standardized and impersonal control methods such as universally applied written policies or output control via evaluating records and reports of the subsidiaries. Neither had headquarters used corporate culture as an informal control mechanism to diffuse home country rules and norms in relation to practices towards employer associations. In fact, no headquarters of case companies formulated any formal policy towards host country employer associations and pressure subsidiaries to embrace them. In all case firms, The decision making power in issues such as union recognition, collective bargaining and employer association membership was delegated to overseas subsidiaries. The headquarters HR departments normally assigned themselves the role of selecting and assigning senior level managers for overseas operations, deciding expatriates’ wages and benefits and appraising the performance of expatriates and general managers of subsidiaries. IR performance of subsidiaries was not included in headquarters’ assessment of subsidiary managers’ performance. The headquarters’ indifference to subsidiary employer association issue, HRM-IR issue in general, is best explained in the following quote:  

It is a waste of time to discuss this issue with me. We do not care about overseas labor relations issues or relations with local associations. We assign general managers to overseas subsidiaries and they are fully responsible for business operations there. Things such as how to handle relations with local institutions are all their own business. (FMP24, Caseco.10)

Headquarters HRM officers know nothing about industrial relations here. They would not direct me how to manage this subsidiary. Ultimately, I am responsible for the business performance of this subsidiary and I have full autonomy in deciding operational issues. (FMP36,Caseco.13)
Managers’ mindset as mechanism of COE 
The data revealed strong trace of country of origin effect manifested in Chinese MNEs’ approach to host country employer associations and the instrumental role of managers’ mindsets in the occurrence of such effect. Managers from the firms studied generally had little knowledge about employer associations both at home and abroad and they tended to credit little value to those associations, regardless of whether they operated in China or in an unfamiliar environment of their host countries. To best illustrate this finding, this subsection is divided into two parts. The first examines evidence in relation to Chinese MNEs’ approach to domestic employer associations-China Enterprise Confederation (CEC). The second investigates the evidence relating to how Chinese MNEs related to host country employer associations. For each section, the cognitive orientation of Chinese managers in regard to employer associations will be considered first. Then, case firms’ policies and practices will be analyzed.  
Chinese MNEs’ approach to domestic employer associations

Managers’ perceptions of the CEC. Generally, the interviewees demonstrated little knowledge about CEC. No interviewee was able to give a comprehensive description of CEC’s activities.  The general impression of interviewees towards CEC was as follows:

a) An association consisting of a group of retirees undertaking some research, issuing magazines, and collecting money from firms; 
b)  An organization which organizes the excellent enterprises or entrepreneurs competitions; 
c) An organization which often organizes various activities for CEOs to meet each other or to exchange views and information; 
d)  An association with government background which provides reliable training and information services for enterprises 

Moreover, most interviewees perceived that the CEC had little value to enterprises, though a few interviewees suspected that the activities organized by the CEC might be beneficial for CEOs to improve their management capacity and to build up their personal network.  

None of interviewees from firms was aware that the CEC had an industrial relations function. Moreover, it was popularly perceived by the interviewees that the CEC had little, if not none, influence over the industrial relations issues at national or local level. Meanwhile, the case companies with CEC membership unanimously contended that CEC had no impact on the industrial relations and HRM practices in their companies.  The following citations capture such beliefs of those managers:

There is no such association in China (which takes up industrial relations function). Industrial relations are regulated by the labour administrative authorities (Lao Dong Bu Men) (FMP50, Caseco.18).

 There might be such an organization called the CEC. But it does not have a close relationship with our firm. It does not involve in industrial relations within enterprises at all.  (FMP39,Caseco.15)

Chinese MNEs’ policies and practices towards China Enterprise Confederation. All case companies did not have a formal policy about the membership in associations. However, a tacit associative policy pervasively exists in the case companies. It was observed by the interviewees that their firms generally joined the associations with which the membership was required by government departments. Whereas, the membership in other associations was normally subject to CEOs’ discretion. 

Of all case companies, twelve companies were the CEC members. The other eight companies which did not take up CEC membership included two privately-owned firms headquartered in Beijing and six enterprises owned by the central government. The reasons for case firms’ CEC membership can be grouped into three categories. The first is government related concerns, including government directive, the government resource concern and the government relation consideration.  Nearly all the case companies with state ownership mentioned that their CEC membership was the result of the observance of the order issued by the government. The following excerptions are representative statements advanced by the interviewees.

I would say it (the CEC membership) is a historical legacy. You surely know where this association originated.  Our firm is a state-owned enterprise. Both (the firm and the CEC) have government background. The administrative line is very clear. Supervised by the State-owned Asset Administration Committee (SAAC), they had this requirement on us.  It (the taking-up of the CEC membership) was in nature an administrative activity. It was impossible for a firm like us not to join this association.   (FMP7, Caseco.4)

The second reason mostly mentioned for the case companies to take up the CEC membership is to develop network and look for business opportunities with other CEC members.  For example, FMP19 from Caseco.9 claimed: ‘One of the reasons is to exchange information with the other CEC members. Some of them can be our market and vice versa’.   The third motivation for the CEC membership relates to reputation consideration. It was widely perceived that the CEC membership and a position in the CEC council were a symbol of the social status. They would give the public the impression that the firms concerned were good and trustworthy. Moreover, the CEC membership could also bring the fame to the CEO of the firm concerned.  FMP52 from Caseco.20 made the exemplary statement: ‘I suppose it (the membership in the CEC) is out of the concern about the development of the firm’s brand and image’. 

None of the case companies reported that they had joined the CEC for the industrial relations purpose. It was widely contended by the interviewees that there was no need for firms to participate in any association for the industrial relations purposes. Consequently, none of the case companies with CEC membership utilized the CEC officials directly in their management of workplace industrial relations. The case companies converged in their practices when they encountered the industrial relations difficulties. It was reported by the interviewees that when they had problems in interpreting the industrial relations laws and regulations, they normally went to consult government authorities for clarification. Under the circumstances when labour disputes occurred, normally with individual employees, the case companies settled the disputes by themselves or with the assistance of the lawyers employed by the firm. If the disputes could not be settled within company, then the cases were taken to the labour arbitration affiliated with the labour administrative authorities or to courts. In brief, in all above-mentioned circumstances the case companies had not involved the CEC. FMP2 from Caseco.1 even claimed: ‘in my impression, though I have been in charge of industrial relations issues for twenty-two years, I have never had any dealings with the CEC’. 

Chinese MNEs’ approach to host country employer associations 

Chinese managers’ perceptions of host country employer associations. In general, the interviewees did not show much understanding of and interests in overseas employer associations. All the managers interviewed, except five managers, confessed that they did not know about overseas employer associations. Among the five HR managers, FMP6 from Caseco3 and FMP42 from Caseco15 acknowledged that they had come across the term ‘employer associations’ from books. In the case of FMP5 from Caseco.2, FMP8 from Caseco.4 and FMP24 from Caseco.10, they acquired their knowledge about employer associations from their experiences in host countries. 

Although it might sound pointless in exploring the perceptions about employer associations of managers who know little about such organizations, the analysis of data about the rationales advanced for case companies’ policies and practices towards host employer associations did yield some interesting findings about managers’ perceptions about overseas employer associations, which are astonishingly similar to their perceptions of home country employer associations. There was a perception among interviewed managers that employer associations were an organization superior to firms and responsible for the enforcement of labour regulations. For example, in their interviewees both FMP15 from Caseco.8 and FMP28 from Caseco.11 referred employer associations as “superior mother-in-law (shang ji po po)”, a term often used to refer an external governing body of an organization in China. 

The second popular perception of local employer associations among managers interviewed was that employer associations would not be able to meaningfully counter the power of the state. FMP24 from Caseco.10 made a representative statement in this regard:

We attach importance to the support of the state in host countries. But we do not pay much attention to unions and employer associations…the employer associations could not countervail the power of the government. For example, if the government say that your firm is not qualified to assign employees from china, I have to deal with the government. 

Last but not least, there was a perception among some managers that employer associations were money-grubbers and membership in such associations was of little value to firms’ business operation. For instance, in explaining his non-membership policy, FMP44 held:

In nature, the membership means to pay money. I do not know what else benefit the membership can bring us… There is no need to join local associations. What is the use for us to join them? Can they provide us information we need? They cannot… I did not try to ask them for information. In fact, it did not occur to me that there existed local associations. It is impossible for them to offer us any help. 

Chinese MNEs’ policies and practices towards host country employer associations. None of the case companies in this study had consulted employer associations for information on industrial relations in their host countries before they started their overseas operations. When being asked why they failed to resort to employer associations in host countries for information, the reasons popularly given were twofold. First, the case companies did not realize that there was such an association in their host country which could provide industrial relations information services and thus they habitually went to the government agencies or consultant companies. Second, there existed a suspicion among Chinese managers about the impartiality of the employer associations in host countries in providing trustworthy information. 

In terms of membership policy, most of the case companies showed strong interests in taking up membership in associations when they went overseas but none of them was particularly keen on taking up membership in associations for industrial relations purposes. All the subsidiaries of the case companies, except those of Caseco.6, Caseco.7, Caseco.18, reported their membership in the China Chamber of Commerce, an association being supervised by the Chinese embassies in their host countries. Moreover, three quarters of the case companies acknowledged their membership in at least one local industrial or trade associations. However, only two subsidiaries of Caseco.10 reported that they joined the local employer associations. The reasons for Caseco.10 to take up membership in local employer association were different in its two subsidiaries. Its Argentina subsidiary joined the local ship-owner association primarily for the purpose of wage bargaining with the militant local union. As for the Morocco subsidiary of the Caseco.10, it took up membership in local employer association because its local partner was the president of that association.

The other case companies informed the researcher that they had never joined any host country associations for industrial relations purposes. The rationale for the non-membership policy of these case firms towards local employer associations were diversified. The first and the mostly noted reason was that they failed to notice the existence of employer associations in their host countries. The second popularly advanced reason was that the firms did not feel that they need to consider the membership in any associations for industrial relations purposes either because their industrial relations problems were well looked after by their local partners or the capable local HR managers or because they had encountered few labour disputes. The third reason contributed to firms’ non-membership decision, as mentioned before, was the perception of some Chinese managers that the associations providing industrial relations services were no more than a money-grubber and that they were in nature a civil association which firms had no need to worry about. In addition, other barriers for the case firms to take up membership in local employer association include Chinese managers’ interpretation of the employer associations as the social club for the boss, the Chinese managers’ poor command of the host country language and the membership cost. It is worth to point out that membership cost concern was mainly advanced by small overseas operations.

However, a further investigation about all case firms’ associative conduct in host country associations, plus an examination of the available on-line data on functions of those associations, revealed that at least six other case companies did join a local industrial association which represented employers’ industrial relations interests. These firms were Caseco.2, Caseco.3, Caseco.4, Caseco.8， Caseco.12 and Caseco.16. In the case of Caseco.3，Caseco.4 and Caseco.8, the membership in the local employer associations was a heritage from the former owner of their overseas subsidiaries. While, the other three case firms joined the associations mainly to seek for the benefits an industrial association could offer such as obtaining information on trade policies and the trend of the market, enhancing firm’s image and networking. The discrepancy between the reported and the actual membership in local employer associations again pointed to the combined effect of the managers’ misperceptions about the local employer associations and the unawareness of and the lack of interests in industrial relations services provided by those industrial associations.

The subsidiaries of case companies generally failed to utilise much of the industrial relations function of employer associations. It was widely reported that when case firms needed the clarification about labour regulations Chinese managers generally consulted their local subordinates, lawyers, local government departments, Chinese embassies and China Chamber of Commerce rather than local employer associations. Meanwhile, in handling industrial relations issues, the case companies tended to emphasize the use of lawyers and local HR professionals and the learning from the practices of the other firms in the same trade rather than the utilisation of the services provided by employer associations.

None of the case companies reported that they had directly involved employer associations in their enterprise collective bargaining. The lack of involvement of employer associations in the collective bargaining by the case firms was commonly explained by managers’ perception that employer associations did not participate in the collective bargaining conducted at enterprise level or provide suggestions about the collective bargaining conducted within a firm. Also, the desire to retain managerial prerogative or control over workplace industrial relations constrained a number of managers interviewed from engaging the employer associations in their firms’ collective bargaining. 

 
The only reported occasion for case companies actively contacted local employer associations for industrial relations purpose was when a serious labour dispute took place. Caseco2, Caseco4 and Caseco8 revealed that they approached to local employer associations when workers went on strikes. Such contacts normally aimed to get advices on the solutions as well as to explain to the associations the difficulties faced by the companies in order to get their support for the firms’ stance and to offset the negative effects on the firms’ image in the eyes of the associations. However, the case firms with disputes generally failed to directly involve the local employer associations in the settlement of labour disputes. A general pattern was that they engaged lawyers, though in a number of occasions they used employer associations in a consultancy mode at the mean time. 

This failure for the managers interviewed to involve employer associations in labour dispute settlements were attributed to two factors. The first reason was that the managers failed to realize that employer associations could assist them in dispute settlement, as manifest in the following explanation made by FMP5 from Caseco.2:

When we encountered collective disputes, the employer association we joined did not come to our firm. Also, it did not occur to us that we could ask them to help. Normally, employer associations can hardly resolve such problems. It has to be settled on your own.    

The host country employer associations were reported to have little impact on the human resource and industrial relations practices in the case companies which took up employer association membership. All the subsidiary manages interviewed contended that their firms had not consulted the local employer associations in issues such as training, personnel development and wage determination. 

Discussion and conclusions

This study has investigated how Chinese MNEs’ approach to employer associations is influenced by their country of origin. The analysis of corporate control over subsidiary HRM-IR issues and the comparison of the perceptions and practices of Chinese MNEs towards employer associations in China and host countries revealed a number of important findings. First, the empirical evidence in this study points to a distinctive country of origin imprint, i.e. the enduring influence of China’s IR system on Chinese MNEs’ approach to host country employer associations. This finding confirms the argument by COE theorists that MNEs have trace of their country of origin within them 
 ADDIN EN.CITE 

(Ferner,1997; Ferner, et al., 2001;Tuselmann, et al., 2008)
. A comparative analysis of interviewees’ perceptions and case firms’ practices towards the CEC and host country employer associations revealed astonishing similarity. This is despite the fact that case firms operate across a diversity of host countries and industries. Moreover, the data reveals strongly that Chinese managers are generally ignorant of overseas employer associations, credit little value to these organizations, lack interest in employer association membership, and are reluctant to involve employer associations in workplace industrial relations issues. Such attitudes and behaviors towards host employer associations differ from those of MNEs from OECD countries as reported in Gunnigle (1995) and Peltonen (2006). However, they can arguably be reconciled with the absence of a well-established free collective bargaining mechanism within the Chinese IR institutional framework and the resultant lack of need and experiences of these managers in interacting with employer associations for industrial relations purposes in China. 

Second, the influence of home country institutional environment on Chinese MNEs’ approach to host country employer associations hardly effects through the formal transfer of home country practices via corporate control mechanisms. In brief, all evidence directs to the absence of deliberate transfer of home country policies and practices to overseas subsidiaries. Thus, the widespread non-membership in local employer associations in many subsidiaries of Chinese MNEs by no means reflects a headquarters driven policy, which is often the case in US MNCs as widely reported in the literature 
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(Ferner, et al., 2001; Royle, 1998)
.  However, COE on Chinese MNEs’ approach to employer associations primarily works through the mindset of home country nationals that normally act as key decision makers in subsidiaries. This provides empirical supports to Ferner (1997) and Noorderhaven and Harzing’s (2003) assumption that COE works through hiring home country nationals as key decision makers. This study pinpoints that it is the managers’ cognition/mindset or schemas that acts as the mechanism for country of origin effect to occure. As mentioned above, the analysis of justifications provided by interviewees for their firms’ policy choices in relation to employer association membership and their utilization of these associations reveals a strong link between managers’ perceptions and their administrative behavior or practices. Furthermore, interviewees’ perceptions about the CEC and those of overseas employer associations are distinctively similar. The high level of similarity in managers’ perceptions indicates that expatriate managers did not leave their mindsets at home. Rather, the perceptions about employer associations formed at home served as a lens for them to examine the role and value of overseas employer associations. This often led to their distorted understanding of the local employer bodies and influenced their attitudes and actions towards overseas employer associations, a situation which may be attributed to expatriate managers’ lack of international management experience and low level of local integration and thus limited schemas or cognitive complexity they have in this regard. 

The findings of this study have important  implications for academics,  industrial relations players and Chinese MNEs. The finding that COE primarily works through the mindset of executive expatriate managers underscores the necessity for future studies to incorporate the exploration of nationally entrenched mindsets of expatriate managers and their influences on organizational outcomes in the examination of MNEs’ management practices. It provides empirical support to Quintanilla and Ferner’s (2003) observation that to fully understand complex phenomena of HRM-IR in MNEs future studies should attempt an integrative perspective that takes into account contributions from different theoretical backgrounds and a multi-level analysis.  Moreover, the overall finding that COE manifests in Chinese MNEs’ approach to employer associations lends support to the argument of the institutionally enrooted  MNEs’ activities 
 ADDIN EN.CITE 

(Ferner, 1997; Westney, 2005 ; Whitley, 2001)
. Moreover, this study advances the theoretical development of COE research by identifying the mechanism of COE. It also expands empirical support for the argument that COE is a useful and promising framework for future research (Beck, Kabst and Walgenbach.,2009). Scholars interested in COE research can go along the path of investigating how COE interact with other factors such as host country and industry in shaping  management practices of MNEs from emerging economies.   

The practical implications of this study are twofold. Given that Chinese MNEs’ indifference to host country employer associations originates from their lack of knowledge about such institutions, employer associations wishing to lure this cohort to take up membership can reach out and educate them about the membership benefits. The finding that country of origin effect works through managers’ mindsets, which subconciously shape their decisions and choice of actions, suggests that managers responsible for managing overseas subsidiaries should be wary of relying on their past experience. They should actively improve their cognitive complexity or schemas through learning, integrating into host HRM-IR environment or working in teams with local managers so as to improve effectiveness of their management decisions (Bingham and Kahl, 2013).  
Despite of its contributions, this study has its limitations. One limitation is that the sample of this study may be viewed as being small and thus the generalisability of the findings from this study might be challenged, although this qualitative study intends to seek analytical generalization rather than population generalization. Another limitation is that due to limited literature on employer associations in various countries and the interactions between firms and employer associations this study was not able to make a comprehensive comparison of Chinese MNEs' approach to host country employer associations with those adopted by MNEs from other countries and domestic firms in host countries. This is despite the fact that this study follows the research tradition of tracing COE through identifying the link between home country institutional environment and MNEs’ practices in host countries. To further strengthen the robustness of the conclusions, future studies can consider empirically investigate and compare IR behaviour of Chinese MNEs and that of MNEs from other countries such as MNEs from developed countries or MNEs from other developing countries or that of domestic firms in host countries.
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Table 1. Profile of Case Firms and Interviews
	Case firms 
	Industry
	Owner

-ship
	Size:

overseas /

total staff
	Host Countries
	Establish-ment Method
	Year of  

FDI
	No. of Interviewees By Function
	No. of expatriate

Interviewees 

	Caseco1
	Mining
	SOE
	1030/107831
	Production operations in Peru and Australia
	Brownfield

Greenfield
	2000s

2000s
	HR 
	Non-HR 
	

	Caseco2
	Mining
	SOE
	3000/25000
	Production operations in Zambia, Inner Mongolia and Burma
	Brownfield

Brownfield

Greenfield
	2000s

2000s

2010
	2
	1
	

	Caseco3
	Mining
	SOE
	7000/12365
	Production operation in Australia 
	Greenfield

Brownfield
	1990s

2000s
	1
	1
	

	Caseco4
	Steel
	SOE
	2000/80000
	Production operation in Peru 
	Brownfield
	1990s
	1
	0
	

	Caseco.5
	Banking
	SOE
	7890/137375
	640 service offices in 25 countries
	Greenfield
	1920s
	3
	
	

	Caseco6
	Mining
	SOE
	300/93000
	Production operation in Australia
	Greenfield
	2000s
	2
	0
	

	Caseco7
	Hi-Tech
	POE
	20/110
	Production operation in USA
	Greenfield
	2000s
	1
	1
	

	Caseco8
	Manufacturing
	SOE
	8000/150000
	Production operations in UK and Korea
	Greenfield

Brownfield
	2000s
	0
	1
	

	Caseco9
	Pharmaceutical
	SOE
	56//3,000
	Production operation in South Africa
	Greenfield
	2000s
	3
	2
	

	Caseco10
	Fishery
	SOE
	550/18000
	Production operations in Argentina, Morocco and Mauritania
	Green-field JV

Greenfield
	1990s
	1
	4
	

	Caseco11 
	Construction
	SOE
	280/25706
	Projects in 10 countries, mainly in Africa, East Asia, Russia, U.S.
	Projects/

Greenfield 
	1990s
	1
	3
	

	Caseco12
	Steel
	SOE
	30/42300
	Looking for FDI opportunities
	representative offices around the world, looking for FDI opportunities
	NA
	1
	1
	

	Caseco13
	Shipping
	SOE
	2500/47000
	90 service offices in 40 countries
	Establish-ment Method
	Year of  

FDI
	0
	2
	

	Caseco14
	Property  
	POE
	0/112
	Looking for FDI opportunities
	40 % JV others are

Greenfield
	Earliest   1960s
	3
	3
	

	Caseco15

	Manufacturing
	POE
	2000/4596060
	Sales offices in 33 countries. Production operations in Vietnam, Poland, Mexico 
	Looking for FDI opportunities
	NA
	0
	1
	

	Case firms 
	Industry
	Owner

-ship
	Size:

overseas /

total staff
	Host Countries
	Establish-ment Method
	Year of  

FDI
	No. of Interviewees By Function
	No. of expatriate

Interviewees 

	Caseco16
	Manufacturing
	POE
	200/46158
	Sales offices in 6 countries. Production operation in Vietnam
	Brownfield

Greenfield

Brownfield

Brownfield
	Earliest 1990s

1990s

2000s

2000s
	6
	2
	

	Caseco17
	Manufacturing
	POE
	40/350
	Production operation in Nigeria
	Greenfield

Greenfield
	2000s
	1
	1
	

	Caseco18
	Trading
	SOE
	9/200
	Production operation in Peru
	Greenfield/

JV
	2000s
	0
	1
	

	Caseco19
	Trading
	SOE
	200/3000
	Looking for FDI opportunities
	Greenfield
	2000s
	0
	1
	

	Caseco20
	Construction
	SOE
	350//2200
	Projects in Africa and East Asia
	Used to have a factory invest in Burma, Looking for opportunities
	1980s
	0
	1
	

	Caseco21
	Mining
	POE
	40/500
	Production operation in Malaysia
	Projects
	1990s
	1
	0
	

	
	
	
	
	
	Greenfield
	2000s
	0
	1
	


Note: 1. SOE = state-owned enterprise; POE = privately-owned enterprise.
2. HR titles include Deputy CEO responsible for HRM, vice director general, director, manager, head. 
3.  Non-HR titles include CEO, general manager of International Business Unit, general and assistant general manager of overseas subsidiary, managers of other functional departments.
4. Case firms with one interviewee often have information rich participants such as CEO or senior managers responsible for overseas subsidiaries. 
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