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Abstract

A neglected issue in the international HRM literatiare the mechanisms through
which MNC headquarters control and coordinate th&NH activities of foreign
subsidiaries, and why they are used. Accordinglg,dresent study aimed to investigate
the antecedents of HRM integration mechanism usaddNCs and to establish the
extent to which these antecedents differ in impaeaacross different mechanism types.
The sample on which the study is based compriseSurépean-owned subsidiaries
located in China. The results show that to varyextents the number of expatriates in
the subsidiary, the background of the subsidiary ii&hager, MNC size, the nature of
subsidiary operations and MNC home region expléi@ tise of at least one type of

HRM integration mechanism.
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ANTECEDENTS OF HRM INTEGRATION MECHANISM USAGE INM NC
SUBSIDIARIES IN CHINA
1. Introduction

Many of the studies that address the issue of cbmtr MNCs adopt the
contingency view of organisations insofar as ddférsets of contextual factors (e.g.
country of origin or host institutional environmgrand universal contingencies (e.g.
firm size, age and industry) will determine thedsnof control mechanisms deployed
(Baliga & Jaeger, 1984). The general consensus asoisf that whilst universal
contingencies can help to explain patterns of obntn MNCs to some extent,
explanations are more commonly related to countryrigin effects (e.g. Bartlett &
Ghoshal, 1989; Calori et al., 1994; Harzing, 1998rzing & Sorge, 2003).

Despite the wealth of research conducted in tha afecontrol in MNCs, our
knowledge about the use of control mechanisms inCgIMemains fragmentary and
inconclusive (Hennart, 2005; Bjorkman, 2007). Whilge have come to learn that
MNCs will deploy both formal and informal controlechanisms (Martinez & Jarillo,
1989), in combination and at varying levels of nsi¢y (Engelhoff, 1984; Kim et al.,
2003), it remains unclear which factors are mogpdrtant in explaining the use of
different mechanisms as well as the kind of efféloey have. Earlier studies on control
mechanisms have been argued to be fairly narroierms of the limited number of
mechanisms included, the relatively small sampiessior the number of countries
represented (Harzing & Sorge, 2003). Furthermoueh sstudies have tended not to
investigate control at the business function I€gelKim et al., 2003). This is especially

true for the control of the HR function.



Indeed, a neglected issue in the international HR&vature is the mechanisms
through which MNC headquarters control the HRM\aiiéis of foreign subsidiaries
(Smale, 2007). Those studies that have incorporkfiet¥ control mechanisms into
their analysis tend to focus on specific mechanisoth as expatriation (Bjorkman &
Lu, 2001; Hetrick, 2002) or internal benchmarkimdaftin & Beaumont, 1998), or on
in-depth case-study evidence regarding power oglator political explanations behind
their usage (Martin & Beaumont, 1999; Ferner et24104).

In light of the above, the present study aims teegtigate the antecedents of
HRM integration mechanism usage in MNCs. More dpedly, the study seeks, firstly,
to identify which factors best explain the use &M integration mechanisms in MNC
subsidiaries, and secondly, to establish the extenthich these antecedents vary in
importance across different types of integratiorcina@isms. The sample on which the
study is based comprises 76 European-owned subsegllacated in China.

In pursuing the above aims the present paper asswadis for more research
into the types of HRM control mechanisms deploygdMiINCs and the reasons behind
their usage (Gomez & Sanchez, 2005). It achieviesbthadopting a systems approach
that incorporates multiple mechanisms of contrahi& same study, which is argued to
reflect more accurately how they are used in pradiim et al., 2003).

The following section reviews the literature on theechanisms of HRM
integration in MNCs. Based on this literature asllvees the general international
management literature on control in MNCs, testalyleotheses are developed regarding
the antecedents of HRM integration mechanism usAfier presenting the methods
and results of the study, the paper concludes wittiiscussion of the results that

includes implications and some suggestions forréutasearch.



2. Mechanisms of HRM integration in MNCs

At this juncture, it is necessary to clarify somefiitions in relation to the
concepts of control, coordination and integratiorhion are used somewhat
interchangeably in the international managemeetditire. Firstly, whereas control has
been defined as any process in which a personpgoowrganisation determines or
intentionally affects what another person, groupoaganisation will do (Baliga &
Jaeger, 1984: 26), coordination refers to the méasigh which the different parts of
an organisation are integrated or linked togethexccomplish a collective goal (Van de
Ven et al., 1976; Martinez & Jarillo, 1989). Indirwith the approach by Kim et al.
(2003), the present study views integration as ¢mimg both of the above tools of
control and coordination which are used to achmwesistency of international business
activities.

Recent case study evidence suggests that in rgeams MNCs have been
increasingly shifting their attention towards thgegration and cohesion side of the
integration-responsiveness tension (Ghoshal & Gmat2002). Taylor (2006) argues
that the two mutually reinforcing trends of the di¢e leverage organisational learning
across borders and the need to integrate ‘sustliyainto a firm’s global strategy are
likely to further the global integration of the émhational HR function in MNCs. From
an evolutionary perspective on the international Henhction, the required
organisational levels of coordination now necesdargxecute global strategies have
provoked the emergence of a strategic global HR&hdg (Kiessling & Harvey, 2005).
Some of the defining features of this global HRMda are argued to be the continued
management of strategic international HRM actisitibut through the application of

global rule-sets or values that carry universal mm@nacross cultures (Sparrow et al.,



2004), and the facilitation of organisational leagy knowledge and talent flows
throughout the MNC (Roberts et al., 1998; Sparrd@06; Taylor, 2006). It is logical
then that the tools used by the international HRcfion to achieve greater global
integration have become subject to increasingester

Most of the empirical work carried out on the metblms of global HRM
integration adopts qualitative case study desigiten involving only one or two MNCs
from predominantly US or UK origin. The mechanisoisiRM integration (especially
expatriates) in some of these studies takes a sbatesecondary role in analyses of
HRM integration-responsiveness (Monks, 1996; Hktri@002; Gamble, 2003),
however other case studies explore more explictlyange of HRM integration
mechanisms used, highlighting variation both betwaed within MNCs in how HRM
is integrated in foreign subsidiaries (EdwardspEeg: Sisson, 1996; Tempel, 2001).

Quantitative studies on HRM in MNCs rarely inclugariables related to
integration mechanisms in trying to explain therdegof global integration versus local
responsiveness. The few studies that have incluttedration mechanisms, however,
have shown that parent-affiliate communication @xasveig & Nohria, 1994) and
expatriation (Bjorkman & Lu, 2001) are positivelglated to greater HRM integration
as measured by the resemblance of foreign subgitiBiM practices to the corporate
parent.

Among the most comprehensive studies into HRM natiign mechanism usage
is Wolf's (1997) study on the use of HRM coordioatiprocesses in 82 foreign
subsidiaries of US and European MNCs. The findwighe study supported the notion
of the heterarchical MNC, namely that HRM coordioat mechanisms are used

heterogeneously from subsidiary to subsidiary witfiNCs. In conclusion, Wolf urges



caution about attributing such patterns to theomatity of MNCs since MNCs of the
same national origin also differed in their usecobrdination mechanisms. A further
comprehensive study was conducted by Gomez anch8ai{2005). Their main finding
was that each type of HRM control mechanism (‘fdfroa‘informal’) has a different
set of internal (i.e. subsidiary characteristice)d aexternal (i.e. host institutional
environment) antecedents. In addition, a globaltetyy was related to the greater use of
both formal and informal HRM control mechanismsd ahe extent of subsidiary
embeddedness in their local environment was linkedhe greater use of informal
mechanisms.

In sum, relatively little research attention hasrbgaid specifically to the issue
of how HRM is integrated in MNC subsidiaries anemeVvess research on the possible
reasons behind the use of HRM integration mechanidrhus, drawing on the above
literature and the general international manageritenature on the use of coordination
and control in MNCs, the next section develops & dehypotheses to be tested

regarding the antecedents of parent HRM integratienhanism usage.

4. Hypotheses

An assumption is made in this study that HRM indéign mechanisms are
capable of being driven by different antecedentst tis to say that integration
mechanisms are not mutually exclusive but can nngd@mliy co-exist. This approach is
in line with those of other similar studies (Fern2000; Kim et al., 2003; Gomez &
Sanchez, 2005) and more accurately reflects tHagiesaof how MNCs use integration
mechanisms in achieving greater consistency amomgsttiple, heterogeneous

subsidiaries.



Based on the seminal work of Lawrence and Lors@67) the contingency
view on organisational control attributes explamagi for control mechanism usage to
either contextual or universal factors. In termscohtextual factors, studies on MNC
control have applied various concepts includingcenainty’ (Baliga & Jaeger, 1984),
‘complexity’ (Ghoshal & Nohria, 1989) and ‘volatyi (O’Donnell, 2000) in attempts
to capture how the external pressures subsididdes affect the use of control
mechanisms. Whilst there is some agreement thag¢ smnplex host environments are
associated with less centralisation, there is déggsement, for example, about whether
such environments lead to the greater or lesser aiséormalisation and other
mechanisms of control.

Due to the inconclusive and fragmentary nature adt findings on control in
MNCs (Hennart, 2005; Bjoérkman, 2007) and in orderdduce the complexity of the
model to be tested, the present study narrowsoitsisf on universal contingency
explanations. Accordingly, the study investigatesl®subsidiaries all located in the
same host context (i.e. China) and includes a obfdr the home region of the MNC.
The specific universal contingencies, or antecesjemcluded in the study are
subsidiary size, subsidiary age, the number of teigbas, the background of the
subsidiary HR manager, the size of the MNC and dbegree of interdependence

between the subsidiary and the MNC.

4.1. Subsidiary size
Subsidiary size has been included as a variabkewveral studies on control in
MNCs. According to the work of Child (1973, 1974} firm size increases centralised

control becomes more difficult to exert and is theglaced with a more decentralised



control  strategy accompanied by more rules and eooes (i.e.
formalisation/bureaucratic control mechanisms).s&libry size has also been shown to
be positively related to output control (Engelhotf984), the use of expatriates,
socialisation and networks (Harzing, 1999) and rexti personal control (Harzing &
Sorge, 2003).

In the international HRM literature, Gooderham &t (4999) argue from an
institutional perspective that large foreign sulzsids will adopt more socially
responsible and legitimate (i.e. localised) HRMcticees due to their greater visibility.
This, in turn, is likely to present limitations tbe use of more centralised and formal
types of HRM control. Myloni et al.’s (2004) findjs amongst MNC subsidiaries in
Greece provide some support for this relationstipwsng that HRM practices are
generally more difficult to transfer to large subaries.

On the other hand, Wolf (1997) provides evidencehoW technocratic (i.e.
centralisation or standardisation) mechanisms are prevalent in the coordination of
HRM in larger foreign subsidiaries. The explanatmovided is that larger units have
the administrative potential to interact with heaaders through technocratic means. In
agreement with this, Gomez and Sanchez (2005) Iree@asubsidiary size is positively
associated with the use of formal control mechasidm general, therefore, whilst the
emphasis on different types of HRM integration natsbms used might shift as
subsidiaries become larger, larger subsidiariesbeilsubject to more extensive HRM
integration efforts than smaller subsidiaries. Thaads us to make the following

hypothesis:



Hypothesis 1: The use of parent HRM integration mechanisms vellplositively

related to the size of the foreign subsidiary.

4.2. Subsidiary age

Most commonly studied in connection with the useegpatriates, MNCs have
been shown to control younger subsidiaries morsetyoat the beginning but then
reduce expatriate presence over time (Harzing, 1B@9zing & Sorge, 2003). In the
international management literature subsidiariesadso described as being subject to a
life-cycle insofar as MNCs establish the competitposition of a foreign subsidiary
first before then building integration mechanismsoas it (Ghoshal & Bartlett, 1996).
This life-cycle view is observable in at least Gleinese host context where MNCs who
have conducted business operations in China foerakyears are described to have
already entered the ‘strategic investor’ phase wihe tighter integration of China
operations, including HRM, has become the focusti@ntion (Braun & Warner, 2002).
This pattern of integration over time is arguedSmuler et al. (1993) to be the result of
a learning process about how to operate in foraignkets that comes with prolonged
international experience, which in turn leads to geeater professionalism of
international HR operations. Wolf (1997) descrillemadquarters’ interactions with
older foreign subsidiaries as being characterised more intensive use of technocratic
HRM integration mechanisms.

However, subsidiaries are also likely to becomeearocally embedded in their
host contexts over time. Indeed, the study by Roseiy and Nohria (1994) revealed
that due to higher levels of embeddedness oldesidiabies employed more localised

HRM practices. Similarly, Myloni et al. (2004) fodrevidence of less HRM practice



transfers, and thus parent HRM integration, in oklésidiaries compared to middle-
aged and young subsidiaries. They attributed thiteph to stronger, more change-
resistant organisational cultures in older subsieaand the particular characteristics of
the host institutional environment at the time wfirg. Farley et al. (2004) produce much
the same finding regarding subsidiary age and npoodessional, locally legitimate
HRM practices, but go on to state that MNCs hawwned how to do this without
sacrificing corporate control or operation effiaign

In line with the life-cycle and learning views, &iger with empirical evidence
that shows MNCs with long established regional gmess as being the most advanced
in developing integrated, transnational HRM systéBraun et al., 2003), we argue that
the use of parent HRM integration mechanisms wél fnore extensive in older

subsidiaries. The hypothesis proposed is thus:

Hypothesis 2:  The use of parent HRM integration mechanisms vellplositively

related to the age of the foreign subsidiary wittiia MNC.

4.3. Number of expatriates

Expatriates themselves are widely considered toabéype of integration
mechanism (e.g. Edstrom & Galbraith, 1977), buytban also act as a substitute or
complement to other control functions, for exampldacilitating headquarters control
or shared values (Harzing, 1999) via their soasili;m and networking capabilities
(Legewie, 2002). Indeed, in the international HRtdrhture expatriates are described to
play a number of important HRM integration-relatedes, including ‘role models’,

‘boundary spanners’ and ‘coaches’ (Hetrick, 2002all as communicators of HRM-
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related knowledge (Gamble, 2003). Accordingly, @ager similarity between subsidiary
HRM practices and those of the parent is typicdlynd in units with a high expatriate
presence (e.g. Rosenzweig & Nohria, 1994; Bjorketaal., 2007).

Less evident in extant research, however, is thEaahof expatriate presence on
the use of other HRM integration mechanisms. Whitsis acknowledged that
integration mechanisms are used in combinationaamlifferent levels of intensity (e.g.
Kim et al., 2003) the presence of expatriateskslyi to make the use of alternative
integration mechanisms easier to carry out in fpresubsidiaries. For instance, in their
capacity as mediator between corporate headquaateisthe local HR department,
expatriates occupy an influential position in terafiscommunicating, discussing and
explaining the HRM decisions made by headquarterhi® HR rules that have to be
followed, hence facilitating centralisation- and rrf@lisation-based integration.
Particularly if the expatriate has come from theepacountry, factors in addition to the
managerial post they hold such as shared mindsettaared language will also result in
more frequent contact with headquarters (i.e. ifatihg people-based integration). In
light of the above arguments we present the folhghypothesis:

Hypothesis 3: The use of parent HRM integration mechanisms vellplositively

related to the number of expatriates in the foresgbsidiary.

4.4. Background of the subsidiary HR manager

In line with Bjorkman and Lu (2001) it is arguedttihe background of the HR
manager is likely to affect the development of HRMhe subsidiary as well as the use
of parent HRM integration mechanisms. More spedily; it is suggested that HR

managers with a background of working in local @simfirms or not having worked in
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HR at all (e.g. university graduates) will affebetextent to which MNC headquarters
can utilise the range of HRM integration mechanistingheir disposal. This is likely to
occur since those HR managers’ concepts of legidn#RM practices, having had
limited or no experience of working in an interoatl firm, will be different from the
parent’s. Thus, their lower absorptive capacity #meir corresponding low level of
strategic HRM capabilities (Sumelius et al., 20@i1l) act as barriers to the transfer of
parent HRM practices and to parent-driven atterapt$RM integration.

Following this line of argumentation, the recruimhef an HR manager from
another MNC, who is likely to possess more knowtedgd skills concerning HRM
issues in international firms, will allow for theome extensive use of parent HRM
integration mechanisms. Such managers in Chinanare likely to be in direct contact
with the corporate or regional HR function as wasl being more active in personal
and/or professional HRM networks with other MNCsmgde, forthcoming). We
therefore advance the following hypothesis:

Hypothesis 4. The use of parent HRM integration mechanisms vdligbeater in
subsidiaries in which the most senior person for H& been

recruited from another MNC.

4.5. Size of the MNC

Firm size, as opposed to subsidiary size, haskasa found to be antecedent of
integration mechanism usage. For instance, O’'Dor{88D0) reveals how parent size
is, to varying extents, related to the greater okdeadquarters supervision, lateral
integrating mechanisms and monetary incentives, thadlesser use of bureaucratic

monitoring mechanisms. Harzing and Sorge’s (200B8)dys produced a positive
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relationship between firm size and the use of eiqias in the top five positions of the
subsidiary.

Firms of larger size possess more resources arsdatministrative potential to
dedicate to the tighter control and coordinatioriaséign subsidiaries. Although HRM
integration in larger firms is likely to be morenaplex and more difficult to enforce,
larger firms can draw on a greater pool of resaince establishing organisational
mechanisms that promote HRM integration, for exangdbbal HR policy frameworks
(Ferner et al., 2004), social networks and knowdettlgnsfer ‘spaces’ such as Centres of
Excellence and Communities of Practice (Harrisl.e2803; Sparrow et al., 2004), and
globally integrated HR information systems (Tanséyal, 2001; Stone et al., 2006).
Accordingly, we predict the following relationship:

Hypothesis 5: The use of parent HRM integration mechanisms veéllplositively

related to the size of the MNC.

4.6. Interdependence

Bargaining power and resource-dependency views dyawthe ownership of key
resources within a firm and how that ownership eohfa powerful means for either
enforcing or resisting change. More specificalhg tlegree of dependence of the MNC
on a particular foreign subsidiary, which in turillwfluence the extent of control it
exerts over the subsidiary’s HRM practices, willlagely determined by the strategic
role of the subsidiary within the MNC (Taylor, Bédsr & Napier, 1996).
Concomitantly, a high level of subsidiary autonomyl result in the lesser use of
headquarters supervision and bureaucratic mongariechanisms (O’Donnell, 2000),

and in instances of high parent-subsidiary and-uaig interdependence behaviourally-
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based forms of cultural integration will be usech¢Shal & Nohria, 1989; O’Donnell,
2000).

In the context of HRM in MNCs the power bargainargd resource-dependency
views have shown how factors such as the naturBIN€ headquarters-subsidiary
relationships (Nohria & Ghoshal, 1994), organisaiopolitics (Martin & Beaumont,
1999; Ferner et al., 2004) and relative bargaipioger (Bjorkman & Lu, 2001) are key
determinants of HRM practices in foreign subsi@isui

In terms of HRM integration, it has been shown eroglly that the greater the
dependence of the foreign subsidiary on the pax@mpany, the more the HR decisions
of the subsidiary will be controlled by headquastdiMartinez & Ricks, 1989).
Furthermore, Hannon et al. (1995) demonstrate hdvsidiary dependence on parent
resources is conducive to globally integrated magonal HR strategies. Collectively,
this leads us to the final hypothesis:

Hypothesis 6: The use of parent HRM integration mechanisms vellplositively
related to the degree of interdependence betwesisubsidiary and

the MNC.

5. Method
5.1. Data collection

Data for the study were collected using a pre-tesjaestionnaire survey
administered through standardised interviews wita General Manager and most
senior person responsible for HR in Chinese sulasgli of European MNCs. Data
collection for the study took place between Noven#i®5 and October 2006. It began

with compiling lists of foreign owned subsidiariesChina from national Chambers of
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Commerce and other similar foreign investment badidgese lists were supplemented
via the use of the authors’ existing contacts dmdugh the snowballing method. From
a total sample of 311 subsidiaries contacted, 8@eato participate giving a response
rate of 28%. However, due to absence of responses the most senior person
responsible for HR in 11 of the units, the prestatly is based on the remaining usable
sample of 76. The units were mostly located inearhy the city districts of Beijing and
Shanghai. A more detailed breakdown of the sanipdeacteristics is provided in Table

1.

- Insert Table 1 about here -

Interviews were carried out face-to-face, exceptwo cases where telephone
interviews were used. The interviews were structuse that the interviewer and
respondent first completed the questionnaire teagetiinen a semi-structured interview
followed during which certain topics from the queshaire were discussed in greater
detail. The current study is based solely on thestjonnaire data.

Adopting a key informant approach, the most semerson responsible for
HRM in the foreign unit responded to questions cosimy the dependent variable (i.e.
the use of HRM integration mechanisms), whereaeté¢iManagers in the foreign unit
responded to questions comprising the independ&wt eontrol variables (i.e.
information about MNC and subsidiary operationg). dases where the General

Manager was not available (n=8) the most senisqgreresponsible for HRM was used.
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5.2. Measures
5.2.1. Dependent variable

The measure for HRM integration mechanism usageba&aasd on Kinet al’s
(2003) four global integration modes, namely pedgased, formalisation-based,
information-based and centralisation-based. Initberviews, respondents were asked
to state their level of agreement concerning the afsthe different mechanisms in
integrating four parent HRM practices (recruitmesmtd selection, training and
development, financial compensation, and performappraisal) into their subsidiary.

Each mechanism type consisted of 3-item, seven:fdokert scales ranging
from 1 (do not agree) to 7 (entirely agreBeople-based mechanismseasured the
extent to which parent HRM practices are integraméa the subsidiary via discussion,
for example, in meetings with colleagues from headltgrs. Formalisation-based
mechanismsought responses regarding the extent to whicknp&tRM practices are
integrated into the subsidiary via, for exampl&J)yavell-specified, worldwide standard
procedures and manualsformation-based mechanismsferred, for example, to the
use of databases and worldwide communication systenshare HRM information
internationally. Lastly, since Kinet al’s (2003) centralisation mode used function-
specific scales (e.g. for marketing and manufactyricentralisation-basedhtegration
mechanisms in this study used a scale based odiswnsions of HRM practices found
in earlier studies (Rosenzweig & Nohria, 1994; Hamet al, 1995). Example items
included the extent to which the methods of rearaiit and the delivery of training are

decided by headquarters.
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In the analysis the use of HRM integration mechasiss an aggregate measure
comprising mean scores across the four mechanipes tgnd four HRM practices. At

0.88 the reliability value (Cronbach’s alpha) foistconstruct was satisfactory.

5.2.2. Independent variables

Subsidiary size. Subsidiary size was measured by taking the ndagarithm of
the total number of employees in the subsidiamgraer to dampen the high variation in
size (from 10 to 6400) and achieve a more nornsfidution for the variable.

Subsidiary age in the MNC. Age was measured as the number of years the
subsidiary has been part of the MNC.

Number of expatriates. Due to the uneven distribution of expatriatethim data
set (varying from 0 to 200) the number of expadsatvas recalculated as the natural
logarithm of total foreign employees, either frone tparent country or a third country,
in the subsidiary.

Background of the HR manager. This variable was measured by asking
respondents whether the most senior person respensir HR (typically the HR
Manager) was recruited from another MNC or elseehetg. local Chinese company
or university). Consequently, responses were cadem a dummy variable so that
subsidiaries in which the HR manager had been itedrdirom another MNC were
assigned the value 1, and subsidiaries in whichHtRenanager had been recruited from
elsewhere were assigned the value 0.

MNC size. Size was measured as the natural logarithm afariarnover for the
whole MNC for the most recent financial year. Inghoases the data were provided by
respondents. Any missing values were replaced Wghres from the company’s

published financial statements.
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I nterdependence. This variable sought to capture the level of rdégpendence
between the subsidiary and the MNC by measuringléiggee of transaction integration
between the foreign subsidiary and the rest oM. This is based on the argument
by Gupta and Govindarajan (1991) that the amoudt direction of resource flows
between the parent and the foreign subsidiary adétermine the subsidiary’s strategic
role. This, in turn, will determine its degree aépgndence on and similarity to the
parent HRM system (Taylor et al.,, 1996). Dependemas thus operationalised as a
two-item measure which asked respondents to spgieximately what percentage of
the subsidiary’s (a) sales and (b) purchases tice pvithin the MNC (see e.g. Harzing

& Sorge, 2003). The mean of the two percentagessooas used in the analysis.

5.2.3. Control variables

Firstly, since industry characteristics have bedows to moderate the
relationship between HRM systems and organisatieffattiveness (Datta, Guthrie &
Wright, 2005) and to explain the use of headquartentrol mechanisms (Harzing &
Sorge, 2003), it was deemed necessary to contrethéotype osubsidiary operations —
a simplified proxy for industry. This was measubgdasking respondents to indicate on
a 7-point scale the extent to which their subsydaoperations were labour intensive
(1) or capital intensive (7).

Secondly, we controlled for whethBfNC home regionwould have an impact
on mechanism usage since country of origin has lskewn to influence the use of
control mechanisms in MNCs (e.g. Harzing, 1999;zttey & Sorge, 2003). Thus, a
dummy variable was created where non-Nordic MNCsewgiven the value 0 and

Nordic MNCs the value 1. This classification wagpigd due to the composition of the
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final sample and acknowledgement of a distincti@dit management style (see e.g.
Lindell & Arvonen, 1996; Smitket al, 2003) that might produce a country-of-origin
effect.

Lastly, themode of establishmentas controlled for in the analysis as this factor
has been found to be associated with the HRM pmestiof MNC subsidiaries
(Rosenzweig & Nohria, 1994; Bjérkman & Lu, 2001hig was measured by asking
respondents to state whether the subsidiary hatkdtas operations by (i) continuing
ongoing operations undertaken by a local partngrpértly continuing its operations

(e.g. taking over some employees), or (iii) startirom scratch.

6. Results
6.1. Antecedents of HRM integration mechanism usage

Descriptive statistics and a correlation matriathtthe variables in the study are
presented in Table 2. There were no correlatiorteexkng .90 in the model, which
would have been an indication of substantial celinty (Hair, Anderson, Tatham &
Black, 1998). Variance inflation factor (VIF) vakievere low, between 1.077 and
1.939. This also suggests that there was no seponsdem with collinearity in the
regression model.

- Insert Table 2 about here -

The bivariate correlations show that the numbexxpiatriates and the size of the

MNC are positively related to the use of parent HRMegration mechanisms. Other

correlations worth noting are firstly, that oldarbsidiaries employ more expatriates,
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and secondly, that Nordic MNCs appear to have smatd younger subsidiaries with
fewer expatriates and are more inclined to re¢t@tmanagers from other MNCs.

The hypotheses were tested using OLS multiple ssgye analysis. The
statistical program used was SPSS 14.0. Table $=pt® the results of the regression
model with the use of parent HRM integration med$ras as the dependent variable. In
order to separate the effects of the control véembnd the independent variables two
models were estimated; one baseline model in wbrdig the control variables were
included, and one full model in which the indepertdand control variables were
included. Whereas the baseline model proved nbetsignificant (F = 1.13f > 0.1),
the full model was significant (F = 2.766< 0.01) and explained almost 20 percent of

the variance in the use of HRM integration mechasis

- Insert Table 3 about here -

The results did not produce a significant relatiopsbetween subsidiary size
and the use of HRM integration mechanisms, andg in the opposite direction (sftl.
=-0.216,p > 0.10). Hypothesis 1 was therefore not supported.

Hypothesis 2 that predicted a positive relationdtgpveen subsidiary age and
HRM integration mechanism usage was also not stggdry the results (st =
0.098,p > 0.10). Support was found, however, for the largember of expatriates
being an antecedent of HRM integration mechanisageigstd3 = 0.402,p < 0.01).
Hypothesis 3 thus received support.

The background of the subsidiary HR manager was shmiwn to affect

mechanism usage (st@. = -0.102,p > 0.10). Hypothesis 4 therefore could not be
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supported. The size of the MNC, on the other haras, positively related to the use of
HRM integration mechanisms at the< 0.05 level (stdB = 0.238). Thus, Hypothesis 5

was supported. Lastly, whilst MNC-subsidiary ineggdndence was not shown to be
related to mechanism usage (§fid= 0.003,p > 0.10). Consequently, Hypothesis 6 was
not supported.

Amongst the control variables included in the mpdabsidiary operations were
shown to affect HRM integration mechanism usage (3t 0.254,p < 0.05). This can
be interpreted as the parent company using HRMyiat®sn mechanisms to a greater
extent in subsidiaries with more capital intensoerations. In addition, the home
region of the MNC was shown to affect the extenineichanism usage (sfél.= 0.260,

p < 0.05). More specifically, Nordic MNCs use HRM intajon mechanisms to a

greater extent than MNCs from elsewhere in Eurapsur sample.

6.2. Post-hoc analysis by mechanism type

Post-hoc analysis regarding antecedents of mecdhanisage between
mechanism types was also conducted. Prior toWagmax rotated factor analysis was
conducted to test the discriminant validity the hedsm types. Analysis revealed that
formalisation- and information-based integrationchenisms converged as one factor.
In addition, one of the items in the formalisatimssed scale (the use of monitoring to
ensure policies are not violated) suffered frormiigant cross-loadings. As a result,
the formalisation- and information-based mechanismsre combined and the
monitoring item was removed. A subsequent factaalyais was performed. This
analysis produced three factors. The first factomgalisation-/information-based, =

.94) explained 64.6% of the variance with factadimgs between .681 and .888, the
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second factor (centralisation-baseds .95) 11.9% with factor loadings between .816
and .915, and the third factor (people-based,.87) 7.9% with factor loadings between
.673 and .884. Despite the third factor having ayeivalue slightly below 1, based on
theoretical arguments and no further significamissrloadings exceeding the .50 level
(Hair et al., 1998) we decided to maintain theideiton between three mechanism
types.

OLS multiple regression analyses were conducteti wWie three mechanism

types as dependent variables. The results of thilyses are presented in Table 4.

- Insert Table 4 about here -

In terms of people-based mechanisms of HRM integrdF = 2.377p < 0.05),
the significant antecedents were shown to be somesimilar to those for integration
mechanisms as a whole. Indeed, people-based ititegranechanisms are more
common in more capital intensive subsidiaries withre expatriates and in Nordic
MNCs. The notable exception is the significantlysker use of people-based integration
mechanisms in subsidiaries that have recruitedntiost senior HR manager from
another MNC. With respect to formalisation-/infotina-based mechanisms (F =
3.083,p < 0.01) the background of the HR manager is ngnifcant, but the same
antecedents as above of subsidiary operations, euofbexpatriates and MNC home
region are shown to be antecedents. In additiowekier, formalisation-/information-
based HRM integration mechanisms were used moensgixely in larger MNCs. The
model concerning the use of centralisation to irgeEgHRM in foreign subsidiaries was

not significant (F = 1.207% > 0.10) with only the number of expatriates apimepas
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marginally significant. These results together wiitle results of the hypotheses are

discussed next.

7. Discussion

The present study sought to investigate the anéztedof HRM integration
mechanism usage in MNCs based on a sample of 76pEam-owned subsidiaries
located in China. The study focused its analysishenexplanatory power of universal
contingencies and not contextual factors pertaitonitpe home or host country.

The main finding is that the number of expatriateshe subsidiary and MNC
size were shown to be significant antecedents eatgr HRM integration mechanism
usage by the MNC parent. Whilsixpatriatesthemselves have been shown to be
instrumental in HRM integration efforts in foreiggubsidiaries (e.g. Hetrick, 2002;
Gamble, 2003), the study’s findings indicate ttaditional significance in facilitating
other forms of parent-driven integration. Indeeckager numbers of expatriates were
associated with the greater use of people-, fosa@tin-/information- and
centralisation-based mechanisms. This would seesuggest that expatriates not only
represent a personal, direct form of integratioar@thg & Sorge, 2003), but are also
important facilitators of the more impersonal, mueratic and indirect forms used to
integrate HRM practices.

In terms ofMNC size larger MNCs reported the greater use of HRM irdggn
mechanisms, in particular the greater use of fagatbn- and information-based
mechanisms. This supports the argumentation thigeddirms have more extensive
resources to draw from when designing their tobiategration, which can be deployed

consistently amongst large numbers of foreign sliémses. Our data suggests that this
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is most likely to be the case with regards to tee af global HRM policies, rules and
guidelines as well as the provision of HRM inforioatvia electronic databases and
integrated HR information systems.

Subsidiary size on the other hand, was not a significant antetedd#
mechanism usage and in fact demonstrated a negaélationship. Possible
explanations for the unexpected direction of tretationship could be that as the
subsidiary increases in size it is likely to havgreater pool of resources dedicated to
the creation of new knowledge (Gupta & Govindarajdf00) and thus a greater
bargaining platform from which to resist attemptsparent-driven HRM integration
(e.g. Taylor et al., 1996; Ferner et al., 2004)eiatively, Gooderham et al. (1999)
argue that larger subsidiary firms are more likielyadopt socially responsible HRM
practices due to their greater visibility, and aence subject to greater pressures for
local as opposed to MNC legitimacy and integration.

The background of the HR managproved only to be a significant predictor of
people-based integration, but surprisingly demaiestt a negative relationship. This
can be interpreted as subsidiaries that have tedriiR managers from other MNCs
have less people-based contact with corporate hesiggs concerning HRM issues.
Based on recent studies on HRM in MNC subsidianeShina (see e.g. Bjorkman &
Lu, 1999; Sumelius et al.,, 2007), one explanation this could be that those HR
managers who have been working for MNCs in Chireecg@lmore importance on and
are in more involved in personal networks with HRmagers from other MNCs. In
short, these types of external networks involving sharing of HRM knowledge and
best practices are perceived as more effectiveweldping appropriate HRM practices

than internal networks with the parent.
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Turning to the control variables in the study, tiaure ofsubsidiary operations
andMNC home regiorxplained the use of HRM integration mechanisnubsiliaries
engaged in more capital intensive operations welgested to the greater use of parent
HRM integration mechanisms. One reason for thishinige that capital intensive
operations are easier to integrate than operatimzdving many employees, especially
from an HRM perspective. Alternatively, capitalensive operations might be regarded
as more strategically important within the MNC ahds more tightly integrated with
the rest of the MNC. Reflecting findings elsewherethe effect of country of origin on
integration mechanisms usage (e.g. Harzing & S&@@3), Nordic-based MNCs were
shown to use HRM integration mechanisms more ektelys in their foreign
subsidiaries.

The study’s findings must be viewed, however, ghtiof its limitations, which
if addressed open up interesting avenues for futesearch. Although the study
narrowed its focus on universal and not contexardbcedents of HRM integration
mechanism usage, it is possible that the findindsast partly reflect the peculiarities
of the Chinese host business and institutionalrenment, especially given the reported
effects that the host-country can have on HRM irgegn mechanism selection (Gomez
& Sanchez, 2005). More research is thus neededher dost settings in order to
corroborate the conclusions drawn above. The stiidlyhot control for MNC strategy
(cf. Gomez & Sanchez, 2005) or, more specificallgr the MNC’s strategic
international HRM orientation (see e.g. Taylor let #996). Inclusion of such variables
would ideally require responses from MNC headqusartepresentatives. This would
provide an important complement to the subsidiasspective and is much needed in

studies of HRM in MNC subsidiaries which rarely dane the two perspectives.
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Although the typology of integration mechanisms dad perform as expected in
our data sample, the study’'s findings support tbetioued investigation of HRM
integration mechanism usage across different mesMmanypes. Furthermore, this
approach could be extended to explain the use ahamsms in integrating other
business functions (see e.g. Engelhoff, 1984; Kiml.e 2003). Collectively, it is hoped
that the above avenues of research will deepenunderstanding about how HRM
integration takes place within MNCs and why. largued here, that this line of enquiry
will help to explain further the patterns of HRM aptices observed in MNC

subsidiaries.
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Table 1.Sample characteristics

N=76 Category %
Subsidiary size <100 31.6
(no. employees) 100-500 43.4
501-1000 5.3
>1000 19.7
No. expatriates <5 31.6
5-10 44.7
>10 23.7
Subsidiary age <2 years 9.2
(in the MNC) 2-5 years 38.2
>5 years 52.6
MNC size <200 224
(€ million) 200-500 21.0
501-1000 13.2
>1000 43.4
Mode of establishment Continuing ongoing operations 18.4
Partly continuing ongoing operations 11.8
(e.g. some employees)
Starting from scratch 69.8

31



Table 2. Means, standard deviations and Pearson corregation

Variables 1 2 3 4 5 6 7 8 9 10
Means 3.44 5.26 8.05 1.61 0.47 6.71 20.49 3.64 0.80 2,51
sd 1.26 1.65 6.44 1.29 0.50 2.20 21.23 1.54 0.40 0.79
1. HRM integration mechanisms

2. Subsidiary size (log.) 0.07

3. Subsidiary age in the MNC 0.12 0.48***

4. Number of expatriates (log.) 0.36** 0.60*** . 4B***

5. HR manager recruited from another MNC  -0.05 20.0 0.04 0.03

6. MNC size (log.) 0.27* 0.29* 0.23* 0.40*** .00

7. Interdependence -0.06 0.01 -0.15 -0.09 0.19 .09-0

8. Subsidiary operations 0.17 0.18 0.03 0.06 .11-0 -0.08 -0.02

9. MNC home region 0.09 -0.40***  -0.38** -0.23* 2r* -0.24* 0.10 -0.20

10. Establishment mode -0.03 -0.17 -0.17 -0.10 100 -0.13 0.00 -0.29* 0.16

All two-tailed tests. *p <0.05, **p <0.01,**p < 0.001
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Table 3.Regressions on the use of HRM integration mechais

Model 1. Controls only

Model 2. Full model

Std. B Std. error  t-statistic Std. B Std. error  t-statistic
Subsidiary size -0.216 0.111 -1.481
Subsidiary age in the MNC 0.098 0.025 0.755
Number of expatriates 0.402 0.138 2.848**
HR manager recruited from another MNC -0.102  288B. -0.900
MNC size 0.238 0.068 2.009*
Interdependence 0.003 0.007 0.026
Subsidiary operations 0.197 0.100 1.620 0.254 94.0 2.224*
MNC home region 0.131 0.372 1.104 0.260 0.400 05@
Establishment mode 0.006 0.193 0.047 0.054 0.179 0.484
R? 0.045 0.274
Adjusted R? 0.005 0.175
F 1.137 2.766**

All two-tailed tests.*p<.05, *p<.01, ***p<.001
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Table 4.Regressions on the use of people-, formalisatidosmation- and centralisation-based HRM integnatmechanisms

Variables Model 3. People-based Model 4. Formalisation-/information- Model 5. Centralisation-based
based

Std. B Std. error t-statistic Std. B Std. error  t-statistic Std. B Std. error  t-statistic
Subsidiary size -0.226 0.138 -1.518 -0.189 0.129 1.315 -0.155 0.120 -0.974
Subsidiary age in the MNC 0.127 0.031 0.958 39.0 0.029 0.306 0.161 0.027 1.143
Number of expatriates 0.354 0.171 2.455* 0.415 0.160 2.982** 0.260 0.148 1.690
HR manager recruited from -0.253 0.353 -2.195* 0.026 0.331 0.230 -0.155 .306 -1.262
another MNC
MNC size 0.141 0.084 1.162 0.281 0.079 2.412* 0.140 0.073 1.085
Interdependence -0.006 0.008 -0.050 -0.007 0.008 0.066 0.050 0.007 0.423
Subsidiary operations 0.262 0.116 2.247* 0.241 0.109 2.142* 0.133 0.101 1.072
MNC home region 0.232 0.495 1.789 0.229 0.464 1.833 0.220 0.430 1.594
Establishment mode 0.043 0.221 0.373 0.042 80.20 0.376 -0.016 0.192 -0.129
R? 0.245 0.296 0.141
Adjusted R? 0.142 0.200 0.024
F 2.377* 3.083** 1.207

All two-tailed tests: " p<.10, * p <0.05, **p < 0.01, ** p < 0.001
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