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Executive Summery 


Globalisation  has  created  the  challenge  of  applying  management  approaches  from  company 
 headquarters and at the same time adjusting them locally in subsidiaries. Hence, MNCs must design HR-
 systems that balance the needs of both local responsiveness and global integration, which is a balance 
 that  has  implications  for  performance.  Therefore,  many  MNCs  have  decided  to  grant  considerable 
 autonomy  to  their  subsidiaries  in  relation  to  creating  their  own  HR-systems  for  strategic  reasons.  As 
 such,  the  purpose  of  this  project  is  to  examine  how  subsidiary  autonomy  in  determining    pay  & 


performance policy, training & development policy, employee involvement & communication policy, and 
 policy towards trade unions, can affect subsidiary performance – more  specifically, labour productivity 
 and performance in relation to customers and employees. Thus, the research question is: 


RQ:  How  do  subsidiaries’  autonomy  in  determining  HR-policies  impact  subsidiaries’ 


shareholder and stakeholder performance? 


The  research  question  is  answered  through  statistical  analyses,  and  the  results  are  triangulated  with 
 qualitative  data  from  interviews  with  subsidiary  HR-managers  to  enhance  the  confidence  in  the 
 quantitative findings. 


The  study  shows  that  subsidiary  autonomy  in  determining  pay  &  performance  policy  does  not  impact 
 neither shareholder nor stakeholder performance significantly. In fact, the relationship with shareholder 
 performance  seems  to  be  negative,  which  suggests  that  pay  &  performance-policies  for  managers 
 determined by the parent company leads to better shareholder performance; however the result is not 
 significant.  This  is  also  the  case  in  relation  to  autonomy  in  determining  employee  involvement  & 


communication,  which  does  not  impact  shareholder  and  stakeholder  performance  significantly.  Yet, 
 autonomy  in  determining  employee  involvement  policy  seems  to  have  an  inverse  relationship  with 
 shareholder performance. On the other hand, subsidiary autonomy over training & development policy 
 has  a  significant  and  positive  impact  on  both  shareholder  performance  and  stakeholder  performance. 


Finally,  subsidiary  autonomy  in  determining  policy  towards  trade  unions  has  the  strongest  significant 
 impact on shareholder performance; however, the impact on stakeholder performance is insignificant. 


In conclusion, autonomy in determining HR-polices is not unequivocal, and the impact seems to depend 
both on the specific HR-policy area and the kind of subsidiary performance. 
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1.  Introduction 


Globalisation  creates  a  need  for  internationally  engaged  firms  to  operate  more  effectively  to  gain 
 competitive advantages, and an important contributor in optimising organisational effective operations 
 is the human resource management (HRM)-function (Schuler, Dowling et al. 1993, Guest, Michie et al. 


2000a, Guest, Michie et al. 2000b). The HRM-function develops and motivates employees to create skills, 
 knowledge, and innovation needed for the firm to compete with foreign companies (Singh 2003). For this 
 reason,  the  HRM  field  has  been  the  subject  of  many  studies,  and  concurrently  with  the  increasingly 
 globalised  business  environment,  an  amplified  focus  on  the  field  of  international  human  resource 
 management (IHRM) has been witnessed (Dowling, Schuler 1990, Brewster 1991). This research shows 
 that  when  a  business  competes  in  an  international  context,  effective  IHRM  is  a  contributor  to  firm 
 efficiency and a critical element for survival (Schuler, Budhwar et al. 2002). However, the challenge for 
 international companies is how to apply management approaches from headquarters and at the same 
 time  to  adjust  them  locally  (Bartlet,  Ghoshal  1991).  Hence,  the  MNC  must  design  HR-systems  that 
 balance  the  needs  of  both  local  responsiveness  and  global  integration,  which  is  a  balance  that  has 
 implications for performance (Schuler, Dowling et al. 1993). Accordingly, many multinational companies 
 (MNCs)  have  decided to  grant  considerable autonomy to their subsidiaries  in relation to creating their 
 own HR-systems for strategic reasons (Kostova, Roth 2002, Myloni, Harzing et al. 2004, Noorderhaven, 
 Harzing 2003). Yet, Taylor et al., (1996) clarify that some HR-policies might be very context specific while 
 others  can  be  context  generalisable  and,  accordingly,  can  be  used  successfully  in  other  contexts. 


However, it is not specified which and how HR-policies can be transferred and therefore further research 
 within this field is needed (Almond, Clark et al. 2004). Consequently, it is relevant to examine whether 
 some  HR-policies  should  be  determined  by  the  subsidiary  itself  or  by  the  parent  company  in  order  to 
 impact  firm  performance  positively.  Besides,  there  is  also  a  general  research  gap  in  relation  to  linking 
 international HRM  empirically  with  financial  and  firm  performance  in  individual  business  units  e.g. 


subsidiaries (Becker, Huselid et al. 2001, Park, Mitsuhashi et al. 2003). Hence, it is appropriate to study 
this link at subsidiary level, as it is at this level that the degree of autonomy over HR-policies, and division 
of  power  can  be  detected  in  relation  to  the  parent  company  and  consequently  where  the  balancing 
between global and local needs takes place. Furthermore studying the link between subsidiary autonomy 
and  subsidiary  performance  in  a  Danish  context,  might  give  insight  into  how  IHRM  can  be  organised 
optimally in a coordinated market economy (CME). Hence, it will constitute an appreciated and nuanced 
supplement to much research carried out in the USA (Guest 2001). 
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 In  Denmark,  foreign  owned  subsidiaries1  account  for  a  substantial  part  of  larger  MNCs  compared  to 
 Danish  owned  MNCs2,  and  accordingly  constitute  a  big  part  of  the  Danish  workforce  and  Danish 
 economy  in  general  (Nielsen,  Hansen  et  al.  2009).  However,  in  recent  years  the  productivity  of  the 
 Danish workforce is at the very bottom compared to the other OECD-countries, and productivity needs 
 to be improved mainly through managerial initiatives and effective use of the employees and their skills 
 (Ennova 2011). 


These challenges  lead to the  purpose of this  project,  which is to examine  how subsidiary autonomy  in 
 determining HR-policies within selected HR-areas can affect subsidiary performance – more  specifically, 
 labour productivity and performance in relation to customers and employees. Furthermore, the aim is to 
 clarify  the  relative  impact  of  subsidiaries’  autonomy  over  different  HR-polices  to  determine  how  the 
 importance of having autonomy might vary between different HR-polices. This approach will give insight 
 into how MNCs can delegate autonomy, and how MNCs’ HR-policies can be organised to improve firm 
 performance. 


These considerations have led to the following research question:  



1.1  Research question 


RQ: How do subsidiaries’ autonomy in determining HR-policies impact subsidiaries’ 


shareholder and stakeholder performance? 


More  specifically,  HR-policies  refer  to  pay  &  performance  policy,  training  &  development  policy, 
 employee involvement & communication policy, and policy towards trade unions3. Also, autonomy refers 
 to HR-managers perceived autonomy over the determination of the subsidiary’s different HR-polices, and 
 not necessarily implemented autonomy over HR-polices (Stahl, Björkman 2006). 


Throughout the study ‘subsidiaries’ autonomy in determining’ will be termed ‘autonomy over’ and then 
 the specific policy, although other conceptualisations exist regarding the power distribution between the 
 parent company and subsidiary. 


       


1 Subsidiaries located in Denmark with parent company abroad. 


2  In  2009,  the  population  of  subsidiaries  in  Denmark  owned  by  foreign  MNCs  counted  304  companies 
 compared to 116 Danish owned MNCs. 


3  Implicit  in  the  formulation  of  the  research  question  is  that  policy  towards  trade  unions  is  subsumed 
under HR-activities. 
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 The research question will be answered by drawing on IHRM-literature and theoretical frameworks, and 
 through  statistical  analyses  of  data  from  the  international  research  project  ‘Employment  practices  in 
 MNCs’ at Center for Strategic Management & Globalization at Copenhagen Business School. The findings 
 will be triangulated with qualitative data from interviews with subsidiary HR-managers. Hence, the main 
 research objective is explanatory and to clarify if and to what degree subsidiary autonomy over certain 
 HR-policies can explain subsidiary-performance,  and  to explore  the  value  of granting autonomy to HR-
 managers  in  MNC  subsidiaries.  Accordingly,  autonomy  over  HR-polices  will  be  treated  as independent 
 variables and performance as dependent variables. 


1.1.1  Delimitation 


First, the project only focuses on autonomy over the four HR-policies stated above. Thus, there will be 
 other HR-policies that subsidiaries can have autonomy over that are not taken into consideration in this 
 study,  e.g.  autonomy  over  selection  &  recruitment-policies,  retention-policies  or  work-force  reduction 
 policies. Furthermore, internationalisation features of the HR-function e.g. the international mindset or 
 the internationalisation degree of practices will not be explored. Additionally, it is important to note that 
 there exist other exogenous (economy cycle, competition, political environment) and firm specific (firm 
 strategy, industry, firm size and age) factors that can influence shareholder and stakeholder performance 
 that are not included in this study e.g. extraneous or confounding variables. Some of these factors are 
 included  as  control  variables,  but  others  are  not.  Hence,  this  study  only  highlights  a  segment  of  all 
 aspects that drive subsidiary performance or affect the autonomy-performance relationship. 


Secondly,  it  is  important  to  note  that  the  study  does  not  measure  to  which  degree  the  selected  HR-
 polices is used in the subsidiaries, but just the degree of autonomy over these. 


Third, prospective interactions between having autonomy over different HR-policies will not be analysed, 
 although  some  theoreticians  argue  that  there  are  synergies  in  applying  certain  HR-practices  in 
 combination i.e. systems or ‘bundles’ e.g. Gooderham, Parry et al. (2008). This might also be the case for 
 autonomy  over  different HR-polices, however,  this will not  be explored further  as the objective  of the 
 study is to explore the potential impact of autonomy over HR-policies in itself. 


Fourth,  regarding  causality,  it  is  important  to  notice  that  the  causal  direction  between  the  analysed 
independent  and  dependent  variables  is  presumably  not  unambiguous.    In  other  words,  although  the 
implicit assumed causal direction in this study design is that autonomy over HR-policies affects subsidiary 
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 performance, it might be that subsidiary performance affects the degree of autonomy over HR-polices of 
 the subsidiary (see model 1 for an overview). 


Fifth,  intervening  and  mediating  variables  (e.g.  attitudinal  and  behavioural  processes  through  which 
 autonomy over the selected HR-policies affect subsidiary performance) are not part of the analyses, as 
 this would require data from an individual employee level of analysis (Paauwe 2004). 


Sixth, the antecedent variables that affect autonomy over HR-policies will not be treated, but only briefly 
 referred to in the literature review. A full discussion of the factors that impacts and shapes HR-policies 
 and practices in MNCs is beyond the scope of this report. 


Seventh, implicit in the strategic perspective on IHRM is also the perception that IHRM activities should 
 be linked to the MNCs’ international strategy e.g. Taylor, Beechler et al. (1996). Due to the scope of this 
 study  and  limited  data  about  the  individual  parent  companies  and  subsidiaries’  specific  business 
 strategies, this link will not be investigated, as the focus is on linking subsidiary autonomy in relation HR 
 to  strategic  goals  of  performance.  Also  some  of  the  activities  carried  out  by  the  HR-function  are  not 
 strategic as such and consequently do not relate to performance of the firm, but simply has to do with 
 the  administration  of  personnel  related  services  (Paauwe  2004).  These  kinds  of  personnel  related 
 services are not part of the scope of this study. 


Finally, the MNCs included in this study are all foreign-owned MNCs operating in Denmark, with 500 or 
 more employees world-wide and 100 or more in their Danish operation. 



1.2  Structure of Report 


The report will include a review of IHRM-research and -literature with focus on literature regarding the 
 relationship  between  parent  companies  and  subsidiaries  and  especially  the  significance  ascribed  to 
 subsidiaries  having  autonomy,  particularity  in  relation  to  countries  with  different  institutional  setups. 


This  will  subsequently  be  linked  to  a  brief  review  of  the  selected  four  HR-policy  areas  and  underlying 
practices  as  a  prerequisite  for  developing  the  hypotheses.  In  the  methodology  chapter,  the  particular 
research design and its philosophy of science basis will be argued for. Furthermore, the data collection 
process  and  how  the  research  question  is  answered  will  be  described.  In  the  result  chapter,  the 
hypotheses will be answered and the results of the quantitative analyses will be stated. In the discussion, 
explanations and implications of the  findings will be  analysed and discussed, which  are  followed up in 
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the  conclusion.  Subsequently  the  strength  and  limitations  of  the  results  will  be  examined.  Finally,  the 
findings will be put into perspective in a broader context. 
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2.  Literature & Theory Review 


This  chapter  consists  of  three  sections  with  three  respective  purposes.  First,  the  concepts  of  IHRM, 
 strategic  IRHM  (SIHRM)  will  be  defined,  and  the  distinction  between  HR-polices  and  -practices  will  be 
 clarified.  Second,  two  significant  perspectives  on  research  into  IHRM  will  be  reviewed  with  a  special 
 focus  on  the  relation  between  the  parent  company  and  subsidiary,  as  well  as  subsidiaries’  autonomy 
 over  HR-policies  and  how  it  relates  to  subsidiary  performance.  Also,  subsidiary  performance  will  be 
 defined. Finally, theories  related to the  dependent and  independent  variables will be  reviewed  to give 
 insight into the HR-policy measures of this study, and subsequently the hypotheses will be constructed. 



2.1 International Human Resource Management and the Link to Strategy 


The  notion  that  HRM  can  be  an  organisational  source  of  competitive  advantage  and  can  affect  firm 
 performance is part of the increased strategic focus in the field of HRM named strategic human resource 
 management (SHRM)  (Park,  Mitsuhashi et al. 2003). This strategic focus is similarly taking place in the 
 field of international HRM, where IHRM is linked to the strategic needs of the firm (Schuler, Dowling et 
 al. 1993). IHRM can be defined as “The set of distinct activities, functions and processes that are directed 
 at attracting, developing and maintaining an MNC’s human resources. It is the aggregate of the various 
 HRM systems used to manage people in the MNC, both at home and overseas” (Taylor, Beechler et al. 


1996:960). Accordingly, IHRM-research is often about studying various HR-activities4 in MNCs, and how 
 the relationship between the parent company and its subsidiaries affects how HR-policies and practices 
 are  managed  across  countries  (Almond,  Clark  et  al.  2004).  Within  the  IHRM-system  there  is “...  a 
 distinction between HRM policy on the one hand, and HRM practice on the other *…+ whereas companies 
 might find it feasible to have company-wide policies, they might find it unavoidable to be responsive to 
 local  conditions  when  it  comes  to  HRM  practices.”  (Tayeb  2001:  332).  In  this  project,  policies  will 
 therefore be considered a precursor to practices, as practices are the practical outcome of HR-policies. 


The  strategic  focus of IHRM and its  implications for firm performance5  has led to the research field of 
 strategic  IHRM  (SIHRM), which  can  be  defined as  the  “human  resource  management  issues,  functions, 
 policies and practices that result from strategic activities of multinational enterprises and that impact the 
 international concerns and goals of those enterprises” (Schuler, Dowling et al. 1993: 422). This definition 


       


4  According  to  Stahl  &  Björkman  (2006)  IHRM  regards  the  same  activities  as  domestic  HRM,  but  on  a 
 much larger scale. 


5 See definitions in section 2.2.2.1 
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 of SIHRM implies that the HR-function and IHRM-policies impact the goals of the enterprise, in this case 
 the MNC-subsidiary, and that HRM should be a strategic activity from an international perspective. Since 
 firm  performance  is  a  goal  for  MNCs,  it  is  implicit  in  this  SIHRM  definition  that  IHRM  activities  should 
 impact firm performance. Furthermore, SIHRM is about developing HR-policies and -practices that are in 
 accordance with the corporate approach but at the same time locally responsive (Schuler, Dowling et al. 


1993).  This  conceptualisation  is  in  line  with  the  purpose  of  this  study  which  will  indicate  the  relative 
 strategic  importance  of  the  autonomy  over  certain  HR-polices  in  relation  to  the  MNC  goal  of  firm 
 performance. As such, it will illuminate the significance of this widely discussed aspect of IHRM, and how 
 it can be used strategically. 



2.2  Review of Research Approaches to HRM in MNCs 


Research  within  HRM  in  MNCs  is  often  part  of  either  a  comparative  or  international  perspective,  and 
 belongs to respectively institutional and strategic research traditions, which focus on different aspects of 
 HRM  (Almond,  Clark  et  al.  2004).  Comparative  HRM  is  about  the  distinctiveness  of  HRM  in  different 
 countries and how national institutional systems affect HRM-practices, and make them country specific. 


The  international  perspective  on  HRM  (IHRM)  is  concerned  with  the  MNC’s  management  of 
 geographically  dispersed employees  in relation to gaining both local and global competitive  advantage 
 through HRM. In this regard, it is to a greater extent assumed that organisations have a strategic choice 
 that  enables  them  to  choose  the  best  way  of  organising  their  human  resources  in  relation  to 
 organisational  structure,  strategy  and  the  business  environment  (Paauwe,  Farndale  2006).  Thus,  in 
 recognising the business environment as an exogenous factor, there is an overlap with the comparative 
 approach to research, since environmental constraints are recognised, however, these are often under-
 emphasised. In the international strategic perspective, the starting point is the competitive environment, 
 and  not  the  institutional.  In  this  way  the  IHRM-perspective  is  said  to  provide  universal  ‘best’  ways  of 
 arranging the HRM-function (i.e. models of IHRM, policies and practices that fit the competitive context), 
 and is in this way neglecting the specific competitive context including these institutional environment 
 (Almond, Clark et al. 2004). 


Therefore,  it  can  be  argued  that  it  would  be  beneficial  to  integrate  these  two  perspectives  instead  of 
letting them be in opposition to each other, in order to get a broader understanding of HRM-processes in 
MNCs. In other words, a combination can incorporate both the aspect related to how HRM differs across 
countries,  plus  the  focus  on  gaining  both  local  and  global  competitive  advantage  through  strategic 
choices and the organisation of HRM. Hence, this integrated approach incorporates the aspect that both 
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 institutional and business strategy choice factors impact HR-polices and accordingly the HR-performance 
 link (Paauwe, Farndale 2006)  


Thus, in this study, an effort is made to bring these two perspectives together, in the sense that the focus 
 is strategic and focus on the management of geographically dispersed employees in subsidiaries relative 
 to the parent company. But at the same time, the study incorporates the perspective, that there can be 
 great needs to take different countries’ specificities and institutional setups into account to be able to 
 achieve  a  competitive  advantage.  However,  it should be  noted that  this study mainly  comply  with  the 
 international  perspective,  as  comparative  HRM  is  inherently  occupied  with  comparing  HR-practices 
 between  companies  in  different  countries,  whereas  the  international  perspective  studies  how  human 
 resources  are  managed  in  MNCs.  Yet,  the  comparative  perspective  offers  the  insight  that,  how  HR-
 policies are interpreted across countries is a critical issue for the HR-function in MNCs (Almond, Clark et 
 al. 2004). This aspect is to a larger degree integrated into the international perspective in this study. In 
 line  with  this,  it  can  be  argued  that  in  order  to  adopt  a  strategic  perspective  and  its  focus  on  gaining 
 competitive advantage both locally and globally, it is necessary to incorporate parts of the comparative 
 perspective  into  it,  since  the  comparative  perspective  indicates  the  need  to  be  able  to  adapt  HRM  in 
 different contexts due to institutional setups. This will be achieved by analysing how the ability of Danish 
 subsidiaries  to  determine  the  way  of  managing  human  resources  in  a  Danish  context  relates  to  the 
 strategic  goals  of  shareholder  and  stakeholder  performance.  Therefore,  the  aim  of  integrating  these 
 research approaches to HRM in MNCs is to illuminate, how important the subsidiaries’ ability to adapt 
 HR-policies to their environment and institutional factors is, in relation to achieving strategic goals of the 
 MNCs  i.e.  shareholder  and  stakeholder  performance(Paauwe  2004).  Therefore,  within  this  integrated 
 approach, it is relevant to clarify the relative importance of having autonomy over different HR-policies 
 for  subsidiaries  in  relation  to  local  subsidiary  performance.  In  this  way,  a  very  central  and  requested 
 theme in IHRM is explored in this study (Paauwe, Farndale 2006). This is done by examining how MNCs 
 with  subsidiaries  in  certain  countries  (in  this  case  Denmark)  might  benefit  strategically  from  giving 
 autonomy  to  subsidiaries  over  determining  local  HR-policies  and  thereby  reach  the  strategic  goals 
 through  incorporating  the  institutional  perspectives’  insights  by  enabling  subsidiaries  to  adapt  to  local 
 conditions in relation to HRM. 


2.2.1  Strategic International Human Resource Management 


One of the key issues  in IHRM  is the discrepancy between the conflicting strategic  demands for either 
globalisation or localisation (Prahalad, Doz 1999). ‘Globalisation’, in this context, refers to the fact that 
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 MNCs  can  sometimes  have  competitive  advantages  over  national  firms  based  on  their  capacity  to 
 leverage  resources  globally,  and  consequently  some  degree  of  coordination  and  integration  can  be 
 required. This is often achieved through standardisation of HR-policies and practices. On the other side, 
 the competitive and institutional environment can place a need to be locally responsive (Almond, Clark 
 et al. 2004, Stahl, Björkman 2006, Beardwell, Holden et al. 2004). Therefore, HRM in MNCs is often about 
 navigating  between  these  two  opposite  demands,  which  respectively  can  be  strategically  beneficial 
 under different circumstances. Hence, these two forces influence and shape HRM-policies and practices, 
 and can create diverging strategic pressures for the HR-function in MNCs (Schuler, Dowling et al. 1993). 


As  they  conclude,  SIHRM  is  about:  “balancing  the  competing  demands  of  global  versus  local 
 requirements as well as the needs of coordination, control and autonomy” (Schuler et. al, 1993: 451). This 
 statement is concerned with the control relationship between the parent company and its subsidiaries, 
 and whether HR-policies and practices should be transferred to subsidiaries, and if some HR-policies and 
 practices should be either centralised or decentralised. Thus, overall HR-policies can function as general 
 statements that guide subsidiary polices so they are locally sensitive, but still in line with the corporate 
 approach (Almond, Clark et al. 2004). The argument is that on one side, HR-policy needs to fit corporate 
 policies for employees to be considered an organisational resource instead of only a subsidiary resource. 


On the other hand, Schuler et al. (1993) argue that HR -polices must meet the local cultural and strategic 
 demands for the MNC to be flexible and adaptable to local conditions. 


Adding to this view, Taylor et al. (1996) propose that MNCs can leverage resources at subsidiary level, 
 which can contribute to competitive advantage. Hence, it can be argued that, if subsidiary HR-processes 
 create value for the subsidiary, it can also be considered an overall organisational resource for the MNC. 


Hereby Taylor et al. (1996) employ the resource-based view of the firm (Barney 1991) in relation to HR-
matters, indicating that HR can help develop strategic competences that are valuable, rare, imperfectly 
mobile,  and  inimitable  (Taylor,  Beechler et  al.  1996)  and  hence  create  competitive  advantages.  In  fact 
they that: “The HRM function is unique because both the outputs (the employee behaviors) of the system 
and  the  system  itself  are  potential  sources  of  competence.”  (Taylor  et  al.,  1996:  963).  Therefore,  the 
organisation of the HR-system can be a source of unique competence and for this reason, it is relevant to 
study  the  impact  of  subsidiary  autonomy  in  relation  to  performance.  In  addition,  Schuler  et  al.  (1993) 
points  out  that  the  ability  to  balance  these  forces  through  the  design  of  a  SIHRM-system,  can  have 
performance implications for both the subsidiary and MNC. 
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 Regarding  the  balance  between  globalisation  and  localisation  Taylor  et  al.  (1996)  points  out  three 
 orientations  of  SIHRM6:    the  exportive,  adaptive,  and  integrative  orientation  towards  corporate, 
 subsidiary and employee-group level HR- policies and -practices. Exportive being very determined by the 
 parent company, adaptive being primarily determined in the subsidiary and integrative being in between 
 the  first two. These  different orientations might influence  whether country contexts are converging or 
 diverging,  since  this  have  consequences  for  how  employees  are  managed.  In  producing  standardised 
 HRM-systems,  MNCs  can  drive  convergence  across  countries  since  national  business  systems  react  to 
 international  economic  dynamics  (Almond,  Clark  et  al.  2004).  However,  the  existence  of  different 
 institutional systems, propose that pressures from globalisation does not necessary transform national 
 business systems and accordingly approaches to HRM (Hall, Soskice et al. 2001). This can necessitate that 
 subsidiaries should be able to adapt locally and cannot use corporate, global or standardised approaches 
 to HRM. 


As  such,  Taylor  et  al.  (1996)  discuss  these  three  forms of  SIHRM,  and  point  out  that  MNCs can  follow 
 different  strategies  in  relation  to  integration,  differentiation  and  a  balance  between  these  two  ends. 


However,  in  relation  to  choosing  an  approach  they  only  indicate  that  it  should  follow  the  firms 
 international  strategy,  and  that  that  the  MNC  should  transfer  HRM-competences  that  key  corporate 
 decision makers perceive are context generalisable7 (Taylor, Beechler et al. 1996). Yet, it is not clarified 
 which HRM-competences are generalisable and which are context specific. 


Furthermore,  Taylor  et  al. (1996)  do  not  indicate  guidelines  in  relation  to which  forms  leads  to  better 
 performance  under  which  circumstances.  Hence,  the  answer  is  probably  not  unequivocal,  and 
 dependent on the context, which presumably points to the suggestion that MNCs should allow for some 
 flexibility regarding HR-policies and local adaptation of policies. 


However, they make a distinction between the notion that some HR-practices can be shared and some 
 need  local  adaptation,  which  is  central  to  the  focus  of  this  study.  However,  the  model  is  not  specific 
 about  what  can  be  transferred  and  how  (Almond,  Clark  et  al.  2004).  Furthermore,  Taylor et  al.  (1996) 
 make a distinction between which occupational groups are critical to the company and can create value 
 for both the subsidiary and the MNC. Consequently some  HR-policies can be transferred in relation to 
        


6 These are based on work by Hedlund, 1986; Perlmutter, 1969; Rosenzweig & Nohria, 1994; Rosenzweig 


& Singh, 1991. 


7  Tayler  et  al.  (1996)  notes  that  some  HR-practices  are  context  specific,  whereas  others  are  context 
generalisable. 
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 some  employee  groups  while  other  can  be  localised  in  relation  to  other  employee  groups  (Taylor, 
 Beechler  et  al.  1996).  The  argument  is  that  parent  control  will  be  higher  in  areas  regarding  the 
 employees  that  are  most  critical  to  MNC-performance,  and  hence  these  employee  groups  can  be 
 considered more important for gaining competitive advantage. 


These two aspects are implemented and explored in this study in distinguishing between the autonomy 
 over different HR-policies and between different employee groups. However the latter aspect is slightly 
 touched  upon  in  relation  to  pay  &  performance  policy,  as  the  questionnaire  solely  includes  this 
 distinction in relation to the specific policy. 


An overview of these interactions and causalities are outlined in model 18. 


Model 1: Framework over linkages between HR-autonomy and HR-activities, 
 outcomes and performance


Subsidiary 
 autonomy over 


HR-policies


Subsidiary 
 performance


Sources: Adapted from Paauwe & Richardson (1997) with supplements from Taylor (1996), Fenton-O’Creevyet al. (2008 ) and Birkenshaw & Hood (1998)
 Control variables at organisational level:Age, size, industry, capital intensity, technology etc.
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2.2.2  The Context & Institutional Environment in Relation to Subsidiary Autonomy 
 As stated above, the institutional approach of comparative HRM research offers understandings of cross-
 national differences in HR-practices, and underline that differences in national business systems create 
 differences in HR-practices in dissimilar countries (Maurice, Sellier et al. 1986). Hereby, it diverges from 
 the  ‘one  best  way’  perspective  in  acknowledging  that  national  rules  and  understandings  affects  the 
        


8 Included in this model are several aspects that affect the balance between parent company control and 
the degree of subsidiary autonomy (Fenton-O'Creevy, Gooderham et al. 2008). 
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 nature  of  employment  relationships  (Almond,  Clark  et  al.  2004).  This  accentuates  the  need  to  study 
 SIHRM in different types of economies, to broaden the insight into how MNCs can work strategically in 
 different contexts. 


As  indicated,  both  Taylor et  al  (1996)  and  Schuler  et  al.  (1993)  have  incorporated  the  role  of  national 
 institutional factors in relation to the impact on IHRM-policies and practices, and the degree of parent 
 company control versus subsidiary autonomy. However, even though Schuler et al. (1993)’s framework 
 recognises  the  importance  of  the  national  context,  these  are  not  clearly  specified.  Nevertheless,  they 
 argue that environments that are uncertain or with high economic risk, require more control from the 
 parent  company,  and  that  complex  legislative  circumstances  in  relation  to  labour  relations,  might 
 demand greater autonomy at subsidiary level (Schuler, Dowling et al. 1993). This is because the MNC will 
 have  to  comply  with  legal  and  collective  employment  regulations9  of  the  host  country  which 
 consequently  affects  HRM.  Accordingly  MNCs  with  subsidiaries  in  countries  with  strong  collective 
 regulation of the employment relationship will tend to move away from home country practices (Fenton-
 O'Creevy, Gooderham et al. 2008).  


Hall  &  Soskice  (2001)  build  further  on  the  institutional  approach,  by  distinguishing  between  liberal 
 market economies (LMEs) and CMEs, and how these create different national types of corporate strategy 
 and institutional comparative advantage. These variations in economical systems creates differences in 
 HRM-practices mainly regarding pay policy, employee training policy and degree of job security, for firms 
 in  respectively  LMEs  and  CMEs  due  to  the  different  institutional  structures  (Fenton-O'Creevy, 
 Gooderham et al. 2008). In LMEs, there can be considerable pay differentials within industries, training is 
 very firm specific, and it is possible to dismiss employees for economic reasons. However, in CMEs, much 
 negotiation over pay happens at industry level (often through trade unions), training is typically not just 
 firm  specific  but  also  industry  specific,  and  there  are  long-term  labour  contracts  and  greater  security 
 against sudden dismissals (Fenton-O'Creevy, Gooderham et al. 2008). 


Additionally, it is argued that, especially from a western European perspective, many HR-activities need 
 to  meet  the  local  demands  related  to  legislation  and  institutions,  and  therefore  autonomy  over  HR-
 practices can be considered necessary to adapt locally (Paauwe 2004). Furthermore, it is reasoned that 
 effective HR makes quick changes in practices possible and is flexible, because it allows the company to 
 benefit from unexpected marked opportunities, and to react quickly to marked changes e.g. because of 
        


9  These  country  regulations  can  actually  be  considered  both  a  constraint  and  a  resource,  as  e.g.  an 
advanced vocational training and education system can work as a resource for a foreign MNC. 
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 changes  in  export  markets,  political  interventions  or  boycotts.  Based  on  these  arguments  one  can 
 presume  that  a  high  degree  of  autonomy,  and  less  control  exercised  by  the  parent  company,  is 
 appropriate for subsidiaries based in Denmark in relation to subsidiary performance. 


For these reasons, it is interesting to study if a high degree of subsidiary autonomy is imperative because 
 of the institutional frameworks in CMEs. But also to indicate, whether autonomy over different HR-policy 
 areas emerges as particularly important in relation to the two different performance measures. 


2.2.2.1 Subsidiary Performance  


Subsidiary  autonomy over HR-policies  are  related to two different kinds of subsidiary performance  i.e. 


shareholder and stakeholder performance in order to give a more nuanced picture of the importance of 
 the impact of autonomy over HR-policies on different performance dimensions. This distinction may also 
 give an indication of focus areas that are more long-term oriented, than solely short term financial goals. 


By  considering  stakeholder  performance,  it  takes  the  organisational  needs  to  balance  the  tension 
 between generating performance today and more long term goals into account (Golding 2004). 


Shareholder Performance 


The first kind of subsidiary performance is termed shareholder performance to capture the notion that 
 investors require objectively measured financial performance (Guest, Michie et al. 2000b, Guest 1987), 
 and  to  make  a  distinction  to  the  other  performance  measure  that  covers  performance  in  relation  to 
 other stakeholders. 


In this study, shareholder performance is conceptualised as labour productivity (which can be defined as 
 total output divided by labour inputs (Samuelson, Nordhaus 1989)), because productivity indicates how 
 efficient the company’s human capital is in creating output. However, even though labour productivity 
 does  not  necessarily  entail  long-term  profitability,  it  is  considered  a  needed  condition  (Guthrie  2001), 
 and  Bryan  (2007)  argues  that  productivity  is  a  main  driver  of  profits  in  larger  companies.  Therefore, 
 labour productivity is a good indicator of shareholder performance when related to HR-activities. 


Stakeholder Performance 


In  addition  to  shareholder  performance,  stakeholder  performance  is  also  considered  because  the 
shareholder  perspective  is  limited  to  only  focusing  on  an  economic  rationality  (Guest  2001,  Paauwe 
2004). Therefore, it is necessary to have a broader perspective on performance, which also incorporates 
relational  rationality.  Relational  rationality  can  be  defined  as “the  development  and  maintenance  of 
sustainable relations with all the relevant stakeholders, not just customers and shareholders. Maintaining 
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 relationships should be an end in itself” (Paauwe, 2004: 67). This description of relational outcomes will 
 be applied as a conceptualisation of stakeholder performance in this study.  This means that the firm’s 
 relations with e.g. employees (i.e. stakeholder) should be a goal in itself for HR-activities, and not just a 
 means  to  an  end.  Furthermore,  it  is  necessary  to  have  stakeholder  performance  as  an  equal  goal  as 
 shareholder  performance,  since  focusing  stakeholder  performance  can  help  obtain  strategic  economic 
 performance in the long term, and not only focusing on short term economic results  (Paauwe 2004). It 
 should  be  noted  that  shareholders  are  also  stakeholders,  however,  in  this  study,  there  is  a  distinction 
 between  shareholders  that  more  one-sidedly  looks  at  economic  performance  as  such,  whereas  other 
 stakeholders might value other aspects of firm activities (Besanko, Dranove et al. 2007). 


Hence, HRM is about satisfying different stakeholders such as trade unions, customers and shareholders, 
 but  especially  employees  with  regards  to  e.g.  rewards,  training  &  development,  and  participation 
 through  the  HR-system  (Paauwe  2004).  Therefore,  HRM  is  not  only  about  generating  profits  or 
 optimising economic performance as some research models within the field highlights as part of HRM’s 
 justification  (e.g.  Huselid,  1995;  MacDuffie,  1995;  Arthur,  1994),  but  is  inherently  also  about  the 
 satisfaction  of  multiple  stakeholders.  As  such,  it  is  necessary  for  HRM  to  work  on  relations  as  part  of 
 achieving strategic objectives of economic performance. An additional reason for implementing this type 
 of performance is that the interplay between these two forms of rationality can contribute to attaining 
 competitive advantage (Paauwe 2004). 



2.3  HR-policy Areas – Development of Hypotheses 


Based  on  the  arguments  outlined  in  section  2.2,  it  is  generally  hypothesized  that  overall  subsidiary 
 autonomy  over  HR-policies  will  lead  to  better  firm  performance  both  in  relation  to  shareholders  and 
 stakeholders.  Yet,  the  underlying  features  of  each  HR-policy  area  measured  in  this  study  will  be 
 described below, to give insight into the four policy areas, and how they relate to performance, as well 
 as indicating how subsidiary autonomy might differ in importance according to different HR-policy areas.  


2.3.1  Pay & Performance Management 


Performance management can be described as “a cycle consisting of five elements: setting performance 
objectives,  measuring  outcomes,  feedback  of  results,  rewards  linked  to  outcomes,  and  amendments  to 
objectives and activities” (Doyle 2004: 372). Within this cycle, performance related pay, such as bonuses 
and  rewards  in  the  form  of  shares  and  performance  appraisal,  are  key  components.  Furthermore, 
performance  appraisal  is  used  for  setting  objectives  and  giving  feedback  in  relation  to  performance 
(Hendry 1995). Generally, pay and performance management is linked to overall organisational strategic 
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 goals, through breaking down strategic objectives into individual goals, and in this way presenting a link 
 between organisational and individual performance (Torrington, Hall 1991). The purpose of setting these 
 objectives is to monitor, direct, audit, and motivate individual performance, and to develop a committed 
 and  loyal  workforce.  Performance  management  systems  is  often  used  in  relation  to  development  of 
 management,  where  performance  appraisal  is  used  to  identify  development  needs  and  for  giving 
 feedback to managers about their levels of performance, and to reward the achievement of higher levels 
 of competence (Pointon, Ryan 2004). 


As  mentioned,  rewards  are  linked  to  outputs,  which  can  be  done  through  applying  variable  payment 
 schemes. The idea is that variable payment schemes (performance-related pay) make employees identify 
 more easily with organisational goals by linking compensation to overall organisational performance  or 
 individual performance (Pointon, Ryan 2004). This might include that employees get a commission and 
 share  in  the  gain  when  the  organisation  performs  well  (Kellaway  1993).  Rewards  and  bonuses  can  be 
 given to employees through financial participation, using e.g. employee share ownership schemes to link 
 rewards of individuals to the overall firm or the business units (Holden 2004). 


In Denmark, pay is a fairly regulated area with collective agreements on industry level (Fenton-O'Creevy, 
 Gooderham et  al.  2008).  Therefore,  in  combination  with  the  pay  &  performance  management  theory, 
 the following hypotheses are put forward: 


H1a: There is a positive relationship between subsidiaries’ autonomy in determining pay & 


performance policies and shareholder performance 


H1b: There is a positive relationship between subsidiaries’ autonomy in determining pay & 


performance policies and stakeholder performance 


2.3.2  Training & Development 


Training  can  be  defined  as  “…activity  leading  to  skilled  behaviour”  (Princeton,  2006),  whereas 


“development[…]is the process of becoming increasingly complex, more elaborate and differentiated, by 
 virtue of learning and maturation.” (Beardwell, Holden et al. 2004: 273). The training and development 
 of  human  resources  have  increasingly  been  recognised  as  important  due  to  the  rise  of  overseas 
 competition,  and  the  success  of  economies  that  invest  in  employee  development.  This  has  made 
 employers realise that success partially relies on investment in training and development (Holden 1991). 


A survey has indicated that training and development of employees are a leading issue in the majority of 
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 HR-departments  in  Europe  which  indicates  the  current  importance  of  training  (Brewster,  Hegewisch 
 1993). Hence, within HRM a great emphasis is on the importance of employees’ skills for organisational 
 efficiency and success, and training and development policy is seen as a tool to realise business strategy. 


This  notion  is  in  line  with  the  concept  of  the  learning  organisation,  where  training  of  individuals  can 
 move  towards  developing  learning  at  organisational  level  (Pedler,  Burgoyne  et  al.  1997).  As  such,  a 
 learning  organisation  works  intentionally  with  learning  and  facilitates  learning  of  all  its  members  at 
 individual, group and system level to make the organisation function in a way that is more satisfying to 
 its stakeholders (Dixon 1994, Dixon 1994). Furthermore, the argument is that an increasingly competitive 
 business environment necessitates the ability to respond quickly to product and market developments, 
 which  rely  on  the  mental  power  of  employees  and  not  only  their  physical  capabilities.  Thus,  there  is 
 competition for skilled, adaptable and flexible employees to achieve long-term competitive advantage, 
 through utilisation of the knowledge and talent of the workforce. Also, international competition raises 
 the standards of training to world class levels, which increases the pressure for organisations to live up 
 to these standards in order to survive. (Pedler, Burgoyne et al. 1997). Therefore, organisational learning 
 is believed to create intangible shareholder value (Ulrich, Smallwood 2002). Consequently, learning and 
 development of individuals becomes of strategic importance for the overall organisation, but also for the 
 overall  economy.  In  this  way,  training  and  development  is  important  to  several  stakeholders  of  the 
 company e.g. the economic nation, shareholders, and the employees themselves.   


Based  on  these  arguments,  it  seems  reasonable  to  infer  that  subsidiaries  ability  to  respond  quickly  to 
 market changes and determine training and development policies themselves will enhance performance. 


Thus: 


H2a: There is a positive relationship between subsidiaries’ autonomy in determining training 


& development policies and shareholder performance 


H2b: There is a positive relationship between subsidiaries’ autonomy in determining training 


& development policies and stakeholder performance 


2.3.3  Employee Involvement & Communication 


Employee involvement (EI) and communication cover a broad range of mechanisms which makes an all-
encompassing  definition  problematic.  EI  can  range  from  informational  mechanisms  to  organisational 
democratic  systems  where  employees  and  management  are  equal  in  decision-making.  Additionally, 
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 various  terms  have  been  connected  to  the  concept  of  EI  e.g.  employee  participation,  organisational 
 communication,  industrial  democracy  etc.  which  makes  a  comprehensive  definition  difficult.  EI  has 
 historically  been  associated  with  the  concepts  of  empowerment10  and  participation11,  and  today  EI  is 
 used as a generic term that covers most forms of participation (Holden 2004). Wall & Lischerson (1977) 
 note  that  three  aspects  are  central  to  participation  i.e.  influence,  interaction  and  information  sharing. 


This  can  happen  through  e.g.  EI  schemes  regarding  provision  of  information,  problem  solving  groups, 
 team work or suggestion schemes (Marchington, Goodman et al. 1992). 


An  inherent  feature  of  these  EI  aspects  is  communication,  and  effective  communication  is  a  very 
 important  part  of  running  organisations  efficiently  whether  the  communication  is  one-way,  two-way, 
 top-down, bottom-up or across the organisation  (Holden 2004). Communication in this context can be 
 defined  as:  “a  complex  series  of  processes  operating  at  all  levels  within  organisations.”  (Beardwell, 
 Holden et al. 2004: 544), and can occur through more formal systems or can be informal. 


A  reason  to  involve  employees  is  to  make  employees  more  committed  to  the  organisational  goals  by 
 empowering  employees  i.e.  to  make  them  take  responsibility  for  their  function  in  the  organisation 
 (Holden  2004).  Involving  employees  in  organisational  policy  making  could  possibly  improve  employee 
 motivation and consequently performance. Furthermore, EI should make the employees more creative 
 and  interested  in their work, and therefore  also more  productive  (Holden 2004).In this way,  EI can be 
 viewed as a key instrument in the design of HR-strategies, by implementing employees’ interests in the 
 creation  of  HR-policies,  since  employees  are  regarded  a  main  stakeholder  in  the  company  (Beer, 
 Lawrence  et  al.  1984).  However,  it  is  important  to  note  the  organisational  success  of  applying  EI  and 
 communication  depends  on  the  content  that  is  communicated  to  employees  and  how  employees 
 perceive the message. Also, it is important that employees can rely on the information and the regularity 
 of information provision (Ramsay 1992). Furthermore, it depends on whether management implements 
 or  take  employee  inputs  into  consideration  in  the  end,  alternatively  the  employees  can  view  the 
 participation as a waste of time (Holden 2004). 


Since  ways  of  communicating  with  employees  varies  significantly  across  countries  (Budhwar,  Debrah 
 2001) and based on the arguments outlined above, the following hypotheses are inferred: 


       


10 Empowerment is a theoretical field in itself and will not be treated here, as focus here is on information 
 flows  and  communication,  and  not  so  much  the  actual  autonomy  given  to  the  individual  employee  by 
 management (Holden 2004). 


11 Participation is sometimes associated with industrial democracy and employee representation, such as 
trade unions (Holden 2004). 
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 H3a: There is a positive relationship between subsidiaries’ autonomy in determining 


employee involvement & communication policies and shareholder performance 


H3b: There is a positive relationship between subsidiaries’ autonomy in determining 
 employee involvement & communication policies and stakeholder performance 


2.3.4  Trade Unions 


Trade unions are traditionally part of the IR research field, but in this study they are subsumed termed 
 under  HR-policies,  as  trade  union  relations  are  often  part  of  the  HR-function’s  responsibilities  in  large 
 MNCs (Beardwell, Holden et al. 2004). A trade union is an organisation that, among other things, unites 
 workers  and  unions  leaders  to  protect  their  common  interests  such  as  negotiating  wages,  working 
 conditions  and  take  collective  actions  to  enforce  collective  bargaining  terms12.  As  mentioned,  trade 
 unions  play  a  significant  role  in  CMEs  including  Denmark13  that  is  considered  to  be  strongly  unionised 
 (Hall,  Gingerich  2004).  This  has  implications  for  HRM-policies  in  subsidiaries  located  in  Denmark,  and 
 MNCs  must  accordingly  adjust  HR  to  local  institutional  environments  with  traditions  of  collective 
 bargaining (Fenton-O'Creevy, Gooderham et al. 2008, Collings, Gunnigle et al. 2005).  


It  is  stated  that  MNCs  with  subsidiaries  with  highly  unionised  workforces  prefer  to  delegate  the 
 management of the subsidiary-union relationship to the subsidiary, instead of imposing central policies, 
 as it is difficult to make detailed labour negotiations from abroad. Also, when subsidiaries are located in 
 countries  where  trade  unions  have  a  strong  presence  and  are  well-established,  autonomy  tends to  be 
 granted to the subsidiaries, as central control impractical (Fenton-O'Creevy, Gooderham et al. 2008). An 
 advantage  of  this  can  be  that  local  management  might  draw  on  their  previous  relationship  with  the 
 union and their understanding of the relationship (Ferner, Almond et al. 2004, Hamill 1984). Hence, due 
 to the institutions and the power of trade unions, subsidiary autonomy should be high in CMEs including 
 Denmark  (Fenton-O'Creevy,  Gooderham  et  al.  2008)(Cutcher-Gershenfeld  1990).  Additionally,  it  have 
 been shown that larger unionised firms can improve productivity by adopting a cooperative approach to 
 unions,  whereas  a  more  adversarial  approach  entailed  lower  productivity  and  lower  return  on  direct 
 labour hours worked {{156 Cutcher-Gershenfeld, J. 1990}}. 


       


12 (www.businessdictionary.com ) 


13 Denmark has tripartism i.e.:‚Systems of industrial relations whereby the state, employers associations and trade 
unions oversee and govern labour market initiatives and related policies, e.g. wage levels and increases‛ (Beardwell, 
Holden et al. 2004). 
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 Based on this, the hypotheses are that the subsidiary’s autonomy to decide policy towards trade unions 
 will  positively  affect  stakeholder  performance  and  shareholder  performance,  as  navigating  in  a  highly 
 unionised environment can be a resource demanding task. 


H4a:  There is a positive relationship between subsidiaries’ autonomy in determining policy 
 towards trade unions and shareholder performance 


H4b: There is a positive relationship between subsidiaries’ autonomy in determining policy 
 towards trade unions and stakeholder performance 


Model 2 illustrates the hypotheses. 


Model 2: Illustration of  the research question and hypotheses


Subsidiary autonomy over
 pay & performance policy


Subsidiary autonomy over
 training & development policy


Subsidiary autonomy over
 employee involvement & 


communication policy


Subsidiary autonomy over policy 
 towards trade unions


Stakeholder performance
Shareholder performance
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3.  Methodology 


In this chapter, the research design and strategy will be outlined. Subsequently the research approaches 
 will be highlighted, and afterwards the research philosophy will be discussed and argued for. Finally, the 
 data  collection  processes  will  be  described,  and  the  measures  of  HR-autonomy  and  subsidiary 
 performance will be examined. 



3.1 Research Design 


The research question will be answered using standard multiple regression analyses on primary data to 
 test  the  eight  hypotheses  with  the  purpose  of  indicating  the  relative  impact  of  having  autonomy  over 
 different HR-policies. The results of these quantitative analyses will be interpreted and explained using 
 primary data from qualitative interviews. The arguments for applying these two methods will be outlined 
 below. 


The  chosen  research  design  for  answering  the  research  question  consists  of  the  application  of  both 
 quantitative  and  qualitative  methods,  and  hence  the  study  is  based  on  a  mixed  method  strategy 
 (Saunders,  Lewis  et  al.  2007,  Bryman,  Bell  2003,  Creswell  2009).  As  the  objective  of  this  study  is 
 explanatory and seeks to explain the relationship between subsidiaries’ autonomy over HR-polices and 
 subsidiary-performance,  the  quantitative  method  will  predominate  to  meet  the  explanatory  research 
 objective and to answer the research question (Saunders, Lewis et al. 2007). The qualitative follow up-
 process serves to get a better understanding of the meaning of subsidiary autonomy over HR-policies. In 
 addition,  the  qualitative  data  builds  on  the  quantitative  results  to  broaden  the  explanations  for  these 
 results  and  thereby  help  support  and  explain  the  quantitative  results  (Creswell  2009).  Tashakkori  & 


Teddlie  (2003)  state  that  a  multiple  methods  design  can  be  used,  if  it  helps  answering  the  research 
 question better and helps evaluate the trustworthiness of the findings. This is the case in this study, as it 
 tests theory about autonomy over HR-policies in a new way i.e. relating it to two kinds of performance. 


More  specifically,  a sequential  explanatory  design  is  applied,  as  it  is  stated:  a  sequential  explanatory 
 design “can be especially useful when unexpected results arise from a quantitative study *…+ In this case, 
 the qualitative data collection that follows can be used to examine the surprising results in more detail” 


(Creswell,  2009:  211).  This  design  is  useful  for  this  study,  because  the  impact  of  subsidiary  autonomy 
over  HR-policies  in  relation  to  performance  is  not  well  researched,  and  therefore,  it  offers  the 
opportunity to go behind the quantitative results and provide further explanations for these. Hence, first 
theory  and  the  developed  hypotheses  are  tested  through  the  use  of  quantitative  data  collected  via  a 
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 questionnaire survey. Afterwards, interviews with two selected cases offer the opportunity to follow up 
 on potential contradictory results. Consequently, qualitative data are only included in the interpretation 
 of the quantitative results (Saunders, Lewis et al. 2007). 


The  advantage  of  this  approach  is  that  the  quantitative  data  produce  generalisable14  findings  about 
 statistical relationships, which are cross-checked with qualitative data to enhance the confidence in the 
 quantitative  findings  through  triangulation  (Bryman,  Bell  2003,  Creswell  2009).  Hence,  using  both  a 
 quantitative and qualitative approach in combination gives an extended understanding of the research 
 problem. A disadvantage of both methods can be that respondents might answer on the basis of social 
 desirability  in  the  questionnaire  and  the  interviews  (Bryman,  Bell  2003).  Additionally  there  can  be 
 differences between perceived, intended and implemented autonomy over HR-polices (Stahl, Björkman 
 2006, Bryman, Bell 2003). 


Furthermore,  the  study  is  cross-sectional  and  studies  the  HR-autonomy-performance  link  at  a  single 
 point in time (Saunders, Lewis et al. 2007, Bryman, Bell 2003, Bryan 2007). Therefore, it is not possible to 
 make causal inferences, and conclude which variables cause the others, since there is no time ordering in 
 the  variables,  as  the  data  are  collected  simultaneously.  Hence,  all  that  can  be  tested  is  in  principle 
 whether  subsidiary  autonomy  over  HR-polices  is  related  to  subsidiary  performance.  If  certain 
 relationships are found in the analyses, it is not certain whether it is a causal relationship, or in which 
 direction the causality goes (Bryman, Bell 2003). 


3.1.1 Quantitative Method 


The study applies a questionnaire survey to collect quantitative data (see section 3.2.3), as it is meets the 
 research  objectives  of  testing  the  relationships  between  variables  for  the  defined  population  of 
 subsidiaries located in Denmark (Saunders, Lewis et al. 2007). Survey data gives a numeric description of 
 the  opinions  of  HR-managers  in  relation  to  autonomy  over  HR-policies  and  stakeholder  performance, 
 which  enables  statistical  analysis  about  the  relationships  to  be  made  (Saunders,  Lewis  et  al.  2007, 
 Creswell 2009). In this way, the quantitative survey is the leading research strategy (Bryman, Bell 2003). 


3.1.2 Qualitative Method 


Although the survey is the leading research strategy, the qualitative aspect of the study should not be 
 neglected, as this combined approach serves to provide a more varied knowledge and understanding of 
 how  autonomy  given  to  the  local  subsidiary  impacts  their  ability  to  influence  HR-policies  and  hereby 
        


14 Depending on the representativeness of the respondents and the response rate. 
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