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1. Introduction

1.1 Motivation for the study
This thesis investigates regional headquarters (RHQ) in the context of the organizational structures of multinational companies (MNC). MNCs face the
dual challenge of managing their operations in a globalizing world and answering a simultaneous need for local responsiveness (Prahalad & Doz, 1987).
MNCs often respond to these challenges by adopting increasingly complex
organizations (Ghoshal & Westney 1993, Forsgren, Holm & Johansson 2005,
Andersson & Holm 2010). Regional organization structure is a model where a
layer of regions is introduced between the corporate headquarters and the
country subsidiaries (Heenan & Perlmutter 1979).
The introduction of regional structures therefore represents an organizational solution for overcoming various barriers of distance and for coping with
environmental uncertainty (Rugman & Verbeke 2004, Rugman 2005, Piekkari
et al. 2010). Regional management can play a key role in combining the benefits of global standardization with local market knowledge (Lehrer & Asakawa
1999, Laudien & Freiling 2011, Nell et al. 2011b), and can also be assigned a
number of other entrepreneurial and integrative roles (Ambos & Schlegelmilch
2010, Alfoldi et al. 2012). Applying the regional management approach and
regional organization in MNCs generally involves introduction of regional
headquarters (Lasserre 1996, Schütte 1997, Enright 2005a).
Previous literature has shown that RHQ represents a dynamic phenomenon
(Daniels 1986, Lasserre 1996, Schütte 1997, Piekkari et al. 2010). In one of the
very early accounts of RHQ, Parks (1969: 84) stated that “naturally, [European
headquarters’] role will change with the times.” However, the following research has shown that it is not only the role of RHQ that changes, but also its
location (Dunning 1988, Perry et al. 1998, Laamanen et al. 2011) and its geographic scope (Ambos & Schlegelmilch 2010, Nell et al. 2011b). Furthermore,
RHQ may disappear entirely and be replaced with alternative organizational
structures. Overall, although RHQ has attracted increasing research interest in
recent years, the research remains relatively scarce and fragmented, and the
dynamism of RHQ in particular has been given limited attention, even though
it seems to be characteristic of RHQ.
On a more general note, Greenwood and Miller (2010) note that despite its
critical nature, organizational design has been a neglected topic and argue that
this is due to its “daunting complexity” (p. 78), both as a topic and research
endeavor. Consequently, MNC literature seems to rely on a paradigm of two
13

actors, headquarters (HQ) and subsidiary, and arguments have been made
that this paradigm is overly dominant in MNC research and does not leave
room for the more complex realities in these organizations (Rugman &
Verbeke 2001, 2004, Enright 2005b). Furthermore, MNC literature often
leaves the HQ undefined or refers implicitly to corporate headquarters (CHQ),
thus missing the diversity of the various HQ in contemporary, complex MNCs
(Barner-Rasmussen et al. 2010). Arguments have also been made that HQ suffer from a lack of attention, due to the recent focus on subsidiaries and their
varying roles (Collis et al. 2012, Nell & Ambos 2013).
This thesis will address questions on the dynamism of RHQ, i.e. how and
why RHQ changes and evolves over time. Such changes can relate to the role,
location, or geographic scope of RHQ, but more fundamentally, dynamism
also includes the birth and death of RHQs. Moreover, this study explores and
explains RHQ as a specific type of HQ in its special context – the complex
combination of the MNC’s organizational structure and the geographic and
cultural environment of its location and region. The focus is on the factors and
processes that affect the evolution of RHQ within the MNC organizational
structure. Following from the discussion above, in this thesis I will address a
simple, yet fundamental research question: Why do regional headquarters
live and die?
In order to address this research question, it is important to understand
RHQ more thoroughly, Significant research has been carried out in the past,
focusing predominantly on two areas. First, a largely phenomenological literature has appeared, seeking to understand which roles RHQ perform within the
MNC and explaining the reasons for their establishment (e.g. Grosse 1981,
Daniels 1986, 1987, Schütte 1998, Lasserre 1996, Lehrer & Asakawa 1999,
Yeung, Poon & Perry 2001, Enright 2005a, 2005b). A second area of interest is
the location selection and relocation of RHQ (e.g. Heenan 1979, Ho 1998, Perry, Yeung & Poon 1998). However, many questions remain open, leading to the
first of four more specific sub-questions:
1. What do we know of the RHQ phenomenon and what remains unknown?
The purpose of the thesis is to understand and explain why RHQ exist and why
they sometimes cease to exist. These questions are fundamentally dynamic,
relating to processes, changes and time. Previous research on RHQ dynamism
has explored important topics, such as changes in roles and structures (Schütte 1995, Piekkari et al. 2010), RHQ evolution through stages (Lasserre 1996),
temporality of RHQ (Lasserre 1996, Ambos & Schlegelmilch 2010), and RHQ
mobility (Perry et al. 1998, Laamanen et al. 2012). However, extant research
remains scarce on some key questions on RHQ dynamism. For example, we
have little knowledge on the processes through which RHQ add value within
MNC, and on the underlying mechanisms for the continued existence of RHQ
– their life - and particularly on the disappearance of RHQ – their death.
Hence, I will ask three further, more specific sub-questions:
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2. When does an RHQ add value to MNC management?
3. What explains the survival or demise of an RHQ within an MNC?
4. How do the external and MNC environments affect the evolution of
RHQ?
The main research question and the four sub-questions are all open in their
character. This means that I am not assuming any particular outcome at this
point. The nature of the outcomes and potential interrelations will be revealed
through the literature review and empirical study, as will be described next.

1.2 Structure of the study
The study builds on four essays examining RHQ dynamism with different
methods and from different perspectives, each one addressing one of the research questions presented above. Essay 1 explores our current knowledge on
RHQ with the help of a systematic literature review, while the other three report empirical studies looking at RHQ on three different levels. Hence, Essay 2
will focus on the processes by which an individual RHQ adds value to MNC
using parenting theory and a case study method. Essay 3 investigates the factors predicting whether an RHQ retains or loses its RHQ mandate through
agency theory and a quantitative study. Essay 4 looks at an entire population
of RHQ and explores the impact of the environment on that population, applying qualitative methods and organizational ecology as a frame. Figure 1 below
summarizes the topics and theoretical perspectives of the four essays. The essays will be presented in Part II of this thesis.

Figure 1: The structure of the thesis (applied from Mäkelä 2006)

Before embarking upon the four essays, I will present the summary part of the
thesis (Part I). This introductory chapter will be followed by a discussion of the
existing literature relevant to the topic. More specifically, MNC literature will
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provide a theoretical context for this study, which is fundamentally grounded
in the context of MNCs. I will also cover literature on headquarters, subsidiaries, and the relationship between them. I will then shift to RHQ. Since Essay 1
provides a systematic and comprehensive review of published RHQ research, I
will make here a short summary of the RHQ literature and limit my attention
to the definition of RHQ. The literature review will conclude with a brief summary of the three theoretical perspectives that will be applied in the empirical
essays.
The literature review will be followed by a thorough discussion of the research methodologies, context and data in this mixed method study. This section will start with a careful description of the empirical context, in order to
provide the reader with a proper background understanding of the complexity
of the subject matter. After this, I will present the empirical data and how it
was collected. I will then discuss the research methods applied in the study,
including qualitative and quantitative methods. The chapter will finish with an
assessment of the quality of the research presented in the thesis.
Before embarking on a discussion of the findings, I will briefly summarize
the four essays and their contributions. For the benefit of the reader, the analytical framework developed in this study will be applied in the discussion,
which will first present the key findings of the thesis. Then, in the light of these
findings, I will discuss the nature of RHQ and RHQ dynamism. The final concluding chapter provides short answers to my research question, compiles the
key contributions of the thesis, discusses the potential managerial implications, and finally suggests some opportunities for future research.
Before delving deeper into the topic of this thesis, I will briefly clarify the
terminology. Throughout the summary part I will use the term multinational
company and the corresponding abbreviation MNC. This term is also consistently used in Essay 1, Essay 2 and Essay 3. However, in Essay 4 we employ the
term transnational corporation, with the abbreviation TNC. This is due to the
fact that this manuscript has been accepted for publication in the edited volume Transnational corporations and transnational governance (Lundan
2014 forthcoming) using this term throughout the volume. While I
acknowledge that these terms have different historical and theoretical origins,
meanings, and connotations, I will use them interchangeably. I further
acknowledge the existence of the terms multinational corporation (also abbreviated MNC), multinational enterprise (MNE), and multinational firm,
which I also regard as synonyms. Finally, in all of the direct quotes throughout
the thesis, I will always use the original term and abbreviation, signified with
quotation marks.
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2. Literature review

2.1 MNC as a research context
Multinational companies are the object and context of this thesis. One could
argue that RHQ can only exist within an MNC. Without elaborating more on
that argument, it is evident that it is important to understand the MNC in order to understand the RHQ. Analogically, it is important to know the research
on MNC in order to carry out research on RHQ. Hence I will now discuss some
of the key concepts and ideas related to MNCs. Since the literature on MNCs is
vast, I will focus on those topics that are most relevant in providing a context
for the further discussion in this thesis. After discussing the nature of MNC
conceptually, I will briefly discuss the research on headquarters (HQ), subsidiaries and the relationship between them.

2.1.1

Concept of MNC

“Indeed, if we are to judge men, as Paul Weiss put it, "by the kind of world they are
trying to build," the senior executives engaged in building the geocentric enterprise
could well be the most important social architects of the last third of the twentieth
century. For the institution they are trying to erect promises a greater universal sharing of wealth and a consequent control of the explosive centrifugal tendencies of our
evolving world community.” (Perlmutter 1969, p. 18)
The finishing words of Howard Perlmutter’s (1969) seminal article “The tortuous evolution of the multinational corporation” offered an accurate prediction
of the significance of multinational company (MNC) in the decades to come.
MNCs have taken a dominant position in the world economy, to the extent that
corporations currently account for 40% of the 100 largest economic entities in
the world (Keys et al. 2013). But what are MNCs?
An important early work in categorizing MNCs was presented by Perlmutter
(1969), who suggested that MNCs are ethnocentric, polycentric, or geocentric.
Importantly, he also argued for a dynamic element, namely that MNCs evolve
towards geocentric orientation. Equally importantly, the fourth category, the
regiocentric orientation, was added later (Heenan & Perlmutter 1979).
Forsgren (2008) places the origin of MNC research in the study of American
foreign direct investment (FDI) and argues that Hymer (1976; originally presented in 1960) was the first to take the research to firm level, i.e. to study
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MNCs, and presented the arguments for a firm-specific advantage. Dunning
(1988) added to this the location-specific advantage, and the reasoning for the
existence of MNCs was complemented with internalization theory (Buckley &
Casson 1991) and transaction cost theory (Williamson 1975). Casson (1999)
introduced his information-cost approach to study the evolution of organizational structures. He argued that the most efficient structure is determined by
the level of information costs, combined with the volatility in the MNC’s environment. Barney (1991) further introduced organizational capabilities, and
Kogut and Zander (1992) knowledge, as essential for an MNC’s superiority in
comparison to other forms of organizing.
The other important stream of theoretical development of the MNC concept
relates to its environment, representing more of an open systems view of organization (Scott 1981, Scott & Davis 2007). In addition to the proponents of
the open systems view of organization (e.g. Scott 1981), this stream originates
with Chandler’s (1962) strategy-structure paradigm, giving rise to contingency
theory. Contingency theory suggests that the firm’s strategy must have a continuous fit with its environment and consequently its organizational structure
and control systems must be aligned with the resulting strategy (Forsgren
2008). An important extension of contingency theory is information processing theory (Egelhoff 1982, 1988), which argues that information is critical
for efficient decision-making and that the amount of information processing
required depends on the MNC’s context and strategy. This theory is intimately
linked with the question of centralization and decentralization, as the organizational structure will dictate at which level information is processed most
efficiently.
Stopford and Wells (1972) took a dynamic perspective on the MNC’s organizational design in introducing their model, where the MNC evolves through
certain structural phases, ending up with a matrix structure. Another important theoretical construct in the application of contingency theory in MNC’s
organizational structure is the integration-responsiveness grid (I-R grid) introduced by Prahalad and Doz (1987). This grid combines two dimensions, the
MNC’s need for global integration and the market-driven need for local responsiveness (also referred to as global-local, or even glocal) at country level.
This construct gave rise to Bartlett and Ghoshal’s (1989) typological model for
organizing MNCs as international, multinational, global, or ultimately transnational. The transnational is a firm that will be able to combine high levels of
global integration with high levels of local responsiveness through its organizational design.
A very much related concept is Hedlund’s (1986) heterarchy, which he built
on the basis of Perlmutter’s (1969) classification. Hedlund (1986) introduced it
as a hypermodern MNC, which “first defines its structural properties and then
looks for strategic options following from these properties” (p. 20). In so doing, heterarchy deviates from the contingency theory. Hedlund (1986) further
suggested that a heterarchy would have many differentiated centers and its
managers would have strategic roles across the MNC. He also emphasized the
free flow of information and the firm as a brain, to the extent that “[e]very
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member of the company will in the extreme case be aware of all aspects of the
firm's operations” (p. 24). While few heterarchical organizations perhaps ever
existed in the real world, Hedlund’s (1986) model has been influential because
of its novelty and distinct departure from previous theorizations. It is also important for this study as it stresses the role of organizational design and elevates it as a defining factor of MNC’s strategy.
The ideas behind Hedlund’s (1986) heterarchy and the challenges in balancing the contingency theory’s requirements in versatile subsidiary environments have led to the introduction of MNC as a differentiated network
(Ghoshal & Nohria 1997). This construct models MNC as linkages connecting
the resources in various parts of the organization, including linkages between
subsidiaries. This view is different, however, from seeing MNC as a business
network, which is grounded in a more fragmented view of the environment
and assumes that subsidiaries follow their self-interests (Forsgren 2008). The
business network view constructs MNC as a set of business relationships
across and beyond the firm’s boundaries. The network view is also important,
because it models the subsidiaries as if they were locally embedded in their
host-country environments with customers, suppliers, and other counterparts.
The idea of local embeddedness is applied from Granovetter’s (1985) idea of
the embeddedness of individuals, and has since been extended to internal embeddedness (Andersson & Forsgren 1996, Andersson et al. 2002). Here ‘internal’ refers to embeddedness within the MNC, while ‘external’ embeddedness
refers to relationships with outside parties in the host country. Meyer et al.
(2011) later argued that there is increased complexity in the local interactions
and requirements of embeddedness due to globalization, and that MNCs need
to manage ‘multiple embeddedness’ across the various levels of their networks.
Further contributions have been made by Nell et al. (2010), who related the
subsidiary contribution to the embeddedness of the HQ-subsidiary dyad, and
Nell et al. (2011a) who looked at the overlap between HQ and subsidiary embeddedness. Building on these findings, Nell and Ambos (2013) argued that
HQ will add value only if it is externally embedded in its subsidiaries’ networks, thereby creating yet another dimension for embeddedness. Following
that argument, Hoenen et al. (2014) introduced the concept of regional embeddedness, suggesting that RHQ are embedded in their subsidiaries’ networks and are hence regionally embedded.
One more view of MNC merits attention, namely seeing MNC through the
lens of institutionalization theory. It puts the MNC in the context to which
multiple institutional environments it should adapt. However, this may conflict with the MNC’s own intention to align its operations across the subsidiaries. Forsgren (2008) notes that institutionalization theory has been applied
particularly in three contexts: policy transfer across borders, isomorphism,
and the MNC’s political role. Westney (1993) relates the institutional theory
view of MNC to population ecology and resource dependency, and the institutional view has indeed allowed taking a view on the MNC evolution. The perspectives of organizational ecology and evolution studies will be taken up in
section 2.3.3.
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2.1.2

HQ-subsidiary relationship

Despite the fact that the various views on MNC discussed above seem superficially far apart, they do share a paradigmatic base (Rugman & Verbeke 2001,
2004). They all build on the two actors, HQ and subsidiary, and the relationship between them, and arguments have been made that this paradigm is overly dominant in MNC research and does not leave room for the more complex
realities in these organizations (Enright 2005b). While the focus has shifted
from the original dichotomy (Doz & Prahalad 1981, Egelhoff 1982, White &
Poynter 1984) to a more complex view (Hedlund 1986, Bartlett & Ghoshal
1989, Andersson et al. 2001), and the attention from HQ to subsidiaries (e.g.
Birkinshaw 1996), and further to the relationships between the subsidiaries,
the dominance of the two actors remains. The problem arises from the inability of this paradigm to recognize the complex and often highly integrated
structures in the current MNCs, where country units sometimes become irrelevant, or as Birkinshaw and Pedersen (2009: 368) note, “the result is that the
national subsidiary no longer exists in most developed countries” (emphasis
original). Enright (2005b) argues that his empirical findings provide “clear
evidence that the prevailing paradigm of global headquarters and national
subsidiaries misses an important aspect of multinational organization” (p. 93).
However, despite the criticisms, HQ-subsidiary relationship remains central
in MNC research. An important aspect of HQ-subsidiary relationships and an
intensely studied topic in the MNC literature is how HQ controls the subsidiary. Mentioning three control strategies, centralization, bureaucratization, and
socialization, Edström & Galbraith (1977) suggested that different control
mechanisms are not alternatives but cumulative stages of development; one
control strategy is added to the previous ones. While early studies on MNC
control were based on bureaucracy and administration (Prahalad & Doz, 1981;
Doz & Prahalad, 1981; Doz & Prahalad, 1984), other views soon emerged, for
example the role of organizational culture was emphasized (Ouchi, 1979; Jaeger, 1982; Marschan et al., 1996). In their widely cited literature review Martinez and Jarillo (1989) classified the coordination mechanisms into structural
and formal mechanisms such as organizational design and financial control,
and other, more informal and subtle mechanisms such as task forces, personal
contacts, and socialization.
Various topics covered in the HQ-subsidiary relationship and the views taken
are abundant, as the following few examples on the resource-based and attention-based views will show. Regarding the influence of the parties in the HQsubsidiary relationship, Paterson and Brock (2002) note that subsidiary autonomy has received significant attention in previous literature and provides a
comparison of its advantages over those of more centralized structures.
Mudambi and Navarra (2004) refine the concept and make a distinction between the HQ discretionary and bargaining power based autonomy. They further observe that intra-MNC knowledge flows are a key determinant of subsidiary bargaining power, while Andersson et al. (2007) observe that a strong
local business network is not sufficient for creating such bargaining power.
Another view on the influence is based on the attention that subsidiaries seek
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from HQ, which is limitedly available. Ocasio (1997) argues that decisionmakers’ actions will depend on the issues to which issues their attention is
drawn, and Bouquet and Birkinshaw (2008) construct the concept of attention
from three components: the relative attention a subsidiary receives in comparison to another, competing units; supportive attention, defined as the provision of discretionary resources; and visible attention, which is the explicit and
public recognition awarded to the subsidiary. Bouquet et al. (2009) find a
positive (U-shaped) relationship between an HQ’s international attention and
an MNC’s performance, and Ambos et al. (2010) present attention as an HQ’s
positive response to a subsidiary’s bargaining power, thus linking the two concepts.
One of the most pertinent approaches views the HQ-subsidiary relationship
as a principal-agent relationship and consequently, a stream of literature has
concentrated on looking at how the HQ controls the subsidiary through the
agency theory’s lens (e.g. Eisenhardt 1985, Govindarajan & Fisher 1990, Chang
& Taylor, 1999, Björkman et al. 2004; O’Donnell 2000). Agency theory will be
discussed in more detail in section 2.3.1.

2.1.3

Research on headquarters

Within the extensive literature on MNC, most of the studies make some reference to headquarters. However, HQ often remains undefined, meaning that
implicit assumptions are made regarding what that organizational unit constitutes. As a consequence, HQ becomes an abstract object (or subject) without a
defined content or further understanding of its functioning (BarnerRasmussen et al. 2010). Furthermore, the concept of HQ is easily reduced to
refer to corporate headquarters (CHQ) only, thereby ignoring the variety of
HQ that exist within MNC structures, such as divisional HQ (DHQ) or regional
HQ or their subordinated versions, such as sub-regional HQ (sub-RHQ). In a
way, the attention on HQ has suffered from the recent popularity of the network view, since the focus has been placed on subsidiaries and their varying
roles (Collis et al. 2012, Nell & Ambos 2013).
However, there is specific research on headquarters and their activities.
While the literature focusing on RHQ will be discussed later in section 2.2, I
will now focus on the ‘general’ HQ literature. Andersson and Holm (2010)
have recently edited a volume discussing the various aspects of HQ in contemporary MNC. In their introduction they debate the necessity for HQ and suggest that HQ may have three roles: to choose how MNCs should diversify, to
allocate resources, and to build new strategic assets (p. 5). In the same volume,
Barner-Rasmussen et al. (2010) compared how HQ is represented in four different perspectives of MNC research, which they defined as the design, network, institutional, and critical perspectives. They concluded that while the
design perspective views HQ as an “all-knowing parent,” from the network and
institutional perspectives it is an “outsider lacking in-depth knowledge,” and
from the critical perspective the HQ is “neither legitimate nor knowledgeable”
(p. 90).
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Earlier work on the roles and responsibilities of HQ units makes a distinction
between their hierarchical, geographical, and functional dimensions (Birkinshaw et al. 2006; Piekkari et al., 2010). Hierarchical differentiation was referred to above, producing three types of HQ, corporate, divisional, and regional. Geographic differentiation addresses another academic stereotype,
which displays HQ as an office situated in a single location. This means that
members of the top management team are not necessarily co-located but distributed instead across several geographic locations (e.g. in different countries) (Birkinshaw et al. 2006). Moreover, HQ are increasingly disaggregated
functionally, dispersed geographically across several locations, or even virtualized (Ciabuschi et al. 2012, Baaij & Slangen 2013). Furthermore, another view
suggests looking at the entire MNC management system with HQ responsibilities distributed across several different levels and regions globally (Piekkari et
al. 2010).
Regarding corporate HQ research, Menz et al. (2013) have in their recent literature review presented a framework and observed that existing research is
on the one hand on CHQ characteristics such as roles and activities (e.g. Collis
et al. 2007), integrating activities (e.g. Goold & Campbell 1987), resources and
capabilities (e.g. Foss 1997), structure (e.g. Collis et al. 2012), and location (e.g.
Baaij et al. 2012), and on the other hand on the CHQ in relation to its environment, firm characteristics, the characteristics of its operational units, and
its intermediate and performance outcomes. Menz et al. (2013) identify further
research opportunities in the nature and boundaries, functioning, and staffing
of CHQ, as well as in its relation to operating units and its impacts.
Divisional HQ has also received attention in the prior literature, particularly
regarding its relocation and particularly in the context of Nordic countries.
Forsgren et al. (1995) investigated why DHQs move abroad with a sample of
Swedish MNCs, while Benito et al. (2011) and Lunnan et al. (2011) used a
Norwegian sample to study the decision factors for choosing a foreign location.
Another sample of Swedish MNCs was used by Birkinshaw et al. (2006), while
Euro (2001) studied the locational changes of Finnish DHQ.
The HQ dynamics and the changes in HQ roles have received surprisingly little attention in the existing literature, even if the need to study the transformation has been identified and raised (Ferlie and Pettigrew 1996). I can identify three approaches to this topic: research on centralization and decentralization (e.g. Bartlett & Ghoshal 1989), relocation of HQ units (e.g. Forsgren et al.
1995, Laamanen et al. 2012), and the debate on the temporal or non-temporal
nature of RHQ (Lasserre 1996, Ambos and Schlegelmilch 2010). HQ relocation
studies have looked at all three hierarchical HQ types, i.e. CHQ, DHQ and
RHQ (Forsgren et al. 1995, Yeung et al. 2001, Birkinshaw et al. 2006, BarnerRasmussen et al. 2007, Benito et al. 2011, Laamanen et al. 2012). BarnerRasmussen et al. (2007) explored the relocation of HQ and conceptualized it
as an outcome of six key drivers, with two dimensions (pragmatic and symbolic). The key drivers are control and integration of subsidiaries, inducing HRrelated change, responding to owners and other stakeholders, physical presence in relevant areas, costs and spatial structure of management, and quality-
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of-life (p. 268). They also noted that HQ relocation is a highly complex process. Birkinshaw et al. (2006) found a difference between CHQ, which relocates in response to the demands of external stakeholders, and DHQ, which
seeks better alignment with its own operations or product markets through a
new location. Also Voget (2011) investigated the HQ relocations, and using
secondary data he identified 6% having relocated in 1997-2007, and found tax
rates to have a clear impact on relocations. However, his definition of relocation relies on ownership change, thus including changes across corporate
boundaries.
To finish with, Ciabuschi et al. (2012) noted that there seems to be no theory
about why HQ exist. However, Campbell et al. (1995a) argued that if HQ are
not adding value – but rather destroying it – the business units would be better off without that parent. This theory on parenting advantage will be discussed later on in section 2.3.1, since it provides the theoretical basis for the
discussion in Essay 2.

2.1.4

Subsidiary roles

We now move from headquarters to subsidiaries, whose role has aroused increasing interest among MNC academics, starting in the 1980s and emerging
more strongly since the 1990s. In his summarizing study, Johnston (2005)
identified a number of classifications of subsidiary tasks, originating from the
literature on contingency theory, the integration-responsiveness grid, and
knowledge flows. Johnston noted that this research stream has strong Canadian origins (e.g. White & Poynter 1984, D’Cruz 1986 and later Birkinshaw
1996), originally driven by the dominance of foreign MNCs in Canada. A number of dimensions have been applied to create these classifications, such as
market scope and product and value-added scope (White & Poynter 1984),
subsidiary autonomy and procedural justice (Taggart 1997), and knowledge
inflows and outflows (Gupta & Govindarajan 1991). Using the integrationresponsiveness grid as their theoretical frame and origin of their dimensions,
Jarillo and Martinez (1990) identified receptive, autonomous and active subsidiaries. With the same theoretical grounding, Bartlett & Ghoshal (1986) classified subsidiaries based on the competence of the local organization and importance of the local environment, concluding with roles such as strategic
leader, contributor, implementer, and black-hole subsidiary. Birkinshaw and
Morrison (1995) synthesized the previous typologies and suggested that they
have predominantly focused on roles rather than strategies, and proposed a
‘subsidiary strategy typology’ with ‘local implementer,’ ‘specialized contributor,’ and ‘world mandate’ as the types (p. 733). More recently, based on a typology of subsidiaries integrated from existing literature, Pla-Barber and
Camps (2012) suggested that RHQ belong to a group of ‘active’ subsidiaries
that have acquired advanced roles in the MNC, and simultaneously provide
roles with a high degree of integration and localization (p. 530).
Enright and Subramanian (2007) argued that despite the growing number of
typologies, their results did not seem to converge, and proposed a comprehen23

sive framework based on capability creation and utilization and product and
geographic scope. Johnston (2005) noted that such classifications may be affected by time and place, and more importantly that “subsidiaries… evolve
over time through a path dependent upon factors such as the local business
environment, the subsidiary’s resources and capabilities and the
MNC/subsidiary administrative heritage” (p. 64), thus introducing the dynamic aspect.
Rather than attempting to classify the subsidiaries in various ways, later research has taken another perspective, namely subsidiary charters or mandates,
and the various roles assigned to subsidiaries. Within this stream, Birkinshaw
(1996) investigated how Canadian subsidiaries gain and lose product mandates. He concluded that such mandates must be based on the subsidiary’s
distinct capabilities. Another specific role allocated to subsidiaries is ‘centers
of excellence’ (Holm & Pedersen 2000, Frost et al. 2002), as well as R&D function (Nobel & Birkinshaw 1998, Asakawa 2001). Also, subsidiary initiative taking has been studied (Birkinshaw 1997; for a literature review see Strutzenberger & Ambos 2014), and also how it leads to building firm-specific advantage (Birkinshaw et al. 1998). Moreover, subsidiary performance has attracted wide research interest, to the extent that Schmid and Kretschmer
(2010) conducted a literature review and created a framework of performance
evaluation based on it. Looking at the organizational world through the lens of
roles and charters, the supporters of this viewpoint would often see a regional
mandate as just one alternative role that a subsidiary can be granted. They
would therefore argue that an RHQ is not a specific organizational entity, but
merely another subsidiary with a regional role. While I acknowledge the simplicity of this idea and its other merits, I argue that this view is flawed, due to
the special characteristics of RHQ.
Turning to the dynamism of subsidiary roles, Paterson and Brock (2002)
identified in their subsidiary management literature review a stream of research on ‘subsidiary development.’ Within this stream, Birkinshaw and Hood
(1998) studied the subsidiary evolution and summarized various views in the
prior literature, identifying varied drivers of evolution, such as technology
transfer (product life cycle), growth of resources (network perspective) and
local environment growth (regional development). Building on the resourcebased view, they constructed subsidiary evolution as a combination of capability and charter change, arguing that since many of the resources are mobile,
subsidiaries are able to compete for them, thereby working together to drive
subsidiary evolution. They further defined five generic subsidiary evolution
processes, based on different developments in the subsidiary’s capabilities
(depletion vs. enhancement) and charter (loss vs. gain).
Some interesting findings have emerged in the previous studies regarding
the factors leading to subsidiaries either retaining or losing their mandates.
Birkinshaw (1996) suggested that the mandate loss can be due to subsidiary’s
own actions (spin-off or divestment) or a parent-driven phase-out, while
Galunic and Eisenhardt (1996) argued that charter changes are an adaptive
device for MNCs in fast-paced environments. Paterson and Brock (2002) sug-
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gested that subsidiary development is driven by HQ determinants and subsidiary-level and local-environment determinants. In their study of subsidiary
charter removals, Dörrenbächer and Gammelgaard (2010) concluded that the
removal happened through the interaction of multiple factors. More specifically, they observed that a subsidiary’s charter removal is often related to its lack
of subsidiary-specific advantages, combined with a peripheral location in the
organization. Regarding charter retention, they suggested that it is related to a
subsidiary’s ability to embed in the external environment and to make resources drawn that way useful for the MNC.

2.2 Regional headquarters
Since Essay 1 contains a systematic review of the published literature on RHQ
research, here I will only briefly summarize the key findings and arguments
from previous RHQ research. In so doing, I will discuss more thoroughly the
definition of RHQ, bringing different views to the stage and suggesting a new
conceptualization of RHQ, which is also presented in Essay 1.
Regional headquarters appeared in the MNC organizations first after the
World War II and started to become more common place in the 1950s and
1960s, when the American MNCs expanded their operations in Europe. Along
with the expanding role of MNCs in the world economy, their continuous internationalization, which in turn led to new and more complex organizational
structures, started to attract the interest of academics. The first articles published on RHQ (Williams 1967, Parks 1969) provided relatively practical guidance for the management audiences on the topic, discussing how to make such
a new organizational unit work. Also, the questions of location selection were
addressed early on, both in the European context (Williams 1967) and more
generically (Heenan 1979).
Research on RHQ gained momentum in the 1990s under the simultaneous
influence of three phenomena: emergence of new organizational forms, both in
practice and research; the European integration; and the rapid growth of Asia
as the third triad region. These phenomena created both theoretical and normative interest in RHQ: why do they exist, what are they used for, and what
should they look like? The integration-responsiveness grid (Prahalad & Doz
1987) provided the first theoretical tool to explain the role of RHQ between the
HQ and the subsidiary (see for example Lehrer and Asakawa 1999). Attention
was put on the role of RHQ in the new, integrating Europe (e.g. Daniels 1986,
1987, Sullivan 1992, Kidd & Teramoto 1995, Schütte 1998), but even more on
the expansion in Asia (Lasserre 1996, Schütte 1997, Ho 1998, Perry et al. 1998,
Lasserre & Schütte 1999), where the RHQ took a key role in many MNC’s entry
to the region (Schütte 1995).
While the more recent literature is theoretically more advanced (e.g. Piekkari
et al. 2010, Laudien & Freiling 2011, Nell et al. 2011b, Alfoldi et al. 2012), it
was this era that aroused interest in the definitions and typologies of RHQ,
suggested most notably by Lasserre (1996), Schütte (1998) and Enright
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(2005a, 2005b), all working empirically in the Asian context. More recently
and reintroducing the European context, Ambos and Schlegelmilch (2010) and
Alfoldi et al. (2012) have contributed with their thorough classifications.
In geographic terms, a key question in RHQ research is the context specificity as opposed to the generalizability of the findings. In extant research the focus was first on European RHQ as a bridgehead for American (Williams 1967,
Parks 1969, Daniels 1986, 1987) and Japanese MNCs (Kidd & Teramoto 1995,
Lehrer & Asakawa 1999). Special attention to Asian RHQ has been paid by e.g.
Morrison et al. (1991), Lasserre (1996), Schütte (1997), Yeung et al. (2001),
and Enright (2005a, 2005b). Other regions have aroused only very limited
interest: Latin American RHQ have been studied by Grosse (1981) and PlaBarber and Camps (2012), Australia as a potential RHQ location by Avenell
(1996), and a location choice for African RHQ by Luiz and Radebe (2012).
These regions have very different characteristics. Europe has a long history of
MNC embeddedness, while in Asia such history is still very short. However,
both Europe and Asia share a multitude of countries, cultures and languages,
while America has only three dominant languages, much less market segmentation and a more cohesive historical background. Such differences call for
caution when considering which research findings are context-specific and
which findings could be generalized.
Table 1: RHQ literature organized along the key topics (an article / book chapter
may be mentioned under several topics)
Research on RHQ roles
Phenomenological origins of
RHQ research
Daniels (1986)
Daniels (1987)
Dunning (1988)
Heenan & Reynolds (1975)
Ho (1998)
Lasserre & Schütte (1999)
Parks (1969)
Parks (1974)
Williams (1967)

Developing RHQ typologies

Regional strategy and RHQ

Alfoldi, Clegg & McGaughey (2012)

Ambos & Schlegelmilch (2010)
Ghemawat (2005)
Lasserre (1996)
Lehrer & Asakawa (1999)
Li, Yu & Seetoo (2010)
Schütte (1995)
Yeung, Poon & Perry (2001)

Ambos & Schlegelmilch (2010)
Asakawa & Lehrer (2003)
Enright (2005a)
Enright (2005b)
Lasserre (1996)
Laudien & Freiling (2011)
Lehrer & Asakawa (1999)
Li, Yu & Seetoo (2010)
Lunnan & Zhao (2014)
Paik & Sohn (2004)
Paik & Sohn (2004)
Perry, Yeung & Poon (1998)
Schütte (1997)
Yeung, Poon & Perry (2001)

Research on RHQ location
Location selection
Dunning (1988)
Heenan (1979)

Ambos & Schlegelmilch (2010)
Edgington & Hayter (2013)
Kähäri & Piekkari (2014 forthcoming)

Lasserre (1996)
Li, Yu & Seetoo (2010)
Parks (1969)
Piekkari, Nell & Ghauri (2010)
Pla-Barber & Camps (2012)
Schütte (1995)
Schütte (1997)
Schütte (1998)
Williams (1967)
Yeung, Poon & Perry (2001)

Other topics

RHQ mobility and locational
dynamism

Holt, Purcell, Gray & Pedersen (2008)

Ambos & Schlegelmilch (2010)
Dunning (1988)
Ho (1998)

Laamanen, Simula & Torstila (2012)

Laamanen, Simula & Torstila (2012)

Lasserre & Schütte (1999)
Laudien & Freiling (2011)
Parks (1969)
Perry, Yeung & Poon (1998)
Pla-Barber & Camps (2012)
Williams (1967)
Yeung, Poon & Perry (2001)
Yoost & Fisher (1996)

Lehrer & Asakawa (1999)
Perry, Yeung & Poon (1998)
Yeung, Poon & Perry (2001)
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Research on geograhic scope
of RHQ

Changes in RHQ role: stage
models / debate on temporality

Ambos & Schlegelmilch (2010)
Daniels (1986)
Ghemawat (2005)
Grosse !981)
Lasserre & Schütte (1999)
Nell, Ambos & Schlegelmilch (2011)

Schütte (1997)

Channon (1976)
Hoenen, Nell & Ambos (2014)
Kidd & Teramoto (1995)
Mahnke, Ambos, Nell &…
...Hobdari (2012)
Poon & Thompson (2003)
Sullivan (1992)

Over the years, research on RHQ has predominantly focused on their roles and
location issues. In order to give a condensed view of the accumulated research
on RHQ, Table 1 summarizes the studies included in the systematic literature
review presented in Essay 1, using the categorization applied in that essay.
Before delving deeper into the definitional questions, I will first briefly review the relevant terminology. ‘Regional headquarters’ is the most commonly
used term in the RHQ literature – or in the literature discussing various regional management entities, in order to avoid circular reasoning. The majority
of the published articles use this term in one of the three ways: 1) as a sole
term, 2) together with other terms but interchangeably, or 3) together with
other terms making a distinction between the concepts. ‘Regional headquarters’ seems to be gaining a dominant position, since the ten articles published
in the last four years (2011-14) use this term and two of them together with
another term (Alfoldi et al. 2011, Edgington & Hayter 2013). However, there
are a significant number of articles using the term ‘regional office’ (RO). Some
researchers use it as the only term (Daniels 1987, Schütte 1995, Perry et al.
1998, Asakawa & Lehrer 2003; interestingly, all of these authors have also
used other terms in other articles), but most often it is used together with other terms (e.g. Williams 1967, Edgington & Hayter 2013). Certain studies make
a clear distinction between ‘regional headquarters’ and ‘regional offices’
(Grosse 1981, Poon & Thompson 2003, Enright 2005a, 2005b); in all of these
studies ‘regional office’ is defined as less autonomous than ‘regional headquarters.’ Also, some other terms have been used, such as ‘regional management
units’ (Williams, 1967) and more specifically ‘regional personnel offices’ or
RPOs (Heenan & Reynolds 1975). Enright (2005a, 2005b) used the term ‘regional management center’ as a cover term including both regional headquarters and regional offices.
These naming conventions are further confused by the varying use of these
terms in the corporate world, since an RHQ may have a different name for a
number of reasons. First, for reasons of organizational politics, the term
‘headquarters’ may be avoided in order to obscure the true nature of the management unit in question. RHQ may thus be called ‘regional management centers’ or ‘regional offices,’ which are more neutral terms. Second, each MNC
tends to have its own corporate language, usually rooted in the native language
of its country of origin. Different languages use different words for such entities, which may again translate differently in English. Third, there may be external reasons related to statutory or tax position of RHQ in a particular country, leading to the use of certain term drawn from the relevant legislation.
Well-known examples are ‘coordination centers’ in Belgium and ‘operational
headquarters’ in Singapore.
No generally accepted definition of RHQ has so far emerged. In fact and perhaps surprisingly, approximately half of the published RHQ studies do not
offer any definition at all. These authors rely on an implicit understanding of
the concept or allude to a definition with role descriptions, for example. The
first, albeit vague, definition was offered by Grosse (1981, p. 51), who suggested a “real” RHQ (vs. regional office) having “management responsibility” for
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subsidiaries. Also Daniels (1986) and Sullivan (1992) referred to line or profit
responsibility. An often quoted definition is that of Schütte (1997, p. 441), according to which RHQ represent an intermediary level “to which authority is
transferred to solve problems in the region which cannot be handled by the
national units, and otherwise would have to be dealt with and acted upon by
headquarters.” Yeung et al. (2001, p. 158) defined "RHQ as a business establishment that has control and management responsibilities for the operation of
one or more other subsidiaries or affiliated companies located in the same host
region." Both Poon and Thompson (2003, p. 201) and Enright (2005a, p. 66;
2005b, p. 84) applied the same definition, with a distinction between RHQ
and regional office: “an RHQ has control over the operation of one or more
other offices or subsidiaries in other countries or economies in the region and
does not need to make frequent referrals to or consultations with the overseas
parent HQs… an RO is responsible for general business activities in its own
and other countries or economies in the region, but is less autonomous than
an RHQ”. Laudien and Freiling (2011, p. 112) define RHQ “as organizational
units that are hierarchically situated between the HQ and local subsidiaries
[and e]ndowed with managerial discretion and responsibility confined to a
certain region”. Finally, Nell et al. (2011, p. 91) defined RHQ “as an organizational unit concerned with and involved in the integration and coordination of
activities that provide the link between the region and the HQ.”
What does this plethora of definitions give us, perhaps reflecting it with the
large number of ‘non-definitions’? An immediate conclusion is that it is difficult to define RHQ in an easy and simple way. Analyzing the definitions in
more detail, certain shared attributes emerge. Most authors note the intermediary nature of RHQ between the HQ and the subsidiary, and many also allude
to its management responsibility. In terms of the object of such responsibility,
the references to local subsidiaries or region are more vague and diverse while
still present in most of the definitions. Even more ambiguity prevails over the
tasks that RHQ performs, ranging between solving problems, control, and integration and coordination.
Based on the above discussion and a related, further discussion in Essay 1, I
conceptualize RHQ as a trichotomy, a combination of three key attributes,
namely role, location, and geographic scope, thus illustrated by a triangle in
Figure 2.

Figure 2: Conceptualization of RHQ
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An important feature (and pre-assumption) of this conceptualization is that it
makes these three variable attributes a matter of investigation rather than predefinition. Another key notion in this conceptualization is the interdependence
between the three attributes, i.e. they are all in relation to each other and cannot be defined without influencing each other. The role and location questions
have been discussed extensively in the RHQ literature, but geographic scope
has received much less attention. Each one of them will be briefly discussed
below.
A number of typologies and categorizations on the role of RHQ have been
made available in the previous literature (see Essay 1 for a detailed discussion).
Among the most prominent ones are those by Lasserre (1996), with entrepreneurial and integrative functions as the key dimensions, and by Enright
(2005a), who used cluster analysis to identify four major types of RHQ. Ambos
and Schlegelmilch (2010) and Alfoldi et al. (2012) have presented comprehensive categorizations, which also build on the distinction between entrepreneurial and integrative roles. Ultimately, the MNC (or CHQ) will define how it
wants the RHQ to add value in the organizational structure and thus the role
to be performed by the RHQ. Depending on the MNC’s needs, the role may be
more entrepreneurial or more integrative. These needs are driven by a multitude of factors, including (but not limited to) the administrative heritage and
the regional strategy.
Another, largely ignored aspect is whether the role of RHQ is dedicated or
mandated (Alfoldi et al. 2012). A dedicated RHQ is a unit which has as the sole
task of managing subsidiaries (or other market units) within a given geographic region. It is often established as a green-field unit, but may also emerge from
a subsidiary mandate over time. In the literature, RHQ are often implicitly
understood and conceptualized as a dedicated unit, perhaps reflecting other
types of HQs, which are generally such stand-alone entities. An alternative
option for CHQ is to assign a mandate (charter) to one of its existing subsidiaries to manage a region, which is wider than its own (national) region and covers more than one country.
RHQ location questions have attracted interest from academics, managers,
and politicians alike. The academic interest has centered on understanding the
criteria for selecting the location. While this literature is not as numerous as
the role literature, the location studies take a distinctly quantitative approach
to their investigations. With relatively stringent approaches, Heenan (1979),
Perry et al. (1998), Yeung et al. (2001) and Laamanen et al. (2012) have all
come up with their own set of criteria for location choice, and nothing very
conclusive can be said on the basis of existing studies. This is perhaps due to
the varying empirical circumstances, ranging from Hawaii to Europe and over
to Asia, and due to the variety research strategies. What can be concluded,
though, is the existence of both location related factors, such as tax rates, centrality of location and availability of support services, and also firm specificfactors. Furthermore, it is evident that location is a relevant attribute of RHQ
and is of course intimately linked with the region it is managing.
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The third attribute in my conceptualization of RHQ is the geographic scope,
the region it has been mandated. While its importance has been noted (e.g.
Ghemawat 2005, Nell et al. 2011), practically no empirical research has been
made on the topic. This is surprising since it has managerial relevance (Ambos
& Schlegelmilch 2010) and it would appear to be a relatively straight-forward
object of empirical investigation. It is in any case a defining factor for an RHQ:
who do we manage? In other words, the geographic scope defines the objects
of the entrepreneurial and integrative functions that RHQ perform.

2.3

Theoretical underpinnings

In the following brief sections I will address three theoretical approaches,
namely parenting theory, agency theory, and organization ecology. These three
theories will serve as the theoretical grounding for Essays 2, 3 and 4 and were
selected because they help in constructing the theoretical arguments in those
studies, and provide relevant structure to the empirical analysis. Other theories, such as institutional theory, could serve the same purpose, but these theories were selected on the basis of providing best support for each research
question at hand. Parenting theory helps in building the notion of added value
and in constructing the processual framework in Essay 2, while agency theory
serves hypothesis building and explanation of the results in Essay 3. Essay 4
builds the empirical analysis on the key concepts of organizational ecology
with distinct strengths when the unit of analysis is at the level of population.
While each essay will establish more nuanced linkages with the RHQ literature, they will be introduced here from a more general point of view.

2.3.1

Parenting theory

Parenting theory is perhaps not a theory in the strict sense of the word, but
rather a normatively oriented approach to conceptualize the relationship between the HQ and its subsidiaries (or rather the business units it manages).
Importantly, it addresses the role of HQ in the MNC in relation to interaction
with the subsidiaries. It involves a stream of literature that Menz et al. (2013)
called ‘practice-oriented’ and Ferlie and Pettigrew (1996) classified under ‘value creation and competition.’
Parenting theory builds on Chandler’s (1962, 1991) original idea that the
basic functions of corporate headquarters are entrepreneurial and integrative.
The purpose of the entrepreneurial function is to create value, while the integrative function aims at loss prevention. Foss (1997) has discussed these functions, calling them positive and negative views, and argues that CHQ performs
a parenting function, using knowledge-direction and flexibility functions.
Knowledge-direction means the ability of the CHQ to establish processes and
structures that allow disseminating information and flexibility refers to its
ability to change the roles and responsibilities in the organization. The entrepreneurial and integrative functions have also been discussed by Lasserre
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(1996) and Ambos and Schlegelmilch (2010). Alfoldi et al. (2012) provided a
comprehensive categorization of HQ tasks at different organizational levels;
they divided them into entrepreneurial and integrative roles (they identified
five key functions under both roles).
Campbell et al. (1995a) introduced the concept of parenting advantage
(originally mentioned in Goold & Campbell 1991), and Foss (1997) stated that
“a firm has a parenting advantage relative to other firms when… it… perform[s] these effects more efficiently than other firms” (p. 325). This implies
an important point, that the parenting advantage is originally constructed between firms rather than between different units within a firm. Campbell et al.
(1995a) further argued that if an HQ does not add value – but rather destroys
it – the business units would be better off without that parent. They also presented three conditions under which HQ generates value: the mandated business unit should have room for improvement, i.e. offer a parenting opportunity, and respectively HQ should possess capabilities to respond to this opportunity, i.e. parenting characteristics. Finally, parent should have an adequate
understanding of the business and its critical success factors (see also Goold et
al. 1994).
Andrew Campbell and Michael Goold have been the strongest proponents of
parenting theory, having developed the theory and expanded its application
through a series of articles they have authored together and with others. In
Campbell et al. (1995a) they introduced the basic concepts, in Campbell et al.
(1995b) they discussed parenting fit, and in Goold et al. (1998) they linked
parenting theory with corporate strategy. In Goold and Campbell (1998) they
explored the relationship between parenting opportunity and synergy, and in
Goold and Campbell (2002) they investigated parenting in complex organizations and suggested different parenting functions for such organizations.
In addition to the above constructs, what is novel in the parenting theory is
the idea that a parent can also be replaced. This notion is perhaps more feasible when discussing parenting businesses than parenting individual subsidiaries, particularly if they operate in an international integrated business. However, the notion is relevant for intermediary HQ (such as RHQ), where an internal alternative for the parent exists and a change of parent could thus be
made relatively effortlessly.
As an extension to simple parenting advantage and in relation to RHQ specifically, Ambos and Schlegelmilch (2010) suggest that RHQ offer three types
of advantages to MNCs, namely parenting, knowledge and organizational advantage. The parenting advantage requires that the RHQ knows the local environment and is able to support the local units, for example through pooling
resources. The knowledge advantage requires that the RHQ assumes a role in
combining knowledge from the global operations with e information from the
local markets. It can also transfer knowledge between subsidiaries. The organizational advantage allows the RHQ to act as “an organizational pressure
valve” in managing the tension between global integration and local responsiveness (p. 63). One could, of course, construct the organizational and
knowledge advantage as functions within the parenting advantage.
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The above example illustrates that even if the parenting theory and particularly its concepts seem to gain in popularity (Ambos & Mahnke 2010, Nell &
Ambos 2013), it suffers from certain shortcomings. First of all, the theory has
emerged conceptually and normatively and it lacks proper theoretical grounding, which makes it more difficult to apply in more theoretically oriented literature. Second, the theory lacks empirical support. The original work presenting the theory and its key concepts relied on illustrative cases rather than on
sound qualitative or quantitative analysis. While subsequent research has applied more stringent empirical methods, only some of the theoretical concepts
have been applied (e.g. Nell & Ambos 2013). Third, and related to the lack of
theoretical grounding, some of the key concepts lack profound definitions. For
example, we do not understand properly how management expectations and
perceptions affect assessment of the added value or to what the value is ‘added,’ i.e. how the ‘base value’ is defined. Fourth and closely related to previous
shortcomings, the number of researchers developing the theory further remains limited. Some researchers may even avoid using it in fear of being stigmatized by such a ‘managerial’ approach. This has also led to an alarming level
of self-citation (see for example Goold & Campbell 2003). Considering the
theory’s current use and publication in some highly qualified journals with
such shortcomings, parenting theory would certainly benefit from some basic
conceptual and empirical work to strengthen its applicability.

2.3.2

Agency theory

The origins of agency theory are in economics. Ross (1973) notes that “[t]he
relationship of agency is one of the oldest and commonest codified modes of
social interaction” (p. 134). He states that an agency relationship exists when
one party makes certain decisions on behalf of another party and further notes
that application of the construct is universal and in practice covers all contractual arrangements. The key concepts in the theory include the principal, being
the one who grants the agent the right to act on his behalf, the agency cost,
asymmetric information, and moral hazard. The theory postulates that the
principal cannot be certain that his agent’s interests are aligned with his own
interests and is not necessarily able to monitor the alignment. In the presence
of asymmetric information, the agent would be able to benefit from his position, creating a moral hazard, and thus incurring agency costs for the principal.
However, the principal may attempt to align the agent’s interests by using
incentives or he may seek to control the agent to prevent unwanted behavior
(Jensen & Meckling 1976, Holmström 1979, Fama 1980). As a consequence,
Jensen and Meckling (1976) define agency costs as the sum of monitoring expenditures by the principal, bonding expenditures by the agent, and the residual loss (pp. 5-6).
Agency theory is widely used in MNC research. It is particularly suited for
the purpose since it aligns well with the prevailing HQ-subsidiary paradigm. In
this construct, the HQ is modeled as the principal and the subsidiary as the
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agent, and consequently the HQ-subsidiary becomes a principal-agent relationship. HQ incurs agency costs for incentivizing and controlling the subsidiary (management). While it had been widely used previously, agency theory
gained further popularity after Eisenhardt (1989a) published her assessment
of its applicability to organizational research. She made a distinction between
two streams of agency theory research: a positivist orientation focusing on the
governance mechanisms that solve the agency problem in large corporations
and a principal-agent orientation taking a more abstract stance and generating
more generally applicable results. In her comparison with the mainstream
organizational theories of the time (e.g. Chandler 1962, Galbraith 1973), she
found significant similarities in their assumptions, in particular to the control
literature (e.g. Thompson 1967, Ouchi 1979). Eisenhardt (1989a) emphasizes
agency theory’s underlying assumptions of people having self-interest and the
role of information as commodity. Even if Eisenhardt (1989a) started by asking whether it is a “grand theory or great sham” (p. 57), she ended up arguing
for its benefits and recommending its use, concluding that “Agency theory
provides a unique, realistic, and empirically testable perspective on problems
of cooperative effort.” (p. 72)
Based on Eisenhardt’s (1989a) assessment, agency theory seems well suited
for studying the cooperative effort of using RHQ to manage the relationship
between the CHQ and subsidiary. In fact, agency theory has been applied in
the study of RHQ before, by Alfoldi et al. (2012). Also, Zeira et al. (2004) combined agency theory and RHQ as empirical material in their performance assessment comparison. O’Donnell (2000) studied foreign subsidiary control
and concluded that while agency theory was useful, it was not able to explain
the phenomenon fully. Yu et al. (2006) applied it to study how HQ controlled
the local linkages of their subsidiaries. Filatotchev and Wright (2011) argued
for the use of agency theory in studying MNC governance, to go beyond the
limitations of the internationalization theory. Mellahi and Collings (2010) applied agency theory in understanding talent management failures, and Björkman et al. (2004) in studying knowledge transfer in MNCs. Furthermore,
Chang and Taylor (1999) examined type of subsidiary control HQ used and
Kim et al. (2005) the governance structures’ dependence on the subsidiary
role, both with the help of agency theory. The breadth and variety of the studies taking advantage of agency theory in the MNC context prove that it can be a
helpful – and even a powerful – tool to understand such complex phenomena.

2.3.3

Organization ecology

Ecological models present a level of analysis in the organizational studies that
looks at sets of organizations in relation to their environments, i.e. the ecologies they inhabit (Carroll 1988, Hannan & Freeman 1989). Scott and Davis
(2007) classify organizational ecology within ecological natural open systems
models, together and thus closely related with resource dependency and institutional theories. Among these models, population ecology is perhaps the most
widely known, drawing parallels from biological organisms (Carroll 1988,
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Hannan & Freeman 1989). Typically, population ecologists study the survival
and death rates of organizational populations in a single geographical area.
Hannan and Freeman (1978) distinguish between the three ecological processes of evolution, and Van de Ven and Sun (2011) explain that the variation process generates entirely new (organizational) forms, while the selection process
involves competition among existing forms, and the retention process maintains the successful traits. As a theoretical perspective it gives credit to the effects of history and context on organizational life.
What unites researchers working with this paradigm is the firm belief that
the organization operates in an open system characterized by a relationship of
interdependence with its environment. According to Aldrich (1999), organizations evolve as an outcome of interactions between external events and internal factors. This takes place at the level of a population or community so that
environments select which organizations survive (Aldrich & Pfeffer 1976),
which makes it relevant to study populations, when attempting to understand
organizational survival as I do in this thesis. However, Van de Ven and Sun
(2011) point out, that organizations do not remain passive to the environmental change but rather presume active adaptation. In other words, those organizations that closely fit the environmental requirements survive while others
degrade and die.
In their edited volume on organization theory and the MNC, Ghoshal and
Westney (1993) brought to the fore the uniqueness of this organizational form
as a target of research. They pointed out that evolutionary processes take place
at multiple organizational levels such as the headquarters and local subsidiaries. Each unit is simultaneously embedded both in the corporate environment
as well as in the local national environment and its population of business
firms, producing several ecological sub-systems. In his chapter of this volume,
Delacroix (1993) explicitly extended population ecology to the heterogeneous
environment of the MNC and argued for its explanatory and predictive power.
While there are a number of evolutionary models available and while the models of organizational ecology have been used extensively before, Delacroix
(1993) thus brought organizational ecology specifically to the study of evolution of MNCs and their subsidiaries.
Despite its attractiveness, population ecology has also been criticized as a
theoretical perspective. Betton and Dess (1985) point to issues in the application of population ecology models related to the overemphasis on structural
inertia, the operationalization of organizational species, and the specification
of environmental characteristics. In a similar vein, Westney (2009) criticizes
population ecologists for focusing too much on the selection process and its
outcomes at the expense of variation and retention. Mizruchi and Schwartz
(1987) add that population ecologists deemphasize the impact of power relations, which in their view may sometimes take precedence over environmental
fit.
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2.4 Theoretical and analytical framework
After reviewing the relevant literature on MNCs, HQ, and especially RHQ, I
will now return to the research question, which was earlier stated as why do
regional headquarters live and die? In this thesis my aim is to provide answers to this question with a help of a framework, shown in Figure 3. This theoretical and analytical framework was constructed on the basis of the comprehensive review of the RHQ literature in Essay 1 and is hence presented there.
The framework hence builds on the RHQ literature on roles (Enright 2005a,
2005b, Ambos & Schlegelmilch 2010, Alfoldi et al. 2012), location (Heenan
1979, Yeung et al. 2001), geographic scope (Ambos & Schlegelmilch 2010, Nell
et al. 2011b), and dynamism (Lasserre 1996, Piekkari et al. 2010). The definition of role further builds on the original definitions of Chandler (1962, 1991)
and the entire construct owes to open systems view (Scott 1981, Scott & Davis
2005), contingency theory (Lawrence & Lorsch 1967), and the integrationresponsiveness grid (Prahalad & Doz 1987). At this point I will also note that
the framework takes support from parenting theory, agency theory, and organizational ecology, and remains at the level of abstraction, which will not contradict the basic assumptions of those three theories used in Essays 2, 3, and 4.
While the framework is not applied as such in those essays, it will be used later
in section 5 to facilitate discussion of the key findings of these essays.

Figure 3: The theoretical and analytical RHQ framework developed and applied in
this thesis
This simple framework contains two key sub-structures. First, its core is the
conceptualization of RHQ as a trichotomy of role, location, and scope, which
was presented earlier in this thesis (see section 2.2). Second, surrounding the
RHQ are three groups of factors, those emanating from the CHQ or from the
MNC as a contextual structure, from environmental factors, more specifically
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from the local and regional environments of RHQ, and from the subsidiaries it
is mandated to manage. The fourth element contains the intermediate and
performance outcomes of RHQ activities.
Hence the key question in the thesis in relation to this framework is when
will the outcome be the survival of the RHQ, and when will the outcome be its
death. The answers to these two fundamental questions obviously lie in the
other elements of the framework. In other words, what constellation of factors
will lead to survival, and what will lead to death? Furthermore, what are the
underlying processes and relations that will generate such outcomes? It is the
purpose of this framework to help me give clear and understandable answers
to these superficially simple, but fundamentally complex questions. Again, it
should be noted that this framework suggests an open set of relations, in line
with the open character of the research questions (both overall and subquestions). In other words, the framework proposes an interrelation between
its components, but the effects of specific factors and expected relations are
formulated on the basis of theories, methods and empirical analysis applied in
each essay.
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3. Research methodology

3.1 Ontological and epistemological foundations
Each and every study is an outcome of the intellectual work of the person who
carried it out and reported it. During the scientific process the researcher
makes decisions and assumptions that are based on his prior knowledge and
view of the world. It is therefore important to reveal the intellectual origins of
this thesis and its author.
I will proclaim myself a pragmatist (Dewey 1910) and in that philosophical
spirit will explore its consequences with the help of Vincze’s (2013) somewhat
unrelated note that “pragmatists implicitly assume that models are built from
parts of other models and empirical data on a trial-and-error basis, complemented with some heuristics and intuition” (p. 168). This description bears
resemblance to building objects with Lego bricks, a dear and intense hobby in
my childhood years. One could argue that this thesis is constructed very much
in the way Vincze (2013) describes, using theoretical and empirical ‘bricks’ to
construct models or higher-order constructs such as frameworks in a way that
seems to work and provide results (Hurmerinta-Peltomäki & Nummela 2004).
These models and frameworks are then reapplied in order to clarify the topics
under discussion. Vincze (2013) also highlights the heuristic nature of pragmatism, which entails a looped search for an improved result, an orientation applied in the build-up of this thesis, following an unorthodox but result-driven
route, taking advantage of the opportunities that became available along the
way. The final key concept in Vincze’s (2013) statement is intuition, and here I
refer to my personal background of 15 years in various management positions
in DHL, then operating in 228 countries and territories across the globe. Having worked there at the CHQ, European RHQ, the Nordic RHQ and in a country unit, I have a wealth of tacit knowledge on the functioning of such an organization, which in the construction of this thesis will manifest itself as intuition, and which will help put those Lego bricks together in a meaningful way.

3.2 Data and its contextualization
This thesis bases its empirical analysis on a single set of data from, RHQ in
Finland, a data set which is used in three of the four essays, albeit in different
ways. While each essay describes the specifics of the data set used for those
purposes, here I will describe the entire data set in order to give the reader a
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complete picture of the data used and how it was collected. Specific uses in the
essays are also alluded to.
Before delving into the data, it is necessary to provide some description of
the context. As described earlier, RHQ is embedded in different contexts and
cannot be fully understood without acknowledging its characteristics. When
carrying out longitudinal research, it is particularly important to understand
the changes in the context, and this is what the following descriptions will focus on. I will first give some background on how MNCs and their operating
environments have evolved in the past 20 years. This is highly relevant, since
RHQ are firmly embedded in the MNC structures and many of these changes
have a direct effect on their role and position within the MNC structure. Then I
will provide some more detailed information on Finland as a context for the
RHQ population, also looking into the evolution of the population. Finally, I
will also describe how the data were collected.

3.2.1

Changing world for MNCs

If we look back to see how the world seemed to MNCs managers some 20 years
ago, the changes that have occurred up to the present are evident. The international trade flows have grown more than two-fold (UNCTAD volume indices
for world export and import doubled between 1995-2006i), making the whole
world much more dependent on global business. MNCs themselves have been
pivotal to the internationalization of the business as enablers of the rapid
change, and may have even been the drivers of the change in their search for
growth. In past years, MNCs grew tremendously both in size and number. The
number of MNCs went from 35,000 in 1992 to 78,000 in 2006 (United Nations World Investment Report 2007). Also, the revenues of the Fortune 500
companies more than quadrupled in the twenty years from 1989 to 2008ii. As
large size and market share are often considered crucial in order to survive in
the globalized market, MNCs have also searched for growth through extensive
activity in mergers and acquisitions. The value of acquisitions grew more than
tenfold between 1987 and 2006iii. All these acquisitions have made MNC organizations not only bigger, but also more complex and culturally diverse, in
terms of both national and organizational cultures. This in turn, has led to
more complexity in control and management. While the financial crisis of
2008 has had a severe impact on many of the above indicators, the overall
trends remain unchanged. It should also be noted that the longitudinal empirical investigation in this study extends to early 2010, when the full effects of
the crisis were not yet fully visible in MNC organization structures.
The rapid internationalization, rapid growth, and increased complexity have
set new requirements for the management of MNCs. When a growing share of
the business takes place outside of the home base, often combined with higher
risks, the knowledge and control of international operations becomes critically
important. Operations are also carried out in countries and business environments which may be unknown to MNCs and less developed in many ways.
However, while these trends drive improved management methods, they also
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drive more standardized approaches to management, as differentiated and
individual approaches become more and more difficult to sustain when the
number of country subsidiaries grows.
On the other hand, there are a number of developments that have made the
lives of MNC managers easier by providing new and improved means to manage their enlarged businesses. One undisputed megatrend in the past decades
has been the rapid evolution of information and communication technologies.
Twenty years ago the Internet did exist, but was used only by a small number
of companies, while today it has become the core communication medium
within MNCs as well as externally. In the same period mobile telephony took
giant leaps from 11 million subscriptions in 1990iv to 6.8 billion subscriptions
in 2012v, with device capabilities unimaginable twenty years ago. Information
systems have also gone from slowly built dedicated systems to globally implemented software solutions, particularly in the area of enterprise resource
planning (ERP) and business intelligence and reporting systems, which combined with the multifold speed in data transfer, have transformed the system
landscape and use in MNCs.
These technological advancements have had tremendous effects on how
MNC managers can in practice manage their organization. Financial control
has become rapid, standard, and effortless, and is also supported by standardization of financial regulations such as IFRS. ERPs offer unimaginable drilldown possibilities, allowing HQ managers to have a view on the detailed financials of any subsidiary, without leaving their desks, almost on-time. E-mail and
file sharing capabilities also enable instant reaction to business issues and fast
dissemination of information across the organization. On the other hand, mobile technology has allowed MNC managers to leave their desks for good. Receiving information and exercising control have become independent of place,
allowing managers to spend more time in subsidiaries and thus strengthening
the role of social control.
Such changes have also had a significant impact on the need for RHQ and
their role and of course also on their ability to manage their mandated units.
Furthermore, since RHQ are inherently international organizations, there are
numerous other developments affecting their operating capabilities. For example, traveling across the regions has become easier with an increasing number of international flight routes, and while security considerations may have
had the opposite effect, the introduction and enlargement of the Schengen
area have allowed borderless travel in Europe. The improvement of language
skills also makes RHQ lives easier, with increasing numbers of people speaking English as a foreign language. International careers have also become
much more common place and easier, particularly in Europe through the European Union integration policies.

3.2.2

Finland as a context for the RHQ population in the past 20 years

Finland may be considered as a somewhat surprising location for a population
of RHQ. Nevertheless, it provides an interesting context for RHQ research,
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and particularly for research of RHQ dynamism, since the country has a significant number of RHQ having undergone numerous changes over the years.
Finland also seems to combine the European historical MNC embeddedness,
since many foreign subsidiaries have deep roots in the country, with exposure
of new and emerging markets in Russia and the Baltics, which are typically
included in the geographic scope of Finnish RHQ. While these circumstances
may provide a fertile ground for this research, such special characteristics call
for caution when considering which research findings are context-specific and
which findings could be generalized. The following description will reveal
some of the special conditions under which the population of the Finnish RHQ
first emerged and later retracted.
Finland is a small and open economy, which was in the post-war era wedged
between the west and the east. While politically and economically part of
Western Europe, Finland had close ties to its powerful eastern neighbor, the
Soviet Union, which was also one of its major trading partners. In the 1990s
the geopolitical position of Finland changed entirely. When the three Baltic
countries regained their independence and the Soviet Union collapsed, Finland suddenly had ‘new’ neighbors, offering interesting business opportunities. Numerous Finnish companies expanded their activities to Russia, the
Baltic countries, and other new countries formed from the Soviet Union (Luostarinen 2000). More importantly, many foreign-owned MNCs which also
had already established local subsidiaries in Finland noticed this development
and followed suit.
These developments were supported on the political and economic side by
Finland’s entry into European Union (EU) together with Austria and Sweden
in 1995, at a time when the EU was rapidly gaining momentum. This put Finland into an interesting geopolitical position regarding the expanding trade
and business ties to the rapidly emerging markets in Russia, the Baltic countries, and other former Soviet republics. With its western legislation and infrastructure, Finland offered a springboard to these markets (Pla-Barber &
Camps 2012), which were attractive but hard to manage due to their outdated
legislation and inadequate infrastructure (Luostarinen 2000). As an example
of this development, the Finnish sea ports became a major transit route for the
trade of western and Asian goods (e.g. cars) to the Russian market.
Similar to Austria in Central Europe, towards the end of 1990s Finland was
considered a stable neighboring country for the emerging Eastern European
markets and thus an attractive location for establishing RHQ. Furthermore,
many Western MNCs looking to expand east already had subsidiaries in Finland able to take on the additional responsibility. These circumstances were
reflected in the number of RHQ established in Finland during the 1990s, since
after many years of practically no growth, the RHQ population in Finland
started to grow at the end of 1980s and exploded in the 10 years to follow.
While the number of foreign subsidiaries with an RHQ mandate in Finland
was 24 in 1985, the corresponding figure only 10 years later had grown more
than ten-fold. By 1999 there were already 375 foreign subsidiaries which had
at the time or had previously had a RHQ mandate. The most rapid growth in
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the RHQ population was experienced in 1992-95, when a total of 182 RHQ
were established in Finland (Luostarinen 2000).
In the following years and until the outbreak of the global financial crisis in
2008, Finland enjoyed strong economic growth. At the same time, international activity continued expanding rapidly, illustrated by the outward and
inward FDI, both of which grew almost tenfold between 1995 and 2010 (Steinbock 2011). The continuous growth of the economy and investments made it
unnecessary to place particular emphasis on promoting Finland as a RHQ location, and while we lack statistics, we can assume that since 1999 the introduction of new RHQ in Finland has taken a much slower pace. Also, at the
same time the proportion of business activities accounted for by foreignowned subsidiaries grew from 16% in 2004 to 19% in 2012, measured by revenue (Official Statistics of Finland 2013). However, since the financial crisis of
2008 has hit Finland hard and since the inward FDI constantly remains below
the level of outward FDI, there is renewed interest in attracting foreign investments and capital, also documented in the current government’s political
program in 2011 (Steinbock 2011).

3.2.3

Data collection process and methods

The data used in this study can be divided in three separate sub data sets, even
if they do comprise one coherent data set of the RHQ population in Finland.
The three phases of data collection and the corresponding data sets are described in Table 2, together with their use in the essays.
Table 2: Three empirical data sets used in the study
Data set

Sample

Number of
Finnish
subsidiaries

Data
collection
method

Questionnaires

Collection
completed

Used in
Essays

1

Foreign-owned subsidiaries in Finland with
RHQ mandate

375

Mail survey

Mail survey questionnaire and
telephone interviews

1998-99

Essay 2;
Essay 3;
Essay 4

2

Follow-up of foreign-owned subsidiaries in
Finland with RHQ mandate; sub-set of Data
set 1, thus no new RHQ sought

224

Phone
interviews

Structured telephone
interview questionnaire

2009-10

Essay 3;
Essay 4

3

Foreign-owned subsidiaries in Finland with
current or previous RHQ mandate; sub-set
of Data set 2 with a special 'story to tell'

9

Face-to-face
interviews

Structured interview
questionnaire

2009-10

Essay 2

The first data set was collected in 1998-99 by another team of researchers (Luostarinen 2000). As part of a larger investigation of 1,144 foreign-owned subsidiaries in Finland, they identified 375 of them having or having had a RHQ
mandate within their MNC. Consequently, data on these RHQ were collected
through telephone interviews and mail surveys between April 1998 and December 1999. The current research team had access to the data base containing all the data collected in this phase, including the answers to the openended questions, as well as most of the questionnaires and all published reports (for details see Luostarinen 2000).
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For the purposes of their study, the 1998-99 team defined the RHQ as a unit
which fulfills two key criteria: 1) it should be mandated by the higher levels of
the MNC organization (before or after the initiation of the activity), and 2) it
should have explicit decision-making power over its mandated region. In order
to ensure its relevance and validity, the definition was developed and refined
in close collaboration with five regional managers of foreign-owned RHQ in
Finland. During the study, a whether certain subsidiary was considered an
RHQ was decided by the researchers on the basis of this definition. As a consequence, some subsidiaries were classified as not being RHQ, as they had
reclaimed their mandate without permission from their top management (Luostarinen, 2000). At this point it is useful to note that the quasi-entirety of the
RHQ population could also be classified as regional management mandates,
following the more recent conceptualization by Alfoldi et al. (2012).
In 2009 an effort was launched to follow up what had happened to the RHQ
population since the previous data collection. The team consisted of all of the
authors of Essay 4 and of two additional research assistants (Taina Heimo and
Jaana Sampolahti). Two of the team members, Rebecca Piekkari and Wilhelm
Barner-Rasmussen, have previously published research on headquarters (see
References) and provided invaluable academic support. As mentioned earlier,
my background includes 15 years of management experience in MNC headquarters and subsidiaries, inclusive of RHQ. It may be added that the team
originally intended to benefit from two other data sets collected by Hanken
School of Economics in 2000 and 2004. Those data sets include detailed information on the foreign subsidiaries in Finland and a cross check showed us
that all three original data sets included 37 subsidiaries, which we initially
considered as special ‘target group’ for a qualitative research endeavor. For
example, the nine case companies where we performed the personal interviews
were all part of this group. However, these intentions have not yet been realized.
The follow-up effort started by verifying the existence of the original population of 375 RHQ. Many companies had changed their names, merged, been
acquired, or shut down. 52 companies had ended their operations in Finland
and 21 had moved to Finnish ownership, while another 35 had gone through
other ownership changes, making them unsuitable for further interviews. 30
companies were omitted for other reasons and 13 could not be reached. It is
important to emphasize that in this data collection effort we did not seek to
find new RHQ, but only to follow up those that existed in 1998-99.
The follow-up questionnaire was based on the questions from the original
1998 survey with added new questions about the development of RHQ and its
changing role. The questionnaire covered certain background information for
all companies (e.g. revenue, ownership, and activities) and separate sections
for those which still had the RHQ mandate and those which had lost it since
1998. The first section included questions about the group structure, development of RHQ mandate (e.g. changes in geographic or functional scope) in
1998-2010, and the reasons for retention of the mandate. The second section
covered for example items such as when and why the RHQ mandate was lost
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(for each individual country in scope), where did the RHQ relocate, and what
changes took place before the RHQ mandate was lost.
Before embarking on the main data collection, the questionnaire was first
tested in a prearranged telephone interview and then carefully piloted in further 18 interviews, and consequently refined. During this data collection phase
we covered altogether 224 RHQ with structured telephone interviews. We
usually first contacted the executive secretary or the CEO for smaller companies. It was rather common that two company representatives answered our
questions. Typically, assistants provided answers to basic research questions,
and thereafter HR, communication or marketing managers, country managers,
controllers or CEOs continued answering the more specific questions about
RHQ and organizational changes. All the responses collected using the questionnaire, were recorded in a single database. It should be noted that the interviews also generated a considerable amount of qualitative data. This phase of
data collection was initiated at the end of 2009 and the main data collection
performed between January and May 2010. In the end, out of the original 375
RHQ units, we were able to follow up the current status of 362 units. Hence,
the completion rate was 97%. Figure 4 illustrates the outcome of the data collection in terms of the various respondent groups.

Figure 4: The respondent categories resulting from the data collection
The third data set was collected in conjunction with the second one. Based on
initial information received in the telephone interviews, nine subsidiaries
(RHQ) were selected for a more thorough face-to-face interview. The purpose
of the personal interviews was to deepen our knowledge on the phenomenon
of RHQ dynamics and therefore I selected RHQ, which the interviewing team
knew had a special “story to tell.” Moreover, the selection includes RHQ with
both continuing and ended mandates. The industries were varied, as well as
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their geographic scope. Furthermore, they differed in size in terms of both
business and mandate. Furthermore, the nine companies were selected among
the 37 that appeared in all previous studies on foreign subsidiaries (see above),
in order to allow further analysis using all these data sets (but not performed
thus far). The interviewees were selected by the companies for being knowledgeable of the RHQ role and were managing directors (one recently retired),
HR directors, or other business managers. The face-to-face interviews were
performed between December 2009 and February 2010 using a semistructured approach where the questionnaire acted as support, while the intention was to let the discussion flow to those topics that seemed interesting
and relevant in each case, thus giving space for revelatory narratives to emerge
(Paavilainen-Mäntymäki & Aarikka-Stenroos 2013). The interviews were recorded and notes were taken by 1-2 interviewers. The recordings were later
transcribed verbatim. The interview data were complemented with material
given by the interviewees and other, publicly available information.

3.2.4 The data-set: RHQ population in Finland

While a more detailed description of the RHQ population is provided in Essay
4, I will now briefly describe some changes in the key characteristics of the
data set (the sub-set of nine case companies is described in detail in Essay 2).
In 1998-99 the RHQ population amounted to 375 RHQ, and following up their
fate in the following 12 years, we determined that 131 of these foreign-owned
subsidiaries still held their RHQ mandate.

Figure 5: The number of new RHQ established in Finland per year in 1969-98 (graph
on the top; n=375) and the number of mandates lost in four countries in 1993-2010
(graph on the bottom; n=93; NB. different scales)
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Figure 5 shows the number of new RHQ per year, with rapid growth in the
early 1990s as well as the number of mandates lost in the four major countries,
in terms of the location of mandated units, namely Estonia, Latvia, Lithuania,
and Russia. Interestingly, the number of lost mandates remains relatively stable over the years, with the exception of the peak in 2008. The births and
deaths of RHQ are discussed in more detail in Essay 4.
In Figure 6 we see which countries have been mandated to the Finnish RHQ
and the change in numbers between 1998 and 2010. The most common mandate countries were the three Baltic countries, Estonia, Latvia, and Lithuania,
followed by Russia. In terms of the change over time, a dramatic drop in all
countries is visible, but in relative terms it is evident that the mandates in Russia, Belarus, and Ukraine were lost more often than others.

Figure 6: RHQ mandates per location country in 1998 (n=375) and 2010 (n=224) in
absolute numbers (graph on the top) and as a proportion of all RHQ (graph on the
bottom)
Looking at another geographic dimension, MNC origin, neighboring Sweden
holds the lead, closely followed by the United States and Germany. Table 3
provides details on the RHQ organized by MNC origin, including information
on the retention and loss of mandates. While some of the interesting country
differences will be discussed in Essay 3, at the total level it can be noted that of
the 131 RHQ which retained their mandate, 39 or 30% had partially lost their
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mandate, either in terms of role or geographic scope. Furthermore, regarding
the 93 cases where the mandate was lost, 43 or 46% concerned relocation of
RHQ to another country, away from Finland.
Table 3: Details of the RHQ in the 2010 sample regarding their mandate retention
and loss per MNC country of origin (n=224)
RHQ mandate retained
code

Country

Unchanged Partially lost

RHQ mandate lost

Total

Relocated

Terminated

All RHQ

Other
reason/
unknown

Total

Total

CH

Sweden

18

7

25

6

11

3

20

45

DE

USA

16

7

23

12

2

0

14

37

DK

Germany

16

12

28

3

3

4

10

38

FR

United Kingdom

7

2

9

6

0

1

7

16

GB

Denmark

8

1

9

3

3

1

7

16

JP

France

3

4

7

2

1

2

5

12

NL

Switzerland

5

1

6

4

2

1

7

13

NO

Netherlands

4

0

4

3

0

1

4

8

SE

Japan

4

1

5

0

0

0

0

5

US

Norway

3

1

4

0

0

0

0

4

Other

Other

6

1

7

3

3

0

6

13

Missing

Missing

3.3

2

2

4

1

2

10

13

17

92

39

131

43

27

23

93

224

Longitudinal investigation and process research

Longitudinal research is needed when one aims at understanding phenomena
that happen over time. While longitudinal research has seldom been used in
international business research (Blazejewski 2011), Hassett and PaavilainenMäntymäki (2013) argue that it is gaining in popularity due to the everincreasing speed of change and due to the need to adopt more dynamic research approaches. This research can be classified as a prospective longitudinal study, since it is based on collecting data repeatedly from the same subjects
(RHQ) over time (Hassett and Paavilainen-Mäntymäki 2013). However, it also
has some characteristics of a retrospective orientation, and in Blazejewski’s
(2011) terms this research could be categorized as simultaneous, regarding its
research perspective, and retrospective, regarding its data perspective.
An often debated question in the longitudinal research is the time span and
the number of data collection points required. While there seems to be no general acceptance of such definitions (Blazejewski 2011), it can be safely argued
that the twelve-year time span in this research should be adequate (see Selig et
al. 2013 for a discussion). Such a time frame will incorporate a myriad of contextual changes affecting the RHQ, thus allowing the researcher to identify the
pertinent ones, rather than to be distracted by strong but potentially shortlived explanations. However, more questions can be raised whether two data
collection points is enough. While longitudinal research has legitimately been
carried out with just one collection point, here I refer to Welch and Paavilainen-Mäntymäki (2014), who in their review of internationalization studies
state that “data sets containing just two time periods were insufficient to be
categorized as process-based, unless the data were genuinely longitudinal;
that is, collected at two different points in time” (p. 5, emphasis added). Since
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my data set fulfils this criterion (albeit on a different topic), I argue that this
research can be considered genuinely longitudinal.
Turning the attention to process research, Welch and PaavilainenMäntymäki (2014) emphasize that it is important to make a distinction between process and variance paradigms (Langley 1999) and point out that many
studies in international business in fact do not combine process data with process theories. Mari and Meglio (2013) consider the focus on time and change
as the distinct attributes of process research. Vincze (2013) goes a step further
in stating that process theory will “generate explanations of the temporality of
events that enhance understanding of how change unfolds” (p. 165; see Paavilainen-Mäntymäki and Welch (2013) for a similar point). Finally, Welch and
Paavilainen-Mäntymäki (2014) argue that a processual approach should incorporate time, dynamism, and longitudinal observations, and use events as
the unit of analysis. One could argue that in order to understand changing
phenomenon, it is also necessary to understand the context where the change
happens, and hence the process approach requires connecting the change
events not only temporally, but also with temporal change in the context.
The processual nature of this study is visible in many instances. The research
questions, both main and sub-questions (with the obvious exception of Essay
1), are processual, i.e. they seek to understand how change unfolds in time and
what are the underlying processes. This research also aims at providing processual explanations, which is most evident in Essays 2 and 4, but also at the
aggregated level, as evidenced by the dynamic RHQ framework. The empirical
data of this study is processual. In other words, it is longitudinal and related to
changes and change events (in time) in the phenomenon being studied. Also,
the empirical data are contextualized in order to understand the changes visible in the data as a reflection of the parallel changes in the context of MNCs
and Finland. Finally, the units of analysis – RHQs and their population – as
well as the analytical methods – qualitative and quantitative - were selected so
that together they allow uncovering different processual explanations from the
single data set.

3.4 The use of mixed methods in data analysis
This thesis applies three very different methods for analyzing the RHQ data.
The methods are qualitative case analysis, quantitative analysis using logistic
regression, and organization ecological analysis. The three separate pieces of
empirical research that I have performed study the same overall phenomenon,
but at different levels, and address different research questions. While the case
analysis in Essay 2 dives deep into the processes in individual RHQ, and the
quantitative analysis in Essay 3 benefits from the large size of the entire data
set, they both focus on how an individual RHQ retains or loses its mandate.
Essay 4, however, operates another unit of analysis, namely the RHQ population. While the methods are described and discussed in the Essays 2, 3 and 4,
respectively, I will summarize them here and provide reasons for and benefits
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from performing this study with such a variety of methods. Even if individual
essays only apply a single method in addressing their specific research question, I see this entire thesis constituting a mixed method study in addressing
the overall research question with multiple methods.
Qualitative methods are applied in Essays 2 and 4. Four benefits have been
suggested for using qualitative methods in international business research:
need for exploratory and theory generating research, having less cultural bias,
suitability to developing countries, and ability to address ”’messy’ problems
and complex issues” (Marschan-Piekkari & Welch 2004, pp. 7-8). In my study
the first and fourth arguments are relevant. RHQ research is certainly lacking
in theory development and our study on the RHQ population is distinctly novel and exploratory in nature. Moreover, as discussed earlier, RHQ operates in
complex environments and particularly the RHQ dynamism is a phenomenon
that can be better understood with the help of qualitative research. Hence
qualitative methods are natural both in the study of how individual RHQ add
value within their MNC in Essay 2 and in building up our understanding of the
evolution of an RHQ population in Essay 4.
Case studies have two important dimensions: they are a process and a product of the researcher’s learning (Ghauri 2004). In the same spirit, Dawson
(2013) stressed in his discussion on longitudinal case research, the role of the
researcher as an author, who reflects his own intentions in the text. He further
argued that a longitudinal case script should not only engage the readers, but
to make them “question, challenge and reinterpret the case material” (p. 263).
Piekkari et al. (2009) noted that in multiple case studies very little information
is often available on individual cases, and Welch et al. (2011) emphasized the
role of theorizing in case studies and suggested the relevance of two key dimensions, namely causal explanation and contextualization. Piekkari et al.
(2009) performed an extensive review of case study practice within international business. They concluded that the disciplinary convention in the field is
the multiple-case study, which is based on interviews and has an exploratory
nature. The design tends to be cross-sectional and philosophical approach positivistic. My case research reported in Essay 2 follows very much this convention, as it is a multiple-case study with nine company cases. The data are mainly driven from interviews and the approach is exploratory. However, this study
deviates from the convention in being longitudinal rather than cross-sectional,
and pragmatist rather than positivistic. Furthermore, the case narratives provide company specific stories, which hopefully engage the reader and address
the issues raised above (Piekkari et al. 2009, Dawson 2013).
In terms of the analytical process, the nine cases, which were specifically selected from the data due to their characteristics and revelatory power, were
first analyzed individually, conducting a within-case analysis (Eisenhardt
1989b). This was done firstly to understand the development of the RHQ
mandate over the years, secondly to apprehend the larger context where the
RHQ operated during the period studied, and thirdly to identify the key characteristics influencing the RHQ development. This analysis took advantage of
both the data from 1998, inclusive of the original questionnaires, and the data
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collected in 2009 and 2010. In the latter phase significant emphasis was put
on gathering retrospective information, which helped build a view on the evolution of the RHQ over the years. This method of creating biographic histories
is often used in processual qualitative studies of internationalization process
(Welch and Paavilainen-Mäntymäki 2014). Following the within-case analysis,
I performed a cross-case analysis in order to identify common and significant
characteristics from the nine cases. In both phases, interesting and revealing
excerpts were picked up and later on synthesized using analytical tools built on
the basis of prior research on RHQ (Ambos & Schlegelmilch 2010, Alfoldi et al.
2012). Finally, with the model created in the research process, case narratives
were created on the basis of the analysis and the empirical data, specifically
using the revelatory excerpts to illustrate the key findings. This technique
(Langley 1999) allows the qualitative researcher to convey those messages that
he finds essential for understanding of the argument, in a powerful and effective way. Langley (1999) presented and discussed different techniques for
making sense and theorizing from process data. With my pragmatic orientation in mind, the approach selected for the analysis does not represent any one
of those strategies in a pure form. The analysis relies most heavily on the narrative strategy, where the key anchor point is time, but also assumes some
characteristics from the visual mapping strategy, which often looks at events
and makes sense of patterns. Langley (1999) noted that the latter technique
requires 5 to10 cases at moderate level of detail, and that it also deals well with
time, thus making it a suitable technique in my endeavor.
In Essay 3 we apply quantitative analysis method, more specifically a logistic
regression model and a robust logistic regression (Hosmer et al. 2013), on the
entire data set. Benefitting from the large sample data sets from 1998 and
2010, we create a longitudinal analysis, unprecedented in RHQ research. The
longitudinal approach allows us to explain dynamic, time-bound phenomenon
(Hassett and Paavilainen-Mäntymäki 2013), such as the loss or retention of
RHQ mandate over time. Both Essays 2 and 3 carry a risk of common method
bias due to the single respondents providing answers regarding both outcomes
and their explanations. However, the risk is mitigated by the nature of the collected data being fact based (e.g. does the subsidiary still have a regional mandate) and thus uncontestable, rather than subjective evaluation of the respondent.
In Essay 4 we take another novel analytical approach to RHQ research,
namely organizational ecology. While such research is often performed quantitatively (e.g. Delacroix 1993), we adopt a qualitative stance, once again benefitting from the explanatory power of using the two data sets from 1998 and
2010. In this study we also draw strongly on the qualitative information generated in the telephone interviews, thereby adding to the analysis performed in
Essay 3 on the same data sets. This enables us to incorporate the nuanced information on the influence that the various environmental factors have on the
RHQ dynamism. Furthermore, the use of the population as a unit of analysis
allows the introduction of macro level environmental factors that provide new
insights into the RHQ phenomenon.
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Turning to the discussion on the mixed method approach, one may wonder if
there is any benefit in combining three different research methods in one thesis and what might be the challenges and drawbacks in doing so. HurmerintaPeltomäki and Nummela (2004) argue that when the researcher studies a
complex and multi-faceted phenomenon, the use of mixed methods will be
advantageous, since the approach can be helpful in interpreting and validating
the results. They provide a framework of three key decisions to be considered
when using mixed methods: order, role and purpose. In terms of order, in my
thesis the methods have been used in parallel. To be precise, even if some
method may have been used before another one, they are not used in a particular sequence, such as a case study preceding a quantitative study. This also
leads me to argue that their roles are relatively equal, despite the fact that
there are two qualitative essays and just one quantitative essay. It is not intended here that one method should dominate over the other one, even if that
is a typical construct (Piekkari et al. 2009). Admittedly, this being a thesis rather than a single journal article, makes such positioning easier due to having
less constraints on space. However, the third decision – purpose – merits a
more thorough contemplation. Hurmerinta-Peltomäki and Nummela (2004)
offer a choice between knowledge-based, topic-related and method-related
reasons. Since RHQ research, and particularly research on RHQ dynamics, is a
field with limited existing knowledge, the use of mixed methods could be justified by the need to become acquainted with the phenomenon. Furthermore,
since the field is currently dominated by qualitative research, the availability of
a large sample would justify a methodical explanation for carrying out quantitative research. However, the main justification lies in the need to build theory
in the field, which has to date remained rather phenomenological and leans on
typologies rather than theories. In such use, the application of mixed methods
will provide interesting benefits. To take an example, one benefit lies in the
inability of quantitative research to explain the process between an observed
antecedent and outcome (Welch and Paavilainen-Mäntymäki 2014). While this
is certainly true of my analysis in Essay 3, the underlying processes are revealed by the qualitative analysis in Essay 2. The two approaches thus provide
complementarity that is only possible to achieve in a mixed method study, and
construct in-built triangulation of the results (Hurmerinta-Peltomäki & Nummela 2004).

3.5 Quality of the study and its limitations
There are some typical challenges in conducting longitudinal case studies in
international business. These include matching the data analysis with the research question, determining the temporal boundaries, and tackling the personnel changes (Blazejewski 2011, Alfoldi & Hassett 2013). Blazejewski (2011)
also points out the importance of clearly documenting the temporal design of
the study. While I can confirm that my dynamic research question is well in
line with the longitudinal data set, the first point also entails whether I com-
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bine process data with process theories (Langley 1999, Welch and PaavilainenMäntymäki 2014). This is a harder question to answer, since the applicability
of agency theory and parenting theory on dynamic phenomena remains debated, while it is evident that the theories of organizational ecology are well suited
to study dynamism. On the other hand, Doz (2011) argues that engaging in a
multi-theory dialogue will help generating good qualitative research, which
would justify using them despite their potential dynamic shortcomings.
However, RHQ research is lacking in dynamic theories (with the exception of
Lasserre 1996), and all in all it remains to be proven whether I have been able
to introduce a sufficiently strong dynamic element into my framework, one
that t will truly serve as a theoretical frame for future research on the topic.
Regarding the temporal boundaries (1998-2010), I note that while they were
defined by practical reasons, they seem to serve the purpose of the study well.
We also noted a negative effect of personnel changes in our data collection in
terms of missing historical knowledge, to the extent that some respondents
claimed that their subsidiary had never had a regional mandate. While such
changes may have had an effect on the completeness of some questionnaires,
the overall response rate shows that we largely managed to avoid this issue in
our data collection.
The validity of a longitudinal research process requires that the different dimensions of time – philosophical, conceptual, methodological and substantive
– should fit together (Hassett and Paavilainen-Mäntymäki 2013). I argue that
in this research the dimensions are relatively well aligned. The phenomenon,
the life and death of RHQ, is time bound and the ambition is to use dynamic
theories – as much as they are available – to provide dynamic, processual answers. The methodological choice of a mixed method study over twelve years
should serve this purpose well. This leaves the question of the philosophical
orientation, and while I believe the linear view of time is compatible with the
phenomenon, a more thorough examination would be necessary to confirm
that assumption.
Time has yet another dimension, since one of the factors reducing the reliability of retrospective data collection in longitudinal research is the subjectivity
of time (Selig et al. 2013). It is likely that some of the respondents and interviewees have an incorrect memory of when certain events took place, which
will distort the results. However, the effect of this asymmetry is likely to be
insignificant. Eriksson (2013) makes a similar point regarding the constructed
nature of memories in general. While at first thought it might seem that ‘constructed’ memories would have a negative effect on the reliability, it is not evident what their prevailing effect would be. An alternative effect could be that
the reconstruction of events – whether independent or triggered by our interview – could in fact help remember the events and more importantly help convey them to the interviewed in an understandable (and perhaps simplified)
way.
One of the definite strengths in this study is the very high success rate in following up the fate of the RHQ surveyed 12 years earlier. Non-response is a
common problem in longitudinal research (Taris 2013) and the fact that we
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were able to follow up 60% of the RHQ, provides an unusually good basis for
analysis. Furthermore, it is exceptional that only 3% of the RHQ declined to
answer when approached. While this result could be credited to a successful
research design, a more likely reason is an exceptionally receptive group of
respondents. This is important to note, since such positive reception is also
likely to improve the quality of their responses and thus the reliability of the
entire study. This high response rate is particularly important in the quantitative analysis in Essay 3 for two reasons. First, it resulted in a relatively large
sample, thus giving the statistical analysis higher reliability, and second, it
translates into better representativeness of the sample, again improving the
reliability of the results.
In the case study, and perhaps also in our ecological study, the validity of the
results is built up during the entire study, by juxtaposing data and existing and
emerging theories as well as iterating between the different phases of the study
(Pauwels & Matthyssens 2004). The build-up of the validity starts with the
sampling, which was described earlier to serve the purpose of theory construction and continues with the triangulation of the results, finding patterns across
the nine cases. However, within a key phase is the interviewing, where an important factor is the context, which can be further divided into four levels,
namely individual, organizational, external, and interview (Marschan-Piekkari
et al. 2004). There are a number of circumstances having a positive effect on
the contextual factors. At the individual and interview levels, all interviews
were made in Finnish, which is the native or long-time working language of all
the interviewees, in familiar surroundings, discussing topics that the interviewees were familiar with. In face-to-face interviews at the organizational
level, the pre-understanding of MNCs and RHQ environments of the interviewers allowed them to “talk the same language” as the interviewees and the
preceding telephone interviews provided intimate prior knowledge on basic
facts. Regarding the external level, the fact that all RHQ were located in a single country provided the interviewers with local knowledge on the external
conditions affecting the RHQ.
There are three ways to ensure process validity in the qualitative studies: using multiple data sources, multiple information collectors and multiple methods (Houman Andersen & Skaates 2004). Using multiple data sources in such
a longitudinal research is relatively difficult and this option remains practically
unavailable in this study, across the qualitative studies. We did have multiple
informants in many of the companies, but usually for complementarity reasons rather than for facilitating data triangulation. However, this research
benefits from multiple information collectors. The telephone interviews were
carried out by three research assistants, with specific efforts to structure and
harmonize interpretation of the responses. During and after the data collection
process, we undertook several measures to improve data quality. Since three
researchers performed phone interviews, we discussed the main interview
questions to ensure that similar answers were coded in the same way. In addition to the newly collected data, we had access to the 1998-99 survey including
the answers to the open-ended questions which were used to triangulate and
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confirm the results of the analyses. The face-to-face interviews were conducted
by five different interviewers with one researcher participating in all except
one of them. Also, two interview methods were used in the qualitative study.
Regarding the outcome validity (Houman Andersen & Skaates 2004), I have
aimed at explicit presentation of the reasons leading to the use of qualitative
inquiry, data selection procedures, and analysis and interpretation procedures.
Furthermore, I have sought to support the argumentation with the interview
excerpts – the raw data – to the extent possible, particularly in Essay 2.
Qualitative research is often viewed as being constrained in its ability to support theorizing (Welch et al. 2013) and “in going beyond describing patterns to
theorizing” (Welch and Paavilainen-Mäntymäki 2014). While the constraints
may be outspoken, their underlying reasons may remain invisible. Hence
Welch et al. (2011) argue for placing attention on rhetorical choices so that
they empower rather than constrain. With my pragmatist orientation,
throughout this manuscript I have tried to select expressions that serve the
purpose of conveying my intended messages to the reader as clearly as possible, and I have tried to avoid being trapped in the vocabulary of a certain
school of thought. While I find this particularly important due to my mixed
method approach, I do acknowledge that it may sometimes result in using “incorrect” language, particularly in the eyes of a reader with another philosophical background.
Continuing and finishing with the topic of language, both the original survey
and the follow-up telephone interviews were conducted in Finnish, which was
the native tongue of the majority of the respondents and the researchers (a
small number were native speakers of Swedish or other languages). Relevant
passages from the qualitative data were translated into the reporting language
English (see Welch and Piekkari 2006 for a discussion on language in qualitative interviewing). Due to the relative simplicity of the language set-up in this
thesis, I do not consider that this poses significant risk to the reliability of the
results.
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4. Summary of the essays

This thesis builds on four essays, each covering one of the research questions
defined earlier. The purpose of this section is to briefly describe the essays and
their main findings and to consequently relate them to the overall framework
applied in this thesis. All the essays have been written for publication as independent journal articles or book chapters and therefore do not contain explicit
links or references to each other. Each of these essays is described briefly in
the table below and a summary of their main findings and contributions are
discussed afterwards, in order to give a more thorough idea of their relation
and contribution to the entire study at hand.
Table 4: Topic, scope, data and methodology of the four essays
Topic

Scope

Data

Methodology

(1) What do we
know about the
RHQ phenomenon
and what remains
unknown?

Analysis of published RHQ research to provide a
framework for an
enhanced understanding of the
RHQ phenomenon
and to suggest a
future research
agenda for RHQ
research.

42 academic journal articles and
book chapters,
from 1967 to
2014.

A systematic literature review to comprehensively identify and analyze the
research on RHQ.

(2) When does an
RHQ add value to
MNC management?

Based on parenting
theory, investigating the processes
that underlie the
ability of RHQ to
add value in the
MNC and which
evolutionary patterns this value
takes over time, in
relation to the
expectations of the
MNC management.

Nine longitudinal
case studies of
foreign-owned
subsidiaries in
Finland that have
been acting as
RHQ within their
MNC.

Personal interviews
and qualitative longitudinal case analysis.
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(3) What explains
the survival or
demise of an RHQ
within MNC?

Based on agency
theory, examining
which factors affect the loss and
retention of RHQ
mandates.

Longitudinal data
of 375 foreignowned subsidiaries in Finland that
have been acting
as RHQ within
their MNC, covering the period
1998-2010.

Structured telephone interviews to
collect the data,
followed by a longitudinal quantitative
analysis.

(4) How does the
external and MNC
environment affect
the RHQ evolution? How and why
does an entire
population of RHQ
emerge and retract? Which processes explain the
evolution of a RHQ
population?

Based on organization ecology theory, examining the
evolution of an
RHQ population
impacted by the
processes of variation, selection and
retention, and
embedded in three
different environments.

A longitudinal
data set of 375
foreign-owned
subsidiaries in
Finland that have
been acting as
RHQ within their
MNC, covering
the period 19982010.

Structured telephone interviews to
collect the data,
followed by a longitudinal qualitative
analysis.

4.1 Summary of Essay 1: Building the framework for RHQ
research
Perttu Kähäri: Research on Regional Headquarters - A systematic review
and agenda for future research.
Status: Accepted for Strategic Management Society Annual International
Conference 2014; currently unpublished.
Essay 1 presents a review of the published literature on RHQ in order to provide a framework for an enhanced understanding of the RHQ phenomenon
and to suggest a future research agenda for RHQ research, thus addressing the
research question: what do we know about the RHQ phenomenon and what
remains unknown? Using systematic literature review, 42 academic journal
articles and book chapters were analyzed, covering a period from 1967 to 2014.
The key contribution is an analytical framework, which constructs RHQ as a
trichotomy of role, location, and geographic scope. The framework takes into
account the relationship between RHQ and factors emanating from CHQ, subsidiaries and local environment, and considers the outcome of RHQ activities.
Four characteristic attributes are suggested to distinguish RHQ from other
organizational units, namely intermediacy, terminability, triple embeddedness, and sensitivity to change. Another main contribution to international
business research is a future RHQ research agenda, suggesting theoretical and
methodological advancements and interesting yet underresearched topics,
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such as the geographic scope of RHQ, the intermediate and performance outcomes of RHQ, intermediacy and triple embeddedness, and RHQ dynamism.
From the point of view of this thesis, the key contribution in Essay 1 is the
dynamic framework constructed there and illustrated in Figure 7.

Figure 7: The dynamic framework for RHQ research developed in Essay 1
As explained earlier in section 2.4, the framework constructs RHQ as a trichotomy of key attributes, namely role, location, and geographic scope (thus
illustrated by a triangle). Each RHQ has a defined role which it performs, a
physical location in which it is based, and a geographic scope, i.e. country units
that have been mandated to it. An important aspect of the framework is that
the three attributes may – and are likely to – change over time, either separately or together, thus making the RHQ dynamic. Furthermore, due to its
intermediate position in the MNC, three types of factors affect RHQ. The CHQ
decides on the existence of RHQ and its three key attributes, while the subsidiaries mandated to it will provide the context in which the RHQ performs its
role. Finally, RHQ also has its own environment, which directly affects its attributes.
The combination of the four characteristics of RHQ presented in Essay 1 is
unique from any other organizational structural element. First, RHQ are intermediary units within the MNC hierarchy. They have a CHQ – or other HQ,
such as a DHQ or another RHQ – above them in the corporate hierarchy. At
the same time, they have subsidiaries (or other RHQ) mandated to them to
manage and control. Second, RHQ can be terminated. It is possible to eliminate an intermediary unit such as RHQ without a major disturbance to MNC’s
operation, while the termination of a CHQ is practically impossible. A subsidiary can of course be terminated, but with instant effects on the business and
operations, unlike in the case of RHQ. Third, unlike any other type of organizational unit, RHQ is embedded in three different environments. It is embed57

ded in the MNC’s organization and hence needs to follow its rules and regulations and adjust to its corporate culture. It is also embedded within its own
regional environment, or within its country context. Finally, it is to some extent also embedded in the environment of the local context in the countries it
is responsible for. Fourth, the above characteristics and the three key attributes combined with typically low sunk cost make RHQ change-sensitive by
nature.

4.2 Summary of Essay 2: Exploring how RHQ adds value to
survive
Perttu Kähäri: What am I worth to my parent? A longitudinal analysis of
how Regional Headquarters add value in MNCs.
Status: Previous version presented at the 12th Vaasa Conference on International Business 2013 and at the European International Business Academy
(EIBA) 39th Annual Conference 2013 as a competitive paper; currently unpublished.

Essay 2 asks when RHQ will add value to MNC management and thus places
attention on the RHQ role and how RHQ add value to MNC management
through their support of subsidiaries in its geographic scope (Ambos &
Schlegelmilch 2010, Alfoldi et al. 2012). The focal area of the essay is illustrated in Figure 8.

Figure 8: The part of the theoretical framework discussed in Essay 2
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The objective of Essay 2 is to identify which value-adding processes underlie
RHQ dynamics and to clarify how these processes affect the position of RHQ
within MNCs. A longitudinal case study of nine RHQs in Finland reveals
through the lens of parenting theory (Campbell et al. 1995a, Foss 1997) that
RHQ adds parenting value through entrepreneurial processes, resource sharing, and localization activities. In the case companies RHQ were able to add
value when its subsidiaries had parenting opportunities and when they had the
parenting characteristics needed to respond to those opportunities.
Essay 2 provides two main contributions. The first contribution is the model
connecting three sets of concepts: parenting advantage, RHQ value-adding
processes, and their impact on the position of the RHQ within the MNC. The
model builds on the concepts of parenting theory (Campbell et al., 1995a),
showing how parenting characteristics, parenting opportunity, and business
insight are the conditions necessary for delivery of parenting value by an RHQ.
These concepts are combined with the concepts of headquarters roles, in terms
of their entrepreneurial and integrative functions (Chandler, 1962, 1991; Ambos & Schlegelmilch, 2010; Alfoldi et al., 2012). These roles are complemented
with a knowledge-related role of localization, which is specific to a geographic,
intermediary organization, such as an RHQ (Asakawa & Lehrer, 2003; Ambos
& Schlegelmilch, 2010; Alfoldi et al., 2012; Lunnan & Zhao, 2014). Importantly, in this study these roles are seen and conceptualized as processes, since
they operate over time. The outputs of these processes are characterized in
terms of delivered parenting value, perceived parenting value, and required
parenting value, hence including the effect of MNC management’s perception
in the model. The interplay of these intermediate outcomes can lead to changes in the position of an RHQ in an MNC, in the form of RHQ mandate retention or loss as the final outcome.
The second key contribution is identifying and depicting four alternative evolutionary patterns for the perceived and required parenting value of RHQ.
While development of the various values can be combined in a number of
ways, the case analysis suggests that four evolutionary patterns prevail. Each
of the four patterns are described with the help of one or more case narratives.
Under the continuous parenting advantage the RHQ sustains its added value,
as the Mars story and the Robert Bosch story illustrate, while under the gradual change in parenting advantage MNC requirements outweigh the RHQ
value added over time, which happens in the IBM story. An abrupt change in
parenting requirements happens when the required value suddenly exceeds
the perceived value, which is the case in the BAT story and in the Oracle story,
and an abrupt change in perception is caused by rapid alteration in the perceived value, as exemplified by the AkzoNobel story. The first evolutionary
pattern allows RHQ to retain its mandate, while the other three lead to a loss
of mandate.
Essay 2 contributes to the overall thesis in two significant ways. First,
through its qualitative approach and verbatim narratives it provides an indepth view of the RHQ processes, and more importantly how these processes
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affect the evolution of regional mandates. Second, it provides an essential
building block by connecting the RHQ role, value added, and mandate retention through the dynamic model presented in the essay.

4.3 Summary of Essay 3: Testing why RHQ lose and retain their
mandates
Perttu Kähäri, Wilhelm Barner-Rasmussen, Iiris Saittakari and
Rebecca Piekkari: Regional headquarters – to be, or not to be? A study of
the loss and retention of headquarters mandates.
Status: Previous versions presented as a competitive paper at the Academy of
International Business (AIB) 2011 Annual Meeting and at the European International Business Academy (EIBA) 36th Annual Conference 2010; currently
unpublished.

Essay 3 addresses the research question: what explains the survival or demise
of an RHQ within MNC? In doing so and as illustrated by Figure 9, Essay 3
covers the same part of the theoretical framework as Essay 2. However, it does
so in a distinctively different way. In this essay we perform a quantitative longitudinal analysis of the entire sample of the Finnish RHQ, in order to examine
the variables affecting the loss or retention of their RHQ mandates. In addition
to the RHQ literature, we build our arguments specifically on the research related to trust (Mayer et al. 1995, Beccerra and Gupta 1999) and to distance,
using Ghemawat’s (2001) CAGE framework and thus incorporating cultural,
administrative, geographic, and economic distance. Furthermore, we use another theoretical lens, drawing on agency theory (Jensen and Meckling 1976)
to consider RHQ units as involved in principal-agent relationships with both
CHQ (as agents) and subsidiaries (as principals).
In Essay 3, we inquire why HQ mandates are lost or retained over time, presenting six hypotheses (H1a-c, H2a-b, and H3) and build a logistics regression
model to estimate the probability of the Finnish subsidiary losing its RHQ
mandate. Based on agency theory, we suggest that an intermediate HQ, such
as an RHQ, will exist and survive when the combined agency costs of their relationships with the CHQ and the subunits are lower than the agency costs of
the alternative direct CHQ-subsidiary relation. Our longitudinal analysis of
375 foreign-owned subsidiaries in Finland that have been acting as RHQ within their MNC, reveals that a unit may retain its RHQ mandate if it is trusted by
its corporate parent and if its geographic, cultural, administrative, and economic distance to those markets is sufficiently short. We also hypothesize that
the business insight of RHQ would predict the mandate retention, but do not
find empirical support for this assumption.
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Figure 9: The part of the theoretical framework discussed in Essay 3
Following these findings, we discuss their consequences on the relevance of
distance and geography in managing MNC units, on the effects on HQ roles in
MNC structure, and finally on the HQ dynamism, and especially on RHQ evolution. A notable finding of our study is the evidence of a much more finegrained relationship between location and RHQ mandate loss than we had
anticipated. Furthermore, as HQ and RHQ roles change over time, the principal-agent relation between HQ and RHQ is also likely to change. Our focus on
RHQ contributes to the international business literature by promoting a more
nuanced understanding of the nature of ‘HQ’ in the MNE, and by helping integrate the body of research specifically on RHQ with the broader literature on
HQ-subsidiary relationships. Our study also contributes to the literature on
the roles of MNC headquarters by providing new knowledge on the intermediate HQ. We also contribute to RHQ literature with the first longitudinal largesample study focusing on RHQ evolution and revealing the factors underlying
RHQ mandate loss and retention.
In addition to its specific contributions, Essay 3 contributes to the entire thesis in two ways. First, it offers a quantitatively verifiable model of the variables
affecting loss and retention of the RHQ mandate, being fully in line with the
qualitative findings in Essay 2. Trust and distance relate in an interesting way
to the hierarchical counterparts of RHQ, namely CHQ as its principal and subsidiaries as its agents. Second, the model thus constructed supplements the
view on the dynamics of the RHQ, also allowing us to understand the interplay
between the trichotomous attributes of RHQ and the factors external to it.
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4.4 Summary of Essay 4: Exploring the impact of ecologies on
the RHQ population
Perttu Kähäri and Rebecca Piekkari: The Evolution of a Regional Headquarters Population: An Ecological Analysis.
Status: Accepted for publication: Kähäri, P. and Piekkari, R. (2014 forthcoming). The Evolution of Regional Headquarters Population: An Ecological Analysis, in Lundan, S. (Ed.), Transnational Corporations and Transnational Governance. Houndmills, UK: Palgrave Macmillan.

Essay 4 takes a wider and more “horizontal” view of the RHQ framework, by
focusing on the environmental factors of RHQ evolution and addressing the
research question: how do the external and MNC environments affect the evolution of RHQ? In Essay 4 we also shift to another level of analysis, away from
a single RHQ and MNC, to study and discuss an entire population of RHQ. In
this novel approach we use yet another lens, which is widely used in the organizational studies, but which has not previously been used in the RHQ context,
namely organizational ecology (e.g. Hannan & Freeman 1978, Carroll 1988,
Delacroix 1993, and Scott & Davis 2007). We set out to examine a number of
questions, such as what environmental conditions triggered the emergence of
the RHQ population in Finland in the 1990s, what were the original characteristics of the population, why the mortality rate was so high in the following
years, and what is the legacy of the surviving RHQ population. All in all, we
sought to understand the evolution of the entire RHQ population and its underlying processes.
In Essay 4, we follow the evolution of the population of 375 RHQ originally
identified in Finland in 1998. The population first flourished in the 1990s and
then contracted over the following years. We observe the interaction of three
ecologies, namely internal MNC ecology, home country ecology, and host
country ecology, with this population, as illustrated in Figure 10. Our analysis
shows that the processes of variation, selection, and retention played a pivotal
role in the evolution of the RHQ population. Special environmental conditions,
such as the opening up of the near markets in Russia and in the Baltic countries and Finland’s entry to the strengthening European Union, paved the way
for the initial emergence of RHQ as a distinct structural solution which differed from the broader population of foreign-owned subsidiaries in Finland,
and the subsequent growth. The selection process drove it into decline, affected by acquisitions and other corporate arrangements in the MNCs, and the EU
accession of Central European and Baltic countries in 2004. Finally, a few selected characteristics of the RHQ population survived the environmental turmoil and were retained.
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Figure 10: The part of the theoretical framework discussed in Essay 4
Essay 4 contributes to the RHQ literature with its genuine longitudinal ecological analysis of an RHQ population. Despite interest in life cycles, research on
RHQ has so far not applied ecological models in its efforts to explain their dynamism. Our ecological analysis also shows that since RHQ is facing forces
from three different environments, it is therefore especially prone to change.
This is also the core finding in relation to the overall thesis. The environmental
analysis, and particularly the inclusion of the home country factors of RHQ,
which were not covered systematically in Essays 2 and 3, strengthens the empirical verification of the RHQ framework. Furthermore, Essay 4 provides another level of analysis by recognizing the RHQ population as a distinct object
of study. This higher level perspective also provides us with new insight into
the environmental impacts at the level of an individual RHQ.
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5. Discussion

The key findings of this thesis are discovered and presented in the four essays,
each addressing one of the four sub-questions. The results are also discussed
in the essays and reflected against the relevant prior literature. Therefore, the
intention of the discussion in this summary part is not to repeat the same arguments, but to summarize the findings, and to the extent possible, synthesize
them into a coherent whole, thus addressing the overall research question:
why do RHQ live and die? It should be noted that the aim is not to build an allencompassing model or frame, since this study is not designed for such a purpose. Synthesizing the findings of individual essays is also limited by the different units of analysis and theoretical and methodical constraints.
The following discussion will be divided in three sections: summary of the
nature of RHQ, presentation of the related key findings, and exploration of
what we have learned on RHQ dynamism. The key findings are summarized in
Figure 11.

Figure 11: Summary of the key findings through the lens of the analytical framework; numbers refer to sections discussing each finding

5.1 Inherently dynamic nature of regional headquarters
RHQ were defined earlier in this thesis as a trichotomy of role, location, and
geographic scope, on the basis of previous literature. Furthermore, I have
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identified four characteristic attributes of RHQ, suggesting that they are intermediate, terminable, triple-embedded, and sensitive to change. I will now
suggest combining them into a novel definition of RHQvi, as follows and as
illustrated in Figure 12:
Regional headquarters is an intermediate organizational unit
with a mandated role, geographic scope and location,
and is triple embedded, terminable and change-sensitive.

Figure 12: A novel definition of an inherently dynamic RHQ
The definition entails that RHQ is an intermediate organizational unit and an
intermediate HQ simultaneously. In Essay 3 we suggest that such an intermediate parent will exist and survive when the combined agency costs of the relationships between the CHQ and the intermediate HQ and the intermediate HQ
and the subunits is lower than the agency costs should the CHQ manage the
subsidiaries directly. In terms of agency theory, an intermediate unit can have
a simultaneous principal-agent role, where it is on one hand an agent, while
the CHQ is the principal and on the other hand a principal while the subsidiary
is the agent.
Terminability is also an innate attribute of an intermediate organizational
level: it can be eliminated and the surrounding organizational structure can
still continue to exist, albeit with arguably changed roles, as illustrated by case
companies such as BAT and IBM in Essay 2. Terminability of an organizational unit has not been widely discussed in the HQ or in MNC literature, but is
obviously a key concept in the organizational ecology, which is profoundly interested in the questions of organizational life and death (Hannan & Freeman
1978, Carroll 1988, Ghoshal & Westney 1993). In the subsidiary context it has
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been referred to as mandate loss or charter removal (Birkinshaw 1996, Galunic
& Eisenhardt 1996, Dörrenbächer & Gammelgaard 2010). However, it should
be noted that in the subsidiary context it does not usually refer to termination
of the entire unit. Obviously an entire subsidiary can be terminated, but this
will have an instant effect on the business and operations in that particular
market.
Triple-embeddedness refers to the simultaneous internal and external embeddedness of the RHQ in both its own environment and those environments
of its subsidiaries. This notion supports recent arguments by Meyer et al.
(2011), who contended that MNCs need to manage multiple embeddedness
across different levels of their organization, and by Nell et al. (2011b) who
looked at the overlap between HQ and subsidiary embeddedness, and by
Hoenen et al. (2014) who introduced the concept of regional embeddedness,
suggesting that RHQ are embedded in their subsidiaries’ networks and therefore regionally embedded. Our organizational ecological analysis of the Finnish RHQ population in Essay 4 finds the notion relevant – following the above
observations by other researchers - and we further argue that it was necessary
that all three environments change simultaneously in order for the major variation effect to take place. While the rapid growth of the RHQ population in
Finland in the 1990s may be exceptional, such evolutionary patterns are not
unusual in population studies. More importantly for the current debate, however, the example illustrates clearly the enormous power that such triple embeddedness can have in creating and facilitating change in organizations.
The fourth characteristic attribute, the change-sensitivity, is arguably driven
by the triple embeddedness. It has obvious links to terminability as well, and
there are also other factors, such as typically low sunk cost and reliance on
intellectual rather than physical resources in RHQ (Dunning 1988) that mediate the existence of this attribute. It is worth noting that the change-sensitivity
expresses itself and is observed in all three RHQ attributes, role, location and
geographic scope (Nell et al. 2011b). CHQ are prone to change the roles mandated to RHQ, and their geographic scopes tend to change frequently. While a
debate is ongoing about the level of mobility of RHQ (Dunning 1988, Perry et
al. 1998, Ambos & Schlegelmilch 2010, Laamanen et al. 2012), their relocation
is not an unusual event. The selected research setting does not allow me to
assess whether RHQ are more change-sensitive than organizational units, such
as country subsidiaries or DHQ, but the empirical observations of Finnish
RHQ suggest that they have an increased level of change-sensitivity.
The definition provided here takes into account an earlier distinction between the hierarchical, geographic, and functional dimensions of HQ (Birkinshaw et al. 2006, Piekkari et al. 2010), by suggesting intermediacy, mandated
role (function), and geographic scope. It also responds to calls for attention on
the variety of HQ types and being explicit about the HQ definitions (BarnerRasmussen et al. 2010, Nell & Ambos 2013). I also argue that it is the combination of the attributes proposed in the above definition that is unique to RHQ
– since individual attributes can be observed also in other organizational units,
and thus makes it a special organizational construct with certain inherent
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qualities. From a theoretical perspective, such special attributes provide fertile
ground for both theory testing and building in HQ and MNC research. So far,
there are only a few (but quite recent) examples (Alfoldi et al. 2012, Laamanen
et al. 2012, and Hoenen et al. 2014) of the use of these traits to develop theories for wider purposes.

5.2

5.2.1

Key findings: Factors affecting RHQ and the resulting
outcomes
Importance of trust

One of the key findings is the importance of trust between the CHQ and RHQ.
This concept was explored in detail in Essay 3, where we also find empirical
evidence for its relevance from the 222 Finnish RHQ included in the data
analysis. In this sample, trust seems to be a necessary condition for an RHQ to
retain its mandate. Trust is relevant, because it is a polar concept to control,
which is necessary in HQ-subsidiary relationship. It has been previously argued that trust and control are complementary and that trust can replace some
of the control need (e.g. Mayer et al. 1995, Beccerra & Gupta, 1999, O’Donnell,
2000, Schoorman et al. 2007). In the case of RHQ, trust seems to reduce the
agency cost related to control to such an extent that the use of RHQ is viable
despite the incremental cost attached to it. This finding is in line with Beccerra
and Gupta (1999), who explicitly argued that high-trust relationships have
lower agency costs. It also provides stronger verification for the arguments by
previous RHQ researchers, such as Schütte (1998) and Lunnan and Zhao
(2014), who provided more anecdotal evidence on the relevance of trust in the
RHQ setting.

5.2.2

Parenting value in CHQ-RHQ relationship

Another finding related specifically to the relation between CHQ and RHQ is
derived in Essay 2, where I construct three different types of parenting value
on the basis of carrying out a case analysis in nine Finnish RHQs with mandates in Russia, Baltics and other countries. While in my construct the delivered parenting value is related to the subsidiaries in those countries, the required parenting value and perceived parenting value are directly related to
CHQ. The required value is the expectation by CHQ of what the RHQ should
deliver, and the perceived value is the perception of CHQ of what was actually
delivered, i.e. the delivered parenting value. The perception may differ for reasons such as lack of visibility, information anomalies, or beliefs of the MNC
management. The delivered parenting value is generated in the RHQ processes, such as entrepreneurial and integrative activities (Ambos & Schlegelmilch
2010, Alfoldi et al. 2012) and knowledge-related localization, which were observed in the nine case companies. Usually the output of these processes is
destined to subsidiaries, but can also serve CHQ directly (such as reporting).
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This construct follows the basic assumptions of parenting theory (Campbell et
al. 1995a, Foss 1997), although the theory has not previously been extended to
conceptualize the values from this perspective.

5.2.3

Distance-based advantage

The observations regarding distance are essentially related to subsidiary factors. A key finding in Essay 3 is that RHQ will benefit from short geographic,
cultural, administrative, and economic distance (Ghemawat 2001) to its mandated subunits. For the CHQ one way to reduce its agency costs is to utilize the
knowledge and connections of an RHQ, or in other words, its short (geographic and other) distance to the subsidiaries’ local context. It is worth noting that
this concept involves in an interesting interplay with two key attributes of
RHQ, location and geographic scope. Distance is obviously dependent on both
of them, i.e. where the RHQ is located and where the subsidiaries it is mandated to manage are located. RHQ will have a distance based advantage, when
the geographic and other types of distance are short enough (e.g. between Finland and Estonia); inversely, when distances get longer, the subsidiaries are
likely to fall out of the scope (e.g. between Finland and Kazakstan). In other
words, RHQ will benefit from a subsidiary-specific advantage that builds on
the location advantage of its home base, vis-à-vis both the mandated countries
and the CHQ location. This interplay illustrates the importance of location in
the HQ and MNC research, an observation shared by others (e.g. Buckley &
Ghauri 2004, Ghemawat 2005, Tallman & Pedersen 2011, Zaheer & Nachum
2011), and that RHQ should be studied with a proper understanding of its geographic context.

5.2.4

Interplay of environments

An important finding in this thesis was made at the population level. In Essay
4 we studied the evolution of the Finnish RHQ population in the simultaneous
interaction with three different environments (MNC, home country, i.e. Finland, and host countries), which are also reflected in the analytical framework
as the three groups of factors. We observed the interplay of these environmental factors in the evolution and detailed how this interplay took place in the
form of evolutionary processes (Westney 2009). We observed that the CHQ affect
the destiny of the RHQ through such decisions as acquisitions and reorganizations,
and in fact, most decisions regarding the granting or withdrawing a RHQ mandate
were made at the CHQ. RHQ is also affected by the political, economic, and other
local developments of its own environment, for example the favorable conditions in
Finland in the early and mid-1990s, which provided fertile soil for rapid growth of the
RHQ population. Regarding the effect of its subsidiaries, RHQ are embedded in the
environments of those countries where they have mandated subsidiaries (Hoenen et al.
2014). As an interesting example within our population, local events in Russia provided opportunities for RHQ but also caused drastic dismantling of regional mandates.
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5.2.5

Mandate loss as an outcome

Now moving on to discuss the findings related to the outcomes, I will first note
that one of the most intriguing gaps in the current RHQ research is the limited
number of studies focusing on the intermediate and performance outcomes of
the existence and activities of RHQ. It is therefore particularly interesting to
contribute with two key findings that fall into this category. The first relates to
the Essay 3 and its research setting, where we explicate the RHQ mandate loss
as an outcome. We observed a finite mandate loss in 93 of the 224 RHQ (42 %)
we interviewed. Mandate loss is obviously an ultimate outcome in the life of an
individual RHQ, and while there is previous interest in RHQ life cycles (e.g.
Lasserre 1996) and RHQ failures (e.g. Parks 1969), explicit research on mandate loss is missing. However, this finding makes part of a discussion within a
wider MNC structure (e.g. Birkinshaw 1996, Galunic & Eisenhardt 1996), relating to Dörrenbächer and Gammelgaard (2010), who studied subsidiary
charter removals and also connected their findings with host country disadvantages and peripheral position in the MNC. Similarly, we found a nuanced
relation between RHQ location and mandate loss.

5.2.6

Evolutionary patterns of parenting advantage

The second finding regarding the outcome is perhaps more complex, since it
involves both intermediate and finite outcomes. This entails the construct in
Essay 2, in which the value added by the RHQ represents an intermediate outcome, whereas the mandate retention or loss represents a finite (performance)
outcome. Furthermore, the relation between the intermediate outcome, i.e.
value added, and the finite outcome, mandate loss or retention, is conceptualized through four evolutionary patterns that reflect the different evolutionary
paths for the required and perceived value, depending on the RHQ processes
and contextual factors. As discussed earlier, this construct and the conceptual
use of value added is drawn from the parenting theory (Campbell et al. 1995a,
Foss 1997). While the theory has been applied in a number of conceptual situations (e.g. Goold et al. 1998, Goold and Campbell 2002), the construct suggested here is novel and thus an extension to parenting theory. These patterns
are illustrated in Figures 13 and 14.
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Figure 13: Alternative patterns 1 and 2 for the evolution of the added value of RHQ
through the lens of the analytical framework
Figure 13 above presents two of the four alternative patterns for RHQ evolution. In continuous parenting advantage the perceived value constantly exceeds the required value, and as a consequence the RHQ mandate is retained,
as was observed in Mars and Robert Bosch. However, in gradual change in
parenting advantage the situation is different. The value required by CHQ
increases, which can happen for example due to growth in subsidiary business.
As a result, over time the required value exceeds the perceived value, which in
turn leads to a mandate loss, as was the case in IBM. Figure 14 below illustrates the other two patterns. An abrupt change in requirements means that
CHQ makes a decision that leads to a sharp and sudden increase in the required value, for example an acquisition in one of the mandated countries,
such as BAT’s acquisition of Denmark-based STK, which led its RHQ to move
from Helsinki to Copenhagen. When the required value exceeds the perceived
value as a consequence of such action, the result is again a mandate loss. Finally, in abrupt change in perception, the required value remains constant, but
the value perceived by CHQ changes swiftly and in this case negatively, thus
leading to non-fulfillment of the requirement. Again, a mandate loss follows.
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Figure 14: Alternative patterns 3 and 4 for the evolution of added value of RHQ
through the lens of the analytical framework

5.3 Dynamics of regional headquarters
In the previous discussion I have already touched on a number of findings related to the RHQ dynamism. I will now discuss three more topics that emerge
from the theoretical and empirical analysis and that are fundamentally related
to the research question. The following discussion involves exploring the
mechanisms of role and location dynamism, two of the key attributes of RHQ.
The third discussion addresses the birth of RHQ. All three discussions are facilitated by the use of my analytical framework.

5.3.1

The underlying mechanisms in the dynamism of RHQ role

I will start by exploring the effects of role in the RHQ dynamism, illustrated by
Figure 15, which summarizes the key concepts in this dynamic process. There
are two necessary conditions for the RHQ, first, that it is trusted by its parent
CHQ, and second, that its subsidiaries provide a parenting opportunity
(Campbell et al. 1995a). This means that the subsidiaries have improvement
needs that can be addressed by the capabilities that the RHQ possesses. Having the required capabilities, i.e. parenting characteristics (Campbell et al.
1995a), enable the RHQ to set up value-adding processes and perform entrepreneurial, integrative, or localization roles (Ambos & Schlegelmilch 2010,
Alfoldi et al. 2012) as explained in Essay 2 based on the observations in the
72

nine case companies. This in turn will lead to generating added value, which in
turn will lead to mandate retention, as described earlier. Considering that all
of the attributes in this complex equation are likely to change over time, so will
the RHQ role (Lasserre 1996). The above findings nevertheless provide empirical support for conceptualizing regional management as a system which shifts
and adjusts in response to changing top management and environmental requirements (Piekkari et al. 2010).

Figure 15: The underlying mechanisms in the dynamism of RHQ role

5.3.2

The underlying mechanisms in the dynamism of RHQ location

Moving onto the location dynamics, a third of the RHQ sample in my data had
been terminated over the course of the period studied. In a considerable number of terminated cases (46%) the RHQ mandate had been transferred elsewhere within the MNC. Relocation of a RHQ unit (e.g. Perry et al. 1998, Yeung
et al. 2001) can simply mean transferring existing responsibilities and activities to a new geographic location, but it often also involves other changes and
reflects shifts in the MNC strategy developments. Figure 16 describes the
mechanisms that lead to a location choice, in case of a new RHQ, or change in
case of an existing RHQ, i.e. relocation. The key concept of this dynamic process is the location choice criteria (e.g. Heenan 1979, Avenell 1996, and
Laamanen et al. 2012). They are driven by firm-specific factors, which also
affect the role that the RHQ should perform (Dunning 1988). However, the
criteria are also affected by the subsidiary factors, which are represented by
the parenting opportunity (Campbell et al. 1995a). These two effects mean that
the “generic” criteria for an ideal location are adjusted on the basis of needs
within the geographic scope for which the RHQ in question is mandated and
within the specific role it has been granted; needless to say, the two are interrelated. Furthermore, environmental factors play an important role in the process, in this case related to the specific location, translating to location-specific
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advantages (Dunning 1988). However, there is also sometimes an active party
involved, the local (national or municipal) government, which aims at creating
a pull factor, with various incentives, such as tax exemptions or reliefs
(Laamanen et al. 2012). On the other hand, in case of relocation, there could
be a similar push factor in the locations with high tax or high cost. However,
this is not depicted in Figure 16. To conclude, the interplay of these factors will
result in a location choice, which in the case of an existing location would
mean relocation.

Figure 16: The underlying mechanisms in the dynamism of RHQ location

5.3.3

Birth of RHQ

Finally, I return to the very beginning, to the birth of RHQ, or in other words
granting a new RHQ mandate, either to an existing subsidiary or setting up a
green-field operation. Both methods are used, while the green-field method
has been more popular in Asia (Lasserre 1996, Enright 2005a) and the choice
of an existing subsidiary in Europe (Ambos & Schlegelmilch 2010).
Figure 17 illustrates the process, when as a starting point there is no RHQ,
but only a direct CHQ-subsidiary relationship. One may ask what initiates
such a process and arguably there is a need for more entrepreneurial, integrative or localization support that the new RHQ would be able to provide in
comparison to the current arrangement. This could happen if the complexity
in the region has become unbearable, there is rapid growth in the market, or
the MNC is entering a new market (or region). Following the findings in Essay
3, a new RHQ would be set up, if the agency cost with such arrangement is less
than in the direct relationship. Usually this of course involves more than just
one subsidiary, which introduces the question of which geographic scope to
select (Ghemawat 2005, Ambos & Schlegelmilch 2010). Following the findings
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in Essay 4, the environmental factors may facilitate the birth of a new RHQ. In
the case of the Finnish RHQ population, the changes in the geopolitical situation and Finland’s entry to the European Union facilitated the emergence of a
large number of RHQs in the 1990s.

Figure 17: The underlying mechanisms in the birth of RHQ
Returning now to the location choice for a new RHQ, one would expect one of
the two reasons to prevail, either there is a node, an existing subsidiary which
has such parenting characteristics that can be utilized to address the parenting
opportunity, or there will be sufficient location-specific advantages to justify a
greenfield operation in a new location. To conclude, it is important to note that
in this process the role, location, and geographic scope will be defined in interplay, where the three attributes are dynamically dependent on each other, and
a decision regarding any one of the attributes will also dictate the choice of the
other attributes to some extent.
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6. Contributions and implications

6.1 Answering the research question: why do RHQ live and die?
In the introduction to this thesis I presented my simple, yet fundamental research question: why do RHQ live and die? While obviously this entire thesis
attempts to answer that question and the full answer will extend from the one
cover to the other, I would like to provide the reader with a summary. This is
shown in Figure 18 below.

Figure 18: Simplified answers to the research question: Why do regional headquarters live and die?
How do RHQ retain or lose their mandate over time? Typically, the death of an
RHQ resembles more the fate of monarchs in Hamlet’s time – by violent act –
than passing away peacefully after having completed their term successfully.
My longitudinal study shows that while RHQ may evolve through a life cycle,
they are most likely to lose their RHQ mandate due to a disruptive change in
the MNC or to external developments. These reasons account for two thirds of
the RHQ mandate losses in the data, while natural death remains in a clear
minority.

6.2 Contributions of this thesis
This thesis makes several contributions to the academic body of knowledge. Its
strongest contribution lies within the specific field of RHQ research, but it also
contributes in the HQ research as well as to the wider literature on MNCs in
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general. Since many of the contributions are discussed in more detail either
elsewhere in this summary or in the four essays, I will here attempt to summarize the contributions and bring them into a wider context. In order to structure this discussion, I will make use of Roth and Kostova’s (2003) review of
MNCs as a research context in which they classify extant research and suggest
how to enhance its use in theory development. They identify three major ways
to employ MNC in research: studying MNC-specific phenomena, validation
and expansion of existing theories, and development of new theories. I will
begin with these.

6.2.1

Studying MNC-specific phenomena

Like much of the MNC research (Roth & Kostova 2003), my thesis also relies
heavily on studying phenomena “that essentially does not exist in the nonMNC context” (p. 885) - RHQ is certainly such a phenomenon. Roth and Kostova (2003) note that, while the contribution in such studies lies in the examination of the phenomenon, mere understanding and description may be useful
when the phenomenon is not very well understood. My contribution in this
respect is my focus on RHQ dynamism, which lacks prior analytical attention.
While previous RHQ research tends to focus on understanding RHQ roles, the
well-acknowledged dynamism relies on a few existing contributions such as
Lasserre (1996) and Piekkari et al. (2010). The dynamism also has wider relevance, since neither is HQ dynamism a well-known topic (Ferlie and Pettigrew
1996). Another contribution specific to RHQ research is my attention to explaining the outcomes of RHQ activities. In my systematic review of RHQ literature I noticed that few studies had focused on explaining intermediate and
performance outcomes. Much more attention has been put on them in the
MNC literature but also in the CHQ literature (Menz et al. 2013)

6.2.2

Validation and expansion of existing theories

The second main focus identified by Roth and Kostova (2003), the validation
and expansion of existing theories, has not been a key objective in my thesis.
However, Roth and Kostova (2003) note that many MNC researchers made
use of the intraorganizational complexity that the MNC offers, and so do I. As
explained earlier, the existence of RHQ provides evidence of such complexity
and as the framework developed in this thesis illustrates, it is torn by various
forces from the surrounding complex environment. In this respect my thesis
makes two contributions. First, it provides new knowledge on the intermediate headquarters within MNC, how they are constructed and which mechanics
affect them. This contribution is specifically at the HQ level, since I am promoting a more nuanced understanding of the nature of HQ in the MNC. Second, the application of parenting theory, agency theory, and organizational
ecology in the RHQ context is novel. There are some previous examples of the
use of parenting theory (Ambos & Schlegelemilch 2010) and agency theory
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(Alfoldi et al. 2012), but they have not been applied together previously. While
the goal has not been to validate these theories - and agency theory and organizational ecology are hardly in the need of further validation – this thesis does
provide a new extension for these theories. Agency theory has not been applied
previously in the RHQ context, neither quantitatively nor taking into account
the simultaneous principal-agent relationship of RHQ, and organizational ecological theories have not been previously applied in the RHQ context at all.
Furthermore, as argued earlier, the basis for parenting theory remains relatively vague, and this thesis provides further validation of its applicability in
explaining intraorganizational complexity.

6.2.3

Development of new theory

Roth and Kostova (2003) argue that the third major way to use MNC, the development of new theory, “represents the highest potential contribution of
MNC research, yet it is the least utilized so far” (p. 883). Within this category,
they identify contributions that provide new explanatory mechanisms, and
some of my contributions also lie in this area. First, I provide a conceptual
model depicting the development of RHQ value over time. Making use of parenting theory (Campbell et al. 1995a), this model builds on the value-adding
processes (Ambos & Schlegelemilch, Alfoldi et al. 2012), but importantly adds
two more dimensions, namely a distinct conceptualization of value, and time –
thus making the model dynamic. In close relation to the model are two more
contributions, namely the distinction between three kinds of parenting value
and the four key evolutionary patterns for the value added of RHQ. Both offer
further conceptualization of the parenting theory. Overall, this model contributes to RHQ research and equally well to HQ research by providing further
understanding on the relationship between the two and by explicating a key
mechanism in the functioning of the complex MNC structure.
Second, the findings from my quantitative analysis in Essay 3 provide an explanatory mechanism for the RHQ mandate retention, which requires that
RHQ is trusted by its corporate parent and that the geographic, cultural, administrative, and economic distance to its mandated subsidiaries is short
enough. Furthermore, this explanatory mechanism provides evidence of a finegrained relationship between location and RHQ mandate loss. Third, the organizational ecological analysis of the RHQ population in Finland has shown
the pivotal role of variation, selection, and retention processes in the evolution of the RHQ population. This is a novel contribution in RHQ research,
since although RHQ have in some studies been treated as populations (e.g.
Yeung et al. 2001, Enright 2005a, Edgington & Hayter 2013), they have not
previously been studied through such a lens, and therefore the role of these
ecological processes has not been previously revealed in this context. Moreover, this contribution extends our overall understanding of the RHQ dynamism.
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6.2.4 New organizational conceptualizations

Continuing on the development of new theories, Roth and Kostova (2003)
suggest new organizational conceptualizations as another way to benefit from
the MNC’s distinct characteristics. A key contribution in my thesis in this respect is the new definition of RHQ as “an intermediate organizational unit
with a mandated role, geographic scope, and location, which is tripleembedded, terminable, and sensitive to change.” This trichotomic construct
interlinks the key attributes of RHQ in a novel way and also takes into account
the geographic scope, which has previously been ignored despite its high practical relevance (Ambos & Schlegelemilch 2010). Furthermore, it encapsulates
another key contribution, the identification of the four characteristic attributes of RHQ, namely intermediacy, terminability, triple-embeddedness, and
sensitivity to change, which together distinguish RHQ from other types of organizational units and provide its unique features. These contributions respond precisely to the request by Roth and Kostova (2003) that
“[f]undamental to strengthening MNC research is… the clear specification of
what exactly is distinctive and defining for these types of organizations and
building on this specification in the theoretical development” (p. 895).
Another key contribution following Roth and Kostova’s (2003) advice is the
theoretical and analytical framework for RHQ research. This simple framework builds on the conceptualization of RHQ as a trichotomy of role, location,
and scope, and extends to three groups of factors, those emanating from CHQ
or from the MNC as a contextual structure, from environmental factors, more
specifically from the local and regional environments of RHQ, and from the
subsidiaries it is mandated to manage. The fourth element contains the intermediate and performance outcomes of the activities of RHQ. The focus in the
model is on the relationships, following Whetten’s (1989) note that
“[r]elationships, not lists, are the domain of theory” (pp. 492-493) in his article asking “What constitutes a theoretical contribution?” While similar frameworks have been constructed before (e.g. Lasserre 1996, Yeung et al. 2001), the
novelty in this framework is precisely in its treatment of relationships. Moreover, it should be noted that this framework makes no attempt to be allencompassing, but is instead applicable in understanding the mechanisms that
prevail in RHQ and its context – which is also the purpose for which it has
been applied in this thesis. As such, this contribution is clearly limited to RHQ
research.

6.2.5

Methodological contributions

This thesis makes also some methodological contributions. These contributions lie specifically within the RHQ research, which suffers from certain
methodological shortcomings as explained earlier. The first contribution involves the data set itself. Roth and Kostova (2003) suggest that one way to
improve MNC research is to study combinative phenomena, which they argue
“come into being through a complex interplay of various entities and events
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that results in the emergence of something new” (p. 897). The emergence of an
RHQ population in Finland is an illustrative example of such a combinative
phenomenon, as described in Essay 4. Furthermore, the data set is also one of
the largest ever collected in the RHQ context (Enright 2005a) and the only
large data set with longitudinal data.
In terms of the methodologies applied, RHQ research is short on quantitative
studies and this thesis provides an important addition to the field in that respect. This thesis is also the first one in the field to take RHQ population as the
unit of analysis and applying ecological methods in studying it. Moreover, this
thesis also offers a systematic literature review of RHQ research, thus introducing another novel method in the field. Furthermore, the analysis in this
thesis benefits from a strong contextualization over time of both the MNC and
Finland as a geopolitical and economic environment. However, the most significant methodological contributions lie in its mixed-method approach, inherent multi-level nature, and longitudinal orientation. I conclude with Hassett and Paavilainen-Mäntymäki (2013), who suggest that “at its best, a longitudinal research design can provide a rich, pluralistic, contextual and deep
understanding of an organizational phenomenon” (p. 19). While I do not dare
claim to have performed the ‘best’ longitudinal research, I would argue that
the mixed method longitudinal approach adopted in this study does contribute
specifically to all of those attributes in its attempt to understand the RHQ
phenomenon.
For the benefit of the reader, I will summarize the key contributions discussed above, in Figure 19:

Contribution

Field of contribution
RHQ

Studying MNC specific phenomena
1
Focus on RHQ dynamism
2

Explaining the outcomes of RHQ activities

Validation and expansion of existing theories
3
New knowledge on the intermediate headquarters
Application of parenting theory, agency theory, and organizational
4
ecology
Development of new theory
5
Conceptual model depicting the development of RHQ value over time
6

Distinction between three kinds of parenting value

7

Key evolutionary patterns for the value added of RHQ

8

Explanatory mechanism for the RHQ mandate retention
Pivotal role of variation, selection, and retention processes in the
evolution of the RHQ population

9

New organizational conceptualizations
10
New definition of RHQ
11

Identification of the four characteristic attributes of RHQ

12

A theoretical and analytical framework for RHQ research

HQ

MNC

●
●
●

●
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Figure 19: Contributions of the thesis (headings based on Roth and Kostova, 2003)
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6.3 Managerial implications
MNC is one of the dominant forms of economic activity in today’s world and
RHQ play an important role in MNCs (Enright 2005a). This translates into
thousands of managers in CHQs, in RHQs and in subsidiaries, who deal in
practice - day in, day out - with the concepts that are discussed in this thesis
from an academic perspective and with a scientific inquiry in mind. They obviously have a constant interest - and pressure - to be able to manage better their
increasingly complex and ever-changing organizations. But what advice can I
give them, on the basis of the findings and ideas in this thesis? What is thus
the managerial relevance of my work? I will explore answers to these questions
from three different perspectives, those of a CHQ manager, RHQ manager and
subsidiary manager, simultaneously trying to benefit from my own managerial
experience in such positions at those three levels.
Taking first the CHQ manager’s perspective, the following are interesting
questions: should we have a regional strategy, what organization structure
would best serve our goals, where do we want to invest our resources in order
to grow or achieve higher profitability, or what competences do we possess in
various locations across the globe? The findings in this thesis would help me in
organizing such thoughts, also in relation to other HQs. If we have a regional
strategy, we should consider designing our RHQ taking into consideration the
interplay between its location, geographic scope and role. The framework and
models presented in this thesis would help me in finding the organizational
design that best fits my firm’s needs, taking into account the market we operate in and the capabilities we may have in various locations, even if they might
not be ‘traditional’ RHQ locations. Rather than slicing the world into equal –
or perhaps geographically predefined – pieces, I would look at those three attributes in parallel, and balance them for each region separately. In other
words, each region might have a different role, varying size and shape of geographic scope, and a location compatible with both the role and scope. Some
regions might have sub-structures with their own sub-RHQ, with specifically
defined, distinct roles. This thesis would also help me understand that, while
this structure is dynamic and would by no means be a permanent one, I should
avoid changing it constantly. Even though the regional structure should be
aligned and live with the corporate structure, it needs to function as an individual entity, too, if I as a CHQ manager want it to perform managerial tasks.
However, this thesis would also help me to understand how the value that my
different RHQs add may evolve over time, and what effects my expectations –
and also my ability to evaluate their added value - would have on their future.
Finally, if I made the effort to read the entire thesis at hand, I would be relieved to know how little all of us know and understand of the complex phenomenon of RHQ.
Putting myself then into the position of an RHQ manager, this thesis would
help me with its dynamic framework. This framework would support me in
realizing and appreciating my surrounding environment and what effect it may
have on my RHQ and thus on myself as an RHQ manager. The findings would
highlight the importance of trust in my relationships with both the CHQ man82

agers and the subsidiary managers. The more trust we can build in these relationships, the easier my management task in the RHQ will be, and the more
likely my RHQ will be to survive in the long run. I would also welcome the reduced levels of control that trust would bring. The processual model would
give me tools to focus on such activities that will best add value for both subsidiaries and CHQ, be they entrepreneurial, integrative, or localization-related.
So if I am given a new market with an entrepreneurial role, I should seek to
look for capabilities in my organization that would again be entirely different if
my mandate required controlling a number of well established subsidiaries.
This thesis would also teach me some valuable lessons of life and death. If I
want my RHQ to survive, it needs to add value constantly. But even if it does
so, it still may die one day. However, my RHQ is more likely to die if my surrounding environment is facing rapid or significant changes; these changes
can take place in the MNC organization, in my own country, in the industry we
operate in, or in the countries that my RHQ manages. The findings and models
in this thesis – such as the four evolutionary patterns – would help me accept
that RHQ dies for a reason, and thus I should rather embrace the change than
oppose it, as well as smaller changes in the role or geographic scope of my
RHQ.
As a subsidiary manager, I would benefit from the contributions in this thesis through a better understanding of the role that the RHQ ‘above’ me plays in
the organization structure of my MNC. It should provide me with more
knowledge on why these people are given the task of managing our country
operation alongside other subsidiaries, and through what processes they aim
at adding value to me and my subsidiary operation. It would be useful for me
to know whether they add me value primarily through an entrepreneurial process or for example through a localization process. On the other hand, if they
do not seem to add value for me, I would question their existence, or at least
the reporting line of my subsidiary. In such cases, the dynamic models provided in the thesis would help me justify my claims.
To finish, I offer yet another perspective on managerial implications from the
external environment, that of the government. It has long been in the interests
of national and local governments to attract HQ to their country or city, and
certain cities have been more active than others in this respect. While this
study cannot judge whether such efforts pay off, it seems evident that governments should seek to attract RHQ, for two reasons. First, MNCs govern a significant amount of economic activity in today’s world and hosting RHQs within its national borders will help any government to benefit from this economic
activity. Second, with the increased complexity of MNC organizations and introduction of RHQ mandates and sub-RHQ, practically any country can host
an RHQ as long as the location-specific characteristics meet the firm-specific
needs. In this respect the location is closely connected with the geographic
scope to be managed and with the role the RHQ should assume. Now moving
the argument to the specific context of Finland, the location of both the empirical data and my university, it appears that there is a surprisingly high number
of RHQ in relation to the efforts put into attracting them over the years.
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Hence, Finland seems like a potential location for RHQ – at least for a certain
limited geographic scope as argued earlier – and more benefits could arguably
be drawn from these advantages. One can also ask, what could be done to attract more RHQ in Finland and perhaps increase their geographic scope beyond current limits.

6.4 Avenues for future research
Research on RHQ is still in its infancy. Much of the existing literature is phenomenological and the work in the field has been described as “rather managerial and descriptive” (Piekkari et al. 2010, p. 514) as well as “impressionistic
rather than analytical” (Enright 2005b, p. 84). Few authors in the field even
claim to develop theories (Mahnke et al. 2012). Such a situation should provide ample opportunity for future research. Based on my theoretical and empirical findings, I will suggest three specific areas - uncharted topics, methodological opportunities, and theory-building – as the main avenues for future
research on RHQ.

6.4.1

Uncharted topic: Sub-RHQ and regional management mandates

Much of the RHQ literature assumes an explicit – and sometimes implicit –
focus on management by an RHQ of one of the triad regions, most typically
Europe or Asia Pacific. Even if empirical data includes in many cases other,
smaller regions, they usually receive limited attention. There are a few studies
that choose to focus on smaller regions and specifically sub-RHQ, i.e. RHQ,
which do not report to CHQ (or DHQ) but to another RHQ (Li et al. 2010, Alfoldi et al. 2012). This entails a hierarchy of regions, where typically one would
assume triad regions to constitute the higher hierarchical level, which would
then be divided to sub-regions. Presumably the RHQ managing a sub-region
would need to be smaller in size than an ‘ordinary’ RHQ. Also, due to the existence of an RHQ, it would be very likely that there are existing, operating subsidiaries in the region, and should there be a need for a sub-region, it would
most likely to be in one of these locations. These circumstances would give rise
to an opportunity to grant a regional mandate to one of the existing subsidiaries. Therefore the two concepts of sub-RHQ and regional management mandate become closely intertwined.
Sub-RHQ and regional management mandates have recently received increasing attention. Li et al. (2010) studied the roles of sub-RHQ and how they
influence the subsidiaries and their superior RHQ. Alfoldi et al. (2012) performed a single case study on a Unilever sub-RHQ in Hungary. Their main
focus was on investigating how HQ functions are delegated to a subsidiary and
they consequently conceptualized such delegation as a ‘regional management
mandate’ (RMM). Li et al. (2010) suggested that sub-RHQ will decrease the
MNC’s liability of regional foreignness, and their findings indicate that in
many activities the sub-RHQ would be more efficient in achieving the benefits
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sought than an RHQ or subsidiary. Also Alfoldi et al. (2012) discussed the benefits and drawbacks of using regional mandates rather than RHQ. They suggested that a regional mandate is cost-effective at “a regional level below the
efficient scale for a dedicated RHQ” (p. 287). However, Li et al. (2010) note
that the subsidiary autonomy brings benefits and that when setting up an
RHQ, loss of those benefits will be incurred as a cost.
While my study has added on the knowledge on sub-RHQ and regional management mandates through its empirical orientation, these topics where not in
the focus of my research. However, further studies would be welcome in order
to provide us with a better understanding of the nature of sub-RHQ and regional management mandates, and how they differ from dedicated RHQ.

6.4.2

Uncharted topic: People in RHQ

While RHQ organizations obviously consist of numerous individuals, the studies specifically addressing the people in RHQ are very limited. Interestingly, in
one of the earliest RHQ related articles, Heenan and Reynolds (1975) discuss
regional HR function, and introduce ‘regional personnel office’ or RPO. Another article focusing on people in RHQ is the analysis by Zeira et al. (2004)
on the difference between joint venture managers and RHQ managers in performance assessment. While they only have an empirical interest in RHQ, they
seem to be alone in studying RHQ managers’ behavior. In the other RHQ studies, people are often ignored and activities that are most certainly performed
by human beings are discussed conceptually, without making reference to
people.
However, some researchers have made observations regarding RHQ staffing.
Schütte (1998) argued for staffing RHQ with CHQ personnel due to the need
for trust and HQ knowledge, while Li et al. (2010) observed that most of the
sub-RHQ managers interviewed by them originated from the subsidiaries. One
could hypothesize that sub-RHQ are different in this respect, perhaps due to
their more operational role and more narrow geographic scope. Alternatively,
staffing practices may have changed in the 12 years between the two studies. In
fact, only a few studies have reported on the type and number of employees
working in RHQs. Grosse (1981) reported that in his sample of Florida-based
RHQ the average number of employees was 18, while Poon and Thompson
(2003) reported averages of 432 (manufacturing) and 323 (service-based) employees in their sample of RHQ based in Asia. Also, Daniels (1986), Dunning
(1988), and Yeung et al. (2001) have reported RHQ employee numbers in size
categories. This scattered evidence shows that it would be interesting to better
understand the roles and numbers of RHQ personnel.
Relationships between people would present another interesting topic of future research. In many studies the relations are constructed being between
organizational units, when they are in fact between individuals working in
those units. Nell et al. (2011b) report, that these relationships are often mediocre. Lunnan and Zhao (2014) on the other hand note that RHQ help “create
trust between subsidiaries and global HQs” (p. 14) and add an empirical ob85

servation that “[t]he global HQ managers that we talked to stressed the importance of trust” (p. 16). Significance of trust in RHQ mandate retention was
one our findings in Essay 3, and trust would provide a useful conceptual starting point for future studies. Trust is an important and extensively studied concept in various relationships (Schoorman et al. 2007) and would also provide
interesting opportunities for interdisciplinary research, drawing from the
fields such as relationship marketing that have made effective use of trust as a
concept (e.g. Morgan & Hunt 1994).
Overall, people in RHQ or micro-level in the organizational theorists’ language, would offer an interesting and largely uncharted avenue for future research. In addition to the points made above, my case analysis in Essay 2 provided evidence that RHQ personnel were mostly relieved when losing the regional responsibilities, since this resulted in clearer roles. Daniels (1987) found
a similar effect - that uncertainty may cause organizational stress in the RHQ,
and also Ambos and Schlegelmilch (2010) noted that role ambiguity often
causes tremendous problems. These tensions caused by the intermediacy of
RHQ would merit more research, which could potentially contribute outside
the RHQ field, and would also have managerial value.

6.4.3 Uncharted topic: Failures, death and other dynamic phenomena in
RHQ

Organizational failures are notoriously difficult to study. Yet they are likely to
provide knowledge that cannot be obtained by studying successful organizations. Interestingly, a look at some of the early accounts of RHQ development
(Williams 1967, Parks 1969, 1974), reveals that the dynamism and the fluctuating fate of RHQ were already evident then. Parks (1969) identified six reasons
for failure. Having a normative stance, Parks (1969) also offered advice on how
to avoid the failure, and suggested that MNCs take care in contemplating
whether they need an RHQ, and if so, what its role should be, where it should
be located, and how it should be staffed. Clearly Parks’ (1969) good advice has
not been followed, since 30 years later Lasserre and Schütte (1999) noted that
RHQ are often established in an ad hoc manner and that “the establishment…
is rarely preceded by in-depth analysis” (p. 250) due to the limited financial
investment required. As a conclusion, they suggest that “lack of planning may
be one reason why so many RHQs either have failed or been dissolved, or have
been restructured” (p. 250).
This thesis seeks to understand both life and death of RHQ – the death being
the ultimate failure for any organization. In fact, the question whether the previous statement is true, is one of the most debated in the RHQ literature. It
involves the question, whether RHQ have a predetermined life cycle and thus a
‘planned closure’ (Lasserre 1996) or whether RHQ are supposed to exist for an
indeterminate period of time (Ambos & Schlegelmilch 2010). Such questions
reflecting the inherent dynamism and change-sensitive nature of RHQ have
been the subject of limited study, and particularly in the study of dynamics,
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RHQ would also provide excellent opportunities to contribute in the wider
literature theorizing on HQ, MNCs, or perhaps organizations in general.

6.4.4 Methodological opportunities

Another avenue for future studies would be to close certain significant methodological gaps in RHQ research. There is still an absence of large-sample
studies in the RHQ context and the field would benefit from more quantitative
research exploring the underlying mechanics. The field should also address the
opportunities for more multi-level research, ideally with respondents representing HQ, RHQ and subsidiary viewpoints within the same MNC. The research on the many dynamic phenomena should apply longitudinal research in
order to reveal the processes that generate the dynamic effects. Also, secondary data are used sparsely (with two exceptions: Perry et al. 1998 and
Laamanen et al. 2012), perhaps due to poor availability, but would be likely to
provide interesting opportunities. However, perhaps the most interesting avenue for future research resides in cross-regional studies. Such studies are rare
(Schütte 1998, Holt et al. 2008), probably since they are difficult to conduct.
However, Piekkari et al. (2010) reported in their case study covering Asia Pacific and Northern Europe on the very different conditions in the two regions
and observed that “the different external and internal contingencies led to different regional management systems in the two regions” (p. 527). Their study
shows that regional comparison is fruitful and likely to yield novel results.

6.4.5

Theory building

Following the arguments made by Roth and Kostova (2003) on MNC research,
I would suggest that an interesting avenue for RHQ research would be within
theory building. RHQ and the related phenomena have such special characteristics, as described in this study, that RHQ research should make serious attempts to generate theories with wider relevance outside the immediate vicinity of the field. The suggested development is illustrated in Figure 20.

Figure 20: Suggested evolution for RHQ research

87

This figure is based on the systematic literature review presented in Essay 1, on
the basis of which I argue that the field has recently moved into the second
phase, and is now benefitting from existing theories in a rigorous way. My suggestion is driven by the distinct characteristics that RHQ provides, with its
unique attributes and complex research setting. While such conditions may
make the research process challenging, they are also likely to provide fertile
ground for unique results.
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