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Abstract

Purpose — The purpose of this paper is to investigate what role national top management team diversity
(TMTD) plays in foreign-owned subsidiary performance. The authors develop a conceptual framework based
on the asset bundling model and the neo-configurational perspective to argue that the impact of TMTD on
subsidiary performance depends on its conjunction with other assets.

Design/methodology/approach — The authors test our framework on a sample of subsidiaries located in
the emerging economies of Thailand and Taiwan. The authors utilise structural equation modelling and fuzzy
set qualitative comparative analysis techniques.

Findings — The results indicate that TMTD can contribute and hurt subsidiary performance depending on
its bundling with other assets such as organisational network strength, competencies, as well as regional and
cultural differences between the home and host country.

Originality/value — This is one of the first studies to empirically test the asset bundling model in the context
of national TMTD in foreign-owned subsidiaries using a configurational approach.
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1. Introduction

The link between top management team national diversity (TMTD) and performance of
multinational enterprises (MNEs) as a whole and subsidiaries in particular is a highly
contested topic in the field of international human resource management (Gong, 2006;
Colakoglu and Caligiuri, 2008). While substantial progress has been made at the firm level
(e.g. Masulis et al., 2012; Nielsen and Nielsen, 2013; Van Veen et al.,, 2014; Hooghiemstra et al,
2019), at the subsidiary level, the link between TMTD and performance is still ambiguous
(Sekiguchi et al, 2011; Lakshman and Jiang, 2016; Tao et al, 2017; Bai et al., 2018). It is
important to develop a better understanding of that issue because ill-fitting TMTD can lead
to serious strategic consequences for the subsidiary as well as the MNE as a whole. For
instance, a currently unresolved dilemma is that of subsidiary legitimacy in the host
country. While greater national diversity can increase host country legitimisation and
subsequent reduced external transaction costs, it might also lead to greater communication
costs with other parts of the MNE network on which the subsidiary ultimately depends for
survival (Tan and Mahoney, 2006; Hyun et al., 2015; Muellner et al., 2017). However, it also
has a more direct impact on human resource management in the subsidiary and the rest of
the MNE. Showing a tendency to have a nationally diverse top management team in the
subsidiary also signals attractive career prospects to potential recruits from the host
country (Ghemawat and Vantrappen, 2015). That has important implications in the global
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search for talent in MNEs across the globe (Burbach and Royle, 2010), but especially so in
emerging markets that are beginning to mature and therefore offer attractive positions in
local companies as well (Schmidt, 2011). After all, subsidiaries can be a key source for
managerial talent in MNEs (Mellahi and Collings, 2010). Given the importance of the topic
for the field of international human resource management and current empirical ambiguity,
we suggest to adapt a different conceptual and methodological stance to address the
question of how TMTD affects subsidiary development and performance.

Much of the current literature argues that the impact of TMTD on performance depends
on internal and external factors (Colakoglu et al, 2009; Muellner et al, 2017; Shin et al., 2017).
However, most studies tend to focus on either one or the other perspective. For example, a
popular view taken by researchers is that TMTD can reduce external transactional costs in
the host country due to the reduced liability of foreignness (Harzing, 2001; Tan and
Mahoney, 2006; Hyun et al, 2015). One argument goes that greater diversity at the
subsidiary top management level increases its ability to localise its business practices,
which in turn increases local legitimacy (Williams et al, 2017). However, it has also been
argued that TMTD itself influences the internal workings of the MNE and the position of the
subsidiary within the MNE. For example, TMTD can contribute to knowledge dissipation
within the multinational network due to potentially improved filtering and channelling of
relevant knowledge across the MNE network (Harzing et al, 2016). Others have started to
combine the two angles. For instance, Shin et al. (2017) applied external cultural and internal
transaction cost economic reasoning to identify subsidiary board staffing patterns. Muellner
et al (2017) argued more from an institutional perspective and found that greater subsidiary
TMTD might also have negative consequences depending on the institutional nuances
between home and host country. Interestingly, both articles suggest curvilinear rather than
linear associations within their symmetric models. This presents considerable progress
compared to earlier studies, which focused exclusively on linear associations between
TMTD and outcome variables such as subsidiary performance (e.g. Gaur et al, 2007,
Colakoglu and Caligiuri, 2008). Therefore, given the ambiguous empirical evidence
regarding internal and external factors, as well as the increasing methodological complexity
applied in the field, we suspect that the underlying patterns in which TMTD influences
performance outcomes in foreign-owned subsidiaries might be more difficult to disentangle
than commonly acknowledged in the field. Consequently, our objective in this paper is to
explain the role played by TMTD in the context of subsidiary level performance by
expanding current conceptual and methodological discussions through asset bundling and
neo-configurational perspectives.

The asset bundling model has been developed by Hennart (2009), and is used to predict
entry mode strategies as well as subsequent subsidiary development (Verbeke and Hillemann,
2013). The two main arguments in the model that are crucial for our study are that asset
bundling is required at the subsidiary, corporate and host country level to be successful and
that local asset access carries non-zero transaction costs. In other words, the mere possession
of assets such as research competencies, trademarks, highly skilled workforce or greater top
management team diversity (TMTD) are not per se enough to determine high-performance
outcomes (Rugman and Verbeke, 2001). That is because those assets need to fit in the
subsidiary specific environment, which includes for instance access to local supplier networks
or customers. Those complementary assets in the host location carry managerial costs to
access and develop (Hennart, 2009; Hennart ef al, 2015). While the asset bundling model has
found considerable resonance in the entry mode research (Verbeke and Hillemann, 2013), it
has so far only sparingly applied elsewhere (Cavanagh et al, 2017). This might be because
only few methodologies can accommodate the underlying conceptual aspects of the asset
bundling model such as complementarity and substitutability of assets. Here we believe that
the neo-configurational perspective has much to contribute.



The neo-configurational perspective emerged from the reinvigoration of qualitative
comparative analysis methodology in the field of strategic management and elsewhere in
the social sciences (Ragin, 2008; Misangyi ef al, 2017). At its heart stands the idea of causal
complexity, which resonates especially with strategy scholars given that many performance
outcomes can be caused by a multitude of configurations, hence, the importance of
equifinality (Fiss, 2011). Equifinality refers to the existence of several asset bundles that
cause the same outcome (Fiss, 2011; Misangyi et al.,, 2017). This approach preserves complex
causal conditions, and instead of testing explanatory variables competing in isolation to
explain a certain phenomenon, it develops configurations of interconnected explanatory
variables that jointly explain a certain phenomenon. The neo-configurational perspective
therefore provides a conceptual foundation that resonates well with the asset bundling
model and also provides with fuzzy set qualitative comparative analysis (fsQCA) a
technique that allows to rigorously investigate bundles of conditions rather than the isolated
impact of single variables, mediators or curve-shaped associations (Woodside, 2013).
Furthermore, we argue that it addresses the crucial interrelationship between theory
development and statistical methods. While symmetric analytical methods allow for the
inclusion of interaction and mediation terms as widely practised in the field (e.g. Shin et al.
2017, Muellner et al. 2017) there are statistical limits such as that the number of terms that
can be included in such models (Feurer et al, 2016). This could imply that theory
development is in danger of being driven by the statistical method rather than the other way
around (Woodside, 2013). fsQCA allows for the simultaneous inclusion of all possible
relationships between conditions, which reduces the risk to omit relevant relationships. This
is of particular relevance to this research that which relies on constructs and conditions,
which might be interrelated in numerous ways (Harzing, 2001; Tan and Mahoney, 2006;
Shin et al. 2017; Muellner et al 2017).

Therefore, we contribute to current literature on the link between TMTD and subsidiary
performance by combining the asset bundling model and the neo-configurational perspective.
The former is applied in order to understand the complementary and substitutive nature of
asset combinations as well as the non-zero transaction costs that are involved to access and
combine those assets in the subsidiary. The latter is used to empirically test the asset bundling
model by moving beyond traditional symmetric regression-based methods.

Accordingly, on the conceptual level we contribute to the literature by interpreting
TMTD as a firm-specific asset that requires bundling with other assets (Hennart, 2009;
Sekiguch et al, 2011) in order to drive subsidiary performance. This stance is often only
implicitly taken in adjacent studies. For instance, Williams et al. (2017) found that an
increase in locally hired managers affects performance when aligned with a conducive local
environment and overall firm strategy. This idea of asset bundling and their contingent
impact on performance is also in line with the conceptual work by Colakoglu ef al (2009),
who argued that TMTD, seen as a unique knowledge set, depends on the internal as well as
external environment surrounding the subsidiary in order to gauge any potential positive
performance impact. Furthermore, the asset bundling model also avoids the pitfall of relying
too much on one side of the argument compared to other conceptual frameworks. For
instance, institutional perspectives sometimes seem to over-emphasise external
contingencies (Kostova and Roth, 2002), whereas agency theory or the resource-based
view of the firm might do the opposite for internal ones (Hennart, 2009; Harzing et al, 2016).
Our approach therefore also differs from the traditional resource-based view interpretation
of expatriate managers (e.g. Holtbriigge and Mohr, 2011; Dutta and Beamish, 2013) because
we explicitly incorporate the assumption that TMTD is only a performance-enhancing asset
in combination with other assets.

Additionally, we contribute on the methodological dimension as well. Previous studies
often assumed a linear relationship between TV TD and subsidiary performance (Gong, 2006)
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mainly combined with a number of moderators (e.g. Gaur et @l 2007; Williams et al, 2017).
As indicated above, Muellner et al (2017) somewhat depart from that tradition in identifying a
number of curvilinear associations in how MNEs decide to employ host country managers.
We aim to contribute to those findings by enriching the asset bundling model with the
neo-configurational perspective, which allows us to go beyond traditional symmetric models
(Woodside, 2013; Misangyi et al, 2017; Verbeke et al, in press). In particular, instead of looking
for the independent effects of variables on the outcome, we aim to identify different
configurations of asset bundles that lead to the desired outcome by employing fsSQCA. The
usage of configurations instead of isolated associations between single variables is at the
center of the asset bundling model, which suggests that there could be a number of different
asset bundles that lead to superior performance outcomes (Hennart, 2009). In addition,
equifinality has so far not been systematically investigated in previous studies in the field.
Lastly, our study also contributes to sampling coverage in the literature, which has
hitherto often focused on Japanese MNEs due to data availability (e.g. Gong, 2006; Widmier
et al., 2008; Cooke et al,, 2018). However, in order to test our framework we draw on a sample of
foreign-owned subsidiaries with headquarters in a greater number of home countries located
in the two emerging economies of Taiwan and Thailand. The two countries are also of interest
because emerging markets in general become increasingly relevant for an ever-growing
number of MNEs from East and West (Tao ef af, 2017; Liu ef al, 2017; Bai et al, 2018).

2. Conceptual framework development

2.1 Subsidiary top management team national diversity and performance

Top-level managers of subsidiaries have a considerable influence on the performance of the
subsidiary as well as its development in a broader sense (Colakoglu et al, 2009).
Accordingly, the use of home country expatriates in foreign-owned subsidiaries has
traditionally been suggested to increase the integration of the subsidiary in the
multinational network (Harzing, 2001), global adoption of organisational practices (Gong,
2006), transfer of corporate culture (Gaur et al, 2007) and control (Lazarova et al, 2017)
among others. However, the broad consensus of those and subsequent studies is that the
issue is not so straightforward and very often depends on a number of factors (Colakoglu
et al., 2009).

For instance, subsidiaries are no longer seen as passive receivers of knowledge from
headquarters (Holtbriigge and Mohr, 2011; Edwards et al, 2015). This has led to gradual
changes across industries to support subsidiaries in their endeavour to tap into host country
knowledge as well as fostering the exchange of knowledge between subsidiaries. This also
required a change in the composition of top management teams from one that is
predominantly ethnocentric to a much more balanced and inclusive one for top management
team staffing models (Berg and Holtbriigge, 2010; Hyun, et al, 2015). However, our point is
that the national diversity within the top management team[1] alone is not the answer per se,
with any impact dependent on the combination of assets including host country, MNE, as
well as subsidiary specific factors (Rugman and Verbeke, 2001; Vahlne and Johanson, 2017).

We believe that TMTD at the subsidiary level is a specific asset, which only has a
positive impact on performance in combination with other assets that characterize the
subsidiary, its host country environment, and the MNE. However, while the merits of the
asset bundling model have been discussed (Hennart, 2012; Vahlne and Johanson, 2017), it
has so far been rarely empirically tested beyond entry mode studies (e.g. Hennart et al,
2015). This lack of systematic investigation of asset bundles could be due to a lack of
appropriate methodological framing to find conclusive answers. This is reinforced by an
overreliance on symmetric models in the field (Fiss, 2011; Woodside, 2013). We therefore
suggest that the neo-configurational perspective can meaningfully complement the asset
bundling model as discussed next.



2.2 Top management team national diversity and configurational considerations

The neo-configurational perspective is a recent addition to the theoretical frameworks used
in the broader management literature (Ragin, 2008; Fiss, 2011; Su et al, 2017). Its
applicability is underpinned by new realities prevalent in subsidiaries of modern MNEs. For
example, subsidiary top management teams are increasingly asked to develop their entities
from humble knowledge receivers to knowledge senders within the MNE network (Doz et al,
2001; Hutzschenreuter and Matt, 2017). This requires a rethink at the headquarters as well
as subsidiary level of what constitutes firm-, subsidiary- and location-specific advantages
(Rugman and Verbeke, 2001). For instance, a nationally diverse top management team
might contribute to subsidiary performance only if the subsidiary also has strong network
links to other parts of the MNE as well as being located in a culturally distant host country.
This could be because the nationally diverse management team might only be able to utilise
its communication and knowledge screening advantage conducive to subsidiary
performance in combination with having relevant receivers inside the MNE network and
only if the knowledge requires overcoming cultural barriers. On the other hand, a nationally
diverse top management team might not be considered an asset if it lacks those internal
network linkages or being located in a culturally close host country in which national
diversity might be rather seen as hampering internal communications.

We believe that the neo-configurational perspective, which consists of the following
three main features, allows incorporating such new realities in a coherent manner. Each
feature will help us in expanding the asset bundling model in the context of TMTD and
subsidiary performance. The first feature is conjunction. Conjunction refers to the
existence of asset bundles, rather than individual assets, with which TMTD affects
subsidiary performance. Equifinality is the second feature. It allows for the possibility of
having a number of different asset bundle configurations that can lead to the same
outcome. In our case, there can be a number of configurational combinations of
conditions[2] in which TMTD affects performance. The third and final feature is
causal asymmetry. This implies that the configurations in which TMTD is part of
high-performance subsidiaries might be different from those that cause the absence of
high performance. Beyond those features, the thinking framework of the
neo-configurational perspective also provides a different methodological understanding.

Misangyi et al. (2017) highlight that the neo-configurational perspective also distinguishes
itself from the more commonly applied symmetric correlation based approaches in the
following four ways. First, foreign-owned subsidiaries are seen as cases of set-theoretic
configurations. As a result, subsidiary characteristics are configured as belonging to certain
theoretical sets. For instance, some subsidiaries might be strongly integrated into inter-
organisational networks; others more in intra-organisational networks, and a third set might
have strong relationships with both. Hence, set-theoretical configurations allow for
equifinality in a sense that TMTD might be part of high-performance subsidiaries in a
number of different configurations. Second, subsidiaries will be calibrated and assigned set
membership based on certain theoretical considerations or the particularities of the
subsidiaries in the sample. Third, there can exist necessary and sufficient relations between
sets, which implies that some conditions might be crucial (i.e. necessary) while others can be
sufficient (ie. contributing only in some configurations). Finally, the neo-configurational
perspective provides a counterfactual analysis of unobserved configurations, which means
that the analysis allows for the consideration of all plausible configurations, even those that
are not actually observed in the data set itself. This provides a more inclusive view on the
problem rather than only focussing on particular external institutional factors for instance
(e.g. Gaur et al, 2007; Muellner et al, 2017). Along those conceptual arguments, we will now
review the existing literature and develop our research questions. The selection of themes
followed the mainstream subsidiary development literature, which identified network
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strength, competences and macro-locational factors such as home region and cultural
differences, as key structural factors (e.g. Bai ef al, 2018).

Networks. In order to access local knowledge and exploit this knowledge across the MNE,
subsidiaries need to develop network relationships with actors inside and outside the MNE
network (Bartlett and Ghoshal, 2002). However, access to such local networks is not free for
the multinational (Hennart, 2009; Vahlne and Johanson, 2017). Hence, greater TMTD has
been argued to positively influence the development of local linkages since a more diverse
management team is often seen as a means of gaining easier access to local networks due to
their broader international experience for instance (Colakoglu ef al, 2009; Edwards et al,
2015). On the other hand, greater TMTD might also increase communication costs inside the
multinational (Holtbriigge and Mohr, 2011) and can in the worst-case even lead to the
isolation of the subsidiary within the MNE network (ul Haq et al, 2017). This could
be amplified by strong inter-organisational network relationship development that can pull
the subsidiary strategically away from the goals of the headquarters (Schotter and Beamish,
2011). On the other hand, the exposure to new knowledge might be of use in adjacent
subsidiaries located in similar markets, rather than the headquarters (Doz et al, 2001,
Hutzschenreuter and Matt, 2017). Greater TMTD could facilitate this knowledge transfer
and therefore increase the standing of the subsidiary in the MNE network eventually
leading to performance-enhancing reinvestments by the headquarters or mandate
expansions (Tippmann et al, 2018). Hence, the effect of TMTD in combination with
network conditions is clear-cut.

Competencies. Expatriates are considered a key factor in transferring knowledge and
other intangibles within the MNE (Gong, 2006, Harzing et al., 2016). Subsidiaries with a
strong competence base can take on an exalted position within the MNE network
(Birkinshaw et al, 1998; Holtbriigge and Mohr, 2011). Furthermore, subsidiaries with higher
competence levels might benefit from TMTD in that a deeper knowledge pool might allow
for knowledge dissipation into the far reaches of the MNE network (Colakoglu et al., 2009).
For instance, a nationally diverse top management team might be more likely to identify
opportunities for knowledge application within the MNE, which in turn might increase
overall performance. However, others argued that such key subsidiaries are likely to be
more tightly controlled by the headquarters (Holm et al, 2000), which might indicate that
higher performance might be achieved through reduced TMTD. On the other hand,
knowledge dissipated from nationally diverse management teams might be also looked
upon with suspicion from other parts of the network due to the potential lack of internal
legitimacy (Edwards et al, 2015). Hyun et al (2015) even suggest balanced approach to
TMTD as a rule of thumb based on tasks and competencies in Korean subsidiaries. Hence,
the impact TMTD and competencies on subsidiary performance is far from settled.

Culture and region. Being located in a culturally different host country can be a decisive
asset for the subsidiary since it might have exclusive access to novel ideas, which are not
easily accessible for other parts of the MNE network (Doz et al., 2001; Shin et al, 2017; Liu et al.,
2017). Gaur et al (2007) showed that greater cultural and institutional differences between
home and host country might increase the headquarters desire for control over the subsidiary.
This might indicate a preference for a less diverse top management team. Colakoglu and
Caligiuri (2008) found that less TMTD could positively influence performance in such a
setting, while Shin et @l (2017) identified curvilinear effects. However, all three studies were
based on a sample of Japanese MNEs. In addition to this, knowledge that is embedded in the
local environment of the subsidiary might be a double-edged sword for the MNE. On the one
hand, it is most likely not easily transferable across the whole of the MNE network (Kostova
and Roth, 2002), while on the other hand, it might be only accessible through a diverse top
management team that is more familiar with the local cultural setting that is asymmetric to



the one in the home country (Williams ef al, 2017). This leaves the question open as to what
extent TMTD can contribute to performance in combination with other conditions in
culturally different settings.

Furthermore, since Rugman and Verbeke’s insights on the regional nature of most MNEs
(Rugman and Verbeke, 2004), it has also been indicated that business environmental
differences matter not only between countries, but also between regions. Van Veen et al.
(2014), for instance, indicated at the firm level that companies prefer international board
members from their home regions. In line with that, Muellner ef al. (2017) suggest that the
positive performance impact of a nationally diverse subsidiary management team
diminishes in light of larger cultural and other specific differences between the home and
host region. At the same time, others suggested that the knowledge seeking desire and
return expectations might outweigh such considerations (Doz et al, 2001; Hutzschenreuter
and Matt, 2017).

From the reviewed evidence, we derive the first research question:

RQI. What are the characteristics of TMTD causal asset bundles that cause high
subsidiary performance outcomes?

However, it is important to recognise that understanding the presence of certain asset
bundles might be only half of the story. Otherwise, there is a danger of creating a bias in that
many studies focus on the most successful subsidiaries only and consequently on their
characteristics. In neo-configurational thinking, however, it is also important to understand
the other side of the argument. For example, some studies indicated that in the presence of
exalted competencies in the subsidiary, a more diverse top management team might be
conducive to subsidiary performance (Colakoglu et al, 2009). However, that does not
automatically imply that the absence of exalted competencies also leads to the absence of
high performance. In other words, we expect there to be causal asymmetry in the
configurational combinations. That means the absence of certain conditions does not
necessary lead to the absence of the outcome (Misangyi ef al., 2017). This leads to our second
research question:

RQ2. Is the absence of certain TMTD asset bundles also causing low subsidiary
performance?

3. Research design

In order to answer our research questions, we surveyed managing directors of
foreign-owned subsidiaries located in Thailand and Taiwan. There are two main reasons
why we deemed Thailand and Taiwan as suitable host countries for our study. First, both
countries are important trading hubs in the region and have a comparatively long foreign
direct investment history. Second, the Greater South East Asian region appears seldom
discussed in the extant literature, in which the focus is still very much on advanced
economies like Japan (e.g. Gong, 2006; Widmier et al, 2008; Shin et al., 2017).

We constructed the sample universe based on a Dun and Bradstreet database in Taiwan
and the Department of Business Development database published by the Ministry of
Commerce in Thailand. In each country, we focussed on subsidiaries with more than
50 per cent foreign ownership. The survey instrument has been pilot tested using a panel of
academics and professionals. We also applied forward and backward translation techniques
in order to deal with language differences (Chidlow ef al, 2015). The survey design largely
followed the guidelines of the World Enterprise Survey conducted by the World Bank in a
number of emerging and advanced economies (World Bank, 2011). Accordingly, in each
university, a team of research assistants had been trained to collect the data. The survey
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Table 1.

was personalised and addressed directly to the managing director of each subsidiary to
increase the response rate. The establishment of direct contact is seen as important to
increase response rates in cross-national surveys, to develop trust between researcher and
respondents, as well as to provide explanations of the research process if necessary
(Harzing, 2000; Harzing et al., 2013). Eventually, the questionnaire was sent out via e-mail
and postal survey, or the data were collected directly in a separate phone call. After several
contact attempts, we obtained 101 responses from Taiwan and 102 from Thailand. The
response rates were 13.1 per cent in Taiwan and 7 per cent in Thailand. The companies are
headquartered in 17 different home countries[3]. Further sample characteristics are
provided in Table I and details of the manager nationalities in the Appendix.

3.1 Measurements

We relied on well-established survey constructs in order to increase the comparability and
rigour of our study (Chidlow et al, 2015; Dahms, 2019). Where necessary, the Likert scales
have been changed from 1 to 5 into 1 to 7 to take into consideration any cultural perception
differences that may exist among the respondents (Harzing et al, 2009; Kingkaew and
Dahms, 2019).

The dependent variable was subsidiary performance. We measured performance
subjectively for several reasons. First, accounting data are relatively difficult to obtain from
respondents and might not be insightful from subsidiaries due to transfer pricing policies.
Furthermore, some managers might be reluctant to share this kind of information, which
might reduce response rates. Second, subjective and objective performance data have been
shown to show similar results (Singh et al, 2016). Last, performance has also been measured
subjectively in relevant adjacent studies (e.g. Williams et al, 2017) and can therefore be seen
as a well-accepted way to gain a holistic understanding of subsidiary performance.

With TMTD, we want to understand how the variety of top managers national
background influences subsidiary development. For the TMTD measure, we followed
Harzing and Noorderhaven (2006) and Harzing et al (2016) and asked respondents to
indicate the use of expatriates in each value added function of the subsidiary. The managers
could be from the host country, home country, or third country and we distinguished
between five different functions including managing director, head of R&D, head of
production, head of marketing, head of human resources and head of finance. We then
followed Nielsen and Nielsen (2013) and converted those scores in a standardized Blau
(1977) diversity index. The index measure is appropriate since the categories are qualitative
in nature, which would make other measures such as Euclidean distance unsuitable
(Harrison and Klein, 2007). Additionally, we assume “within units, members differ from one
another qualitatively” (Harrison and Klein, 2007, p. 4). In our case, the nationality

Size (number of employees) Years in foreign ownership
Employees Freq. % Years in FO Freq. %
<20 59 29 < 9years 50 25
21-70 62 31 10-19 years 91 45
>71 82 40 > 20 years 62 30
Total 203 100 Total 203 100
Entry mode Industry
Freq. % Freq. %
Greenfield 136 67 Manufacturing 131 65
Acquisition 25 12 Service 72 35
Joint venture 42 21 Total 203 100

Sample characteristics  7otal 203 100




backgrounds of subsidiary top managers. It has been suggested in the general group variety
literature (Williams and O'Reilly, 1998; Homberg and Bui, 2013), that this kind of variety is
to produce two kinds of effects. On the one hand, the information-decision-making
perspective highlights the advantages of having a heterogeneous management team with
greater information processing capability or an increased legitimacy in the host country. On
the other hand, the similarity-attraction perspective emphasises the shortcomings of team
heterogeneity concerning decision consensus finding ability, difficulties in communication
or conflict potential (Williams and O'Reilly, 1998; Homberg and Bui, 2013). Accordingly,
scholars struggle with developing consensus on the effects of TMTD on subsidiary
development conceptually (e.g. Gong, 2006; Colakoglu ef al., 2009) as well as empirically (e.g.
Sekiguchi et al,, 2011; Hyun et al., 2015). The Blau index allows us to capture this variety and
in combination with our neo-configurational research methodology, to test the variety effect
without having to predetermine directionality. The Blau index is interpreted as follows, the
closer the value is to “0” the more nationally homogenous is the top management team, the
closer the value is to “1” the greater the diversity. For example, a subsidiary from a Spanish
MNE located in Thailand, with a total of five functional management positions (in that
instance, no head of R&D), consisting of a managing director and a head of production from
Spain, and as head of marketing, head of human resources and head of finance all from
China would have a normalised Blau score of 0.72.

The measurement of intra- and inter-organisational network relationships consist of a
ten-item construct, adapted from Gammelgaard ef al (2012), which included vertical
relationship strength with suppliers within the MNE, as well as horizontal ones such as with
local competitors. The competencies construct has been adapted from Birkinshaw et al
(1998) and Dahms (2015). The following question has been asked: “Please indicate the
capability or distinctive expertise of your site in the following areas relative to other units in
the corporation e.g. headquarters and/or other subsidiaries (1 = far below average, 7 =far
above average)”. The categories included were: sales/marketing, production of goods or
services, logistics/distribution, purchasing, research and development, human resource
management, other administrative functions (e.g. Legal, Financial, etc.). Whereas the first
three are the traditional activities carried out in foreign-owned subsidiaries, the later ones
have been more recently identified as a general upgrade across MNEs in their subsidiaries
abroad (Moore, 2001). The activities are seen as well known by subsidiary managers, which
is important for the reliability of the data (Fratocchi and Holm, 1998). Details of the
constructs are provided in Table II.

We also employed variables from secondary data sources. For instance, the home region
variable was derived from the company homepages and the cultural distance measure is
based on the World Value Survey (e.g. Inglehart et al., 2004) for each country and calculated
by using the Kogut and Singh (1988) formula.

We also controlled for a number of confounding factors in our structural equation model
such as size and age of the subsidiary, its industry and establishment mode.

In order to minimise common method bias threats, we included secondary data (e.g. home
region and cultural distance) as well as objective measures (e.g. number of employees, years
in foreign ownership, industry) (Chang et al, 2010). Further to that, the constructs have not
been placed on the questionnaire in a specific order. For instance, the performance construct
has been placed in the middle of the questionnaire in order to reduce issues with social
desirability bias (Christmann and Taylor, 2001; Mudambi ef al, 2014). We also conducted
post-hoc statistical tests such as Harman’s one-factor test, which showed the highest loading
factor only at 19.9 per cent, which indicates little evidence of common method bias in our
data set (Podsakoff and Organ, 1986). Additionally, in line with the recommendations by
Hair et al (2012), we also assed common method bias through the variance inflation factors
(VIF). In particular, following Kock (2015) we used a full collinearity assessment approach.
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Table II.
Measurement

Convergent  Composite Cronbach’s
validity reliability a AVE

Subsidiary performance
Relative to your competitors in your industry, how would you rate your subsidiary’s performance on each of
the following over the last 5 years?

Our profitability has been much better than our competitors 0914 0.943 0909  0.847
Our sales growth has been higher than our competitors 0.949

Our market share has been much higher than our

competitors 0.897

Subsidiary competencies
Please indicate the capability or distinctive expertise of your site in the following areas relative to other units
in the corporation e.g. headquarters and/or other subsidiaries (1 = far below average, 7 = far above average)

Sales/marketing 0.739 0.912 0.887 0.597
Production of goods or services 0.752
Logistics/distribution 0.809
Purchasing 0.693
Research and development 0.810
Human resource management 0.816

Other administrative functions (e.g. Legal, Financial, etc.) 0.779

Inter-organisational network strength
Indicate the strength of relationships you have with each of the following actors (please note: Local stands for
businesses and other organisations in Thailand/Taiwan)

Local customers 0.742 0.865 0.803 0.564
Local suppliers 0.793
Local competitors 0.739
Governmental Institutions in Thailand 0.713
Science Centres, Universities in Thailand 0.656
Intra-organisational network strength
Buyers within your corporation 0.784 0.850 0.780 0533
Suppliers within your corporation 0.836
R&D and innovation centres 0.597
Headquarters 0.755
Other units within the corporation 0.762

The average block VIF was 1.233, and the average full collinearity VIF was 1.331. Both well
below the conservative threshold of 3.3, and well below the more common threshold of 5.
Hence, common method bias is not seen as a severe threat to the interpretation of our results.

4. Analysis

Our analysis will proceed in two main steps. The first contains the descriptive statistics, a
confirmatory factor analysis, and the structural equation model-partial least squares
(SEM-PLS). The second step contains the fsQCA. This two-step method has been adapted
from Jackson and Ni (2013). From the first step we will obtain the z-scores which we will
later use to calibrate our fSQCA in step two. The method is particularly relevant when, as in
our case, constructs are used which lack conclusive theoretical reasons that could inform
our calibration cut-off points (e.g. Ragin, 2008).

4.1 Descriptive statistics, confirmatory factor analysis and SEM-PLS

In order to ensure construct reliability and validity, we conducted a confirmatory factor
analysis. Overall, the indicators for the measurement model were satisfactory. All but
one-factor loadings exceeded the benchmark of 0.6. The convergent factor validity reached
from 0.597 to 0.949. Hence, the only exception was in the intra-organisational network



strength construct the R&D and innovation centres measure. However, the composite
reliability and Cronbach’s avalues were above 0.7, while the average variance extracted
(AVE) was above 0.5 as shown in Table II (Hair ef al, 2012). Therefore, the measure has been
kept in the subsequent analysis.

We tested for discriminant validity by ensuring that the square root of the AVE is higher
than the correlation between the constructs (Fornell and Larcker, 1981). This is the case for
all constructs as shown in Table III. We can also report that the block VIF were below the
2.5 benchmark and hence multicollinearity is not deemed a threat. Hence, we proceeded with
the structural model.

We chose a stable path coefficient estimation method for the structural model (Kock,
2014). The result of the path coefficients and their statistical significance are presented in
Table IV. We use the ensuing z-scores to calibrate the fSQCA conditions. In order to avoid
the common issues with high-level interactions in symmetric analysis techniques (cf. Feurer
et al,, 2016); we only provide the direct associations as results for the SEM-PLS analysis.

4.2 Fuzzy set qualitative comparative analysis

fsQCA is currently experiencing a revival in the broader management and social sciences
literature mainly because of new advancements in software development (Ragin, 2008;
Jackson and Ni, 2013; Su et al, 2017) and a more coherent theoretical grounding in the
neo-configurational perspective (Misangyi ef al, 2017; Verbeke ef al, in press). It
distinguishes itself from traditional symmetric methods not only from a methodological
perspective (by using Boolean algebra for instance) but also through its terminology.

For instance, configurations can be seen as outcome variables, and conditions somewhat
resemble explanatory variables found in typical regression analysis. One key advantage of
fsQCA is that it allows conditions to be part of several configurations, i.e. outcomes. This is
especially relevant in the field of management where outcomes, such as high subsidiary
performance, can have multiple causes (Fiss, 2011; Dahms, 2017, 2018). However, in order to
test such configurations, the variables need to be calibrated into a relevant set of conditions.

Following Jackson and Ni (2013), during the first step of our analysis we obtained
z-scores through the SEM-PLS analysis. In the second step, we convert those into conditions
suitable for fsQCA. We chose a z-score of 1 as being fully in, —1 of being fully out and 0 as
0.5 cut-off point. For example, in terms of performance, the view taken here is that
if a subsidiary shows the expected performance i.e. a z-score of 0, it is considered as neither
in nor out of a set. This is because our goal is to identify high-performance subsidiaries
relative to their TMTD, network relationship strength, competencies, cultural and
regional conditions.

Once we calibrated all the conditions, i.e. transformed the variables into conditions, we
can start our analysis. First, we test for necessary conditions. Those are conditions,
which by themselves can cause the desired outcome, in our case, high subsidiary
performance. The results are provided in Table V. None of the conditions reach a
consistency value of > 0.9, which indicates that none of the conditions is by itself necessary
to explain high subsidiary performance.

From the necessary condition analysis, we shift our focus to the sufficient conditions.
fsQCA provides truth tables according to which causal combinations are evaluated along
their consistency level. In our particular sample, due to the relatively large number of cases,
we chose a consistency level of around 0.80 and a frequency threshold of 4 as cut-off points
(Ragin, 2008; Fiss, 2011).

Once we have eliminated configurations that fell below our given thresholds, we then
assess the intermediate solutions that emerge from the Boolean algorithm (Ragin, 2008). For
our models, the solution coverage and consistency values are well within the range of usual
thresholds as shown in Table VI. The solutions with the highest raw coverage are
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Performance

Path coefficients p-value manager_nent
- ol 00 team national
Intra-organisational 0.14 0.02 dlver51ty
Inter-organisational 0.26 < 0.001
Competencies 0.22 < 0.001
Host region 0.12 0.05 1519
Cultural distance -0.04 0.27
Age 0.04 031
Size -0.13 0.03
Entry mode 0.01 0.46 Table IV.
Industry 0.11 0.06 SEM-PLS results

Performance
Conditions Consistency Coverage
TMTD 0.596 0.552
~TMTD 0.540 0.603
Intra-organisational 0.712 0.683
~Intra-organisational 0475 0.510
Inter-organisational 0.743 0.697
~Inter-organisational 0438 0483
Competencies 0.692 0.687
~Competencies 0492 0.508
Cultural distance 0.561 0.539
~Cultural distance 0.559 0.599
Host region 0.494 0.585 Table V.
~Host region 0.602 0.533 Necessary conditions
Solution
High performance Low performance

Condition 1 2 3 4 5 6 7 8 9 10 11 12
TMTD ® o o o [ ) [ ) ® o [} ()
Intra-organisational o (] (] ® ® ® ® ® ®
Inter-organisational o [ ] [ ] ® ® [ ) ® ® ® ®
Competencies (] (] ® ® ® (] ® ® ®
Cultural distance o ® ® (] o o o ® (] (] o
Host region e ® ® e e e ® B® ® ® @
Raw coverage 023 016 014 013 018 021 017 016 011 021 022 024
Unique coverage 011 008 006 001 003 007 003 002 005 001 000 0.00
Consistency 08 076 08 08 082 091 081 088 088 084 083 0388
Solution consistency 0.791 0.822
Solution coverage 0.430 0.535
Frequency cutoff 4 4
Consistency cutoff 0.793 0.811 Table VL
Notes: @ means the conditionis present;®means the condition is absent and “blank space” means do not care fsQCA results
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commonly interpreted as the most relevant. Coverage in fSQCA can be seen as equivalent to
the “R” value in traditional regression models. Adopting the conventions by Fiss (2011), @
means the condition is present, ® means the condition is absent and “blank space” means do
not care.

Concerning the overall results, the fSQCA indicates that TMTD can play a crucial role for
high-performance subsidiaries in combination with a range of other assets. TMTD in its
presence or absence matters in predicting subsidiary performance in three out of the four
configurations. This also extends the results from the SEM-PLS analysis in which TMTD
only played a somewhat marginal role given a statistical significance of the path coefficient
of 6 per cent and no indication on how and in which circumstances TMTD matters for high
performing subsidiaries.

The two strongest configurations for high-performance subsidiaries are Solutions 1 and 2.
They show the highest raw coverage scores. Solution 1 suggests that subsidiaries with strong
inter- and intra-organisational network relationships and being located in countries at a larger
cultural distance and outside the home region; perform high in the presence and absence of
TMTD. Solution 2 suggests that a nationally homogenous top management team is a
determinant for high subsidiary performance in conjunction with strong
inter-organisational relationships, high levels of competencies and being located in the
home region in a culturally similar host country. Solutions 3 and 4, while showing a lower raw
coverage, both contain high TMTD as a key contributing condition to high subsidiary
performance. Interestingly, both solutions also indicate strong intra-organisational network
relationships. Configuration 3 shows a constellation of conditions for subsidiaries located in
the home region in culturally close host countries with strong inter-organisational network
relationships. This suggests that the tapping into local knowledge sources might be facilitated
by a nationally diverse top management team only when it is located within the vicinity of the
headquarters. Solution 4 suggests that TMTD contributes to performance when located
outside the host region, in a culturally dissimilar environment in conjunction with high
subsidiary competence levels. This might suggest a corporate focus on competence
exploitation and intra-organisational network dissipation of knowledge.

We also aimed to identify the impact TMTD has on low performing subsidiaries. The
two solutions with the highest raw score both contain high TMTD (Solutions 11 and 12).
While the absence of strong intra- and inter-organisational network relationships is eye
catching, it seems also noteworthy to point out that both solutions include the presence of
large cultural differences between home and host country. That means that TMTD does not
per se reduce the liability of foreignness and is not a universal fix. Instead, it might even lead
to low performance as suggested in our results. This will be further elaborated on in the
discussion section.

4.3 Robustness tests: Thailand and Taiwan

In order to gain a deeper understanding of the role played by TMTD in high performing
subsidiaries we split the sample by looking at subsidiaries located in Thailand and
Taiwan separately. Solutions 1 and 2 show the configurations that lead to high
performance of subsidiaries located in Thailand. We find a similar picture as in the whole
sample, TMTD seems not to be a universal cure to overcome cultural and regional
differences, and a homogenous team might be a more promising way to overcome stark
cultural differences within the home regions as suggested in Solution 2. This could
possibly suggest support for the control desire argument (Gaur et al,, 2007). In Solutions
3-5 for the Taiwanese subsample, a nationally homogenous top management team is a
prerequisite for high performance in all three configurations. The result will be discussed
in the light of our initial research questions and findings of previous studies in the next
section (Table VII).



Solution

Thailand high performance Taiwan high performance
Condition 1 2 3 4 5
TMTD o ® ® ® ®
Intra-organisational (] o [ J [ J
Inter-organisational [ ) [ ) [ ) o
Competencies [ ] [ ] [ ] [ J
Cultural distance ® [ ) ® ® ®
Host region ® ® ® ® ®
Raw coverage 0.10 0.18 0.30 0.13 0.17
Unique coverage 0.05 0.12 0.27 0.08 0.12
Consistency 0.84 0.89 0.83 0.85 0.90
Solution consistency 0.852 0.838
Solution coverage 0.224 0.522
Frequency cutoff 3 3

Consistency cutoff 0.800
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Table VIL
Split-sample
robustness tests

5. Discussion and conclusions

This research set out to shed some new light on the matter of asset bundles in the context of
TMTD and subsidiary performance. We developed a conceptual framework based on the
asset bundling model and the neo-configurational perspective. We tried to answer two
research questions by utilising empirical data collected from a sample of foreign-owned
subsidiaries located in Taiwan and Thailand.

Our first research question asked: what are the characteristics of TMTD asset bundles
that determine high subsidiary performance? The results imply that for subsidiaries located
outside the home region and in countries at a larger cultural distance, the presence of TMTD
only matters for subsidiaries with strong intra-organisational network relationships and
high competence levels. This indicates that TMTD might be used as a driver for knowledge
dissipation within the MNE network (Gaur et al, 2007). For subsidiaries with high inter- and
intra-organisational network relationships in such locations, TMTD does not matter. This
could suggest that the network forces in this configuration outweigh TMTD impact. This is
also in line with adjacent network literature, which suggests that such positioned
subsidiaries might have certain mandates that dominate their strategic development
(Mudambi et al, 2014; Kostova et al, 2016).

In the second configurations set, the asset bundles for subsidiaries located culturally
close and in the home region, we found that the presence of high TMTD only contributes to
high performance for cases of subsidiaries with strong intra- and inter-organisational
relationships. While that makes sense from an information dissipation point of view, it is
somewhat surprising to find that to be the case only for subsidiaries that are not actually
exposed to tremendous communication costs and liability of foreignness due to their
location. This is somewhat contrary to previous studies such as Widmier ef al. (2008) who
found that in culturally close countries, Japanese MNEs prefer a more homogenous parent
country staffed management team. In our case, however, it might be that headquarters feel
more comfortable in managing a nationally divers top management team in subsidiaries
that are located closer to home. This is somewhat in line with Shin ef al (2017) who
suggested the use of a heterogeneous management team could be u-shaped, depending on
cultural differentials between home and host countries. Conversely, our findings indicate
that a homogenous solution to top management nationality seems to be preferable in the
case of strong inter-organisational network relationships and high competence levels. This
suggests that in such cases knowledge protection might dominate management staffing
decision-making (Harzing, 2001; Williams ef al, 2017). Furthermore, in cases were intra- and
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inter-organisational network relationships are strong, the presence of a heterogeneous top
management team is conducive to performance. This might imply a corporate focus that is
more tailored towards knowledge dissemination and activities that focus on the downward
end of the value chain in the multinational network (Doz et al, 2001; Harzing et al, 2016;
Hutzschenreuter and Matt, 2017).

The second research question asked if the absence of certain TMTD asset bundles also
causes low subsidiary performance. Overall, we found that there exists a greater variety of
configurations causing low performance than high performance. One aspect that is eye
catching is that the strongest configurations (i.e. the ones with the highest raw coverage
score) indicate that TMTD in culturally distant countries does cause low performance.
This is somewhat counterintuitive, but it is good evidence for indicating the complexity
that underpins the issue. This finding therefore expands on studies such as Hyun et al.
(2015) who suggested for their Korean sample that a balanced approach might be best for
TMTD. Our findings add to that in showing that many subsidiaries might rather struggle
with that task and if in doubt tend to opt for higher diversity, which might not lead to the
desired outcome.

Our results contribute to theory development as follows. First, we expand current
theoretical debates in suggesting that instead of focussing on a particular asset only such as
corporate strategy and expatriates (Williams et al, 2017) or cultural distance and expatriates
(Shin et al, 2017), it is more likely that the existence of asset bundles helps to explain the
impact of TMTD on subsidiary performance and its strategic development in general.
We are one of the first studies to test this assertion outside of the entry mode literature
(Hennart et al, 2015). We also contribute by suggesting a conceptual extension of Hennart’s
asset bundling model with the inclusion of the neo-configurational perspective. This allows
for the testing of associations between variables that go beyond symmetric relationships
(Gong, 2006; Shin et al., 2017) and allows for the inclusion of the equifinality concept, which
is crucial for understanding firm performance (Fiss, 2011; Misangyi et al, 2017). We
therefore believe that our framework is a consequential and theoretically consistent
expansion of the contingency perspective suggested by Colakoglu ef al. (2009).

5.1 Managerial implications

From a managerial perspective, our framework and method uncovers new nuances to cost-
benefit analysis in the context of top management staffing decisions in foreign-owned
subsidiaries. Our results show that national TMTD does not unconditionally lead to high
performance and can even have the opposite effect in culturally distant locations.
We argued that TMTD is an asset, which only achieves its full potential when used in
combination with other assets and does not provide a blanket solution per se. For instance,
while institutionalists might argue for greater TMTD in culturally distant host countries
(Gong, 2006; Gaur et al., 2007), our results suggest that this only contributes to performance
in conjunction with competence and certain network assets. That implies for managers at
the headquarters to take a multilevel approach in decision-making. For instance, it might
seem tempting at first from a headquarters perspective to establish a more nationally
heterogeneous top management team in a subsidiary located in a country with an unfamiliar
cultural environment. However, the key to high-performance outcomes seems to lie in not
only to consider the macro institutional differences, the network position and competence
level of the subsidiary within the MNE, but also in the context of its local network
relationship strength. While this appears a challenging task to do, headquarters will have to
engage at one point with the local context of the subsidiary when staffing decisions are
meant to have a positive performance impact. That is also to be seen in the light of
the higher recruitment costs of host country managers, especially in the early stages of the
subsidiary establishment. Human resource manager’s struggle with the candidate selection



process in institutionally distant locations, hence, increased search and screening costs add
to the hurdles human resource manager’s and MNEs in general face in this context
(Ghemawat and Vantrappen, 2015). In addition to that, another aspect to be considered by
human resource managers is that a nationally diverse subsidiary top management team
might face internal barriers to communicate their needs to a potentially homogenous top
management team at the headquarters (Mellahi and Collings, 2010). In combination with our
results, we suggest that human resource management is required to conduct a holistic and
multilevel assessment before decisions on national TMTD are being taken.

5.2 Limitations and future research

Our study also has limitations and offers avenues for future research. For instance, we used
as locations two emerging host economies. This was justified given that we intended to
overcome some of the one home country only studies such as Gong (2006) or Hyun et al.
(2015). However, our study provided only limited insights into headquarter issues as
suggested in Greve et al. (2015). Future multilevel studies may therefore allow for a more
detailed portrayal of the matter (Chung and Dahms, 2016, 2018; Shen et al, 2018). Further to
that, cultural aspects are not static and might change over time (Inglehart et al, 2004).
As such, it would be of value to investigate how cultural changes affect the impact of TMTD
over a prolonged period of time (Fan and Harzing, 2017).

Notes

1. While diversity in gender, age, race, religion and other dimensions exist as well, we follow the
arguments by Gong (2006), Hambrick et al (1998) and Salk and Shenkar (2001), who argue that in
multinational teams, the nationality is a trait of exalted importance.

2. Conditions can be seen as the equivalent to variables in symmetric methods.

3. Australia, Canada, China, Finland, France, Germany, Hong Kong, Japan, Malaysia, the
Netherlands, Singapore, South Korea, Spain, Switzerland, Taiwan, UK, USA.

References

Bai, T., Du, ]. and Solarino, A.M. (2018), “Performance of foreign subsidiaries ‘in’ and ‘from” Asia: a
review, synthesis and research agenda”, Asia Pacific Journal of Management, Vol. 35 No. 3,
pp. 607-638.

Bartlett, C.A. and Ghoshal, S. (2002), Managing Across Borders: The Transnational Solution, Harvard
Business Press, Brighton, MA.

Berg, N. and Holtbriigge, D. (2010), “Global teams: a network analysis”, Team Performance
Management: An International Journal, Vol. 16 Nos 3/4, pp. 187-211.

Birkinshaw, J., Hood, N. and Jonsson, S. (1998), “Building firm-specific advantages in multinational
corporations: the role of subsidiary initiative”, Strategic Management Journal, pp. 221-241.

Blau, P.M. (1977), Inequality and Heterogeneity: A Primitive theory of Social Structure, Vol. 7, Free Press,
New York, NY.

Burbach, R. and Royle, T. (2010), “Talent on demand? Talent management in the German and Irish
subsidiaries of a US multinational corporation”, Personnel Review, Vol. 39 No. 4, pp. 414-431.

Cavanagh, A., Freeman, S., Kalfadellis, P. and Herbert, K. (2017), “Assigned versus assumed: towards a
contemporary, detailed understanding of subsidiary autonomy”, International Business Review,
Vol. 26 No. 6, pp. 1168-1183.

Chang, S, van Witteloostuijn, A. and Eden, L. (2010), “From the editors: common method variance in
international business research”, Journal of International Business Studies, Vol. 41 No. 2, pp. 178-184.

Chidlow, A., Ghauri, PN.,, Yeniyurt, S. and Cavusgil, S.T. (2015), “Establishing rigor in mail-survey
procedures in international business research”, Journal of World Business, Vol. 50 No. 1, pp. 26-35.

Top
management
team national

diversity

1523




PR
48,6

1524

Christmann, P. and Taylor, G. (2001), “Globalization and the environment: determinants of
firm self-regulation in China”, Journal of International Business Studies, Vol. 32 No. 3,
pp. 439-458.

Chung, HM. and Dahms, S. (2016), “Particularistic ties and internationalisation: evidence from
Taiwanese family business groups”, European Journal of International Management, Vol. 10
No. 5, pp. 558-580.

Chung, HM. and Dahms, S. (2018), “Ownership strategy and foreign affiliate performance in
multinational family business groups: a double-edged sword”, journal of International
Management, Vol. 24 No. 4, pp. 303-316.

Colakoglu, S. and Caligiuri, P. (2008), “Cultural distance, expatriate staffing and subsidiary
performance: the case of US subsidiaries of multinational corporations”, The International
Journal of Human Resource Management, Vol. 19 No. 2, pp. 223-239.

Colakoglu, S., Tarique, I. and Caligiuri, P. (2009), “Towards a conceptual framework for the relationship
between subsidiary staffing strategy and subsidiary performance”, The International Journal of
Human Resource Management, Vol. 20 No. 6, pp. 1291-1308.

Cooke, F.L., Wood, G., Wang, M. and Veen, A. (2018), “How far has international HRM travelled? A
systematic review of literature on multinational corporations (2000-2014)”, Human Resource
Management Review, Vol. 29 No. 1, pp. 59-75.

Dahms, S. (2015), “The effects of institutions and subsidiary competence on the international market
orientation in foreign-owned subsidiaries”, Management Research Review, Vol. 38 No. 12,
pp. 1285-1305.

Dahms, S. (2017), “A fuzzy set analysis of foreign-owned subsidiary performance: insights from east
Asia”, Journal of Asia-Pacific Business, Vol. 18 No. 4, pp. 224-241.

Dahms, S. (2018), “The effects of networks and autonomy on foreign-owned subsidiary competence
development in Taiwan”, Infernational Jowrnal of Emerging Markets, Vol. 13 No. 6,
pp. 1615-1634.

Dahms, S. (2019), “The influence of competences and institutions on the international market
orientation in foreign-owned subsidiaries”, European Journal of International Management,
Vol. 13 No. 3, pp. 354-380.

Doz, Y L., Santos, J. and Williamson, PJ. (2001), From Global to Metanational: How Companies win in
the Knowledge Economy, Harvard Business Press, Brighton, MA.

Dutta, DK. and Beamish, P.W. (2013), “Expatriate managers, product relatedness, and IJV
performance: a resource and knowledge-based perspective”, Journal of International
Management, Vol. 19 No. 2, pp. 152-162.

Edwards, T., Sanchez-Mangas, R., Bélanger, J. and McDonnell, A. (2015), “Why are some subsidiaries of
multinationals the source of novel practices while others are not? National, corporate and
functional influences”, British Journal of Management, Vol. 26 No. 2, pp. 146-162.

Fan, SX. and Harzing, A.W. (2017), “Host country employees’ ethnic identity confirmation: evidence
from interactions with ethnically similar expatriates”, Journal of World Business, Vol. 52 No. 5,
pp. 640-652.

Feurer, S., Baumbach, E. and Woodside, A.G. (2016), “Applying configurational theory to build a
typology of ethnocentric consumers”, International Marketing Review, Vol. 33 No. 3, pp. 351-375.

Fiss, P.C. (2011), “Building better causal theories: a fuzzy set approach to typologies in organization
research”, Academy of Management Journal, Vol. 54 No. 2, pp. 393-420.

Fornell, C. and Larcker, D.F. (1981), “Structural equation models with unobservable variables
and measurement error: Algebra and statistics”, Journal of Marketing Research, Vol. 18 No. 3,
pp. 382-388.

Fratocchi, L. and Holm, U. (1998), “Centres of excellence in the international firm”, in Birkinshaw, J. and
Hood, N. (Eds), Multinational Corporate Evolution and Subsidiary Development, Macmillan,
Basinsgtoke, pp. 189-209.



Gammelgaard, J., McDonald, F., Stephan, A., Ttselmann, H. and Dérrenbicher, C. (2012), “The impact
of increases in subsidiary autonomy and network relationships on performance”, International
Business Review, Vol. 21 No. 6, pp. 1158-1172.

Gaur, A.S. Delios, A. and Singh, K. (2007), “Institutional environments, staffing strategies, and
subsidiary performance”, Journal of Management, Vol. 33 No. 4, pp. 611-636.

Ghemawat, P. and Vantrappen, H. (2015), “How global is your C-suite?”, MIT Sloan Management
Review, Vol. 56 No. 4, pp. 73-82.

Gong, Y. (2006), “The impact of subsidiary top management team national diversity on subsidiary
performance: knowledge and legitimacy perspectives”, Management International Review,
Vol. 46 No. 6, pp. 771-790.

Greve, P., Biemann, T. and Ruigrok, W. (2015), “Foreign executive appointments: a multilevel
examination”, Journal of World Business, Vol. 50 No. 4, pp. 674-686.

Hair, ].F,, Sarstedt, M., Pieper, T.M. and Ringle, C.M. (2012), “The use of partial least squares structural
equation modeling in strategic management research: a review of past practices and
recommendations for future applications”, Long Range Planning, Vol. 45 No. 5, pp. 320-340.

Hambrick, D.C,, Davison, S.C., Snell, S.A. and Snow, C.C. (1998), “When groups consist of multiple
nationalities: towards a new understanding of the implications”, Organization Studies, Vol. 19
No. 2, pp. 181-205.

Harrison, D.A. and Klein, KJ. (2007), “What's the difference? Diversity constructs as separation, variety,
or disparity in organizations”, Academy of Management Review, Vol. 32 No. 4, pp. 1199-1228.

Harzing, A.W. (2000), “Cross-national industrial mail surveys: why do response rates differ between
countries?”, Industrial Marketing Management, Vol. 29 No. 3, pp. 243-254.

Harzing, A.W. (2001), “Of bears, bumble-bees, and spiders: the role of expatriates in controlling foreign
subsidiaries”, Journal of World Business, Vol. 36 No. 4, pp. 366-379.

Harzing, A.W. and Noorderhaven, N. (2006), “Geographical distance and the role and management of
subsidiaries: the case of subsidiaries down-under”, Asia Pacific Journal of Management, Vol. 23
No. 2, pp. 167-185.

Harzing, A.W., Pudelko, M. and Sebastian Reiche, B. (2016), “The bridging role of expatriates and
inpatriates in knowledge transfer in multinational corporations”, Human Resource
Management, Vol. 55 No. 4, pp. 679-695.

Harzing, A.W., Reiche, B.S. and Pudelko, M. (2013), “Challenges in international survey research: a
review with illustrations and suggested solutions for best practice”, European Journal of
International Management, Vol. 7 No. 1, pp. 112-134.

Harzing, A.-W. et al. (2009), “Rating versus ranking: what is the best way to reduce response and
language bias in cross-national research?”, International Business Review, Vol. 18, pp. 417-432.

Hennart, J.F. (2009), “Down with MNE-centric theories! Market entry and expansion as the bundling of
MNE and local assets”, Journal of International Business Studies, Vol. 40 No. 9, pp. 1432-1454.

Hennart, J.F. (2012), “Emerging market multinationals and the theory of the multinational enterprise”,
Global Strategy Journal, Vol. 2 No. 3, pp. 168-187.

Hennart, J.F., Sheng, HH. and Pimenta, G. (2015), “Local complementary inputs as drivers of entry
mode choices: the case of US investments in Brazil”, International Business Review, Vol. 24 No. 3,
pp. 466-475.

Holm, U., Pedersen, T. and Bjorkman, 1. (2000), The Emergence and Impact of MNC Centres of
Excellence, MacMillan Press, Basingstoke.

Holtbriigge, D. and Mohr, A.T. (2011), “Subsidiary interdependencies and international human
resource management practices in German MNCs”, Management International Review, Vol. 51
No. 1, pp. 93-115.

Homberg, F. and Bui, H.T. (2013), “T'op_management team diversity: a systematic review”, Group &
Organization Management, Vol. 38 No. 4, pp. 455-479.

Top
management
team national

diversity

1525




PR
48,6

1526

Hooghiemstra, R., Hermes, N., Oxelheim, L. and Randay, T. (2019), “Strangers on the board: the impact
of board internationalization on earnings management of Nordic firms”, International Business
Review, Vol. 28 No. 1, pp. 119-134.

Hutzschenreuter, T. and Matt, T. (2017), “MNE internationalization patterns, the roles of knowledge
stocks, and the portfolio of MNE subsidiaries”, Journal of International Business Studies, Vol. 48
No. 9, pp. 1131-1150.

Hyun, HJ., Oh, CH. and Paik, Y. (2015), “Impact of nationality composition in foreign subsidiary on its
performance: a case of Korean companies”, The International Journal of Human Resource
Management, Vol. 26 No. 6, pp. 806-830.

Inglehart, R., Basanez, M., Diez-Medrano, J., Halman, L. and Luijkx, R. (2004), Human Beliefs and
Values: A Cross-Cultural Sourcebook Based on the 1999-2002; Values Surveys, Siglo Veintiuno
Editores, S.A. de C.V., Mexico City.

Jackson, G. and Ni, N. (2013), “Understanding complementarities as organizational configurations:
using set theoretical methods”, in Fiss, P.C,, Cambré, B. and Marx, A. (Eds), Configurational
Theory and Methods in Organizational Research, Emerald Group Publishing Limited, Bingley,
pp. 129-158.

Kingkaew, S. and Dahms, S. (2019), “Explaining autonomy variations across value-chain activities
in foreign-owned subsidiaries”, Thunderbird International Business Review, Vol. 61 No. 2,
pp. 425-438.

Kock, N. (2014), Stable P value Calculation Methods in PLS-SEM, ScriptWarp Systems, Laredo, TX.

Kock, N. (2015), “Common method bias in PLS-SEM: a full collinearity assessment approach”,
International Journal of E-Collaboration, Vol. 11 No. 4, pp. 1-10.

Kogut, B. and Singh, H. (1988), “The effect of national culture on the choice of entry mode”, Journal of
International Business Studies, Vol. 19 No. 3, pp. 411-432.

Kostova, T. and Roth, K. (2002), “Adoption of an organizational practice by subsidiaries of
multinational corporations: institutional and relational effects”, Academy of Management
Journal, Vol. 45 No. 1, pp. 215-233.

Kostova, T., Marano, V. and Tallman, S. (2016), “Headquarters—subsidiary relationships in MNCs: fifty
years of evolving research”, Journal of World Business, Vol. 51 No. 1, pp. 176-184.

Lakshman, S. and Jiang, C. (2016), “Nationality choices regarding executives in subsidiaries: evidence
from French multinationals in Asia”, Asia Pacific Journal of Human Resources, Vol. 54 No. 4,
pp. 498-517.

Lazarova, M., Peretz, H. and Fried, Y. (2017), “Locals know best? Subsidiary HR autonomy and
subsidiary performance”, Journal of World Business, Vol. 52 No. 1, pp. 83-96.

Liu, X, Vahtera, P, Wang, C., Wang, J. and Wei, Y. (2017), “The delicate balance: managing technology

adoption and creation in multinational affiliates in an emerging economy”, International
Business Review, Vol. 26 No. 3, pp. 515-526.

Masulis, R.W., Wang, C. and Xie, F. (2012), “Globalizing the boardroom — the effects of foreign directors
on corporate governance and firm performance”, Journal of Accounting and Economics, Vol. 53
No. 3, pp. 527-554.

Mellahi, K. and Collings, D.G. (2010), “The barriers to effective global talent management: the example
of corporate élites in MNES”, Journal of World Business, Vol. 45 No. 2, pp. 143-149.

Misangyi, V.F., Greckhamer, T., Furnari, S, Fiss, P.C., Crilly, D. and Aguilera, R. (2017), “Embracing
causal complexity: the emergence of a neo-configurational perspective”, Journal of Management,
Vol. 43 No. 1, pp. 255-282.

Moore, KJ. (2001), “A strategy for subsidiaries: centres of excellences to build subsidiary specific
advantages”, MIR: Management International Review, Vol. 41 No. 3, pp. 275-290.

Mudambi, R., Pedersen, T. and Andersson, U. (2014), “How subsidiaries gain power in multinational
corporations”, Journal of World Business, Vol. 49 No. 1, pp. 101-113.



Muellner, J., Klopf, P. and Nell, P.C. (2017), “Trojan horses or local allies: host-country national
managers in developing market subsidiaries”, Journal of International Management, Vol. 23
No. 3, pp. 306-325.

Nielsen, B.B. and Nielsen, S. (2013), “Top management team nationality diversity and firm
performance: a multilevel study”, Strategic Management Journal, Vol. 34 No. 3, pp. 373-382.

Podsakoff, PM. and Organ, D.W. (1986), “Self-reports in organizational research: problems and
prospects”, Journal of Management, Vol. 12 No. 4, pp. 531-544.

Ragin, C.C. (2008), Redesigning Social Inquiry: Fuzzy Sets and Beyond, University of Chicago Press,
Chicago, IL.

Rugman, AM. and Verbeke, A. (2001), “Subsidiary-specific advantages in multinational enterprises”,
Strategic Management Journal, Vol. 22 No. 3, pp. 237-250.

Rugman, AM. and Verbeke, A. (2004), “A perspective on regional and global strategies of
multinational enterprises”, Journal of International Business Studies, Vol. 35 No. 1, pp. 3-18.

Salk, ].E. and Shenkar, O. (2001), “Social identities in an international joint venture: an exploratory case
study”, Organization Science, Vol. 12 No. 2, pp. 161-178.

Schmidt, C. (2011), “The battle for China's talent”, Harvard Business Review, Vol. 89 No. 3, pp. 25-27.

Schotter, A. and Beamish, P.W. (2011), “Performance effects of MNC headquarters—subsidiary conflict
and the role of boundary spanners: the case of headquarter initiative rejection”, Journal of
International Management, Vol. 17 No. 3, pp. 243-259.

Sekiguchi, T., Bebenroth, R. and Li, D. (2011), “Nationality background of MNC affiliates' top management
and affiliate performance in Japan: knowledge-based and upper echelons perspectives”, The
International Journal of Human Resource Management, Vol. 22 No. 05, pp. 999-1016.

Shen, J., Messersmith, J.G. and Jiang, K. (2018), “Advancing human resource management scholarship
through multilevel modeling”, The International Journal of Human Resource Management,
Vol. 29 No. 2, pp. 227-238.

Shin, D., Hasse, V.C. and Schotter, A.P. (2017), “Multinational enterprises within cultural space and
place: integrating cultural distance and tightness—looseness”, Academy of Management Journal,
Vol. 60 No. 3, pp. 904-921.

Singh, S., Darwish, T.K. and Poto¢nik, K. (2016), “Measuring organizational performance: a case for
subjective measures”, British Journal of Management, Vol. 27 No. 1, pp. 214-224.

Su, Y., Fan, D. and Rao-Nicholson, R. (2017), “Internationalization of Chinese banking and financial
institutions: a fuzzy-set analysis of the leader-TMT dynamics”, The International Journal of
Human Resource Management, pp. 1-29, doi: 10.1080/09585192.2017.1359793.

Tan, D. and Mahoney, ].T. (2006), “Why a multinational firm chooses expatriates: Integrating resource-
based, agency and transaction costs perspectives”, Journal of Management Studies, Vol. 43
No. 3, pp. 457-484.

Tao, F.,, Liu, X,, Gao, L. and Xia, E. (2017), “Expatriates, subsidiary autonomy and the overseas
subsidiary performance of MNEs from an emerging economy”, The International Journal of
Human Resource Management, pp. 1-28, doi: 10.1080/09585192.2017.1284883.

Tippmann, E., Scott, P.S., Reilly, M. and O'Brien, D. (2018), “Subsidiary coopetition competence:
navigating subsidiary evolution in the multinational corporation”, Journal of World Business,
Vol. 53 No. 4, pp. 540-554.

ul Haq, H., Drogendijk, R. and Holm, D.B. (2017), “Attention in words, not in deeds: Effects of attention
dissonance on headquarters-subsidiary communication in multinational corporations”, Journal
of World Business, Vol. 52 No. 1, pp. 111-123.

Vahlne, ].E. and Johanson, J. (2017), “From internationalization to evolution: the Uppsala model at 40
years”, Journal of International Business Studies, Vol. 49 No. 9, pp. 1087-1102.

Van Veen, K., Sahib, P.R. and Aangeenbrug, E. (2014), “Where do international board members come
from? Country-level antecedents of international board member selection in European boards”,
International Business Review, Vol. 23 No. 2, pp. 407-417.

Top
management
team national

diversity

1527




PR
48,6

1528

Verbeke, A. and Hillemann, J. (2013), “Internalization theory as the general theory of international
strategic management: Jean-Francois Hennart’s contributions”, in Devinney, T.M., Pedersen, T.
and Tihanyi, L. (Eds), Philosophy of Science and Meta-Knowledge in International Business and
Management, Emerald Group Publishing Limited, Bingley, pp. 35-52.

Verbeke, A., Ciravegna, L., Lopez, L.E. and Kundu, SK. (in press), “Five configurations of opportunism
in international market entry”, Journal of Management Studies, available at: https://doi-org.
elibrary jcu.edu.au/10.1111/joms.12355

Widmier, S., Brouthers, L.E. and Beamish, P.W. (2008), “Expatriate or local? Predicting Japanese,
subsidiary expatriate staffing strategies”, The International Journal of Human Resource
Management, Vol. 19 No. 9, pp. 1607-1621.

Williams, C., Colovic, A. and Zhu, J. (2017), “Integration-responsiveness, local hires and subsidiary
performance amidst turbulence: insights from a survey of Chinese subsidiaries”, Journal of
World Business, Vol. 52 No. 6, pp. 842-853.

Williams, K.Y. and O'Reilly, C.A. (1998), “Demography and diversity in organizations: a review of 40
years of research”, Research in Organizational Behavior, Vol. 20 No. 1, pp. 77-140.

Woodside, A.G. (2013), “Moving beyond multiple regression analysis to algorithms: Calling for
adoption of a paradigm shift from symmetric to asymmetric thinking in data analysis and
crafting theory”, Journal of Business Research, Vol. 66 No. 4, pp. 463-472.

World Bank (2011), “World bank’s enterprise survey understanding the questionnaire”, available at:
www.enterprisesurveys.org/~/media/GIAWB/EnterpriseSurveys/Documents/Methodology/
Questionnaire-Manual.pdf (accessed 19 June 2017).



https://doi-org.elibrary.jcu.edu.au/10.1111/joms.12355
https://doi-org.elibrary.jcu.edu.au/10.1111/joms.12355
www.enterprisesurveys.org/~/media/GIAWB/EnterpriseSurveys/Documents/Methodology/Questionnaire-Manual.pdf
www.enterprisesurveys.org/~/media/GIAWB/EnterpriseSurveys/Documents/Methodology/Questionnaire-Manual.pdf

Appendix
Managing director Head of marketing

Frequency Per cent Frequency Per cent
Home country 74 36.5 Home country 116 57.1
Host country 109 53.7 Host country 48 23.6
Third country 20 9.9 Third country 15 74
Total 203 100.0 Total 179 88.2

No such position 24 11.8
Total 203 100.0

Head of R&D Head of HR

Frequency Per cent Frequency Per cent
Home country 62 305 Home country 157 773
Host country 37 182 Host country 20 99
Third country 10 49 Third country 7 34
Total 109 537 Total 184 90.6
No such position ez 46.3 No such position 19 94
Total 203 100.0 Total 203 100.0
Head of production Head of finance

Frequency Per cent Frequency Per cent
Home country 112 55.2 Home country 160 788
Host country 38 187 Host country 24 11.8
Third country 12 59 Third country 8 39
Total 162 79.8 Total 192 94.6
No such position 41 20.2 No such position 11 54
Total 203 100.0 Total 203 100.0
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