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EDITORIAL PREFACE
This is Fourth Issue of Volume Twelve of the International Journal of Business Research and
Management (IJBRM). The International Journal of Business Research and Management
(IJBRM) invite papers with theoretical research/conceptual work or applied research/applications
on topics related to research, practice, and teaching in all subject areas of Business,
Management, Business research, Marketing, MIS-CIS, HRM, Business studies, Operations
Management, Business Accounting, Economics, E-Business/E-Commerce, and related subjects.
IJRBM is intended to be an outlet for theoretical and empirical research contributions for scholars
and practitioners in the business field. Some important topics are business accounting, business
model and strategy, e-commerce, collaborative commerce and net-enhancement, management
systems and sustainable business and supply chain and demand chain management etc.
The initial efforts helped to shape the editorial policy and to sharpen the focus of the journal.
Started with Volume 12, 2021 issues, IJBRM appears with more focused issues relevant to
business research and management sciences subjects. Besides normal publications, IJBRM
intend to organized special issues on more focused topics. Each special issue will have a
designated editor editors – either member of the editorial board or another recognized specialist
in the respective field.
IJBRM establishes an effective communication channel between decision- and policy-makers in
business, government agencies, and academic and research institutions to recognize the
implementation of important role effective systems in organizations. IJBRM aims to be an outlet
for creative, innovative concepts, as well as effective research methodologies and emerging
technologies for effective business management.
IJBRM editors understand that how much it is important for authors and researchers to have their
work published with a minimum delay after submission of their papers. They also strongly believe
that the direct communication between the editors and authors are important for the welfare,
quality and wellbeing of the Journal and its readers. Therefore, all activities from paper
submission to paper publication are controlled through electronic systems that include electronic
submission, editorial panel and review system that ensures rapid decision with least delays in the
publication processes.
To build its international reputation, we are disseminating the publication information through
Google Books, Google Scholar, RePEc, IDEAS, EconPapers, J-Gate, ScientificCommons,
Docstoc, Scribd, CiteSeerX and many more. Our International Editors are working on establishing
ISI listing and a good impact factor for IJBRM. We would like to remind you that the success of
our journal depends directly on the number of quality articles submitted for review. Accordingly,
we would like to request your participation by submitting quality manuscripts for review and
encouraging your colleagues to submit quality manuscripts for review. One of the great benefits
we can provide to our prospective authors is the mentoring nature of our review process. IJBRM
provides authors with high quality, helpful reviews that are shaped to assist authors in improving
their manuscripts.

Editorial Board Members
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Abstract
We live in a world where we struggle every day to strike a balance between private and
professional life. Shortening working hours leads to higher productivity, but what prevents us from
achieving perfect balance? The aim of this paper is to examine the problems, causes and
changes that may affect the change of working hours, and to answer whether there is a real
possibility of introducing shorter working hours than eight hours, while achieving maximum
productivity. The research was conducted through four rounds of questionnaires using the
method of qualitative forecasting - Delphi. The questionnaires were answered by 11 respondents
from one financial institution in North Macedonia in the period between February 20 and May 24,
2019. For each round of the Delphi method the answers were obtained and served as an auxiliary
tool for forming the next survey questionnaire. With the results of the last round the successful
application of the method was confirmed by achieving consensus among our panel of experts.
Although we concluded that there are no conditions for introducing a shorter working day than
eight hours, still the respondents believe that by introducing certain changes they could perform
the work tasks in a shorter period of time.
Keywords: Qualitative Prediction, Delphi Method, Working Hours, Productivity, Stress.

1. INTRODUCTION
Some researches show that working overload results in thousands of depressed people each
year and overtime work makes it difficult to balance between career and family care [1]. Scientists
believe that a person is simply neither mentally nor physically capable of working longer than five
hours [2]. According to a survey of 1989 UK office workers all aged over 18 as part of research
into the online habits and productivity of workers across the nation, the results of this revealed the
average answer to be ‘2 hours and 53 minutes’ of actual productivity in the workplace across all
respondents. [3]. Experts say the 40-hour working week is not based on the ideal total hours
humans can work productively [4]. A wide variety of unproductive activities disrupt workers’
concentration levels [4]. These include smoking breaks, visiting social media sites, making food at
work, eating, reading news websites, searching for jobs and more [4]. Most workers are
interrupted every three minutes [4]. Meanwhile, it has been revealed that employees can take an
average of 23 minutes to return to productive tasks after being interrupted [4]. Employees at work
for a long time may experience fatigue or stress that not only reduces his or her productivity but
also increases the probability of errors, accidents, and sickness that impose costs on the
employer [5]. The point at which fatigue sets in and the nature of the link between working hours
and work effort or fatigue is likely to vary across types of work and across workers [5]. Employers
often use working time as a proxy for their employees’ productivity and commitment [6]. Those
who work particularly long hours are often awarded benefits such as raises or promotions or are
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spared from dismissals [6]. This makes it individually rational for each worker to work extra hours
in an attempt to outcompete colleagues [6]. However, if many workers pursue this strategy, it
loses its effectiveness [6]. Through high work commitment, workers may over time develop into
professional employees with greater experiences, resulting in greater performances [7].
Given the tendency of each employer with minimum resources to achieve the best possible
results, the question arises whether for certain jobs, primarily in the service industry, it will be
necessary to introduce additional staff in order to fill the reduced working hours in order to have
continuity in the work. Working hours in the Republic of North Macedonia are regulated in
accordance with Article 116, paragraphs 1 and 3 of the Law on Labor Relations [8] according to
which full working hours must not be longer than 40 hours per week and not less than 36. In the
existing literature we have not found a conducted research or pilot project that would give
relevant data on the possibility and justification of the introduction of a seven-hour working day in
terms of achieving maximum productivity using minimum resources.
The aim of this paper is to analyze what will be the productivity of employees with shorter work
hours using the method of qualitative forecasting - Delphi, conducting the research in one
financial institution in North Macedonia.
Given the tendency of each employer to achieve maximum results with minimum resources, the
question arises whether certain jobs will require additional staff to fulfill the reduced working hours
in order to have continuity in work. In order to apply shorter working hours than eight hours, many
factors and conditions need to be met. By introducing a legal obligation to work less than eight
hours, many institutions in the financial sector in the Republic of North Macedonia will face the
challenge of carrying out their regular tasks, i.e., achieving maximum productivity with available
human resources, but in a shorter time.
The obtained results show that in such conditions of organizational set-up, staffing and
continuous work under stress due to inability to perform the assigned tasks within the given
deadline there is no real basis for shorter working hours than eight, given that the tasks cannot
be completed in a regular eight-hour workday. The dependence on processing data from other
departments and divisions that should arrive further, complicates the fulfillment of deadlines if we
take into account that they are usually received before the end of the workday and their
completion requires additional time outside the eight-hour day. This problem can be overcome
through better automation and connectivity in the circulation of data from other units to the
management of the financial institution, continuously during the eight-hour working day, and not
by delay in sending the data for processing. Although we concluded that there are no conditions
for introducing a shorter working day than eight hours, still the respondents believe that by
introducing certain changes they could perform the tasks in a shorter period of time, i.e. seven
hours if there was good motivation, process automation, improved accountability and better task
planning. Only motivated people can achieve above-average results, adequately completing the
task in an optimal and shorter period of time.
In today's conditions, long-term success and competitive advantage of enterprises depend on
giving importance to human because many of the resources owned by enterprises can be
imitated, except for human resources [9]. Therefore; it is important to ensure that human
resources do their activities voluntarily [9]. In other words, the motivation of individuals to work is
an important factor in the success of the enterprise [9]. However, the point to be noted here is
that human beings do not act only in line with economic motives and that they have a number of
needs as a social being [9]. In addition to this, most of today's enterprises acknowledge that welltrained staff is a critical success factor for them [9].
Motivation can counteract the effects of mental fatigue [10]. However, the underlying mechanism
by which motivation affects performance in mentally fatiguing tasks is obscure [10].
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In our country there is no research or pilot project that would give us relevant data on the
possibility and justification of introducing shorter working hours than eight in terms of achieving
maximum productivity using a minimum of resources. This research is the first study of this type
conducted in a developing country through which we enter into a small segment of the basic
problems, causes and changes that would be initiated if the Republic of North Macedonia would
think about changing the duration of working hours. The rest of our paper is organized as follows:
Section 2 describes the applied methodology. Section 3 presents the evaluation and discussion
of the obtained results, while Section 4 concludes the paper.

2. METHODOLOGY
The idea of the authors of this paper was to conduct a research on what will be the productivity of
employees with shorter work hours using the Delphi method in one of the financial institutions in
the Republic of North Macedonia. In this regard, a request was prepared which was submitted to
the financial institution, which remained anonymous and an interview was conducted with one of
the directors of the institution. During the conversation with the director, the purpose of the
research and the Delphi method were explained in detail. The proposed idea was positively
accepted and it was decided to conduct the research anonymously (as required by the method) in
order to give the respondents freedom without pressure to answer the questions, realistically
expressing their remarks and at the same time to make maximum contribution in the direction of
the changes that they want. A few days after the interview, one of the authors was invited for an
interview aimed at selecting panel experts. In addition, it was decided that the experts would be
from one of the departments, which includes eleven employees. The panel of experts consists of
people with a faculty degree in the branch of economics and banking. Their work engagement
refers to work tasks in the area of finance and accounting and they are experts in their field based
on their knowledge and work experience. The nature of the work tasks from the employees
requires maximum concentration and rational use of working hours in order to complete daily
work responsibilities within eight hours. Due to the nature of the work tasks assigned to it and the
working time required to perform them, the director of the department was not included in the
panel of experts. An instruction was sent to the employees in which the method was explained,
as well as its application in the analysis of what will be the productivity of employees with shorter
work hours.
The process of the Delphi method, consisting of four rounds, took place in the period between
February 20 and May 24, 2019.To examine what will be the productivity of employees with
shorter work hours, the Delphi method is implemented in the following rounds:
1. Round 1 - This round includes a survey questionnaire of four open-ended, general questions.
2. Round 2 - The answers of the respondents will be summarized and formulated in several
specific questions. They will need to be answered further.
3. Round 3 - The questions from round 2 will be submitted to the respondents again, but this
time they will be able to see the answers of the other respondents (the respondents remain
anonymous and are marked as respondent 1, respondent 2, etc.). Also, if they think it is
necessary, they can change the answers of the questions in round 2 and explain why they
decided make the change. If there are any changes in their answers, new round/s will be
conducted until is achieved a consensus among the respondents.
2.1 Delphi Method
RAND developed the Delphi method in the 1950s, originally to forecast the impact of technology
on warfare [11]. The method entails a group of experts who anonymously reply to questionnaires
and subsequently receive feedback in the form of a statistical representation of the "group
response," after which the process repeats itself [11]. The goal is to reduce the range of
responses and arrive at something closer to expert consensus [11]. The idea was to have a
“remote” brainstorming session without psychological interference [12]. Delphi is a scientific
method to organize and structure an expert discussion aiming to generate insights on
controversial topics with limited information [13]. The technique has seen a rise in publication
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frequency in various disciplines, especially over the past decades[13]. The method helps reach a
consensus among the participants based on all posted opinions from different experiences and
points of view in order to build a common scenario [14].
Before using the Delphi method, the problem for which predictions are expected should be
defined. Then the group is defined, i.e. the experts who will participate in the process are
selected. Several circumstances contribute to the validity of the method and the obtained data
[15]. It is important to carefully identify and select qualified experts within the area of the study
[15]. We live in an ever-changing environment with technology, society, policies, laws, and other
areas changing at a fast pace [16]. One always needs to reflect on the context in which panelists
provide their assessments in the Delphi study [16]. A prerequisite that the selected experts must
meet in order to be included in the predictions is to possess the necessary knowledge,
experience and expertise for the specific problem. There are no clearly defined rules regarding
this issue (this also refers to the time period in which the survey questionnaires should be sent).
What is specific about this method is that the contacts with the experts are made through several
rounds of questionnaires, the experts are anonymous and various information are obtained from
them.
Scientific evidence to guide Delphi researchers on whether panel members who miss a round can
be included in a subsequent round is sparse [17]. Yet, if the results are consistent with the
conventional approach of excluding these experts from subsequent rounds, the final outcome
may be a better reflection of the opinions of the originally invited panel and false consensus
caused by drop-out of those with a different opinion may be reduced [17].
In the first round of this method it is recommended asking open-ended questions, but the we can
also start with closed-ended questions. The advantage attributed to open-ended questions is that
we can see the different views, understandings, ideas and opinions that the experts will offer on
the question. When the first round is over, the responsible person conducts the second round of
survey questionnaires based on the answers received from first round, and they are usually
closed-ended, in which the specific problem should be assessed. The responsible person not
only writes down the answers from all the experts but also notes their frequency. In the third
round the experts are sent the questions from the second round again, but this time they will not
only be able to change the given grade and state the reasons why they decided to change, they
will also see the answers of the other participants who remain anonymous. This process
continues until a consensus is reached among the respondents.
The main advantage of the Delphi method is to reach consensus in areas of uncertainty [18].
Some of the other advantages of the method are [19]: flexibility and simplicity, knowledge
sharing, cost efficiency, freedom of expression, ease of communication, variations of members,
no geographical restrictions. In addition to the advantages, some disadvantages of the Delphi
method are [19]: researcher bias, imposing the researcher's prejudices on respondents,
anonymity and power of a panel member, etc. The technique has seen a rise in publication
frequency in various disciplines, especially over the past decades [13]. In April 2021, the term
Delphi method yielded 28,200 search hits in Google Scholar for the past five years alone [13].
Given the increasing level of uncertainty caused by rapid technological and social change around
the globe, collective expert opinions and assessments are likely to gain even more importance
[13].

3. EVALUATION AND DISCUSSION OF RESULTS
3.1 First Round
A few days after sending the manual to the financial institution the first survey questionnaire was
submitted to the respondents (panel of experts) (Appendix No. 1). This survey questionnaire was
submitted to them on February 20, for which they had a period of 3 days, until February 22, to
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answer. It was fully answered by all eleven respondents. This round consisted of four open-ended
questions that leave an opportunity for the respondents to give creative thinking.
The answers received of the first question regarding the problems faced by the department in
achieving maximum productivity in an eight-hour working day are given in Table 1. From Table 1
we can see that 10 problems in total were listed, so that, insufficient technical support has the
highest frequency (4 responses), followed by improper delegation of work tasks, and greater
process of automation (2 responses for each respectively), etc.
Problem
Insufficient technical support
Improper delegation of work tasks
Greater process of automation
Insufficient experience for new processes / tasks that are usually related with
shorter deadlines
Lack of staff
Planning and coordination of activities
Better organization and prioritization
Temporary problems due to technology interruptions

Frequency
4
2
2
1

The process of transferring knowledge / information to colleagues who were
not previously involved in the activity
Stress

1

1
1
1
1

1

TABLE 1: Problems and their frequency.

Productivity is expressed as the relationship between the outputs of a production system (both
goods and services) and its resources (inputs) that are consumed in producing the outputs [20].
Productivity comes from your experience, knowledge, and expertise [21]. The improvement in
work productivity has become one of the most important goals for sustainable economic growth
[22]. As a result, there is a growing interest on what determines work productivity and how to
improve it [22]. Identifying the effect of working time on productivity is not straightforward for two
main reasons [23]. First, unobservable characteristics of industries, firms, jobs and individuals are
likely to influence both working time and productivity, so that the correlation between the two
variables is likely to be a biased estimate of the effect of working time on productivity [23].
Second, external shocks could influence both working time and productivity, which again leads to
a biased estimation of the effect [23]. Increasing production, and ultimately productivity, depends
on well-organized technical, economic and organizational factors as well as the human factor
[24]. Two most common measures of productivity are total measure and partial measure [25].
Total measure includes all the input resources used in achieving the desired outputs whereas
partial measure focuses on an incomplete list of input factors [25].
If productivity is enhanced by better visual ergonomic working conditions, then managers of
workplaces may be able to improve work outcomes by optimizing the physical work environment
[26].
The answers obtained regarding the second question, which refers to how often employees
perform their duties outside of working hours and for how long, are presented in Table 2. Based
on the results presented in Table 2 we can see that there are eight answers in total, so that three
respondents answered that they very rarely perform work tasks outside the working hours, due to
an incidental and exceptional situation when there is a justified basis. Besides, there are answers
that sometimes they perform work tasks outside the working hours at intervals of one to three
hours (2 respondents), daily between 30 and 45 minutes before the start of working hours (1
respondent), etc.

International Journal of Business Research and Management (IJBRM), Volume (12) : Issue (4) : 2021
ISSN: 2180-2165, https://www.cscjournals.org/journals/IJBRM/description.php

143

Violeta Cvetkoska & Milanka Dimovska

Performing work tasks outside working hours

Frequency

Very rarely, due to an incidental and exceptional situation when there is a
justified basis

3

Sometimes at intervals of one to three hours

2

Two to three times a week after the end of regular working hours, usually
for a period of one hour
Rarely, after working hours

2

Once or twice a month

1

Daily between 30 and 45 minutes before the start of working hours

1

Daily at intervals of several hours

1

Two days a week between one and two hours

1

2

TABLE 2: Frequency of performing work tasks outside working hours.

The third question provides an answer to the reasons why employees in the department perform
work tasks outside of working hours (Table 3). Based on the results given in Table 3, twelve
reasons are identified for completing work tasks outside the working hours. The highest
frequency (6 responses) has the reason short deadlines for completing the tasks and submitting
them to the authorities, followed by the nature/job description (4 responses), timely delivery of
information and if a technical problem occurs (2 responses for each), etc.
Reasons for completing work tasks outside the working hours
Short deadlines for completing the tasks and submitting them to the
authorities
The nature / job description
Timely delivery of information
If a technical problem occurs
When the work is dependent on other departments/units
In case of unpredictable problems that require additional time

Frequency
6

If one of the colleagues is on vacation and his / her obligations should be
performed in addition to his / her own
Completion of tasks started during working hours
Additional check of work tasks
Involvement in new projects / work assignments that are usually short-term
Atmosphere and peace after working hours
Additional concentration for performing work tasks

1

4
2
2
1
1

1
1
1
1
1

TABLE 3: Frequency of reasons for completing work tasks outside the working hours.

Regarding the fourth question, which refers to the changes that would be introduced by the
employees in the department in order for the daily tasks to be performed on time, and the working
day to last seven hours, the obtained results are presented in Table 4. According to the presented
results in Table 4, twelve necessary changes are identified for the tasks to be performed on time,
so that a greater process of automation has the highest frequency (4 responses), followed by
division of work tasks evenly among all employees in the department, facilitated communication
and flow of information with colleagues from other department, increase in the team due to
increase of the workload (2 responses for each), etc.
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Necessary changes for the tasks to be performed on time
Greater process of automation
Division of work tasks evenly among all employees in the department

Frequency
4
2

Facilitated communication and flow of information with colleagues from other
department
Increase of the team due to increase of the workload
Motivating employees through the correct placement of the position that
corresponds to their knowledge and engagement
Reducing time in communicating with other colleagues about activities not
related to work
Optimization of time spent in communication, oral and written
Additional technical support
The way of planning and scheduling tasks
Setting a to-do list to prioritize on a weekly basis

2

Improving / enhancing accountability
Reduce break time

1
1

2
1
1
1
1
1
1

TABLE 4: Frequency of the necessary changes for the tasks to be performed on time.

3.2 Second Round
In order for each employee to identify their answers in round 3 and at the same time preserve
their identity and achieve anonymity, each survey was marked in a different color. The second
round of surveys was submitted on March 20 and the employees had to respond until March 25.
Eleven surveys were sent, and the number of respondents who fully answered the questions is
ten. The survey from the second round is presented in Appendix 2. The answers obtained from
the first question as well as the mean for each problem are presented in Table 5. Based on the
results in Table 5 we can see that the problems, stress, lack of staff and insufficient experience
for new processes / tasks that are usually related with shorter deadlines have the highest mean,
i.e. (
), (
) and (
) respectively, etc.

Problem description

Grade (1-5)

Mean

Temporary problems due to technology
interruptions
Stress
Greater process of automation
Lack of staff
Insufficient technical support

3

1

1

1

3

3

2

3

1

4

2.20

3
3
3
2

1
1
1
1

5
1
5
1

2
2
3
3

4
5
1
3

2
3
3
4

4
2
3
4

3
3
5
1

1
1
1
1

2
3
2
3

2.70
2.40
2.70
2.30

Planning and coordination of activities

2

1

1

2

5

4

3

2

1

2

2.30

The process of transferring knowledge /
information to colleagues who were not previously
involved in the activity

2

1

1

2

4

4

3

1

1

1

2.00

Improper delegation of work tasks

2

1

1

3

4

4

3

4

1

1

2.40

Insufficient experience for new processes / tasks
that are usually related with shorter deadlines
Better organization and setting priorities

2

1

1

3

4

3

4

3

1

3

2.50

2

1

1

2

4

3

3

4

1

2

2.30

TABLE 5: Problems (individual mean and grade).

International Journal of Business Research and Management (IJBRM), Volume (12) : Issue (4) : 2021
ISSN: 2180-2165, https://www.cscjournals.org/journals/IJBRM/description.php

145

Violeta Cvetkoska & Milanka Dimovska

One of the most stressful periods of a normal day can be during working hours [27]. Stress is
often regarded as a subjective feeling of individuals, in which the demands of work or life exceed
the belief of the individual in his or her capacity to cope [27]. Work stress can come from a variety
of sources and affect people in different ways [27].
It is widely believed that the relationship between a supervisor and his/her employees greatly
affects employees’ wellbeing and/or productivity [28]. Job stress and job satisfaction are
important factors affecting workforce productivity [29]. The high prevalence of office stress and its
detrimental health consequences are of concern to individuals, employers and society at large
[30]. Environmental quality seems to have a relation to perceived individual stress and
productivity [31]. Rest breaks at work are reported to reduce fatigue and job stress [32]. The
advent of the smartphone has dramatically altered how we communicate, navigate, work and
entertain ourselves [33]. While the advantages of this new technology are clear, constant use
may also bring negative consequences, such as a loss of productivity due to interruptions in work
life [33]. It is possible that perceived stress in the workplace may motivate workers to “escape” on
to their smartphones [33].

ANSWERS

To the second question, the employees had to circle one of the offered answers, i.e. whether very
rarely (1-once a week), rarely (2-twice a week), sometimes (3-three times a week), often (4-four
times a week) or very often ( 5-five times a week) during the working week perform work tasks
outside working hours. The given answer from each employee is presented in Graph 1. According
to their answers we can see that all of the employees perform their work tasks outside of the
eight-hour working day.

4
3

1

3

1

1

1

2

3

4

5

1

1

1

1

6

7

8

9

10

EMPLOYEES

FIGURE 1: Performing work tasks outside working hours.

Many studies have reported noticeable increases in the proportion of employees working either
relatively short or relatively long hours [34]. Such trends have been accompanied by an
increasing concern regarding work hour mismatches defined as a discrepancy between actual
and preferred work hours [34].
The global budget of human time is a societal limit to consider in the sustainability discussion
[35]. Global working time allocation among countries is a zero-sum game [35]. Essentially, if long
working hours present a danger to health, it should be possible to change them, which is not
always the case with other work environmental factors [36].
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The answers obtained from the third question as well as the average assessment of each reason
are presented in Table 6. Based on the results in Table 6 we can see that the reasons when the
work is dependent on other departments/units and atmosphere and peace after working hours
have the highest mean, i.e. (
) and (
) respectively.

Grade (1-5)

Description of the reason
When the work is dependent on other
departments/units
In case of unpredictable problems that require
additional time
Timely delivery of information
If a technical problem occurs

Mean

5

1

1

3

5

2

5

5

1

4

3.20

3

1

1

2

5

2

3

1

2

3

2.30

2
2

1
1

5
5

1
2

5
1

3
3

4
5

3
3

1
1

2
3

2.70
2.60

If one of the colleagues is on vacation and his /
her obligations should be performed in addition to
his / her own

3

1

5

3

1

2

2

4

1

1

2.30

Short deadlines for completing the tasks and
submitting them to the authorities

3

1

5

4

2

4

3

2

1

3

2.80

Completion of tasks started during working hours

2

1

1

1

5

2

1

1

1

3

1.80

Additional check of work tasks

2

1

5

1

5

2

1

1

1

2

2.10

Involvement in new projects / work assignments
that are usually short-term

3

1

5

2

5

3

2

1

1

1

2.40

The nature / job description

2

1

5

3

2

3

2

3

1

3

2.50

Atmosphere and peace after working hours

3

1

5

5

5

2

2

3

1

3

3.00

Additional concentration for performing work tasks

1

1

5

1

5

3

5

3

1

1

2.60

TABLE 6: Reasons (individual mean and grade).

There are predictions that in future rapid technological development could result in a significant
shortage of paid work [37]. A possible option currently debated by academics, policy makers,
trade unions, employers and mass media, is a shorter working week for everyone [37]. Due to the
limited availability of automatic generation technology for integrated information including both
physical component attributes (such as spatial information) and managerial attributes (such as
allocated resources), research efforts focusing on cost-time integrated progress control theory
have been sparse [38]. The satisfaction with the working conditions is an important factor that
affects the health and productivity of workers [39].
The answers obtained from the fourth question as well as the average grade of each change are
presented in Table 7. Based on the results in Table 7 we can see that the changes motivating
employees through the correct placement of the position that corresponds to their knowledge and
engagement and the change greater process of automation have the highest mean, i.e. (
) and (
) respectively.
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Description of change

Grade (1-5)

Mean

Motivating employees through the correct
placement of the position that corresponds to their
knowledge and engagement

5

1

5

5

5

4

5

5

5

4

4.40

Division of work tasks evenly among all employees
in the department
Reducing time in communicating with other
colleagues about activities not related to work

3

1

5

5

2

3

3

5

4

4

3.50

2

1

5

2

3

2

4

5

3

1

2.80

Reduce break time

2

1

1

2

1

2

3

4

3

1

2.00

Greater process of automation

4

1

5

3

4

3

4

5

5

5

3.90

Optimization of time spent in communication, oral
and written

3

1

5

3

4

2

4

4

3

3

3.20

Additional technical support
The way of planning and scheduling tasks

3
3

1
1

5
5

3
3

2
5

4
3

3
2

4
5

4
5

4
2

3.30
3.40

Setting a to-do list to prioritize on a weekly basis

3

1

1

4

1

3

3

5

5

3

2.90

Improving / enhancing accountability

3

1

5

4

3

3

3

5

4

5

3.60

Facilitated communication and flow of information
with colleagues from other departments
Increase of the team due to increase of workload

2

1

5

2

2

3

1

5

5

5

3.10

3

1

5

3

2

2

5

5

5

3

3.40

TABLE 7: Changes (individual mean and grade).

The strongest force behind the spread of more decent working time arrangements — ones that
are both productive and socially healthy — remains a full employment economy plus the new
institutional structures that facilitate a formal expression for desired flexibility in working time
options [40]. Therefore, companies could and should be offered incentives to adopt and spread
flexible working time arrangements, such as flextime and working time accounts, which are
known to improve employee morale and attitudes [40]. This could, in turn, not only enhance
individual work performance, but also improve company productivity, quality and, ultimately, the
sustainability of firm performance [40]. Globalization, advancement in technology, rapidly
changing work environments, and culturally diverse work groups are becoming the norm in
organizations and will likely become more widespread in the future [41].
The competitive, dynamic and changing environment in which companies operate today, pose
new challenges that allow them to grow and maintain themselves over time, aspects such as
customer satisfaction, innovation, and social responsibility are increasingly used objectives by the
companies [42]. However, elements such as quality and productivity continue to be critical factors
in business sustainability [42].
3.3 Third Round
In the third round the survey (Appendix 3) was submitted to the respondents on April 25 and the
employees had to answer until May 8. Each respondent who has decided to change the grade
had to give a brief explanation of taking that step. This time, in addition to their answers, each
respondent had the opportunity to see the answers of the other respondents who remain
anonymous.
Regarding the first question, there was a change in the grades given in relation to the problems
related to temporary problems arising due to technology interruptions, stress, greater process of
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automation and insufficient technical support. Changes in grades caused changes in the average
grade for the given problem. All changes to the first question were made by an employee whose
survey color was orange. The changes are shown in Table 8:
New
rating
2

Previous
rating
3

New average
rating
2.10

Previous
average rating
2.20

3

4

2.60

2.70

Greater process of automation

4

5

2.30

2.40

Insufficient technical support

2

3

2.20

2.30

Problem description
Temporary problems due to
technology interruptions
Stress

TABLE 8: Problems and their average grade.

Regarding the second question, the change that took place was made by the employee whose
survey was marked in orange. The previous answer, often (four times a week) I perform work
tasks outside of working hours, was replaced by sometimes (three times a week).
In question no. 3 related to the reasons that affect the employees in the department to perform
their work tasks outside of working hours, changes were made by the employees whose survey
was marked in orange and blue. The changes are shown in Table 9.

In case of unpredictable problems
that require additional time
Timely delivery of information

x

4

3

5

New
average
rating
2.20

3

4

2

5

2.70

2.70

If a technical problem occurs

3

x

2

1

2.70

2.60

Involvement in new projects / work
assignments that are usually shortterm
Additional concentration for
performing work tasks

x

4

3

5

2.30

2.40

x

4

1

5

2.50

2.60

Description of the reason

New
rating

Previous
rating

Previous
average rating
2.30

TABLE 9: Reasons and their average grade.

The reasons given by the employees who decided to change their answers are that the current
working conditions influenced their new given grade (refers to all questions in which there was a
change in relation to the second round). Regarding the fourth question, the employees remained
constant, i.e. did not change their answers.
The financial sector relies heavily on information systems for business [43]. The financial sector
requires a great deal of software development [44]. In recent years, financial institutions have
pressured their software suppliers to reduce cost, which has obliged them to search for new
productive models in order to remain competitive [44]. The great majority of current solutions are
focused on the industrialization of software development and the search for a less expensive
workforce which is similar to outsourcing [44].
Because in round 3 were identified changes, we have prepared a questionnaire for round where
were given all the grades for each respondent and the made changes. The questionnaire was
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send to the respondents on May 11 and they had time to send back the questionnaire until May
24. Based to the obtained results from the respondents, there were not noticed new changes,
which means a consensus was achieved in Round 4.

4. CONCLUSION
In the Republic of North Macedonia there is an initiative to change working hours, i.e. the
introduction of seven-hour working day following the example of EU member states, such as
France, Denmark, Italy, the Netherlands, Ireland and Belgium. The current working hours,
especially in the afternoon period, do not show much creativity and productivity, which leads to an
amendment to Article 116, paragraphs 1 and 3 of the Labor Law, in which is written that full-time
work must not exceed 40 hours per week and not less than 36 hours per week. On the other
hand, the existence of flexible working hours would provide space in the performance of work
tasks based on the personal needs for flexibility of the employee. A satisfied employee is an
invaluable asset to the organization as a whole. Any investment in the employees and their
working conditions results in better results for organizations. Until there is a legal obligation to
introduce seven-hour working day, it would be desirable to conduct analyses and research that
would look at all aspects of the impact of working hours on employee productivity.
The analysis of productivity through the length of working hours also depends on the type of work
tasks performed by the employees in a certain activity. In the study by Man and Ling [45] the long
working hours in food service and median working hours in information and communication
industry, it was found that wages, working arrangements, job contents and information technology
skills, working environment and personal health, and stress and job satisfaction are critical factors
to enhance the labor productivity. Stress was listed by our panel of experts as a problem that the
department faces in achieving maximum productivity within eight-hour working day.
Despite the fact that we found that the panel of experts could not complete the work tasks within
eight hours the respondents through the given answers believe that by introducing certain
changes, the work tasks could be performed in a shorter period of time, i.e. seven working hours.
Some of these changes are motivational factors, process of automation, improved accountability,
better task planning, etc. Motivated people can achieve above-average results, adequately
completing the task in an optimal and shorter period of time as required by the supervisor. The
problem is how to motivate employees to invest in the work they do given the fact that a particular
group of workers may be motivated by one factor without having an impact on another working
group. It is important to find out what motivates most employees or to make a combination that
will achieve the best results. It gives us hope that if there is a legal obligation to introduce shorter
working hours with the right choice of motivational factors that the expected results can be
achieved. In addition, each organization should take care that each employee is placed in a
position that corresponds to the level of his knowledge and experience, otherwise, if employees
are placed in senior positions without a combination of these two dimensions, it will demotivate
the team that lead it and the set goals cannot be expected to be achieved.
As а first research in the field of working hours using the Delphi methodology in the Republic of
North Macedonia, this study opens the door for researchers interested in the field of working
hours and productivity to conduct similar research. As a limitation of the study we point out that it
was conducted in panel experts of one financial institution, but in the next study we plan to
investigate the impact of the COVID-19 virus pandemic on the working hours in the financial
industry using a panel of experts from several financial institutions.
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APPENDIX 1
Dear Sir/Madam,
Your participation in our research will be completely confidential and you will remain anonymous
throughout the process. The data collected within this research will not be used individually, but
will be part of the sample for the research.
The aim of the research is: What will be the productivity of employees with shorter work hours.
The survey below represents the first phase of the Delphi method. This questionnaire is designed
to get your personal opinion on a key issue.
The Delphi process will involve examining three separate situations.
Round 1- This phase includes a survey questionnaire of four open-ended, general questions,
which are on the next page, for which you have a deadline to answer in a period of 3 days, till
22.02.2019
At a later date:
Round 2 - Your answers, as well as the answers of the others, will be summarized and
formulated in several specific questions. You will have to answer the questions by giving a grade
from 1 to 5 or by circling one of the offered answers. You will need to answer them further.
Round 3- The questions from round 2 will be submitted to you again, but this time you will also
be able to see the answers of the other respondents. If you think it is necessary, you will be able
to change the answers to the questions from round 2 and at the same time give an explanation
why you decided to change them.
The number of rounds will be repeated until is achieved a consensus among respondents.

Yours faithfully,
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Delphi method-Round 1

1. List the problems your department faces when achieving maximum productivity in eighthour working day.

2. How often during the working week do you perform work tasks outside of working hours
(before and after working hours) and for how long?

3. List the reasons why you are forced to complete work tasks outside of working hours.

4. What would you change in your eight-hour working day in order to complete the daily
tasks on time, while the working day lasts seven hours?
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APPENDIX 2
Delphi method-Round 2

1. Rate the problems that are present in your department from 1 to 5 (1 = problem that is
present, but the department faces it very rarely, 5 = problem that the department often
faces).
Grade (1-5)
Problem definition
Temporary problems due to technology interruptions
Stress
Greater process of automation
Lack of staff
Insufficient technical support
Planning and coordination of activities
The process of transferring knowledge / information to
colleagues who were not previously involved in the activity
Improper delegation of work tasks
Insufficient experience for new processes / tasks that are
usually related with shorter deadlines
Better organization and prioritization

2. Circle:
During the working week, the work tasks __________________ are performed outside
working hours (before and after the end of the working hours).
1) Very rarely (once a week)
2) Rarely (twice a week)
3) Sometimes (three times a week)
4) Often (four times a week)
5) Very often (five times a week)
3. The reason why you are forced to complete work tasks outside working hours rate from 1
to 5 (1 = reason that is present, but does not affect much to perform work outside working
hours, 5 = reason that most affects to carry out work outside working hours).
Description of the reason

Grade (1-5)

When the work is dependent on other departments/units
In case of unpredictable problems that require additional time
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Timely delivery of information
If a technical problem occurs
If one of the colleagues is on vacation and his /her obligations should be
performed in addition to his/her own
Short deadlines for completing the tasks and submitting them to the authorities
Completion of tasks started during working hours
Additional check of work tasks
Additional concentration for performing work tasks
Involvement in new projects / work assignments that are usually short-term
The nature / job description
Atmosphere and peace after working hours

4. Rate the changes that you would implement in your department in addition to the daily
tasks to be performed on time, while the working day lasts seven hours, according to
their priority from 1 to 5 (1 = Change with the lowest priority, 5 = Change with highest
priority)

Grade
Description of change
Motivating employees through the correct placement of the
position that corresponds to their knowledge and engagement
Division of work tasks evenly to all employees in the department
Reducing time in communicating with other colleagues about
activities not related to work
Reduce break time
Greater process of automation
Optimization of time spent in communication, oral and written
Additional technical support
The way of planning and scheduling tasks
Setting a to-do list to prioritize on a weekly basis
Improving / Enhancing accountability
Facilitated communication and flow of information with colleagues
from other departments
Increase of the team due to increase of workload
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APPENDIX 3
Delphi method-Round 3

Dear Sir/Madam,
Thank you for your cooperation so far and for the time you have devoted responding the surveys
from the previous two rounds of the Delphi method.
In this round, the questions from the previous survey are submitted to you again, but this time, in
addition to yours, you will also be able to see the answers of the other respondents. If you think it
is necessary, you have the opportunity to change the grade that you previously wrote. In case
you change your mind, in the empty space under the table briefly give an explanation why you
have decided to change your answer.
You have a deadline to respond to this survey within a period of 14 days, ending on May 8, 2019.

Yours faithfully,
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1.
Grade
Problem definition

Your
rating

Change
of rating

Grades given by other
respondents

Temporary problems due to technology
interruptions

1

1

1

1

3

3

2

3

4

3

Stress

1

1

5

2

4

2

4

3

2

3

Greater process of automation

1

1

1

2

5

3

2

3

3

3

Lack of staff

1

1

5

3

1

3

3

5

2

3

Insufficient technical support

1

1

1

3

3

4

4

1

3

2

Planning and coordination of activities

1

1

1

2

5

4

3

2

2

2

The process of transferring knowledge /
information to colleagues who were not
previously involved in the activity

1

1

1

2

4

4

3

1

1

2

Improper delegation of work tasks

1

1

1

3

4

4

3

4

1

2

Insufficient experience for new processes /
tasks that are usually related with shorter
deadlines

1

1

1

3

4

3

4

3

3

2

Better organization and setting priorities

1

1

1

2

4

3

3

4

2

2

2. Circle:
During the working week, the work tasks __________________ are performed outside
working hours (before and after the end of the working hours).
1) Very rarely (once a week)
2) Rarely (twice a week)
3) Sometimes (three times a week)
4) Often (four times a week)
5) Very often (five times a week)

Your
answer
1

Change of
answer
3

Grades given by other
respondents
1 1 4 1 1 1 1

3
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3.
Rating (1-5) use whole numbers
Description of the reason

Your
rating

When the work is dependent on other
departments/units

1

In case of unpredictable problems that
require additional time

2

Timely delivery of information

Change
of
rating

Grades given by other
respondents
4

1

3

5

2

5

5

1

5

3

1

2

5

2

3

1

1

3

1

2

5

1

5

3

4

3

1

2

If a technical problem occurs

1

3

5

2

1

3

5

3

1

2

If one of the colleagues is on vacation and his
/ her obligations should be performed in
addition to his / her own

1
1

5

3

1

2

2

4

1

3

Short deadlines for completing the tasks and
submitting them to the authorities

1

3

5

4

2

4

3

2

1

3

Completion of tasks started during working
hours

1
3

1

1

5

2

1

1

1

2

2

5

1

5

2

1

1

1

2

1

5

2

5

3

2

1

1

3

Additional check of work tasks

1

Involvement in new projects / work
assignments that are usually short-term

1

The nature / job description

1

3

5

3

2

3

2

3

1

2

Atmosphere and peace after working hours

1

3

5

5

5

2

2

3

1

3

Additional concentration for performing work
tasks

1

1

5

1

5

3

5

3

1

1

4.
Rating (1-5) use whole numbers
Description of change
Motivating employees through the correct
placement of the position that corresponds
to their knowledge and engagement

Your
rating

Change
of rating

Grades given by other
respondents

5

4

5

5

5

4

5

5

1

5

4

4

5

5

2

3

3

5

1

3

Division of work tasks evenly among all
employees in the department
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Reducing time in communicating with other
colleagues about activities not related to
work
Reduce break time

3

1

5

2

3

2

4

5

1

2

3

1

1

2

1

2

3

4

1

2

Greater process of automation
Optimization of time spent in
communication, oral and written
Additional technical support

5

5

5

3

4

3

4

5

1

4

3

3

5

3

4

2

4

4

1

3

4

4

5

3

2

4

3

4

1

3

The way of planning and scheduling tasks

5

2

5

3

5

3

2

5

1

3

5

3

1

4

1

3

3

5

1

3

4

5

5

4

3

3

3

5

1

3

Facilitated communication and flow of
information with colleagues from other
departments

5

5

5

2

2

3

1

5

1

2

Increase of the team due to increase of
workload

5

3

5

3

2

2

5

5

1

3

Setting a to-do list to prioritize on a weekly
basis
Improving /Enhancing accountability
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Abstract
Museums assume a central role in our social orders. In addition to the fact that they preserve our
legacy, yet they likewise give spaces in which to encourage instruction, motivation, and
exchange. Based on the values of respect and cultural diversity, museums fortify social cohesion,
foster creativity, pass on collective memory and act as agents of sustainability. Besides, their role
in supporting other industries, for example the tourism sector, is a vital factor to favor local and
national economies. During unexpected occurrences, various cultural and professional
organizations have already kept on loaning themselves as sources of resilience and backing for
networks, growing new frameworks to guarantee access to culture and training. However, it is
fundamental to identify how museums and cultural institutions affirm their social role by modifying
the channels available when an unpredictable event affects their everyday business.
This article aims to understand how museums adjust to the changes forced by unexpected
occurrences, namely COVID-19, especially by exploring how they use social media channels to
react and to recover from the repercussions of emergent circumstances.
Keywords:

Museums, Digital Technologies, Social Media, COVID-19.

1. INTRODUCTION
COVID-19 has helped to underline the evident limits of a series of cultural approaches that are
lacking and now outdated, or at least imprecise and superficial, which have existed for a long time
and are deeply rooted in the practices, choices, and strategies of several museum institutions.
In this period of lockdown, characterized by individual isolation and general closure, it was
possible to question many museum issues and to rethink about useful strategies for a cultural
revival. For many players in the field, the web has proved to be a fundamental tool for interaction
and discussion. Various museums and cultural contexts, even though with quite different
outcomes, tried to exploit the digital to stay present, keep alive the connection with their
audiences, experiment with new possibilities of involvement, question themselves and develop a
reviewed strategic analysis. In this regard, all the work carried out by the Network of European
Museum Organisations (NEMO) was a useful and constructive monitoring tool, which kept the
debate alive, supported the museum community, motivated cultural activities, and policies. In fact,
according to a survey conducted by this organization, even though more than 70% of museums
have been closed, many of them have been incredibly active, both online and offline, in
supporting their communities to cope with the emergency [1]. In general, almost all museums
offered digital initiatives and exhibitions, blogs and stories published on Instagram and Facebook,
virtual tours, art-education apps, YouTube channels with talks and conferences, short and funny
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videos on museum collections, re-use of objects creatively, along with documentation on the
pandemic and donations of materials needed by hospitals.
The weeks of physical closure of places of culture have stimulated creative responses from
cultural institutions which, leveraging digital technologies, have increased their cultural offer by
attracting new audiences. Starting from the digital initiatives implemented by the Italian museums
during the lockdown weeks, this article aims to offer some contributions on possible future
scenarios of cultural use. Central element of the reflection is represented by the role that digital
has played in the closing weeks and its possible future declinations. The increased usage of
digital technologies induced by COVID-19 is an opportunity for scholars and practitioners to
analyze how cultural organizations have acted over a short period, providing useful insights for
the long term.
Given this premise, this article examines the acceleration of digital technologies within cultural
organizations forced by the COVID-19 pandemic by examining the following research questions:
RQa)
RQb)
RQc)

How museums used social media to face a critical event?
How social media can help museums attracting new audiences?
What are the organizational implications of using digital technologies for museums?

To answer to these research questions, a case study method is used. Qualitative case study is an
examination technique that supports the analysis of a phenomenon inside a specific setting
through different information sources. Moreover, it embraces the analysis through multiple focal
points to uncover numerous aspects of the phenomenon itself.
The article provides an example from the Italian cultural setting: the Vatican Museums. The
choice is driven by several reasons: i) the increased demand for museums to deliver digital
transformation, pushed by both recent development in technologies and public policies [2]; ii) the
Italian cultural context is the ideal setting for the analysis since the Italian government has
recently encouraged Italian museums to expand their cultural participation by enabling new
alternatives to engage with visitors, both online and onsite; iii) the Vatican Museums is one of the
most visited around the world which attract almost seven millions of visitors per year. Thus, this
implies that being forced to provide their services only online, the Vatican Museums had to adapt
rapidly to the contingent situation to avoid a decrease in the reputation and in the recognition from
the audience.
The remainder of the paper is organized as follows. Section 2 reviews the relevant literature on
how museums used digital technologies during COVID-19. Section 3 deals with the methodology
and the Vatican Museums case study. Section 4 presents the findings and the challenges for the
future. Section 5 provides conclusions, limitations, and suggestions for future research.

2. LITERATURE REVIEW
2.1 Museums and Digital Technologies During COVID-19
Some authors have faced the topic of technology within museums, especially as tools to achieve
effective communication skills. The development of advanced communication tools and a number
of users more and more connected thanks to their mobile devices has pushed museums to use
increasingly alternative channels through which interact with potential visitors. Facebook, Twitter,
Instagram, YouTube are online platforms used to promote and disseminate information on the
events and the activities that the museum organizes [3]. At the same time, given the popularity of
these platforms, their use contributes to increasing the status of the museums themselves [4].
Previous researchers have investigated the use of social networks in various cultural
organizations, including museums [5] [6] [7] [8]. The use of these channels has greatly
contributed to museum communication [9] by offering, among other things, the possibility of
innovating one of the most important mechanisms in the museum-visitor relationship: the level of
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satisfaction with the experience. The latter is based on a participatory and experiential approach
through which museums strengthen their relationship with visitors, increasing their emotional
involvement even after the experience [10] [11].
Thus, the use of digital allows to extend the relationship between museums and visitors. It makes
it possible to develop and improve post-visit learning and create the concept of a participatory
museum [12]. Therefore, digital technologies have allowed new forms of participation and new
levels of visitor’s involvement.
Additionally, social media offers new ways of interaction that go beyond physical museum
spaces: from 3D representations to video contributions, from electronic databases to digital
collections [13] [14] [15]. Through these tools, digital transformation has made it possible to
establish direct communication with the target and to bring the experience beyond the walls of the
museum.
The use of new technologies by museums is an extremely relevant element in the analysis of the
visitor's experience. As already demonstrated by numerous studies on the topic, new
technologies (social media, mobile, analytics, etc.) can help both large cultural institutions and
smaller ones in providing a service that is increasingly appreciated by those who benefit from the
cultural experience [16] [17] [18]. Previous studies, however, have traditionally been based on
data and analyzes carried out under normal conditions. This normality has disappeared with the
spread of COVID-19 and this entails the need to start a new reflection on the subject that tries to
highlight how museums can use these technologies in a totally different context characterized by
great uncertainty about the future.
The COVID-19 pandemic has forced many countries into lockdown and has shut all the
businesses not considered essential ones. In Italy, the lockdown started on 8 March 2020 and all
the cultural institutions were forced to close their doors and to stop providing onsite services. This
induced museums to use digital technologies to provide alternative ways to engage with their
audiences. Specifically, they use social media abundantly to retain user engagements.
Even before COVID-19, Italian museums were already using social media with the objective of
encouraging public participation through information and communication on the main online
platforms like Facebook, Instagram, or YouTube. That represents the optimal way to interact with
a more digitalized population. However, in the pre-COVID scenario, a strategic and structured
adoption of digital was a privilege for a few museums. In fact, as demonstrated by Agostino et al.
(2020) [19] in their research on the level of digitization of a sample of Italian museums, only a
small percentage of them had a strategic plan dedicated to digital innovation before COVID-19.
The pandemic situation stimulated cultural institutions to rethink about the usage of social media.
Indeed, with the lockdown, museums started using social media no longer as tools for
communication and information but as means for delivering a public service [20]. Thus,
museums, libraries, archives, theaters have created a large number of digital products intended
for publication and sharing on the web.
Museums are increasingly inclined to use new means of communication to increase accessibility
to collections and interact with their audience. This new approach has shown itself to be a great
opportunity for those museums which, during the COVID-19 pandemic, have increased and
improved their interaction with the public [21].
Regarding museums, most of the digital content consists of in-depth analyzes on themes or
elements of the collections, often presented in appointments on a more or less close regular
basis. The museum institutions have made a selection of artifacts, paintings and works of art from the most well-known or even iconic pieces of the institution, to the less known or curious
ones - and made them available on the web, especially through social channels. Depending on
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the online platform used and the target, museums published posts, photographs, cards or, very
often, video contributions.
Often, the video contributions showed the director, staff members or collaborators of the museum
illustrating one or more works from the collection, sometimes with a more informative register, in
other cases with communication methods and language intended for an expert audience. In some
cases, the institutions have offered both videos for children, where the playful element prevailed,
and interventions for adults.
Some important museums have chosen to illustrate spaces and materials that are not normally
visible to the public such as deposits, and have curators and technicians spoken about the
management of the heritage or the preparation of museum spaces.

3. METHODOLOGY
3.1 The Case Study Methodology
The Vatican Museum serves as a case study to discuss how museums use digital technologies
during COVID-19.
According to Harrison [22] is a “(…) case study research of particular value where the theory
base is comparatively weak and the environment under study is messy”.
Both criteria are relevant to this paper. The extant literature on digital technologies usage during
COVID-19 by cultural organizations is scarce due to the novelty of the situation that is still
ongoing. Thus, the generalization of this phenomenon is not to be given, so that here must be
used a case study. By determining that the focus of the paper is the analysis of the usage of
digital technologies by cultural organizations during COVID-19, the author was able to select the
right case to study.
This paper, following McLeod (2008) [23] and Yin (2006, 2008) [24] [25], uses a mixed
methodological approach. Indeed, the paper uses both primary and secondary data. Primary data
derives from semi-structured interviews with people operating in the cultural field. Specifically,
seven interviews have been conducted during the months of the closure with the following
individuals: three museums’ directors, two museums’ social media managers, a museum’s
responsible of the digital strategy, and a museum’s press relations specialist. The interviews were
recorded.
There are several advantages in using the interviews as the method for data collection:
a) It has the potential to overcome the poor response rates of a questionnaire [26];
b) It can facilitate the comparability of the answers by different respondents [27];
c) It gives the possibility to observe the non-verbal indicators, which is useful when discussing
specific issues [28].
Secondary data were gathered from various published materials such as social media posts,
website materials, newspapers. Specifically, data about the usage of social media by the Vatican
Museums have been collected by monitoring the social media channels. We have monitored 295
th
st
posts on Instagram published between the 9 of March 2020 and the 1 of January 2021.
Additionally, in the same period we have constantly monitored the Instagram Stories of the
Vatican Museums account to see how many people interacted with tags and reposts.
The data collected for this work have all a qualitative nature.
3.2 The Vatican Museums and The Usage of Social Media During COVID-19
In coordination with the measures launched by the national authorities, in March 2020 the Vatican
Museums were forced to close their doors to the public. For an organization that is generally able
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to attract almost seven million visitors per year, this has resulted in an estimated loss of millions
of euros after months of closure.
During the lockdown weeks, it was decided to bring the beauty of the Vatican Museums directly at
home. The pontifical collections continued to be available in one click directly on computers,
smartphones, and tablets with the aim of never ceasing to reveal the timeless beauty of so many
masterpieces to users around the world. Several virtual tours have been proposed on the official
website: from the Sistine Chapel to the Pio Clementino Museum, from the Chiaramonti Museum
to the New Wing, from the Raphael’s Rooms to the Niccoline Chapel, up to the Room of the
Chiaroscuri. The online visitor was able to explore each of these environments, moving in every
direction and focusing on even the smallest details of the pieces of art, reproduced in high
definition.
Furthermore, daily, the official Instagram account, opened a few months before the pandemic
emergency, proposed details of the Vatican masterpieces accompanied by short captions that
helped to understand the history and meaning of many works. Therefore, virtual tours have
allowed people to keep in touch with the most beautiful pieces that the Museums have to offer.
Consequently, the number of accesses to the website as well as to the social channels, such as
YouTube and Instagram, grew exponentially during the closing period, also thanks to other
initiatives. For example, in collaboration with the Department of Communication of the Vatican
City, Vatican News, the Instagram channel posted small videos almost daily with the idea of
making it clear that the Museums continued to work despite the closure. Curators, assistants from
the various departments and restorers told live what they were doing and how the work had
changed during those months. Face to Face, this is the name of the initiative, has allowed the
Vatican Museums to keep their followers constantly updated and, with a view to a hoped-for
reopening, keep the relationship with potential visitors alive.
Yet these initiatives were not enough to bring the Museums and its works to life. This shows that
the use of digital, meant only as an alternative to the physical channel, does not allow the
museum to create innovative and sustainable visitor experiences. Despite this, the presence of
the Vatican Museums on some of the most important social channels, has started attracting the
attention of new groups of visitors who, surprisingly, have filled the rooms and spaces of the
Museums after the closure. Indeed, in June 2020, even though the attendance at the Museums
was about 66,000 people, a very low number if compared with the ordinary pre-COVID-19
attendance where they fluctuated around 23,000-24,000 per day, 37% of visitors were between
1
the ages of 15 and 26 . How was the Vatican Museum able to reach this result?
Two days before the official reopening a group of Roman influencers was invited for an exclusive
tour: TV hosts, beauty influencers, founders of famous social pages, travel bloggers, all
characters known to the young public who have a total number of over two million of followers on
their social channels. To these celebrities were offered free admission in exchange for visibility on
their social accounts. Having targeted a young and more digital audience had a positive
response: in fact, during the weekend of 30 and 31 May, online bookings had matched those
recorded in the previous two weeks, with visitors that were much younger than normal. In
addition, thanks to the sharing of posts and stories by the influencers, the Vatican Museums
Instagram account quickly reached 100,000 followers, an important number for an account
created just a few months earlier.
In June, when the prohibitions on moving between regions disappeared, the Museums addressed
an even wider audience with the involvement of more famous people. With Chiara Ferragni,
influencer, and founder of the blog The Blonde Salad and Fedez, an Italian rapper, influencer,
singer and songwriter, and their videos on Instagram and Tik Tok, the Vatican Museums became
trend topics on Google for several days. Subsequently, it was the turn of the actresses Isabella
1

Data from an article of Il Sole 24 Ore, 22 July 2020
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Ferrari and Ludovica Bizzaglia, who did not give up on being immortalized in front of The Last
Judgment. These testimonials could enter the Museums one hour before closing and were then
allowed to stay there an hour later to fully enjoy the empty rooms.
After these events, going to the Vatican Museums has become a trend. Even Sky, a television
platform, did not miss the opportunity: in Rome for the auditions, the judges of X Factor, a popular
music program among the young audiences, visited the rooms at sunset and filled their Instagram
feeds. In the following months, the social overexposure of the Museums increased with repeated
exclusive invitations and tours also to celebrities from other countries. Ester Exposito, a rising star
actress of several Netflix series, was invited for a private tour and, twenty-four hours after posting
a story on Instagram, the Vatican Museum account gained 4,000 followers and, in the following
days, the number of Spanish visitors also increased.

4. FINDINGS AND CHALLENGES FOR THE FUTURE
From the primary and the secondary sources, three main existing challenges are identified:
 The integration of the digital experience in the museum visitor experience;
 The digital competencies of museums’ professionals;
 The valorization of the art in the digital era.
4.1 The Integration of The Digital Experience In The Museum Visitor Experience
The Vatican Museums used social media to keep the connection alive with their audiences.
However, with the reopening of the physical spaces happened in June 2020, the museums did
not expect an increase in the number of visits led by a younger audience compared to the past.
As one of the museums’ social media managers pointed out,
“The social media channels will continue also after the reopening because the immediacy
and speed of social communication is unique and must be used in the most appropriate
way. In this period, we have been able to see and verify that the social networks have
been very useful. Let me give you an example: when we heard that we could reopen, we
launched a post on Instagram and there was an impressive interest as soon as the post
has been published”.
Therefore, we can affirm that social media might help cultural organizations to reach diverse
audiences because the narrative style as well as the nature of the contents is closer to what
digital users expect. As demonstrated by Agostino et al. (2021) [20], during the pandemic crisis
due to the spread of COVID-19, the museums no longer used social media solely as an
information tool. These channels became fundamental for narrating the pieces of arts and the
activities of the museum with a new language, closer to that of a target that is more responsive to
images rather than words, to stories rather than details. This drives to consider what is called the
museum digital layer, an experience that is independent from that which can be lived in the
physical spaces of the museum, but which is, at the same time, designed to align perfectly with
the physical experience [29]. In this way, this new layer uses digital technologies (some visible to
the eyes of visitors and others not) to contribute to creating a more satisfying and different
participation. The digital layer tells a story that connects all the themes of the museum, and it
allows visitors to experience what they would never have seen differently. As shown by
Weilenmann et al. (2013) [13], all this to create a more meaningful museum experience that
contributes to the realization of the museum's mission.
Considering the digital as an additional space to the physical one, it is possible to notice that the
visitor's experience does not begin and end in the museum spaces. As one of the museum’s
director pointed out,
“The experience nowadays goes far beyond the walls of the museum itself. In the analysis
of the visitor journey, it is possible to identify at least three moments: before, during and
after the visit. This means that we can consider the pre-visit phase as an extension of the
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visitor's experience that begins when he decides to carry out a research on the price of
the tickets, the opening hours, the different ways to reach the museum. The pre-visit is
then followed by the concrete experience in the museum and is subsequently followed by
all those actions that are carried out in the next phase: the search for further elements for
the understanding of something that has been appreciated inside the museum as well as
the interest that the visitor could express in establishing a deeper relationship with the
museum, for instance through a membership”.
These phases do not concern a single channel, be it physical or digital. A visitor, in fact, could
start his journey of discovering a museum in many ways: using social media, discussing it with his
family and friends, or seeing, by chance, the museum's advertising. The experience can then
continue on Google Maps, on the museum's website or app, on Google search or through the
museum's newsletter.
Visitors do not divide the experience into the individual channels they use, rather they consider
them as a single path that leads to a defined museum experience. All the elements that are taken
into consideration in the process of discovering the museum offering are considered part of a
larger journey. This is aligned with Zollo et al. (2021) [18] who demonstrated that new
technologies and digitalization are appreciated especially by tech-savvy visitors, who might
become advocates of the museum themselves.
To make this a key element for their strategies, museums need to understand how to make the
visitor experience as fluid as possible in the transition from the physical to the digital channel and
vice versa. This could happen, for example, by ensuring consistency in the messages and
activities carried out on the various channels, or by allowing the visitor to buy tickets digitally and
then make them available at the museum entrance. More complex activities, on the other hand,
concern the possibility of guaranteeing the visitor to experience something different every time he
decides to return to the museum, or offering additional digital contents regarding the collections
already visited in the physical spaces.
This new approach leads to a greater complexity in the development of experiences to offer to
visitors. The focus shifts from the features that each channel should have to how to integrate
these channels to make the experience more coherent and enveloping. In that sense, digital
opportunities are not a substitute for real experiences [30] [31]. In the context of cultural heritage
and of the institutions responsible for its management and for the promotion of its knowledge,
digital technologies are and must continue to be, above all, an extraordinary tool to facilitate
access to knowledge and stimulate the emotional involvement of the individual. The increased
digital literacy of the population today offers the opportunity for museums to increase their
presence in the society and to update the ways through which they interact with citizens.
4.2 The Digital Competencies of Museums’ Professionals
To face new solutions and ideas of communication and content production, it is necessary to
involve new professional figures for running all those digital activities, which concern not only the
virtual visit of the museum, but also the management of social channels, the digitization of
collections, the management of the online networking, the creation of new solutions for interacting
with users [33] [33] [34]. As one of the museum’s director pointed out,
“It is important to train each person so that also does its job digitally, so that the whole
museum is able to communicate with both communities, real and virtual”.
With a look at the future reopening, highlighting the fact that the best practices and the solutions
chosen must be designed to bring visitors back to the museum, this whole experience can
certainly be useful as an opportunity for improvement and opening to contemporaneity.
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The transformation must also involve investments in tools supporting the visitor journey, both
digitally and physically. A skill that will be increasingly relevant, in this sense, concerns the
analysis and strategic use of data. As the responsible of the digital strategy pointed out,
“It is necessary to invest in the training of some profiles such as that of the Digital
Strategy Manager whose main skills concern the development of the business plan, the
alignment of digital and business strategies, the identification of user needs, the planning
of products and services”.
Knowing the customers, their habits and needs, and the level of satisfaction with the experience
are information that allow to manage risks and improve the service offered. Similarly, monitoring
specific performance indicators relating to the organization allows to improve the planning and
effectiveness of both online and offline activities. The logistics and organization of the visitor’s
journey must also be reviewed in the light of all these aspects. The development of technological
systems that allow online booking, access quotas and security and control systems for what
happens inside the cultural institution are now necessary.
It is evident that the current context is particularly favorable for experimentation both by cultural
institutions and by the public which shows interest in new approaches, with preference for those
with a greater degree of interaction. Although it is not yet possible to know with certainty how
much and in what way this context will change given the lack of reference paradigms, it can be
said that flexibility, the ability to reinvent itself and exploit the potential of digital technologies by
responding to the needs of the public will be essential in a future that is closer than expected.
4.3 The Valorization of The Art In The Digital Era
Given the results obtained in terms of attracting a fresh and younger audience, in this time of
crisis, we can affirm that the popularity of social media can limit economic losses in the short
term. But it is also necessary to make a deeper reflection that leads to questioning whether this
strategy can work in the long run. First, it is legitimate to ask whether this media overexposure
where the work of art is not the subject, but the artistic background of a celebrity, does not risk
make museums a trendy and alternative space for consumption. As the press relations specialist
pointed out,
“A young person who decides to visit a museum should not do so to choose the best
setting for a photo to be published on his social channels”.
The choice of what to visit must be aware and must be dictated by a deeper knowledge of the
works, spaces, history, tradition of a certain cultural institution. In this sense, these organizations
can and must use the most innovative and digital communication tools to attract new audiences
with the awareness that it is through the real experience happening in the physical spaces that
they will have to transfer the true values of art and culture. In this sense, the digital experience
cannot be separated from the traditional one that occurs in museum spaces. A museum must be
able to convert the attention gained on social media into real visits to be able to transfer to
visitors, young and old, additional, and different information about their works and the activities
performed.
As another museum’s director pointed out,
“This obviously requires a profound transformation of the cultural system which must
arise, above all, from the awareness, on the part of policy makers and those responsible
for managing institutions, of the need for a change of pace in the contents and ways of
proposing value”.

5. IMPLICATIONS, CONCLUSIONS AND LIMITATIONS
The recent COVID-19 pandemic has raised important questions about how museums cope with
critical events. Some studies have already been proposed, but the main point in this article is to
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focus on how museums can use digital technologies during the occurrence of a critical event and
how to react and to recover from the consequences of it. This article is particularly timely
considering that a case study is proposed by analyzing how the Vatican Museums used the social
media channels during the pandemic to keep the connection alive with their audience and to bring
people back in their physical spaces.
We derive the following theoretical implications from our study. First, we identified that the digital
storytelling of the museum must continue to be implemented as a parallel track that runs
alongside the story in presence, but it must not be the translation [16] [19] [20]. As evidenced by
the Vatican Museums case, to identify which museum practices will be useful for bringing visitors
back into the physical spaces after an unexpected critical event, it is necessary to start with a
greater attention of museums to the relationship with their reference territory, therefore in the
direction of a museum more inclusive and participatory, able to focus on new audiences, younger
and more digitalized.
In this renovated setting, the museum must resolve the structural relationship with its own digital
dimension, potentially unlimited, accessible to all, conceived as an extraordinary resource for
communication and online marketing but also, and above all, as a tool to create new experiential
opportunities. Second, the new digital technologies have made it possible to develop undoubtedly
effective methods of interaction systems [3] [21]. However, working on the digital dimension of
museums does not only mean allowing the public to have access to a gallery of interactive
images, to be able to magnify the infinitesimal details of an object or a painting, to follow the path
marked by arrows or to play games online. Instead, it means introducing an additional dimension
of analysis, alternative, which wants to stimulate the virtual visitor to make a real visit later, and,
at the same time, constitutes a completed and defined experience of parallel visit [28]. As
evidenced by the Vatican Museums case, the rapid emergence of digital technologies provides
new opportunities to interact and engage with museum visitors. Moreover, the renovated
experience consists of more layers which are extended and connected. The digital space
experience extends the walls of the physical museum and allows to anticipate visitors’ needs.
Additionally, the digital layer allows museums to offer personalized experiences since the
physical space is integrated with digital overlays for groups of people with different needs.
Under these conditions, the museum is intended as a privileged place which, with the
combination of physical and digital spaces, can communicate knowledge and information of the
highest cultural level and of producing creative and emotional experiences that allow visitors to go
beyond its physical, dimensional, and territorial limits.
In this paper, we also outline directions for practitioners that have the potential to better impact
programmatic policy and future adaptations of the museum’s management. First, the use of
digital cannot be separated from a reorganization of the museum that arises from the
development of new skills and competencies necessary for the correct implementation of
innovative technologies. This translates, specifically, into the search for new professionals
capable of effectively contributing to the integration of digital in physical museum spaces.
Second, museum spaces must be reviewed with a view to a more effective integration with digital
technologies. They should be now more flexible, customizable according to the specific needs of
different visitor groups. Finally, during the occurrence of critical events, museums must be able to
reaffirm their social role through greater proximity to local communities and their reference
territory. This means adopting a more local dimension that leads to a greater understanding of the
needs of the nearby visitor on which it is possible to experiment with more innovative and
engaging forms of experiences thanks to the use of digital as an additional and integrated layer
with the physical museum spaces.
Despite its contributions, this study is also subject to several limitations, from which derive
opportunities for further research. First, we focused our study on only one case from the Italian
setting that is the Vatican Museums, thus incurring potential bias and generalizability issues.
Future researchers may therefore wish to study several cases from different countries to address
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this issue. Second, we only considered Instagram to identify and study the effects of social media
channels during COVID-19. Further researchers may wish to examine other social networks (e.g.,
TikTok) and their potential unique dynamics. Third, the Vatican Museums are considered one of
the largest cultural organizations in the world especially for their ability to attract millions of
visitors to their spaces every year. Further researchers may wish to examine if these findings are
applicable also to smaller museums which are the majority in countries such as Italy.
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Abstract
Small, Medium and Micro Enterprises (SMMEs) contribute socio-economic value to the South
African economy and assist with the alleviation of poverty, the distribution of wealth and the
creation of jobs. Regardless of the latter, prior research shows that these business entities have
among the highest failure rates in the world with 71% of start-up South African SMMEs failing
within their first year of operation. Apart from operating in a non-conducive economic environment
and being influenced by the “liability of newness”, these business entities are adversely affected
by taxation. Apart from having to pay direct taxation, some South African SMMEs are also subject
to indirect taxation, especially those that sell goods. One such taxation is that of Sin tax; taxation
levied on goods that are harmful to human health and/or the environment such as tobacco
products, alcohol products and plastic bags. Particularly, Sin tax has been levied on plastic bags
(US$ 0.015) since 1 April 2013, but the demand for it has not significantly decreased since then.
Since newly established South African SMMEs are susceptible to the “liability of newness”, it is
disconcerting to note that these business entities have to pay Sin tax on plastic bags before
selling them. Although Sin tax levied on plastic bags has a negative influence on South African
SMME profitability, it may be that further increases in this levy may affect newly established
South African SMMEs’ profitability to such an extent that the buying and selling of plastic bags
are no longer feasible – the objective of the study. This non-empirical study took on the form of an
online desktop review whereby secondary data were scrutinised; making the study qualitative in
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nature. From the research conducted, it appears that further increases in Sin tax levied on plastic
bags will render the use of plastic bags by newly established South African SMMEs not feasible.
Keywords: Sin Tax, Profitability, SMMEs, Cape Metropole, Plastic Bags, Usage.

1. INTRODUCTION
In 1996, the concept of Small, Medium and Micro Enterprises (SMMEs) were formally recognised
by the South African government, for the first time. This was made possible through the
publication of the National Small Business Act No. 102 of 1996; defining an SMME as “a distinct
and separate entity, including any relevant subsidiaries or branches, that conduct business with
one or more natural persons owning and/or managing these entities which function in sectors or
sub-sectors of a national economy” [1, 2]. Moreover, this Act classified SMMEs in terms of their
size (“micro-enterprises”, “very small enterprises”, “small enterprises” and “medium enterprises”)
based on the number of full-time employees employed, the annual turnover and/or gross asset
value [3].
Over more than two decades since the inception of the National Small Business Act No. 102 of
1
1996, the definition of an SMME remained the same, despite undergoing three amendments . In
the most recent Revised Schedule 1 of the National Definition of Small Enterprises in South
Africa of 2019, an update was made to the size classification criteria of SMMEs to be in line with
international standards (See Annexure A), based solely on their number of full-time employees
employed and their total annual turnover. Moreover, the “micro-enterprises”, “small enterprises”
and “medium enterprises” are formally recognised as SMME-sizes [4, 75].
Since the mid-1990s, the South African government has emphasized the development of
SMMEs. This is particularly the case since more than 80% of all businesses operating in South
Africa are described as SMMEs; responsible for contributing towards an estimated 40% of all
economic activities in the country [5]. For this reason alone, the national government views
SMMEs as drivers of the South African economy as they assist with the alleviation of poverty; the
equal distribution of wealth and the creation of jobs [2, 6, 7].
Notwithstanding the foregoing, South African SMMEs have one of the highest failure rates in the
world [8]. According to previous research studies [9, 10, 11], on average, 71% of start-up South
African SMMEs fail after being in operation for only one year; 75% of operational South African
SMMEs fail after being in existence for only 3 years. Though the latter dispensation is likely
related to the “liability of newness” [49] (expanded on in Section 2), prior research [12, 13]
suggests that the high South African SMMEs failure rate is caused by the non-management of
economic factors and related risks in a volatile economic environment. Not only do these
phenomena directly affect these business entities’ attainment of relevant objectives, but it also
directly affects their actual existence [14]. Examples of economic factors and related risks include
a lack of financing, a lack of basic business skills, extreme competition, fluctuations in supply and
demand of products and/or services, and changes in interest rates [15]. Another key factor that
affects SMME sustainability is that of taxation [13].
Taxation is defined as a mandatory contribution to a nation’s government, as required by law [16,
47]. This contribution can be seen as a levy, as imposed by the relevant government on products,
services and/or transactions which, in turn, allow for the generation of income by natural entities
(e.g. employees) and non-natural entities (e.g. businesses) [17]. In a South African dispensation,
types of taxation include capital gains tax, income tax, value-added tax, skills development levies

1

The first two amendments were the National Small Business Amendment Act No. 26 of 2003, and the
National Small Business Amendment Act No. 29 of 2004.
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and provisional tax [18]. One type of taxation that has a direct influence on many South African
2
SMMEs is that of customs and excise duties – often referred to as Sin tax [19].
Sin tax, as levied on plastic bags, was first introduced on 1 April 2013 to manage the problem of
plastic bags ending up as windblown litter on the streets as well as in waste facilities [22]. It
should be noted that before this date, plastic bags were almost always distributed to consumers
free of charge [82]. Although the consumption levels of plastic bags should have decreased as a
result of Sin tax levies imposed on them, plastic bags are still widely used in South Africa [4, 23,
24, 48].
When taking into account that newly established South African SMMEs are susceptible to the
“liability of newness”, it is disconcerting to note that these business entities have to pay US$0.015
per plastic bag, in the form of Sin tax, without making any sale [43]. Although South African
SMMEs will probably “stick to the trend” of the use of plastic bags for the foreseeable future,
research shows that increases in Sin tax, as levied on plastic bags, have an adverse influence on
their profitability and overall existence [18, 19]. Thus, with these entities potentially having to
absorb further levies imposed on plastic bags, by the national government, it appears that the
feasibility of newly established South African SMMEs using plastic bags becomes less. For this
reason, the primary objective of this study was to ascertain whether further increases in Sin tax,
as levied on plastic bags, may significantly affect the feasibility of newly established South African
SMMEs’ to use plastic bags, at least in a theoretical dispensation. For the remainder of this
paper, relevant discussion takes place under the following headings: 1) research design 2)
conceptual framework, 3) discussion, and 4) implications, and 5) conclusion.

2. RESEARCH DESIGN
This research study was non-empirical and constituted exploratory research. Exploratory
research is defined as a type of research that places “emphasis on the discovery of ideas and
insights” [71] “into a hypothetical or theoretical idea” [72]. Furthermore, an inductive approach
was followed to aid in the “development of a theory as a result of the observation of empirical
data” [73]. Also, the study was also nascent since its primary aim has, at the time of publication,
attracted restricted research and/or theorising [83, 84]. Prior research does suggest that South
African SMMEs’ profitability (including the existence of these business entities) is adversely
influenced by Sin tax levied on plastic bags [18, 19]; hence the theory developed within the ambit
of this study pertained to whether further increases in Sin tax levies on plastic bags may abolish
the feasibility of newly established South African SMMEs to use plastic bags.
A qualitative research methodology was adopted for this study as it involved the use of secondary
data – “the analysis of existing dataset[s], which [have] previously been collected by another
researcher[s], usually for a different research question” [74]. Specifically, online desktop research
(also known as online desk research) was conducted. Generally, this type of research has to do
with the reviewing of “secondary data [that were] gathered from pre-existing sources” to shed light
on a particular phenomenon, which can include, inter alia libraries, journals and websites [25, 70].
Limitations of online desktop research include, but are not limited to the scope of selected
secondary data, and author subjectivity [81]. The authors did, however, take reasonable steps to
minimise the foregoing limitations by searching for secondary data containing an array of
keywords which included, either separately and/or conjoined: “sin tax”, “small business”, “SMME”,
“plastic bag”, “profitability”, “profit”, “taxation” and “excise tax”, “South Africa”.

2

Sin tax is regulated by the Customs and Excise Act No. 91 of 1964, and is levied on products that are
physically, socially and/or environmentally harmful [19, 20]. Examples of products that are subject to Sin tax
include tobacco products, alcohol products and plastic bags [19]. In fundamental nature, the main purpose
of Sin tax is to deter the use of products that are harmful to the wellbeing of humans, society and the
environment [18, 21].
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For the sake of clarity, the primary reason why an online desktop research approach was chosen
above a systematic literature review approach is that limited research has been conducted on the
research matter at hand. Otherwise stated, since a systematic literature review is generally used
to “identify, assess, and interpret all available research evidence [on a set topic] with the purpose
to provide answers for specific research questions” [80], it did not best fit the design of this
(exploratory) research study. Moreover, with the topic being nascent, a foundation for further
research was established through scouting reputable secondary sources which, in turn, were
reviewed to assist with the conceptualisation and contextualisation of terminologies, as well as
the attainment of the primary research objective.

3. CONCEPTUAL FRAMEWORK
2.1 Liability of Newness and Its Advancement: A Premise
Arthur Stinchcombe, an American Sociologist, is credited for the development of the concept
“liability of newness” while studying the life cycles of newly established business entities [76]. The
term “liability of newness” was conceptualised during the mid-1960s and has to do with the
tendency of newly established business entities to have higher failure rates than their established
counterparts [49].
The argument behind this phenomenon is that newly established business entities often need to:
1) implement (and learn) new roles and tasks which, 2) need to be invented with limited
resources on hand by, 3) internal stakeholders who do not often share commonalities and/or
points of view along with, 4) limited existing and/or potential leads to clients [50]. Essentially, the
“liability of newness” is embedded in the fact that newly established businesses generally entities
lack knowledge (skills), experience, opportunities and/or financial resources which, in turn,
adversely affect their performance [76, 77, 78].
Over the years, research has been conducted on newly established business entities, especially
small businesses, and although the “liability of newness” is still recognised as a viable concept,
while possible solutions have been provided to overcome it [51], it is more relevant than ever in
the 21st century [52]. Apart from newly established businesses having to overcome economic
environments, political environments and technological environments [77], they also need to have
sufficient levels of ‘legitimacy’, they need to have a sound reputation that precedes them, to
enable them to have access to relevant resources and support [53]. In turn, reputation is
extremely relevant in a day and age that is synonymous with the fourth industrial revolution [54].
Notwithstanding the foregoing, the severity of the “liability of newness” is also directly affected by
inter alia the economic environment in which newly established business entities operate [56]
[57]. For this reason, it can be argued that the “liability of newness” is more severe for newly
established business entities in developing economies, with non-conducive economic
environments, when compared to that of developed economies [55].
2.2 South African SMME Sustainability and The South African Economic Environment
With South Africa being a developing economy [58], it is not surprising that the national
government has encouraged SMME sustainability in a national dispensation [3]. Notwithstanding
the socio-economic value that South African SMMEs add to the national economy in terms of
creating jobs, alleviating poverty and boosting the national economy, research shows that these
business entities have among the worst failure rates in the world [3]. Since the early-2000s the
failure rate of South African SMMEs remained at an estimated 75% failing within 36 months of
operation [9,11]. The latter view is supported by the high South African unemployment rate;
serving as evidence that SMMEs are not achieving their legally imposed socio-economic
objectives to a large extent [13, 26].
More often than not, the excessive SMME failure rate is blamed on the non-management of
economic factors and subsequent risks [15], as summarised in Table 2. In particular, and related
to the foregoing, interventions implemented by governments through inter alia government policy,
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political stability or instability in markets in other countries, foreign trade policy, tax policy, labour
law and trade restrictions, affect SMME sustainability [27].
Micro-Economic Factors

Macro-Economic Factors

Lack of management skills
Lack of finance
Lack of access to credit
Lack of marketing skills
Insufficient product demand
High labour turnover
Size of business
Location of business
Decreased profits

Government regulations
High interest rates
Inadequate infrastructure development
Unreliable supply of water and electricity
High crime levels
High unemployment rate

TABLE 2: Economic Factors identified to adversely influence SMME sustainability in the early-2000s.
Source: [13].

Reverting to the “liability of newness”, it is worth noting that macro-economic factors play a
significant role in the “existence” of newly established business entities [77]. This is mainly due to
the uncontrollable nature of these factors; business entities have to either ‘adapt or die’ [78, 79].
One manner in which the severity of macro-economic factors in a country can be depicted is
through means of evaluating its economic environment.
The term “economic environment” refers to the overall well-being of a country’s economy [60, 61,
62]. Generally, a country’s economic environment is measured through six key economic
indicators, namely that of the GDP, GDP per capita, Gini-index, Inflation rate, estimated
population size, and unemployment rate [3].
When taking into account findings made by prior research [3] South Africa is believed to have a
non-conducive economic environment. To test the latter, a summary of the six key economic
3
indicators, to measure the economic environment, are shown for 2017 to 2019 in Table 3 below.
Economic indicator
GDP (nominal)
GDP per capita (nominal)
Gini-index
Inflation rate
Estimated population size
Unemployment rate

2017
US$ 348.9 billion
US$ 6 271.16
5.28%
57 009 756
27.70%

2018
US$ 366.3 billion
US$ 6 509.03
± 0.65
4.62%
57 792 518
27.03%

2019
US$ 350.0 billion
US$ 6 130.30
4.14%
58 558 270
29.10%

TABLE 3: Six key South African economic indicators from 2017 - 2019. Source: [59].

From the statistics evident in Table 3 the following observations can be made:




GDP (nominal): Between 2017 and 2018, the GDP (nominal) increased by US$ 16.4 billion
(▲ 4.48%), while between 2018 and 2019 the GDP (nominal) decreased by US$ 16.3 billion
(▼ 4.66%). In effect, the GDP (nominal) increased by US$ 0.1 billion (▲ 0.03%) over the
three-year period.
GDP per capita (nominal): Between 2017 and 2018 the GDP per capita (nominal) increased
by US$ 237.87 (▲ 3.65%), and between 2018 and 2019 the GDP per capita (nominal)
decreased by US$ 378.73 (▼ 6.18%). In effect, the GDP per capita (nominal) decreased by
US$ 140.86 (▼ 2.25%) over the three-year period. The inference can therefore be made that

3

Considering the influence that Coronavirus-2019 (COVID-19) has had on global economies, data for 2020
were excluded from the table.
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either the productivity of the average South African citizen became less, and/or that the
unemployment rate increased between 2017 and 2019.
Gini-index: In layperson’s terms, 35% of all the wealth in South Africa was shared among
65% of the population, while 65% of the wealth in South Africa was shared among 35% of the
population. Alternatively stated, wealth was not fairly distributed in South Africa and the
inference can be made that the average South African faced poverty as a stark reality.
Inflation rate: If a product had a cost of US$ 100 at the end of 2016, this same product would,
due to inflation, cost US$ 105.28 at the end of 2017, US$ 110.14 at the end of 2018, and
US$ 114.70 at the end of 2019. The inference can therefore be made that the cost of living
increased, year-on-year, over the three-year period.
Estimated population size: The estimated number of South African citizens increased by
782 762 (▲ 1.35%) between 2017 and 2018; increased by 765 752 (▲ 1.31%) between 2018
and 2019. In effect, over the three-year period, the South African population increased by
1 548 514 (▲ 2.72%) citizens.
Unemployment rate: Although the unemployment rate effectively increased by 1.4% between
2017 and 2019, the estimated number of unemployed South African citizens amounted to 15
791 702 in 2017, 15 621 318 in 2018, and 17 040 457 in 2019. In effect, the estimated
number of unemployed South African citizens increased by 1 248 754 (2.19% of the South
African population) over the three-year period.

Taking into account the above, clear tangent planes emerge that the South African economic
environment is unconducive for small businesses to operate in; justifying the argument that the
“liability of newness” is more severe for newly established business entities in developing
economies with non-conducive economic environments.
2.3 A Brief Overview of South African Taxation
Taxation is an integral part of a country’s development, interwoven with numerous other areas,
from good governance and formalising the economy and even spurring growth through promoting
SMMEs [28]. In layperson’s terms, taxation has to do with the levying of payment on goods
and/or services and/or income to benefit a taxing authority [63]. More often than not, countries
have two categories of taxation, namely that of direct taxation (taxation is levied directly on
money earned by entities) and indirect taxation (taxation is levied indirectly on money earned by
entities) [21, 29]. Although direct taxation generally yields more taxation income from employed
individuals and/or business entities, indirect taxation is largely payable by almost all citizens in a
country [64].
In a South African dispensation, direct taxation on business entities (close corporations, private
companies and public companies) are taxed at 28% of their taxable income while direct taxation
on individuals (including business entities that are sole traders and partnerships) is taxed
between 18% and 45% of their taxable income [30, 31, 32]. In the most recent fiscal year, direct
taxation on business entities and individuals amounted to US$ 43 393 million; 55% of all taxation
income generated [65]. In turn, indirect taxation, in South Africa, is inclusive of Value Added Tax,
a fuel levy, customs and excise taxation (Sin tax), property taxes, and a skill development levy
[33, 34]. In the most recent fiscal year, the indirect taxation yielded US$ 35 504 million; 45% of all
taxation income generated [65]. In the same fiscal year, Sin tax yielded US$ 2 501 million [45].
2.4 Sin Tax and Profitability
Sin tax can be seen as a part of a group of consumption taxes (indirect taxation) that are put in
place to raise funds while also curbing the consumption of specific taxed goods [18, 35, 36].
Although Sin tax should ideally have a positive influence on the behaviour of people surrounding
the utilisation of products that are harmful to the environment and/or their own health, price
elasticity tends to hamper the latter [23, 37, 38, 66]. In an international dispensation, Sin tax is
generally charged on alcoholic products (e.g. beer, wine, and whiskey) as well as tobacco
products (e.g. cigarettes, e-cigarettes, and cigars) [67, 68].
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Although price elasticity may be viewed as a favourable phenomenon from a business
perspective, it should be noted that consumers of Sin tax-linked products are more likely to
purchase goods from larger retailers for cheaper (in bulk) and/or on credit rather than pay inflated
prices charged by smaller business entities [15]. To this end, SMMEs – especially newly
established ones – may incur an imminent reduction in sales which, in turn, may adversely affect
their profitability; their ability to cover direct taxation [39, 40].
2.5 South African Sin Tax On Plastic Bags
Sin Tax was formally introduced to South Africa through the publication of the Customs and
Excise Act No. 91 of 1964 [69]. In this legislative document, a ‘Tariff Book’ is referred to that is
usually updated on an annual basis, by the Minister of Finance, on levies charged on alcoholic
products, tobacco products and plastic bags [45]. Sin tax has been charged on plastic bags since
1 April 2013 (before this date plastic bags were not sold by retailers but rather freely distributed to
consumers after relevant purchases were made); over the years, this levy gradually increased by
a few cents [4, 22, 42]. As of 1 April 2020 (and at the time of publication), the official levy on
plastic bags stood at US$0.015 per plastic bag; generating an average of US$ 14.74 million in
indirect taxation income [43, 46]. A summary of the changes in plastic bag levies from 2013 to
2020 is shown in Table 3 below.
Year
2013
2014
2015
2016
2017
2018
2019
2020

Plastic bag levy
4
change
+US$0.004 per bag
+NIL per bag
+NIL per bag
+US$ 0.0012 per bag
+NIL per bag
+US$0.0024 per bag
+NIL per bag
+US$0.0079 per bag

TABLE 3: Summary of South African plastic bag levy changes
Source: [45].

The levy on plastic bags applies to the manufacturers from which South African business entities
(including SMMEs) purchase plastic bags; after which it is passed on to consumers who may
need to pay for it, at a price from the business entity, that may vary from business to business
[44]. Taking into account that SMMEs generally do not have sufficient resources on hand, opt to
recoup costs incurred to obtain plastic bags directly from customers (which includes the cost price
of plastic bags as well as the Sin tax attached to it) [41].

4. DISCUSSION
Taking into account the phenomenon of “liability of newness” [49], including the facts that 71% of
startup South African SMMEs seize to exist after 1 year of operation [9, 10, 11], and the nonconducive economic environment South African SMMEs have to operate in [59], it is highly likely
that these business entities do not overcome having limited resources on hand to optimise its
operations. As such, it becomes ostensible that the “liability of newness” may be more significant
to South Africa than any other country, considering that South African SMMEs have among the
worst failure rates in the world [3, 55].

4

It should be noted that although US$0.015 per plastic bag does not appear significant in a developed
economy, US$ 1, as the time of publication, was equivalent to R16.39 (South African Rand); 60% of South
Africans live below the poverty line which transpires to US$ 450.00 per annum / US$ 37.50 per month [3].
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Taking into account the above, South African SMMEs are influenced by an array of economic
factors and subsequent risks (while operating in a non-conducive economic environment) which
includes a lack of financing, a lack of basic business skills, extreme competition, fluctuations in
supply and demand of products and/or services, changes in interest rates, as well as taxation [13,
15]. In essence, the South African economic environment is indicative of high unemployment and
high costs of living – macro-economic factors which makes it difficult for newly established
business entities (and existing ones) to make ends meet [59, 78].
Notwithstanding the fact that South African SMMEs are subject to direct taxation [30, 31, 32]
business entities that sell alcoholic products, tobacco products and plastic bags are also subject
to indirect taxation in the form of Sin tax [39, 40, 45]. Despite the South African government
generating an estimated US$ 78 517 million from total taxation in the most recent fiscal year, the
income derived from Sin tax is a little more than 3.1% of the foregoing amount [45]. Of this US$78
519, the levies on plastic bags made up only US$ 14.74 million (0.18% the size of income
generated by Sin tax, in general) [43, 46]. To this end, the inference can be made that since 1
April 2013, the South African government has put in the effort to levy Sin tax, an indirect taxation,
on plastic bags that, largely, did not discourage its purchase and/or usage thereof, while
inadvertently placing an additional tax burden on both South African individuals and business
entities alike.

5. IMPLICATIONS
From the study conducted, the following three key observations are made: 1) Sin tax, as levied on
plastic bags, do not generate significant income for the South African government, 2) the usage
of plastic bags in South Africa has not been greatly discouraged through Sin tax, and 3) Sin tax
levied on plastic bags already has an adverse influence on the profitability of South African
SMMEs (both existing and newly established). When taking into account the non-conducive
economic environment in which South African SMMEs have to operate, it becomes apparent that
further Sin tax increases on plastic bags may abolish the feasibility of newly established (and
possibly established) South African SMMEs to make use of plastic bags. Environmentally friendly
(recycled and/or compostable) yet affordable (cost-friendly) alternatives for plastic bags may
become the foreland of these business entities. In addition, policymakers may consider putting a
cap on Sin tax, as levied on plastic bags, at US$ 0.015 per bag to avoid any further increases to
negate any additional adverse repercussions on the profitability and/or existence of South African
SMMEs, especially taking into account that 60% of the South African population has to make
ends meet on less than US$37.50 per month.

6. CONCLUSION
Throughout this online desktop study, the main aim was to ascertain whether further levy
increases on plastic bags may significantly affect the feasibility of newly established South African
SMMEs’ to use plastic bags. To achieve the latter, relevant discussion took place surrounding the
“liability of newness”, South African SMMEs, their sustainability and the South African economic
environment, a brief overview of South African taxation, Sin tax and profitability, and South
African Sin tax on plastic bags.
From the research conducted, it became apparent that Sin tax, as levied on plastic bags, places a
burden on South African SMMEs and its citizens even though the mandate of such levies – to
reduce the purchasing and/or use of plastic bags – is not achieved to a large extent. Moreover,
the literature reviewed suggests that further increases in plastic bag levies may nullify the
feasibility of newly established (and possibly established) South African SMMEs to make use of
plastic bags, at least in a theoretical sense.
Considering the limitations of this online desktop research study, the deductions made in this
study cannot be generalisable. They are, however, to the best knowledge of the authors, relevant
and applicable in a South African SMME dispensation.
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Annexure A: Classification of South African SMMEs
Sector

Size

Number

of

full-time

Total annual turnover

employees employed
Agriculture

Mining and quarrying

Manufacturing

Electricity,

Gas

and

Water

Construction

Retail, motor trade and

Medium

51-250

<=R35 million

Small

11-50

<=R17 Million

Micro

0-10

<=R7 Million

Medium

51-250

<=R210 Million

Small

11-50

<=R 50Million

Micro

0-10

<=R15 Million

Medium

51-250

<=R170 Million

Small

11-50

<=R50 Million

Micro

0-10

<=R10 Million

Medium

51-250

<=R180 Million

Small

11-50

<=R60 Million

Micro

0-10

<=R10 Million

Medium

51-250

<=R170 Million

Small

11-50

<=R75 Million

Micro

0-10

<=R10 Million

Medium

51-250

<=R80 Million

Small

11-50

<=R25 Million

Micro

0-10

<=R7.5 Million

Medium

51-250

<=R220Million

Small

11-50

<=R80 Million

Micro

0-10

<=R20 Million

Medium

51-250

<=R40 Million

Small

11-50

<=R15 Million

Micro

0-10

<=R5 Million

Medium

51-250

<=R140 Million

Small

11-50

<=R45 Million

Micro

0-10

<=R4.5 Million

repairs services

Wholesale

Catering,
accommodation

and

other trade

Transport, storage and
communication
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Finance and business
services

Community, Social and

Medium

51-250

<=R85 Million

Small

11-50

<=R35 Million

Micro

0-10

<=R7.5 Million

Medium

51-250

<=R70 Million

Small

11-50

<=R22 Million

Micro

0-10

<=R5 Million

personal service

Source: [4].
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Abstract
South African Small, Medium and Micro Enterprises (SMMEs) are of great importance to the
national economy due to their socio-economic value-adding abilities. Despite being responsible
for contributing generously to the national Gross Domestic Product (GDP) and providing
employment opportunities to more than half of the national workforce, research shows that up to
80% of these business entities fail after being in operation for three years. The latter dispensation
is often blamed on unmanaged economic factors and subsequent risks; including that of poor
cash flow management. To assess the cash flow situation of a business entity, a cash flow
statement is generally used. According to academic literature, South African SMMEs do not make
adequate use of cash flow statements which, in turn, may have negative repercussions on
business decision making within South African SMMEs. The inadequate use of cash flow
statements can be attributable to the isomorphic changes which these business entities undergo,
particularly mimetic isomorphism. Therefore, the primary research objective of this study was to
determine whether South African SMMEs’ limited utilisation of cash flow statements, as brought
about by mimetic isomorphism, has an adverse influence on their business decision making in a
theoretical dispensation. This study was non-empirical and qualitative and made use of an online
desktop review approach by scrutinising secondary data to, in turn, develop propositions for
International Journal of Business Research and Management (IJBRM), Volume (12) : Issue (4) : 2021
ISSN: 2180-2165, https://www.cscjournals.org/journals/IJBRM/description.php

191

Juan-Pierré Bruwer, Lindiwe Mabesele, Vincentia Benting, Joël Cloete, Chante Jacobs, Jade Marais, Kgosie-tsile Rabolao & Marianne Spangenberg

further empirical testing. From the research conducted it appears that South African SMMEs’
limited utilisation of cash flow statements may adversely influence business decision making
within these business entities, at least in a theoretical sense.
Keywords: SMMEs, South Africa, Business Decision Making, Cash Flow Statement, Cash Flow.

1. INTRODUCTION
According to the National Small Business Act No. 102 of 1996, South African Small, Medium and
Micro Enterprises (SMMEs) are defined as separate small and distinct business entities that are
owned and/or managed by one or more owner(s) that conduct their business in any sector and/or
sub-sector that is relevant to the national economy [1, 2, 3]. Since their formal recognition by the
national government, in 1996, South African SMMEs have been subsequently promoted to assist
in the attainment of three core socio-economic objectives, namely: 1) job creation, 2) poverty
alleviation and 3) equal wealth dissemination [4, 5]. Over the years, the number of these business
entities have grown to such an extent that 98% of all South African business entities in operation
are regarded as SMMEs [6]. Hence, it is not surprising that South African SMMEs have been
reported to contribute 50% to the Gross Domestic Product (GDP) while also providing 60% of all
employment opportunities to the total South African workforce [4, 7].
Despite the socio-economic contributions made by South African SMMEs to the national
1
economy, as well as the support provided to these business entities by the national government ,
research suggests that these business entities have among the highest failure rates in the world
[8, 9]. During the early-2010s, it was reported that 40% of newly established SMMEs fail in their
first year of operation, 60% in their second year of operation, and 90% in their first 10 years of
operation [10, 11]. In more recent times, however, research suggests that between 70% and 80%
of South African SMMEs fail within the first three years of their existence [10, 12, 86]. More often
than not, the blame for the high South African SMME failure rate is shifted on the nonmanagement of economic factors and related risks in a non-conducive economic environment
[13, 14, 64]. Examples of the latter include, among others, the lack of basic business skills, poor
management skills, increases in taxation, fluctuations in supply and demand, excessive red tape,
high unemployment rates and high inflation rates [15, 16, 17, 18, 39]. Another critical reason why
SMMEs fail is due to poor cash flow management [65].
The phenomenon of cash flow management has to do with the planning, leading, organising and
controlling of money that both enter and leave a business entity [19, 20]. Taking into account that
money is the lifeblood of any business entity, it becomes ostensible as to why economic, efficient
and effective cash flow management practices were found to positively contribute towards
business sustainability [21, 22, 23, 24]. One manner in which proper cash flow management can
be executed is through the use of financial performance measurement tools, one of which is the
cash flow statement.
The cash flow statement provides an overview surrounding the cash-on-hand situation of a
business entity concerning its operating activities, investment activities and financing activities
[25, 26]. It is also possible that the cash flow statement can be used to assist management to
make sound business decisions [27, 28]. Unfortunately, research suggests that South African
SMMEs do not properly utilise cash flow statements, as bank statements are primarily consulted
when business decisions are made by management [29, 30].
The limited use of the cash flow statement by South African SMMEs can be coupled to the neoinstitutional theory – a phenomenon where every business entity strives to become like one
1

The South African government actively offers support to South African SMMEs through agencies such as
inter alia that of the Centre for Small Business Promotion, Ntsika enterprises Promotion Agency and Khula
Enterprise Finance company [64].
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another while being influenced by similar external forces and undergoing relevant isomorphic
changes [69, 70]. Among the isomorphic changes that a business undergoes, as underpinned by
the theory, is that of mimetic isomorphism [73, 74, 75]. In layperson’s terms, mimetic isomorphism
pertains to those changes which a business entity undergoes through copying-and-pasting
practices and/or operations from successful business entities, as-is [71, 72].
In fundamental nature, the perception exists that South African SMME management may not
necessarily make sound business decisions to fortify and/or improve the sustainability of their
relevant business entities, especially where existing practices and/or operations from successful
business entities are copied-and-pasted, as-is. This may be why these business entities make
limited utilisation of cash flow statements as a decision-making tool. To this end, the area of
concern that was researched within the ambit of this paper reads as follows: “South African
SMMEs’ limited utilisation of cash flow statements, as possibly spurred on by mimetic
isomorphism, may have an adverse influence on relevant business decision making”. As such,
the primary objective of this study was to determine whether South African SMMEs’ limited
utilisation of cash flow statements may, theoretically, adverse influence their relevant business
decision making.
To achieve the foregoing, non-empirical research was conducted which took on an online desktop
research approach. In quintessence, secondary data were gathered from academic databases
through the inclusion of keywords and, subsequently, reviewed [85]. For the sake of
transparency, this study was nascent as the primary aim thereof has attracted limited research
and/or theorising to date [90, 91]. Therefore, the authors anticipated that since South African
SMMEs do not utilise cash flow statements – a financial statement that can assist management in
making sound business decisions – it may have a negative influence on relevant business
decision making.

2. RESEARCH DESIGN
For this research study, exploratory research was conducted as the emphasis was placed on the
discovery of ideas and insights into a theoretical idea [82, 83]. Furthermore, the research topic
was nascent as limited research has been conducted on it and/or limited current theorising on it
has taken place [90, 91]. For this reason, non-empirical research was conducted, taking on an
inductive approach to assist in the development of a theory, stemming from the observation of
empirical data [84]. The theory that was developed pertained to South African SMMEs’ limited
utilisation of cash flow statements and its influence on relevant decision making [22, 53].
In terms of the research methodology, qualitative research was conducted since it entailed the
collection and reviewing of secondary data, as collected and analysed by other researchers [85].
In particular, an online desktop research approach was followed as secondary data were
gathered from sources such as libraries, journals and websites after which they were reviewed
[81]. Two major inherent limitations of online desktop research include that of author subjectivity
and secondary data scope [31]. For the sake of transparency, the authors took reasonable steps
to mitigate the latter limitations by first searching for secondary data containing keywords which
included: “cash flow”, “cash flow statement”, “financial statement”, “SMME”, “sustainability”, and
“South Africa”. Specifically, these keywords were searched for in a South African SMME
dispensation as far as possible. Throughout the authors ensured that strong statements were
supported by more than one secondary source.
The two main reasons as to why an online desktop research approach was selected over a
literature review approach are that this study was exploratory and that the topic was nascent. In
fundamental nature, the authors wanted to establish a foundation for future empirical research.
To achieve this, reputable secondary sources were collected and reviewed which enabled the
authors to both conceptualise and contextualise relevant terminology, while also allowing for the
achievement of the primary research objective.
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3. LITERATURE REVIEW
3.1 The neo-institutional Theory
The neo-institutional theory, initially dubbed institutional isomorphism, was developed by Paul
DiMaggio and Walter Powell during the early-1980s through analysing institutional processes and
institutional forces [68]. This theory was developed from the observation that although every
business entity is unique, all business entities eventually strive to become similar to one another
as they undergo isomorphic change, while simultaneously being influenced by similar external
forces [69, 70]. Generally, these external forces pertain to three aspects, namely: 1) coercive
isomorphism (forces which stem from other organisations on which the business is dependent, for
example, government agencies and legislation), 2) mimetic isomorphism (forces which stem from
uncertainty, for example, trends set by competitors and popular tools used by successful
organisations), and 3) normative isomorphism (forces which stem from professional
organisations, for example, lawyers, accountants, and medical professionals) [71, 72].
Since its initial development, to date, the neo-institutional theory has proven to be highly relevant
and valid. The latter sentiment is supported by studies where this theory was used to assist in the
conducting of research applicable to crowdfunding initiatives, corporate social responsibility, and
governance [73, 74, 75]. Notwithstanding the latter, it is therefore not surprising that prior
research shows that business decisions made by management, which affect how business
objectives are achieved, are influenced by mimetic isomorphism which, in turn, comprises: 1)
frequency-based imitation (modal trends), 2) trait-based imitation (popular trends), and 3)
outcome-based imitation (new and/or successful trends) [87].
When practices and/or operations are copied-and-pasted from successful business entities to a
small business, it does not guarantee the attainment of business objectives in the foreseeable
future [76]. This is particularly the case since every business is a clear and vivid reflection of its
management – what works well in one business does not necessarily guarantee similar results
when used directly in another business [92]. Alternatively stated, business entities that undergo
mimetic isomorphism generally skip “trial-and-error practices” by copying-and-pasting tried-andtested practices that were customised for a particular business entity with unique business
objectives [77].
Within the ambit of this study, while using the above as a basis, it becomes apparent that small
businesses may imitate a popular trend – e.g. to not use cash flow statements – despite its
potential adverse influence on the attainment of relevant business objectives. In other words,
customisation is key; what works in one successful business entity is not guaranteed to work in
another business entity [88].
.
3.2 South African SMME Sustainability
Various definitions exist for the term “sustainability”. For the sake of this study, the term
“sustainability” is defined from an accounting perspective as the ability of a business entity to
achieve its economic objectives (e.g. profitability, solvency and liquidity), social objectives (e.g.
e.g. community building and charity) and/or environmental objectives (e.g. minimising wastage
and minimising carbon footprints) in the foreseeable future [64, 66, 93]. In quintessence,
sustainability, within the ambit of this study, is synonymous with the triple bottom line – a
business needs to take responsibility for its people (its stakeholders), its planet (the environments
which it affects), and its profit (the attainment of economic objectives) [12, 32, 33, 34, 67].
When taking into account that business operations cannot continue to take place without first
achieving its relevant economic objectives [12], the inference can be made that the attainment of
economic objectives is more important than the attainment of any other objectives, especially in a
small business dispensation. For this reason, it is fair to assume that the “weak sustainability rate”
of South African SMMEs pertain to how these business entities fail to achieve their economic
objectives.
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Despite receiving support from the national government since 1996, South African SMMEs still
have significant sustainability issues. During the early-2000s it was reported that 70% of South
African SMMEs failed within their first three years of existence [35]. Closer to the early 2010s,
research found that 75% of these business entities were failing after being in operation for only
three years [36]. Closer to 2020, the reported failure rate of South African SMMEs was
unchangeable – regarded to be among the worst failure rates in the world [37, 38, 40]. For this
reason, the inference can be made that the [economic] sustainability of South African SMMEs
has not significantly improved over more than two decades.
The prevailing factors that are blamed for contributing to the weak SMME [economic]
sustainability are largely the same today than what it was during the early-2000, which include
inter alia insufficient product demand, high labour turnover, excessive government regulations,
high interest rates, stiff competition, high crime levels, high unemployment and unreliable supply
of water and electricity [39]. Notwithstanding the above, another prevailing factor that is believed
to contribute to the high failure rate of South African SMMEs is that of poor cash management,
which leads to poor business decision making; ultimately affecting the existence of a business
entity [78, 58].
Considering the phenomenon of mimetic isomorphism, it may be that South African SMMEs
mimic an approach(es) to manage risks and/or the addressing of prevailing factors from
successful business entities. Taking into account the high failure rate of South African SMMEs,
which has not yet improved over more than two decades, it may be that mimetic isomorphism is
doing more harm than good; particularly noting the poor cash management of these business
entities.
3.3 Cash Management and The Cash Flow Statement
Within the ambit of this study, the term “cash management” is conceptualised as the process of
keeping track of the amount of money that enters and leaves a business entity, which can be
used to assist in the achievement of relevant business-related objectives in the foreseeable future
[41, 42, 43, 44]. Since cash is regarded as the lifeblood of any business entity, the inference can
be made that a business entity’s management should be financially literate [45]. In layperson’s
terms, this means that a business’ management should possess the ability to make informed and
effective business decisions while taking into account the proper use and management of a
business entity’s cash [26].
To assist relevant stakeholders in the management of cash flow in a business entity, a cash flow
statement is generally used. The cash flow statement is a financial statement that, if properly
utilised, can provide management with information pertaining to 1) the amount of money received
2
3
from customers, 2) the money payable to liabilities , 3) the net assets that are on hand, and 4)
the net investments of a business entity [46]. The cash flow statement is generally demarcated
into three categories, namely that of operating activities, financing activities, and investing
activities – as summarised below [5, 26, 46, 47, 48]:



Operating activities: Those business activities, of a cash nature, that relate to the day-to-day
cash income and cash expenses. The net effect is calculated by deducting cash expenses
from cash income.
Financing activities: Those business activities that relate to the repayment or acquisition of
long- term loans, the issuing of debentures, and/or the issuing of shares. The net effect is
calculated by considering the changes made to non-current liabilities and owners’ equity.

2 A liability is a present obligation, resulting from the transfer of an economic resource, in the past that
cannot be practically avoided [79].
3 An asset is a present economic resource that is controlled by a business entity, resulting from a past
event, which has the potential to generate income [80].
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Investing activities: Those business activities surrounding the acquisition of non-current
assets, for example, vehicles, property, and/or long-term investments. The net effect is
calculated by considering changes in non-current assets (and investments).

In essence, the cash flow statement displays the cash generated and/or utilised in the three
aforementioned categories [49, 50]. Moreover, this financial statement adds to the functionality of
the “bigger picture” of a business entity’s financial performance and financial position by
classifying cash inflow and cash outflow [25, 26, 51, 52]. When taking into account that proper
cash management favourably contributes towards a business’ [economic] sustainability [22, 53,
54] and that the cash flow statement can assist management to make better business decisions
[94], the inference can be made that when South African SMMEs make use of the cash flow
statement, it should have a positive influence on relevant business decision making.
3.4 Cash Flow Statements and Business Decision Making In South African SMMEs
Notwithstanding the above, prior research suggests that the bulk of these business entities do not
make use of poor cash management practices [48, 55, 56]. Otherwise stated, the manner in
which South African SMME management manage their business entities’ cash flow leaves much
to be desired [57, 58]. This view is substantiated by local studies [29, 30, 63] where it was found
that management of South African SMMEs predominantly relies on bank statements to make
relevant business decisions, despite having access to cash flow statements. This is quite
cumbersome as the bank statement does not necessarily take into account all transactions gone
on by a business entity; does not consider real-time liquidity [63].
When business entities utilise financial performance measures, such as the cash flow statement,
it should enhance business decision making through emphasising economy, effectiveness and
efficiency by providing reliable, timely, relevant and useful information [59, 60, 61]. According to
at least one local study, South African SMME sustainability was found to be stifled due to poor
decision making stemming from incomplete financial information contained in the bank statement
[57]. This can be attributable by the fact that the bank statement – which provides only historic
[financial] data – is widely used by South African SMMEs to make business decisions associated
with profitability (the ability to make more income than expenses), solvency (the ability to have
own more assets than liabilities), liquidity (the ability to have sufficient money on hand to pay
creditors), and efficiency (the ability to earn money as quickly as possible) [62, 63, 89]. More
often than not, a bank statement only provides information pertaining to cash inflows and cash
outflows, in a historic dispensation.
Henceforth, it is highly probable that South African SMME management, as influenced by mimetic
isomorphism, choose to use the bank statement as opposed to the cash flow statement to make
relevant business decisions. As the failure rate of South African SMMEs has not significantly
improved over the span of two decades, it may be that the decision of these business entities to
ignore the cash flow statement has a direct negative influence on the achievement of business
objectives; relevant business decision making.

4. DISCUSSION
Considering that 98% of all operating South African business entities are SMMEs [6], including
the cardinal socio-economic value these enterprises add to the South African economy [4,5], it
becomes disconcerting to note the high South African SMME failure rate. Over the past two
decades, the failure rate of South African SMMEs has been found to be among the worst in the
world [40] - between 70% and 80% of these business entities fail after being in operation for only
three years. An array of economic factors have been blamed (and are still blamed) for the latter
dispensation, one of which is that of poor cash management [65].
Taking into account the neo-institutional theory, three external forces are highlighted that
influence business entities in their pursuit to become sustainable, namely coercive isomorphism,
mimetic isomorphism, and normative isomorphism [71, 72]. Though most economic factors are
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encapsulated in coercive isomorphism and normative isomorphism, the phenomenon of poor
cash management may highly likely pertain to mimetic isomorphism [76, 77]. This view is
supported by the fact that small business entities tend to copy-and-paste existing practices and/or
operations from at least one successful business entity without considering repercussions on its
operations [88, 92].
Among the tools (financial statements) which small business management can use to make
economic business decisions is that of the cash flow statement – a financial statement that
provides clarity on how cash flows in and out of a business entity [5, 26, 46, 47, 48]. In the case
of South African SMMEs, although a large proportion of these business entities have access to
the cash flow statement, they do not make use of it to make business decisions but rather prefer
using the bank statement [29, 63]. Even though the cash flow statement can assist management
with better decision making [57, 58, 94] and that it is freely available to small businesses for use
[62, 63], since the majority of South African SMMEs make use of bank statements to make
business decisions [30], it becomes highly probable that this behaviour is encouraged by mimetic
isomorphism – where existing practices and/or operations are merely copied from at least one
successful business entity in the hopes of becoming sustainable [69, 70]. In layperson’s terms, it
may be that the decision of South African SMMEs to ignore the cash flow statement as a financial
statement has an adverse influence on their [economic] sustainability. To this end, the following
three propositions are provided for further empirical testing:




Proposition 1: Where South African SMMEs utilise the cash flow statement to make
relevant business decisions, it has a statistically significant positive influence on their
[economic] sustainability.
Proposition 2: Where South African SMMEs utilise the cash flow statement to make
relevant business decisions, it has no statistically significant influence on their [economic]
sustainability.
Proposition 3: Where South African SMMEs utilise the cash flow statement to make
relevant business decisions, it has a statistically significant negative influence on their
[economic] sustainability.

Considering that the cash flow statement provides more clarity surrounding the “bigger picture” of
a business entity’s financial performance and financial position [51, 52] there is a possibility that
when South African SMME management makes use of cash flow statements to make relevant
business decisions, it may have a positive influence on their [economic] sustainability. The
findings made in this study suggests that mimetic isomorphism, in the sense of using bank
statements instead of the cash flow statement to make business decisions [87, 88] (status quo),
should be challenged.

5. CONCLUSION
For this study, the focus was placed on achieving the primary objective of determining whether
South African SMMEs’ limited utilisation of cash flow statements, as brought on by mimetic
isomorphism, has an adverse influence on their business decision making, at least in a theoretical
dispensation. This was achieved through adopting an online desktop research approach whereby
secondary sources were collected and reviewed to allow for relevant discussions to take place
pertaining to the neo-institutional theory, South African SMME sustainability, cash management
and the cash flow statement, and cash flow statements and business decision making in South
African SMMEs.
Stemming from the research conducted, although most South African SMMEs have access to
cash flow statements, almost every South African SMME prefers to use the bank statement to
make business decisions. This is disconcerting as it appears that SMMEs are highly susceptible
to mimetic isomorphism – these business entities prefer to replicate what other (successful)
businesses do (copying-and-pasting their practices and/or operations) as opposed to doing their
own thing. Considering that between 70% and 80% of South African SMMEs fail within their first
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three years of operation, the non-utilisation of cash flow statements, to make business decisions,
may actually be a major contributor towards the high failure rate of these business entities. In
fundamental nature, from the research conducted, the authors propose that the manner in which
South African SMMEs undergo mimetic isomorphism, in relation to using the bank statement to
make business decisions as opposed to the cash flow statement, should be challenged in order
to facilitate possible new avenues to fortify and/or improve their [economic] sustainability.
Although the utilisation of the bank statement as a tried-and-tested practice has worked for many
of these business entities, research suggests that better business decisions can be made if the
cash flow statement is used on a trial-and-error basis.
For the sake of transparency, considering the limitation of secondary data scope, applicable to
online desktop research, the authors reasonably ensured that sufficient secondary data were
gathered, from a variety of sources, after which they were reviewed. By doing so, the authors
believe that a fair conclusion was reached in relation to the nascent research topic. In addition,
the limitation of author subjectivity was also kept to a minimum through the inclusion of as many
topic-related secondary data as possible, despite the limited research that has been conducted
on the research topic, in a holistic manner.
In terms of practical implications, if the cash flow statement is used by small business
management, it can allow for better cash management which, in turn, may have a direct positive
influence on the manner in which business decisions are made; possible improvements in their
[economic] sustainability.
Using the above as a basis, and apart from the three propositions proposed to be further
empirically researched, avenues for further research include, but are not limited to 1) the
influence of current cash management processes on the [economic] sustainability of South
African SMMEs, 2) the intrinsic effect of cash flow statement usage on South African SMME
[economic] sustainability, and 3) the feasibility of using bank statements as a business decisionmaking tool in South African SMMEs.
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Abstract
Over the past decades, subsidiary’s autonomy has emerged as a focal point of research
concerning Multinational Corporations (MNCs). The concept of autonomy has influenced the four
research streams identified by the scholars within the subsidiary-management literature,
Strategy-Structure, Headquarters-Subsidiary Relationships, Subsidiary Roles and Subsidiary
Development, albeit with a different degree of intensity. However, despite the high number of
contributions concerning this theme, only a few have dealt with the elements determining the
autonomy of firms belonging to MNCs and a complete systematization of the empirical studies
containing sets of variables able to explain subsidiary autonomy is still lacking. Aiming at
contributing to fill this gap, a Systematic Literature Review methodology has been implemented to
guarantee a rigorous procedure. The main findings of this paper are the identification of the
explanatory elements for the autonomy, named differently by scholars during the forty years of
this review, such as determinants, variables, or factors, and a further contribution in clustering
them according to common characteristics. Research findings contribute to consolidate and
synthetize the results into a comprehensive framework, providing the basis for further directions
of future research concerning firm autonomy within business groups.
Keywords: MNCs, Firm Autonomy, Determinants, Systematic Literature Review.

1. INTRODUCTION
Over the past decades, subsidiary’s autonomy has emerged as a focal point of research
concerning Multinational Corporations (MNCs) (see among others, Garnier, 1982; Hedlund, 1986;
Ghoshal and Bartlett, 1990; Birkinshaw et al., 1998; Taggart and Hood, 1999; Young and
Tavares, 2004; Manolopoulos, 2006; McDonald et al., 2008; Cavanagh et. al, 2017; Seus, 2021).
Broadly speaking, “autonomy may be defined as the degree to which one may make significant
decisions without the consent of others” (Brock, 2003: 58). In his book “Centralization and
Autonomy”, Brooke (1984) proposed that autonomy refers to an organization “in which units and
sub-units possess the ability to take decisions for themselves on issues which are reserved to a
higher level in comparable organizations” (Brooke, 1984: 9) while in the field of business groups
studies, Young and Tavares (2004) developed an improved understanding of the notion of
autonomy.
Scholars generally identified the end of the 1970s as the starting point for the subsidiary
management literature stream (Gates and Egelhoff, 1986; Birkinshaw and Hood, 1998). Within
the subsidiary management literature, four research streams have been identified (Paterson and
Brock, 2002; Pisoni et al., 2013; Cavanagh et al., 2017): Strategy-Structure, HeadquartersSubsidiary Relationships, Subsidiary Roles and Subsidiary Development. The concept of
autonomy has influenced all these research streams albeit with a different degree of intensity. In
fact, they broadly follow a temporal order moving from centralization aspects related to
headquarters (HQs) to subsidiaries and therefore more towards to the autonomy concept. The
most relevant contributions to this paper, both theoretical and empirical, are ascribable to the last
three streams.
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Much of the contributions related to the Headquarters-Subsidiary Relationships stream are mainly
quantitative-based (Hedlund, 1981; Garnier, 1982; Gates and Egelhoff, 1986) even if focused in
some cases on the concept of centralization. Subsidiary Roles stream of research started from
the seminal work by White and Poynter (1984). According to their findings, subsidiaries may have
different roles within the MNC network and several contributions in the literature followed this first
attempt to update and propose new roles for the subsidiaries (see among others, Bartlett and
Ghoshal, 1986; Jarillo and Martinez, 1990; Birkinshaw and Morrison 1995). Finally, interesting
contributions related to the autonomy concept derive from the subsidiary’s initiative and
development research stream (Birkinshaw and Hood, 1998; Birkinshaw et al., 1998; Ambos et al.,
2010; Dörrenbächer and Gammelgaard, 2016).
However, despite the high number of contributions concerning this theme, only a few have dealt
with the elements, named by scholars in different ways such as determinants, variables, factors,
characteristics, measures or antecedents, useful in explaining the autonomy of firms belonging to
MNCs and a complete systematization of the empirical studies containing sets of them is still
lacking. For the sake of clarity, it is important to highlight that two recent and useful contributions
have been made by Pisoni et al. (2013) and Dut (2013). However, different aims, methods and
search strategies adopted limit the overlapping risks. In the former case, scholars did not adopt a
systematic approach while the latter followed a narrow systematic approach focusing on highly
ranked journals publishing research on subsidiaries and MNCs and limiting the period from
January 2000 to June 2013. Moreover, these two contributions and other conceptual
(Manolopoulos, 2006) and empirical (Gammelgaard et al. 2012) investigations have provided
their own way of grouping the elements that can explain the autonomy according to their research
purposes, but these results need to be improved to build a broader framework.
The contributions of the paper are in expanding the knowledge on the field of studies concerning
MNCs and autonomy by looking at the literature findings over a period of forty years (1980-2019)
and updating the model for interpreting the determinants of subsidiary decision-making
autonomy. Therefore, the purpose of this paper is to answer the following research questions:
What are the elements that explain the autonomy of firms belonging to MNCs? How these
elements can be grouped?
Aiming at contributing to fill this gap, a Systematic Literature Review (SLR) methodology has
been implemented to assess the variables useful to explain the degree of decision-making
autonomy of a subsidiary. This approach guarantees a replicable, scientific, and transparent
process (Tranfield et al., 2003) in comparison to samples selected via purely subjective criteria,
as underlined by Newbert (2007).
For what concern the present study, research strings queried on two databases (EBSCO and
Scopus) combine three basic elements, i) the determinants of ii) autonomy in decision-making iii)
within MNCs. A total of 28 empirical contributions have been systematized. In order to cover the
different facets of the topic under analyses and guarantee a comprehensive and rigorous
research strategy, keywords have included a wide set of words related to those three basic
elements.
The present work contributes to consolidating and synthetizing the results into a comprehensive
framework and exploiting prior literature findings in order to identify the elements and the
mechanisms that influence the phenomenon under analyses (Edmondson and McManus, 2007).
The main findings are the identification of the explanatory elements of the autonomy used by
scholars during the forty years of this review, and a further contribution in clustering them
according to common characteristics. Both theoretical and practical implications emerged from
this study and a conceptual framework has also been presented to support future research on the
field.
The paper is organized as follows: section two illustrates the different streams of research
concerning autonomy within MNCs. The research methodology is summarized in section three
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while section four reports the research results. Section five identifies and discusses the main
findings of the articles in the sample in terms of groups of variables and highlights the
contributions. Section six concludes suggesting directions for further research.

2. THEORETICAL BACKGROUND
This section contains the conceptual background of the concept of autonomy within the
subsidiary management literature stream of research.
Concerning subsidiary autonomy related literature, Young and Tavares (2004) in their seminal
work proposed the following comprehensive definition: “the constrained freedom or independence
available to or acquired by a subsidiary, which enables it to take certain decisions on its own
behalf” (Young and Tavares 2004: 228). Starting mainly from this contribution, decision-making at
a subsidiary level became the common denominator of other definitions of autonomy proposed in
the literature (see among others, McDonald et al, 2008; Ambos et al. 2010; Gammelgaard et al.
2011). In a more concise way, the subsidiary autonomy has been also defined as “the extent to
which the subsidiary can make decisions about its business operations” (Schüler-Zhou and
Schüller, 2013: 330).
In a recent work to document the rise of autonomy in subsidiary management literature,
Cavanagh et al. (2017) conducted a systematic literature review focusing on key articles
published in leading international business and management journals until 2016. Besides Young
and Tavares (2004) article, the second seminal paper they used as starting point for their
research was by Paterson and Brock (2002) that is focused on subsidiary management literature
stream of research. According to the latter contribution, four research streams have been
identified: Strategy-Structure, Headquarters-Subsidiary Relationships, Subsidiary Roles and
Subsidiary Development. Subsidiary autonomy received less or much attention according to the
different streams and periods.
In the Strategy-Structure model, the ability of the subsidiary to undertake strategic decisions and
actions is generally neglected because strategy is designed and determined by the MNC
headquarters. According to Birkinshaw and Hood (1998) within this literature stream the basic
assumption, mainly based on (Vernon, 1966) and (Johanson & Vahlne, 1977), is that “the
subsidiary is an instrument of the MNC and, consequently, … it acts solely with regard to headoffice-determined imperatives (Birkinshaw and Hood, 1998: 775).
Interesting contributions related to the Headquarters-Subsidiary Relationships emerged during
the 1980s. Much of these contributions, even if focused in some cases on the concept of
centralization, were mainly quantitative (Gates & Egelhoff, 1986; Garnier, 1982; Hedlund, 1981)
and investigated the dyadic relationship between the subsidiary and the head office (Pisoni et al.,
2010). According to Brock (2003), autonomy and (de)centralization are two related constructs but
autonomy refers to the extent of decision-making authority of an organization while centralization
concerns the locus of decision-making authority in an organization that means “the extent to
which decision-making is concentrated in a single point or diffused throughout the organization”
(Brock, 2003; 61). Consequently, the variables able to measure both the concepts may be the
same and for the purpose of this paper, centralization and decentralization have been added in
keywords list.
Subsidiary roles research stream has been widely explored by scholars. Starting from the seminal
contribution of White and Pointer (1984), the unit of analysis shifted from the headquarters to the
subsidiaries. According to their findings, subsidiaries may have different roles within the MNC
network and several contributions in the literature followed this first attempt to update and
propose new roles for the subsidiaries (see among others, Bartlett and Ghoshal, 1986; Jarillo and
Martinez, 1990; Birkinshaw and Morrison 1995, Ambos et al. 2020). These studies are strictly
related to the theories in which subsidiaries are treated as nodes within a complex network of
relationships, both inside and outside the MNC (Hedlund, 1986; Ghoshal and Bartlett, 1990;
Forsgren et. al., 1999; McDonald et al., 2008). In the perspective of ‘Transnational organization’
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of an MNC (Bartlett and Ghoshal, 1989) the resources of an MNC, seen as a portfolio of
differentiated, but interdependent subsidiaries, are distributed geographically and each subsidiary
control part of them (Rugman et al., 2011).
Finally, interesting contributions related to the autonomy concept derive from the subsidiary’s
initiative and development research stream (Birkinshaw and Hood, 1998; Birkinshaw et al., 1998;
Ambos et al., 2010; Dörrenbächer and Gammelgaard, 2016). In his seminal work, Birkinshaw
(1997) defined the initiative as “a discrete, proactive undertaking that advances a new way for the
corporation to use or expand its resources” (Birkinshaw, 1997: 207) and identified four types of
subsidiaries initiatives: global, local, internal and global-internal hybrid. In fact, as showed by
Raziq et al. (2014) distinguishing types of initiatives is important to evaluate the impact on
autonomy of different types of subsidiary initiatives as HQs may prefer some of them to others
and, therefore, have different consequences for the autonomy of the subsidiaries.
Manolopoulos (2006) made a conceptual investigation on the concept of autonomy in the
subsidiary management research. He defined the subsidiary autonomy as “the degree to which
an MNC subunit may make significant decisions, referring to the whole spectrum of inter-and
intra-firm relationships, with or without the consent of the HQs” (Manolopoulos, 2006: 49).
According to his findings, subsidiary autonomy extent depends on the subsidiary’s relationships
with the HQs, the other subunits of the MNE group, and its embedded environment. Therefore,
the variables able to explain the subsidiary autonomy generally concern the characteristics of the
parent company, the subsidiary, and the institutional environment (De Jong and Dut, 2010; Pisoni
et al. 2010). According to Gammelgaard et al (2011, 2012), autonomy is connected to intraorganizational relationships, both vertical linkages (parent-subsidiary) and lateral linkages
(subsidiary-subsidiary) (Birkinshaw and Morrison, 1995), and inter-organizational relationships
that are the links that the subsidiary has with its environment.
However, despite the high number of contributions concerning the concept of autonomy, only a
few have dealt with the elements that determine the autonomy of firms belonging to MNCs. In
many cases, autonomy level has been directly derived from surveys to managers (Birkinshaw et
al. 2008; McDonald et al., 2008; Ambos et al., 2010; Golini et al., 2016) and synthetized by point
scales values while, in other cases, autonomy or related concepts have been considered as an
explaining variable for other topics, mainly R&D (see among others, Taggart, 1998; Iwata et al.
2006; Manolopoulos et al. 2007, Kim and Kim 2020). Moreover, scholars generally tend to
consider MNCs as a whole to be investigated globally also for other interesting related concepts
as shown recently, for example, for Corporate Social Responsibility and decision-making process
(Dixit et al., 2020) or corporate governance aspects and performance (Alhaj, 2019).
For what concern the present study, the main recent and useful contributions have been made by
Pisoni et al. (2013) and Dut (2013). The former paper presents an interesting literature review of
the main contributions concerning the evaluation of the variables that indicate the level of
autonomy of subsidiaries of internationalizing companies. The latter contains a systematic
approach to reviewing relevant theoretical and empirical studies in the context of subsidiary’s
decision-making autonomy.
Pisoni et al. (2013) summarized the most important variables used by scholars to explain the
subsidiary autonomy. They considered 33 papers from 1971 and 2012 and the number of
contributions for decade was quite homogeneous (six papers for the 1970s, eight for 1980s, nine
for 1990s and seven for 2000s). Papers related to the Headquarters-Subsidiary Relationships
literature stream were fourteen, but they contributed mostly in terms of different variables
proposed to explain and measure the concept (sixteen out of twenty), demonstrating as the early
research were mainly empirical and quantitative. Main theoretical implications of this research
have been the adoption of a three-way grouping of the variables, subsidiary, parent and
environmental characteristics, and the suggestion of a way to contribute on this field by focussing
on different phases of the value chain and roles carried out by the subsidiaries. According to their
findings, the most common variables used by scholars have been “subsidiary size” (13 empirical
studies) and “subsidiary age” (10) followed by the “percentage of subsidiary social capital owned
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by the headquarters” (7) and “subsidiary performance” (7). Generally, those variables were
publicly available on financial statements and/or commercial database explaining mostly their
success in empirical studies. Only three variables considered by those authors were referred to
exogenous aspects, such as, “economic development of subsidiary country” (3), “political stability
in the subsidiary’s country” (1), and “degree of uncertainty with respect to local environment” (1)
while two concerned the distance (physic and geographic). The rest of the variables were the
following: “degree of concentration in the subsidiary’s market” (3), “mode of establishment” (2),
“subsidiary market share” (1), “level of information owned by the subsidiary” (1), “subsidiary
dependence on headquarters’ product range” (1), “belonging to large international network(s) (1)”,
“technology transferred from the headquarters” (1) and “pursuit of strategic aims at subsidiary’s
local market level” (1), “% of purchase from headquarters” (1), “% of subsidiary export” (1) and
“Industry” (1).
Dut (2013) adopted a narrower systematic approach to reviewing relevant theoretical and
empirical studies on the field focusing first on highly ranked journals publishing research on
subsidiaries and MNEs and limiting the period from January 2000 to June 2013. The selection
was made according to a set of keywords, such as, subsidiary decision-making autonomy,
subsidiary centralization/decentralization, decision-making autonomy, autonomy, decision-making
authority, control, multinational, MNE, and subsidiary. The result was of eighteen empirical
studies focused on the determinants of subsidiary decision-making autonomy, and thirteen
studies on the consequences of subsidiary decision-making autonomy. The author evaluated the
existing theories used in the context of subsidiary’s decision-making autonomy, such as the
integration responsiveness framework (Prahalad and Doz, 1987), resource dependence theory
(Pfeffer and Salancik, 1978), business network theory (Andersson & Forsgren, 1996), agency
theory (Jensen and Meckling, 1976), institutional theory (Meyer and Rowan, 1977), informationprocessing theory (Galbraith, 1973), providing a theoretical framework useful for developing
further research on the topic.
For the purpose of this research, our interest is on the studies aiming at explaining the drivers
that determine differences in decision-making autonomy. Based on the most common
characteristics of the independent variables used in these empirical studies, he classified the
determinants of decision-making autonomy in five clusters distinguishing between the
“determinants that relate to the strategic role of the subsidiary, organizational complexity,
decision- and control structure, general MNE characteristics, and industry- and country-level
features” (Dut, 2013: 31). According to his findings, variables related to the strategic roles have
been used in 13 studies (out of 18) and have been related to the concept of internal
embeddedness (or its opposite, external embeddedness) of the subsidiary in the MNC, proxied
by variables, such as, subsidiary’s level of integration in value chain, subsidiary’s level of host
market orientation, percentage of subsidiary’s purchases from parent, percentage of subsidiary’s
sales to parent, subsidiary’s level of market share (market scope), subsidiary’s scope of activities,
level of reverse transfer of knowledge to parent, innovativeness and mandate. Measuring the
organizational complexity (16 studies) has been anchored to size variables, MNC or subsidiary,
degree of product or geographic diversification, subsidiary’s research competence (R&D over
sales), subsidiary’s marketing capabilities, subsidiary’s level of product specialization, and
information owned by subsidiary. Eleven studies have also considered aspects related to decision
and control, such as, number of parent’s representatives on subsidiary’s board, extent of parent
ownership in foreign subsidiaries, mode of entry (greenfield over acquisition), subsidiary
management, and monitoring of headquarters. Other general characteristics of the MNC (14
studies) have been fully exploited both on subsidiary side such as performance, language
competence, location, age and exports, and parent side such as, international experience, legal
status (state ownership), product division structure, area division structure, and international
division structure. Finally, variables on industry and country level have been considered for 13
studies, in terms of sectors, functions, home and host environments, local’s managers
perceptions, and cultural distance.
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The conceptual framework derived from this section guided me in the development of the
research strategy.

3. METHODS
The present section describes in depth the methodology adopted for this study.
In order to assess the elements useful to explain the degree of decision-making autonomy of a
subsidiary, this study grounded on a Systematic Literature Review (SLR). This approach was
chosen as it is more objective by adopting a replicable, scientific, and transparent process
(Tranfield et al., 2003) in comparison to samples selected via purely subjective criteria, as
underlined by Newbert (2007). Scholars generally identified the end of the 1970s as the starting
point for the subsidiary management literature stream (Birkinshaw and Hood, 1998; Pisoni et al.,
2013). Therefore, the field is in its maturity and it is possible to use the SLR to exploit prior
literature findings and identify the elements and the mechanisms that influence the phenomenon
under analyses (Edmondson and McManus, 2007). According to the aim of the paper, SLR
appears also as the most suitable research design to consolidate and synthetize the results into a
comprehensive framework (Cristofaro, 2019).
The research methods of our work basically conform to those adopted in several recent reviews
on various management topics (Newbert, 2007; Cafferata et al., 2009; Mari and Poggesi, 2013;
Abatecola et al., 2013; Hoque, 2014; Leoni, 2015; Hansen and Schaltegger, 2016; Di Tullio et al.
2018; Hristov et al., 2021). The systematic approach for the review relied on the following set of
criteria:
1. Search the Business Source Complete (EBSCO) and Scopus databases;
2. Search for peer-reviewed published journal articles in English, only;
3. Ensure substantive relevance by requiring that selected articles contained at least one of
the following primary keywords in their abstract: ‘autonomy’, ‘centralization’ and
‘decentralization’;
4. Ensure substantive relevance by requiring that selected articles contained at least one of the
following additional keywords in their abstract: ‘business group*’, ‘mne*’, ‘mnc*’, ‘corporation*’,
‘subsidiary*’, ‘parent-subsidiary*’, ‘holding*’, ‘headquarter*’ and ‘head office*’; the asterisk at
the end of a search word allows for different suffixes (i.e., subsidiary or subsidiaries);
5. Ensure substantive relevance by requiring that selected articles contained at least one of the
further additional keywords in their abstract: ‘factor*’, ‘determinant*’, ‘variable*’,
‘characteristic*’, ‘measure*’ and ‘antecedent*’;
6. Consolidate results from EBSCO and Scopus and eliminate duplicate articles;
7. Ensure substantive context by reading all remaining abstracts in order to evaluate their
connection with the research topic;
8. Ensure substantive and empirical relevance by reading all remaining articles in their entirety in
order to obtain papers aligned to the research goals with an adequate empirical content (i.e.,
statistical analyses);
9. Build the final dataset applying a reference and citation tracking (snowballing technique) in
order to include any other possible relevant publications.
As shown in the previous section, subsidiary-autonomy concept emerged within the
Headquarters-Subsidiary Relationships literature stream during the 1980s and, consequently,
databases have been queried for a total period of forty years (1980-2019). Concerning criterion 2,
restricting the present search to journal articles published in ‘scholarly’ journals, increased the
quality of the articles returned “due to the rigorous peer review process to which articles
published in such journals are subjected prior to publication” (Newbert, 2007: 125).
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Phase

Description

3

All articles containing the primary keywords
in their abstract
All articles containing at least one of the
additional keywords in their abstract
All articles containing at least one of the
additional keywords in their abstract
Consolidation and removal of duplicates
Reading of abstracts
Full-text reading
Snowballing technique
Removing similar articles

4
5
6
7
8
9a
9b

EBSCO Scopus Total
Result result
13,898

6,500 20,398

532

431

936

170

154

324

Final dataset

225
59
25
+5
-2
28

TABLE 1: The Systematic Literature Review process: summary of selection criteria.

The logic underlying the research grounds on the combination of three basic elements: autonomy
in decision-making, MNC’s subsidiaries and variables able to explain the presence or the
development of the autonomy (see Appendix 1 for the complete strings of research). During the
forty years considered for this review, some of the above-mentioned topics have been named
differently (i.e., MNC or MNE), new areas of investigation emerged (i.e., business groups, parentsubsidiary relationships) and some fields of research have had alternating fortunes (headquarters
vs subsidiaries, centralization/decentralization vs autonomy). In addition, explanatory elements
for the autonomy have been named differently according for example to the statistical methods
adopted (factor, measure, variable). Therefore, the keywords to ensure substantive relevance
(steps 3-5) include a wide set of words to cover the different facets of the topics and guarantee a
comprehensive research strategy.
Articles found in both the databases have been removed (step 6) before reading abstracts (step
7) and full articles (step 8). Results of step 8 do not include two articles based on the same data
and with similar results of other two already included in the selection. Five articles have been
added based on reference and citation tracking (step 9a). After that, two selected articles have
been removed to make way for two much more complete articles by the same authors (step 9b).
At the end of the process, only articles that contain a set of variables (or similar terms, as
descripted in step 5) able to explain the decision-making autonomy (step 3) of a unit belonging to
an MNC (step 4) have been considered. Articles that did not meet these conditions were deleted
from the dataset.
Table 1 shows the number of articles returned from this methodology at each step from steps 3
through 9b, with a ﬁnal sample size of 28. According to recent literature contributions, this sample
could be compared in size with the outputs of Pisoni et al. (2013), 33 papers, and Dut (2013), 18
papers. It should be noted that in the former case, scholars did not adopt a systematic approach
while the latter followed a narrow systematic approach focusing first on highly ranked journals
publishing research on subsidiaries and MNEs and limiting the period from January 2000 to June
2013.
In summary, the systematic approach returned me 28 articles in the final sample that have been
analysed in the following sections.

4. RESULTS
Descriptive analyses of the articles in the sample are shown in this section. Papers have been
analysed according to several aspects including year of publication, journals and research area,
citations, main theme, research method and typology of the variables.
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The final sample consisted of 28 contributions from 1981 to 2019. As described in the previous
section, results of step 8 initially identified 27 papers but contributions from Alharbi et al. (2016)
and Pisoni et al. (2010) have been excluded as virtually similar, for what concern the purposes of
this research, to Singh et al. (2016) and Pisoni et al. (2013). Two authors, Hedlund and Welge,
produced several contributions concerning autonomy and MNCs during the end of the 1970s and
the beginning of the 1980s. According to the results of the snowballing technique (step 9b) the
most complete papers of the two authors has been found in the volume ‘The Management of
Headquarters–Subsidiary Relations in Multinational Corporations’ (Otterbeck, 1981). Due to the
relevance of these two contributions the other two selected papers by the same authors have
been removed (Hedlund, 1980; Welge, 1982).
The main elements of the selected articles are summarized in Appendix 2. The SLR of this study
covered a period of forty years. For what concern our research themes, most of the contributions
has been found in the last ten years (14 articles) following two decades in which only 4 papers
have been selected each. The rest of 6 studies has been conducted during the 1980s. The year
with the highest number of contributions has been the 2013 (5 articles). For the rest, one or two
papers maximum have been found for each year. In details, Figure 1 shows the article distribution
on a five-years basis.
Research method distribution is presented in Figure 2. Three main methods have been found,
studies based on surveys, archival data and multi-case studies. Generally published documents
and archival data were also used to supplement the results of questionnaires and interviews.
Contribution of Gates and Egelhoff (1986) combined archival data and interviews and for the
purposes of this study was considered as a wide multi-case study.

FIGURE 1: Article distribution on a five-years basis.
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FIGURE 2: Article distribution by research method.

In terms of authors, 63 scholars contributed to conduct the selected studies. On average, just
over two authors per article (maximum 4 in two cases) while six papers have been written by one
author. It is interesting to note that ‘sole’ contributions have characterized mainly the first decade
(4 contributions out of six) while starting from 2000 papers have been always drafted by two
authors at least. Authors appear in one article only except for N. Hood who contributed to two
papers (Young et al, 1985; Taggart and Hood, 1999).
Concerning the geographical distribution, it is possible to evaluate both home and host countries.
In terms of home Countries, MNCs have been based on 22 different countries but the number is
potentially higher considering that two contributions generically refer to EU and 6 to various
Countries. MNCs from US are the most investigated (6 times) followed by UK, Germany and Italy
(4 cases), Japan and Sweden (3) and Belgium, China, Denmark, Finland, France, the
Netherlands and Switzerland (2). Rest of the Countries appears one time (Australia, Austria,
Canada, Greece, Ireland, Norway, Portugal, Spain, Taiwan). Therefore, studies of the
determinants of the subsidiary autonomy have been mainly produced for Europe and North
America MNCs while studies from Asia and Oceania are present to a limited extent. Subsidiaries
have been examined in 32 different countries while in 7 cases host countries have been not
identified: in 4 cases hosts were based on many and various countries while in the other 3 cases
the reference was to geographic areas (2 EU and 1 Mercosur). Concerning host countries, also
other areas appear such as South and Central America (Argentina, Brazil, Mexico), Middle East
(Saudi Arabia) and central eastern Europe (Bulgaria, Estonia, Czech Republic, Poland, Slovak
Republic).
Except for Hedlund (1981) and Welge (1981), 26 papers have been published in 22 different
journals (Table 2) covering various research areas and disciplines. International Business Review
has the highest frequency (3) followed by Journal of International Business Studies (2) and
Strategic Management Journal (2) while all the other journals appear one time. Based on the
related journals, papers have been divided into four main areas of interest (Hristov et al., 2021):
international business, general management, strategic management and marketing. International
business research area contains the highest number of contributions (9) published in 6 different
journals.
Journal
International business
International Business Review

Frequency
9
3
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Journal of International Business Studies
Columbia Journal of World Business
Journal of Transnational Management
Management International Review (MIR)
Multinational Business Review
General management
Academy of Management Journal
Asian Business & Management
Benchmarking: An International Journal
European Management Journal
Journal for East European Management Studies
Problems and Perspectives in Management
Strategic management
Strategic Management Journal
Long Range Planning
Marketing
Journal of Global Marketing
Journal of International Marketing
Others
Human Resource Management Journal
Information & Management
International Labour Organization Working papers
Journal of Accounting, Auditing and Finance
Journal of Manufacturing Technology Management
University of Tartu - Faculty of Economics & Business
Administration Working Paper Series

2
1
1
1
1
6
1
1
1
1
1
1
3
2
1
2
1
1
6
1
1
1
1
1
1

TABLE 2: Distribution of the articles by journal and research area.

The articles with more than 20 citations in the database Scopus are in Table 3 (source Scopus July 2021). Kobrin (1991) with his integration index has the highest number of citations. Having
no direct data on citations in the database for most of the contributions produced in the 1980s,
articles have been searched within references to obtain a proxy value.
Authors

Citations

Year of
publication

Kobrin

400

1991

Gates and Egelhoff

146

1986 *

Fenton-O'Creevy, Gooderham and Nordhaug

114

2008

Hedlund

95

1981 *

Taggart and Hood

77

1999

Young, Hood and Hamill

46

1985 *

Garnier

35

1982 *

Williams and van Triest

33

2009

Picard and Boddenwyn

29

1998

Vachani

28

1999

Mirchandani and Lederer

21

2004

Belizon, Gunnigle and Morley

20

2013

* Search within references
TABLE 3: Number of citations per article (more than 20) in Scopus.
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From a terminological point of view, the unit of analysis of the articles of the sample have been
named very heterogeneously. In total, 32 unit of analysis have been found for the 28 studies and
subsidiaries and MNCs have registered the highest frequencies, 10 and 7 cases, respectively. In
4 cases two levels of selection have been used: MNCs and subsidiaries. ‘Firms’ reference has
been used 6 times mainly combined with other words such as manufacturing (4) and listed (1).
‘Companies’ and ‘MNEs’ have been sampled 2 times each while ‘Affiliates’, ‘Branches’,
‘Corporations’, ‘Dyads’ and ‘Groups’ have been used one time each. By ‘Dyads’, Homburg and
Prigge (2014) have considered the headquarters-subsidiary relationship as the unit of analysis.
Very interesting the fact that only the most recent selected article (Belenzon et al., 2019) based
the selection on corporate ‘Groups’.
During the last forty years, scholars used various ways to indicate the explanatory elements for
the subsidiary’s autonomy and in 8 cases they used more than one word. Concerning the
keywords adopted for the searching strategy (see Section 3, point 5) the results are the following:
‘variables’ (12 times), ‘determinants’ and ‘factors’ (10), ‘measures’ and ‘characteristics’ (2) and
‘antecedents’ (1). According to these findings, the term ‘variable’ has been used in Table 5 and in
the rest of the article. An overview of the results in terms of variables, findings, main aspects and
theories for all the selected articles are summarized in Appendix 2.
Articles have been grouped according to the main aspects underlying the studies: autonomy,
centralization/decentralization and mixed references (Table 4). In the first case, papers referring
to the ‘autonomy’ concept, 15 studies have been found starting from 1981 to 2014 while for the
second cluster, 8 contributions from 1981 to 2018. Finally, mixed references and further related
concepts such as integration and control, have been found in 5 studies.
According to the results of the review, a total of 251 variables useful for the purposes of this
research has been found (Appendix 2). On average, authors used about 9 variables to explain
subsidiary’s autonomy with a minimum of 3 variables (Miozzo and Yamin, 2012; Fenton-O'Creevy
et al., 2008) and a maximum of 22 (Garnier, 1982). Considering only contributions produced
during the first two decades, mainly characterized by empirical papers, the average number of
variables analysed by scholars increases (12) and, besides of Garnier (1982), other 5 studies
dealt with more than 10 variables: 21, Hedlund (1981); 15, Gates and Egelhoff (1986) and Picard
and Boddewyn (1998); 11, Young et al. (1985) and Taggart and Hood (1999). During the last 20
years, articles contained on average 7 variables; contributions with the highest frequencies have
been the following: 18, De Jong and Dut (2010); 13, Chiao and Ying (2013); 11, Schüler-Zhou
and Schüller (2013).
Authors

Year Main aspect

Hedlund

1981 Autonomy

Garnier

1982 Autonomy

Yunker

1983 Autonomy

Taggart and Hood

1999 Autonomy

Vachani

1999 Autonomy

Männik, Hannula and Varblane

2004 Autonomy

Mirchandani and Lederer

2004 Autonomy

De Jong and Dut

2010 Autonomy

Belizon, Gunnigle and Morley

2013 Autonomy

Chiao and Ying

2013 Autonomy

Pisoni, Fratocchi and Onetti

2013 Autonomy

Raziq, Borini, Perry and Battisti

2013 Autonomy

Schüler-Zhou and Schüller

2013 Autonomy

Gilbert and Heinecke

2014 Autonomy
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Homburg and Prigge

2014 Autonomy

Welge

1981 Coordination/Decentralization

Young, Hood and Hamill

1985 Coordination/Decentralization

Gates and Egelhoff

1986 Centralization

Williams and van Triest

2009 Decentralization

Loppacher, Cagliano and Spina

2010 Centralization

Miozzo and Yamin

2012 Centralization

Aoki and Miyajima

2012 Decentralization

Liu, Luo, and Yue

2018 Decentralization

Kobrin

1991 Integration

Picard and Boddewyn

1998 Centralization/Autonomy

Fenton-O'Creevy, Gooderham and
Nordhaug
Singh, Wood, Alharbi and Darwish

2008 Autonomy/Centralization

Belenzon, Hashai and Patacconi

2019 Autonomy/Decentralization

2016 Control/Autonomy

TABLE 4: Clusters by main concept.

Finally, variables have been grouped according to their typology (Table 5). Apart from 4 specific
variables concerning human resources (Belizon et al., 2013), 12 clusters of variables have been
formed: age, size, industry, entry mode, nationality of the parent and ownership, control and
coordination tools, internal embeddedness, diversification, geographical aspects, external
environment, other variables for the subsidiary level and other variables for the MNC level
(Appendix 3).

Articles

Cl.
1

Hedlund (1981)

Cl.
2

Cl.
3

Cl.
4

Cl.
5

x

Cl.
6

x

Welge (1981)

x

x

x

Garnier (1982)

x

x

x

Yunker (1983)

x

x

Gates and Egelhoff (1986)

x

x

x

Cl.
10

Cl.
11

Cl.
12

Total

x

x

x

x

x

x

7
4

x

x

x

x

x

x

x

x

Kobrin (1991)

x

x

x

x

x

x

x
x

Vachani (1999)
Männik, Hannula and Varblane
(2004)

x

x

x
x

x

x

x

x

x

x

x

x

5
8

x

8

x

2
3

x
x

x

8

x

3
3

x
x

x

x

x

x

Williams and van Triest (2009)

9

x

x
x

x

x

x

x

Picard and Boddewyn (1998)

De Jong and Dut (2010)
Loppacher, Cagliano and Spina
(2010)

Cl.
9

x

x

Mirchandani and Lederer (2004)
Fenton-O'Creevy, Gooderham
and Nordhaug (2008)

Cl.
8

x

Young, Hood and Hamill (1985)

Taggart and Hood (1999)

Cl.
7

3
x

x

3

x

x

x
x

x

x
x

x

x

5

x

8

x

3
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Miozzo and Yamin (2012)

x

Aoki and Miyajima (2012)
Belizon, Gunnigle and Morley
(2013)
Chiao and Ying (2013)
Pisoni, Fratocchi and Onetti
(2013)
Raziq, Borini, Perry and Battisti
(2013)
Schüler-Zhou and Schüller
(2013)

x

x

x

x

x

x

x

x

x

x
x

x

x

x

x

x

x

3

x

x

x

x

x

x

x

x

x
x

x

x

Gilbert and Heinecke (2014)
Homburg and Prigge (2014)
Singh, Wood, Alharbi and
Darwish (2016)

5
x

x

8
3

x

x

6

x

8

x
x
x

Liu, Luo, and Yue (2018)
Belenzon, Hashai and Patacconi
(2019)
Total

3

x

x

x
x

1

x

x

x

x

x

5

x

6

x

1
x

12

21

12

x
6

11

x
7

11

7

9

x

x

17

10

5
13

-

Cl. 1 = Age; Cl. 2= Size; Cl. 3 = Industry; Cl. 4 = Entry mode; Cl. 5 = Nationality of the parent and ownership; Cl. 6 =
Control and coordination tools; Cl. 7 = Internal embeddedness; Cl. 8 = Diversification; Cl. 9 = Geographical aspects; Cl.
10 = External environment; Cl. 11 = Other variables for the subsidiary level; Cl. 12 = Other variables for the MNC level.

TABLE 5: Articles and clusters of variables.

Subsidiary age has been one of the most used variables: 12 papers have considered this
information in the set of variables able to explain subsidiary’s autonomy (in one case it is
indicated in terms of “year of establishment”). Data concerning the size, mainly expressed in
terms of employment, have been used in 21 articles. Sales and foreign operations also have
been used but to a letter extent. Unlike the age that has always been referred to the affiliates, the
size variables used by scholars have been also associated to the parent company, the entire
MNC or expressed in relative size (subsidiary relative size, subsidiary’s sales expressed as a
percent of parent’s overall sales). Industry (or sector or activities) is generally an easy variable to
find and scholars have used it in 12 articles mainly referring to subsidiaries but, in two cases, also
to the parent company level. The mode of establishment (or the reasons for entering foreign
markets) has been applied in 6 cases while control and coordination type variables in 7 studies.
Concerning the latter, 3 papers have explicitly referred to the board’s composition. The concept of
diversification, mainly in terms of products and divisions, has been considered 7 times while
geographical aspects have been used in 9 cases. Nationality of the parents and ownership
aspects have been processed together even if the former always concerns the parent while the
latter may refer to the subsidiary, the parent or outside ownership (local, foreign and institutional
investors). The result consisted of 11 articles adopting these kinds of variables. Very interesting
are the results concerning internal embeddedness: twenty different variables (generally named as
intrafirm flows, internal networks, transfers or dependence) have been used by scholars to
synthesize internal relationships covering 11 articles. External environment variables have been
used in 17 studies and cover a wide and heterogeneous range of information such as cultural
aspects, host country characteristics and risks and external embeddedness of the subsidiary.
Finally, 13 variables concerning the subsidiaries have been grouped as ‘others’ and other 26
have been labelled as ‘others for MNC’. In the first case, the most frequent concepts have
concerned the performance of the subsidiaries (4 articles).
To sum up, this section, Appendix 2 and Appendix 3 describe the results of this study in terms of
contents and characteristics of the articles derived from the SLR.
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5. DISCUSSION
This section summarises the key aspects of the articles in the sample according mostly to the
clusters of variables presented in the last section (Table 5 and Appendix 3) that represent one of
the main contributions of the present study.
From the research project ‘Managing the relations between headquarters and foreign operations
in Multinationals’ conducted by the Institute of International Business at the Stockholm School of
Economics (Otterbeck) from 1975 to 1982, two studies have been considered for this review,
Hedlund (1981) and Welge (1981). The overall research project had two main objectives:
producing studies for other areas than US and explaining internal mechanisms of multinationals
overcoming their formal structures and products.
Hedlund (1981) seminal in-depth study on six Swedish MNCs contained different methods and
comparative analysis with MNCs from other Countries for measuring the degree of autonomy.
Concerning the determinants of subsidiary autonomy, the research contained the first attempt, for
what concern the purposes of the present study, to group the variables according to some
characteristics. In this case, the author had the intuition of distinguishing characteristics proper of
the MNC system as a whole from those of the subsidiaries. Furthermore, he added another group
of variables related in his view to the uncertainties that are referrable to the external environment
(such as market conditions, political conditions, labour markets). According to the clusters
presented in the previous section, the study is chronologically the first considered for the
‘autonomy’ macro-theme while in terms of groups of variables the article resulted very rich
containing variables of 7 typologies. In fact, it is possible to further distinguish inside the macrocharacteristics the author adopted. Size and other variables are considered for both the MNC
level and the subsidiary level but, according to the framework adopted in the present study, some
characteristics are more specifically attributed to geographical, diversification and internal
embeddedness aspects. The latter aspect mainly explained by ‘inter-unit dependency’ resulted
very important to explain the subsidiary autonomy.
Welge (1981) in his study of six German chemical MNCs introduced a parallel between
coordination intensity and centralization/decentralization concepts. According to their typology,
four kinds of variables have been recognized, age, size, mode of establishment and ownership.
The latter three have been recognized as important factors of influence concerning the
interrelations between internal context and headquarter-subsidiary design.
For what concern the autonomy aspect, Garnier (1982) study has been based on a large set of
variables belonging to a great variety of typologies (9 in total) finding that degree of interchange
of products, ownership, workflow integration, and size factors can be considered as the best
predictors of the degree of autonomy. Control and coordination variables such as the number of
parent company's representatives on affiliate's board, have been used. The use of two variables
to measure the internal embeddedness, ‘percentage of affiliate's sales going to parent’ and
‘percentage of affiliate's purchases coming from parent’, represented a very interesting innovation
to investigate intra-flows from both sides, parent and subsidiary.
Mainly size aspects, also in terms of number of country presence, constitute the set of variables
adopted by Yunker (1983) in her study concerning autonomy and corporate and environment
characteristics.
Young et al. (1985) in their study on foreign-owned multinational subsidiaries in the UK
considered 11 variables able to influence the degree of centralization/decentralization of decisionmaking within MNCs. It is possible to recognize 8 different kinds of variables: size, age,
ownership aspects, mode of establishment, industry, internal flows, coordination tools, subsidiary
performance and other MNC characteristics. According to their findings, greater centralisation is
linked to subsidiary size, integration and multinationality of the parent company.
Although focused on centralization, the study of Gates and Egelhoff (1986) has been the first in
citing Hedlund (1981) and Garnier (1982) and using part of their results in defining their set of
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variables. The result is of 15 variables distinguished according to the proposed framework in 8
different types including nationality and ownership, diversification, environmental aspects and
intra-company relationships. Concerning the results, the authors found a relationship between
centralization and measures of company-level complexity and less for what concern the
subsidiary-level variables.
The study of Kobrin (1991) on the concept of global integration has been mainly focused on
intrafirm flows. In particular, flows have been considered according to three perspectives: affiliate
to parent, affiliate to affiliate and parent to affiliate.
Although the article of Picard and Boddewyn (1998) was explicitly focused on internationalmarketing decision-making some interesting elements have been found for autonomy and
centralization aspects. In particular, the authors distinguished the company variables from those
related to environmental aspect. Concerning the latter, they found 12 different features to be
considered.
After the study of Yunker (1983) new articles related to the macro-theme ‘autonomy’ appeared
after 16 years. Taggart and Hood (1999) and Vachani (1999) are very different studies. The
former, is assimilable to the contributions produced in the 1980s while the latter is more focused
on only one aspect, the global diversification. Taggart and Hood (1999) used 11 variables that
according to the clusters defined in the previous section are attributable to 8 typologies: age, size,
diversification (‘market scope’), industry, other for subsidiaries (‘complexity of R&D activity at the
subsidiary’), other for MNCs (‘export propensity’), ownership and internal flows. For the latter
aspect, although based on other premises and sources, as done by Kobrin (1991), relationships
among sister companies have been considered. Vachani (1999) specifically examined the linkage
between components of global diversification and subsidiary autonomy and diversification and
geographical related variables have been mainly used.
Männik et al. (2004) and Mirchandani and Lederer (2004) focused on autonomy but in relations to
other specific aspects: knowledge and technology transfers, for the first, and information systems
planning, for the second. From both, very few variables have been found and also the following
contribution in chronological order by Fenton-O'Creevy et al. (2008) on human resources and
centralization vs autonomy resulted only three variables useful for the present paper.
Proposing a new model for MNC decentralization in which the allocation of decision rights to
subsidiaries is explained by aspects of both internal corporate culture as well as external national
cultures has been the purpose of the contribution of Williams and van Triest (2009), while
Loppacher et al. (2010) mainly considered cultural aspects and global supply strategies to explain
Global Supply headquarters-subsidiary control systems.
The ‘autonomy’ stream continued in 2010 with a contribution of De Jong and Dut (2010) in which
is shown as home and host country environments and subsidiary characteristics determine
variations in the autonomy of subsidiaries. A wide and heterogeneous range of variables has
been used: size, ownership, age, diversification, other subsidiaries and MNCs variables and
internal and external embeddedness.
Miozzo and Yamin (2012) and Aoki and Miyajima (2012) contributed respectively on research on
centralization and service sector MNCs and decentralization and control tools. In terms of
variables, the first used industry, control and coordination tools and environmental aspects (‘host
country regulations’) while the second explicitly considered the boards (‘number of directors’ and
‘outside director ratio’) and foreign shareholders.
The year 2013 presents five contributions concerning autonomy. Belizon et al. (2013) contribution
examined the factors affecting Human Resources Management (HRM) autonomy using variables
such as age, size and industry. Chiao and Ming (2013) study investigated the antecedents of the
subsidiary autonomy from a network perspective by considering 13 variables of 8 clusters:
internal and external embeddedness, size, entry mode, age, industry, subsidiary performance
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and MNC experience. The authors’ findings showed as external network range and strength have
positive effects on subsidiary autonomy while the range and the strength of internal network affect
subsidiary autonomy negatively. Apart from their fundamental review concerning autonomy and
determinants, Pisoni et al. (2013) also contributed by proposing a model to measure the level of
autonomy of subsidiaries of internationalizing companies assessing the impact of the following
variables: size, reasons for entering the foreign market and local environment (‘country
development’). Raziq et al. (2013) model has considered 9 variables (6 groups according to the
framework of this study) finding as subsidiary age and size do not affect subsidiary strategic
autonomy, but subsidiary size may affect subsidiary operational autonomy. Schüler-Zhou and
Schüller (2013) have analysed the parent–subsidiary relationship of Chinese subsidiaries located
in Germany by distinguishing subsidiary and parent variables. Size, age, ownership, industry and
local environment have been the main variables used in their contribution.
Gilbert and Heinecke (2014) used only variables defined at regional level while Homburg and
Prigge (2014) introduced the dyads, that is the HQs-subsidiary relationship, as the unit of
analysis. Cultural aspects, geographical distance, size, competence of the MNC, importance of
the subsidiary and intra-group relationship (‘dependence’) have been the aspects considered in
their study.
The concepts of control and autonomy have been recently investigated by Singh et al. (2016) by
considering variables of different type: age, size, industry, nationality and ownership,
geographical aspects and other subsidiary’s characteristics.
Liu et al. (2018) have analysed centralization by using parent and consolidated variables. It is the
first study in which is explicitly mentioned the concept of consolidation by using accounting values
(consolidated financial statements and parent companies’ financial statements) according to a
double-disclosure perspective for the parent and the whole group.
Finally, Belenzon et al. (2019) have analysed the organizational distance, measured by the
number of intermediate subsidiaries separating the subsidiary from headquarters, to explain the
subsidiary autonomy within a corporate group. Industry, boards interlocks, environmental (‘same
ethnicity’) and geographical aspects have also been considering. Very interesting has been also
the choice to consider the ‘overlap affiliate name’ among the moderating aspects of the model.
In this section, all the 28 articles in the sample have been discussed in terms of variables and
their typology.

6. CONCLUSIONS
Conclusions, implications, limits and a conceptual framework useful for future research are
provided in this section.
The present paper aimed at contributing to fill the gap in the management literature concerning
the assessment of the elements useful to explain the degree of decision-making autonomy of a
subsidiary. During the last forty years, authors named differently these explanatory elements:
variables (see among others, Vachani, 1999, Männik et al., 2004, Aoki and Miyajima, 2012, Singh
et al. 2016), determinants (see inter alia, Taggart and Hood, 1999, Kobrin 1991, Miozzo and
Yamin, 2012), factors (e.g., Garnier, 1982, Picard and Boddewyn, 1998, Belenzon et al. 2019),
measures (Gates and Egelhoff, 1986), characteristics (Raziq et al., 2013) and antecedents
(Chiao and Ying, 2013). A Systematic Literature Review (SLR) methodology over a period of forty
years (1980-2019) has been implemented and the search strategy has been based on selecting
articles containing primary keywords in order to define the main aspects, namely autonomy (early
contributions for what concerns the purposes of this research, by Hedlund, 1981, and Garnier,
1982) and centralization (older contributions by Welge, 1981, and Young et al., 1985), and two
additional keywords able to guarantee substantive relevance extracting articles concerning MNCs
and the explanatory variables of the phenomena under analysis.
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The advancements of this study mainly consist in (i) a complete systematization of the studies
containing variables able to explain the autonomy of firms belonging to MNCs, (ii) the
identification of these variables and (iii) a further contribution in clustering them according to
common characteristics. Concerning the first, the systematic approach returned a total of 28
articles mainly produced during the 1980s and in the last ten years. The latter result
demonstrates an increasing scholarly interest for the theme for which more and more authors are
committed to expand the knowledge on the subject also in terms of new geographical areas
involved as both host and home countries (Miozzo and Yamin, 2012; Raziq et al. 2013, Homburg
and Prigge, 2014; Singh et al., 2016; Liu et al. 2018). Papers have been also grouped according
to the main aspect underlying the studies: autonomy, centralization/decentralization and mixed
references. Concerning the second and the third contributions, a complete framework of variables
used by scholars in these last forty years in explaining the subsidiary autonomy has been
provided. A deluge of different and heterogeneous variables has been found and an attempt of
updating the model for interpreting the determinants of subsidiary decision-making autonomy has
been made deriving 12 clusters according to their typology: age, size, industry, entry mode,
nationality of the parent and ownership, control and coordination tools, internal embeddedness,
diversification, geographical aspects, external environment, other variables for the subsidiary
level and other variables for the MNC level.
Future research directions could consider these results in terms of proposed variables and
clusters of variables as a starting point. The latter seems to be the most promising aspect also in
the light of the possibility of investigating the topic according to a multilevel approach. On the
basis of what emerged in this study, the variables useful to explain the degree of decision-making
autonomy of the subsidiaries can be referred to: (1) single subsidiaries; (2) the parent company;
(3) the whole MNC (or business group); (4) the internal relations of the units belonging to the
MNCs (or business groups); and (5) the relations with the external environment.
Level of research
Cluster of variables

Subsidiary

Parent

MNC

Internal
External
relationships environment

Cl. 1 Age
Cl. 2 Size
Cl. 3 Industry
Cl. 4 Entry mode
Nationality of the parent and
Cl. 5 ownership
Cl. 6 Control and coordination tools
Cl. 7 Internal embeddedness
Cl. 8 Diversification
Cl. 9 Geographical aspects
Cl. 10 External environment
Cl. 11 Others for subsidiary
Cl. 12 Others for MNC

TABLE 6: Clusters of variables and possible level of analysis.

As shown in Table 6, the 12 clusters of variables are very heterogeneous with respect to the unit
of analysis to be considered. Ownership and control and coordination aspects could be
investigated for all identified levels, while several variables have been found as strictly referrable
to the internal relationships and the external environments.
This study provides several implications for scholars and practitioners. In terms of theoretical
contribution, this study highlights the need to revise the research stream on the determinants of
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the subsidiary autonomy according to a new comprehensive framework based on variables
grouped by typology. Studies on several aspects concerning companies such as performance,
productivity and CSR, could benefit from the results of this article especially focussing on the
presence of internal and external variables able to influence the degree of autonomy of a
subsidiary. According to this perspective also regulators, administrative bodies and public
research institutes could profit of the results of this study for policies and analysis of MNCs in
their countries.
Although a SLR guarantees the use of rigorous, transparent and replicable criteria, the present
contribution presents some limitations concerning the search strategy and the analysis of the
results. Even if the use of two databases, in this case Business Source Complete (EBSCO) and
Scopus, limits the risks of not including some published studies on the field, it is not possible to
consider the sample as exhaustive. However, according to the comprehensive nature of these
two databases, the sample can be considered as representative of the full population of articles
on the theme. Primary and additional keywords derive from the previous knowledge of the author.
Although the research strings have been extensively articulated to obtain a wide range of papers,
some authors may have covered similar topics by using different keywords. The application of the
snowballing technique has limited this kind of risk but not completely eradicated. Finally, offering
new ways of clustering the variables derived from the review, results have been analysed
according to the researcher’s knowledge and some interpretation problems may have affected
the assignment of individual variables to the appropriate groups.
Future research could focus on overcoming some of the above-mentioned limitations. In
particular, for what concerns the research of other arguments strictly related to the autonomy of
affiliated-group companies, studies could focus on ‘business groups’ and ‘boundaries of the firm’
literature streams. Furthermore, the present paper has certainly contributed to providing a
systematic framework useful to produce new studies able to positively answer to the question
posed by Garnier (“Is it possible to predict beforehand the degree of autonomy of a specific
manufacturing subsidiary? (Garnier, 1982: 906)) also for other industries and other geographical
areas. Concerning the variables and the proposed clusters (Table 6), the most interesting
prospects for future research seem to be mainly related to the internal embeddedness and control
and coordination tools analyses. Furthermore, the level related to the internal relations seems to
be the most suitable to be investigated due to its nature able to cover several groups of variables
in terms of dual or multiple data analysis. Finally, investigating practitioners’ perspectives and
evaluating the variables according to their publicly availability should offer other interesting
themes to consider for future research.
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APPENDIX 1 – SLR: STRINGS OF RESEARCH
EBSCO
Interface - EBSCOhost Research Databases
Search Screen - Advanced Search
Database - Business Source Complete
Search Alert: "AB ( (autonomy or centralization or decentralization) ) AND AB ( ("business group*"
or MNE* or MNC* or corporation* or subsidiary* or "parent-subsidiary*" or holding* or
headquarter* or "head office*") ) AND AB ( (factor* or determinant* or variable* or characteristic*
or measure* or antecedent*) ) Scholarly (Peer Reviewed) Journals; Published Date: 1980010120191231; Publication Type: Academic Journal; Document Type: Article; Language: English AND
Apply equivalent subjects on 2020-04-05 05:05 AM"
Limiters - Scholarly (Peer Reviewed) Journals; Published Date: 19800101-20191231; Publication
Type: Academic Journal; Document Type: Article; Language: English
Expanders - Apply equivalent subjects
Search modes - Boolean/Phrase
SCOPUS
ABS ( ( autonomy OR centralization OR decentralization ) ) AND ABS ( ( "business group*"
OR mne* OR mnc* OR corporation* OR subsidiary* OR "parent-subsidiary*" OR holding*
OR headquarter* OR "head office*" ) ) AND ABS ( ( factor* OR determinant* OR variable*
OR characteristic* OR measure* OR antecedent* ) ) AND PUBYEAR > 1979 AND
PUBYEAR < 2020 AND ( LIMIT-TO ( SRCTYPE , "j" ) ) AND ( LIMIT-TO ( SUBJAREA ,
"BUSI" ) ) AND ( LIMIT-TO ( DOCTYPE , "ar" ) ) AND ( LIMIT-TO ( LANGUAGE , "English" ) )
The asterisk at the end of a search word allows for different suffixes.
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APPENDIX 2 – AN OVERVIEW OF THE SELECTED STUDIES (part I)
Observation
period
1976-1980

Sample and
research
method
6 MNCs; 24
subsidiaries.
Multi-case
study.

Author (s)
Hedlund
(1981)

Aim
Evaluating the
autonomy of the
subsidiaries and
the formality of
headquarterssubsidiary
relationships.

Country
Home:
Sweden;
Host: various.

Welge
(1981)

Exploring the way
MNCs design the
coordination
intensity of HQssubsidiary
relationships.
It is proposed that
a limited number
of key variables
can explain the
degree of
autonomy of any
foreign unit.

Home:
Germany;
Host: France,
India, US.

1976-1980

6 MNCs; 15
subsidiaries.
Multi-case
study.

Home: US
Host: Mexico,
France.

-

144
manufacturing
firms.
Survey.

Shedding
empirical light on
multinational
corporate policy
formulation and
accommodation
for three policy

Home: US

1980-1981

52
corporations.
Survey.

Garnier
(1982)

Yunker
(1983)

Variables
MNC system as a whole:
complexity of technology;
international experience; inter-unit
dependency; geographical
heterogeneity; market
concentration; size; degree of
diversification; mode of entry on
international markets.
Characteristics of the subsidiary:
uncertainty of subsidiary's
environment; cross-shipments of
goods; technology transfers from
HQs to sub; technology transfers
from sub to HQs; size of subsidiary
(turnover); relative size of
subsidiary; intensity of competition;
market share; performance.
Areas of uncertainty: market
conditions; political conditions;
supply conditions; capital markets;
labour markets.
Size (employment); size (sales);
age; mode of establishment;
ownership.

Age of local affiliate, Method of
acquisition, General policy on
participation to foreign affiliates'
equity, Percentage of responding
affiliate's equity held by parent,
Number of parent company's
representatives on affiliate's board,
Size of foreign affiliate, Size of
multinational group, Relative size,
Number of products or product
lines, Market to be served,
Percentage of local affiliate's
products identical to parent's,
Degree of integration of activities of
members within group R&D budget
(as of sales), Percentage of
affiliate's sales going to parent,
Percentage of affiliate's purchases
coming from parent, Performance
of affiliate (deficits), Comparative
rate of return, Percentage of
group's total revenues earned
abroad, Number of countries in
which group has affiliates,
Perception of local laws on foreign
investment, Perception of local
government's attitude, Perception
of differences in executives'
attitudes and values, Perception of
value of local system of education
World sales of the corporation,
number of subsidiaries, number of
countries in which the company
operates, foreign subsidiary ratio,
foreign sales ratio, short-run profit
orientation, perceived
environmental variability.
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areas: subsidiary
autonomy,
performance
evaluation and
transfer pricing.
Young,
Hood and
Hamill
(1985)

Examining the
issue of decisionmaking within the
subsidiaries of
foreign
multinational
enterprises
(MNEs) operating
in the United
Kingdom.
Attempting to add
clarity to the
situation by retesting many of
the existing
hypotheses with
data from a
recent study of
centralization in
50 large US, UK
and European
MNCs.

Home:
1984
various; Host:
UK.

154 companies. Nationality, percentage of
Survey.
ownership, subsidiary age, mode of
establishment, subsidiary size,
relative size of the subsidiary,
industry, degree of inter-subsidiary
production integration, subsidiary
performance, multinationality of
parent company, organizational
structure of parent company

Home: US,
UK and EU
countries.
Host: Brazil
and Europe.

-

50 MNCs.
Multi-case
study.

Kobrin
(1991)

The primary
concern of this
paper is the
structural
characteristics of
an industry that
generate returns
to transnational
integration:
manufacturing
scale economies
and technological
intensity.

Home: US

1982
1986

56
manufacturing
industries
containing USbased firms.
Archival
analysis.

Picard and
Boddewyn
(1998)

Answering the
question: who
makes the
standardization
vs. adaptation
decisions in
MNCs.

Home: US
Host: EU.

1973
1983
1993

78
manufacturing
firms.
Survey.

Taggart and
Hood (1999)

Evaluating the
level of autonomy
vested in
German- and
Japanese-owned
manufacturing
subsidiaries in
the British Isles
and consider how

Home:
Germany,
Japan. Host:
British Isles.

1995

725
manufacturing
affiliates.
Survey.

Gates and
Egelhoff
(1986)

Company level: Size of foreign
operations; size of MNC; Foreign
product diversity; Product
modification differences; Extent of
outside ownership; Extent of foreign
acquisitions; Industry; Nationality;
Age of company abroad.
Subsidiary level: Relative size of
subsidiary; Size of subsidiary;
Product change; Competitive
climate change; Intracompany
imports (purchases) by subsidiary;
Age of subsidiary.
Integration index: Intrafirm flows affiliate to parent; affiliate to affiliate;
parent to affiliate.
Determinants: technological
intensity, manufacturing scale,
advertising intensity and
internationalization.

Company variables: size of the
MNC, percentage of investments
(relative size), percentage of
product sold in EU which are
produced in EU and ownership
percentage.
Environmental variables: economic
recession, nationalistic feelings,
national government regulations,
differences in consumer incomes,
differences in tastes/habits,
language barriers, shortage of
communication media, lack of
uniform transportation facilities and
regulations, differences in technical
standards, different currencies,
consumeristic movements,
competition from EU firms.
Subsidiary age, employment level,
sales, export propensity, market
scope, nature of production
operations at the subsidiary,
proportion of outputs sent to sister
subsidiaries for further processing
and/or final assembly, proportion of
material inputs coming from other
group plants, proportion of material
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this has evolved
over time.

Vachani
(1999)

Examining the
linkage between
components of
global
diversification
and subsidiary
autonomy, which
has been
identified as a
critical aspect of
organization
design.
Männik,
Analysing the
Hannula and contribution of
Varblane
FDI to knowledge
(2004)
and technology
transfer into five
CEE economies
on the choice of
the subsidiaries'
strategies.
Mirchandani Extending the
and Lederer prior research by
(2004)
testing
hypotheses with
variables that
may predict
subsidiary
autonomy for
information
systems
planning.
FentonExploring
O'Creevy,
determinants of
Gooderham subsidiary
and
autonomy in
Nordhaug
setting HRM
(2008)
practices within
US parented
MNEs, in Europe
and Australia.

inputs sourced in the local
economy, complexity of R&D
activity at the subsidiary.

Home: US

63 MNCs.
Survey.

Related product diversification
(RDP), Unrelated product
diversification (UPD), Related
geographic diversification (RGD),
Unrelated geographic diversification
(UGD), Product division, Area
division, International division,
Hybrid division, Outcome (versus
process).

Host: Estonia, 2000-2001
Hungary,
Poland,
Slovakia,
Slovenia.

433
manufacturing
branches.
Archival
analysis.

Country, industry, firm-size and
foreign ownership

Home:
various. Host:
US.

-

55 US
subsidiaries.
Multi-case
study.

Foreign product diversity, Product
modification differences, Extent of
local ownership, Subsidiary’s sales
expressed as a percent of parent’s
overall sales, Size of the subsidiary,
Degree of product change in
subsidiary
Competitive climate change faced
by subsidiary, Intracompany
purchases, subsidiary age.

1999

441 foreign
subsidiaries.
Archival
analysis.

Control variables: industry, relative
size of the subsidiary, subsidiary
age.

-

119 managers
of subsidiaries.
Survey.

Independent variables: Corporate
innovativeness, Shared values,
Home and host country cultures.
Control variables: industry, home
(US or not), size.

Home: US
Host: Ireland,
Australia,
Switzerland,
Spain,
Netherlands,
France,
Sweden,
Denmark,
Finland,
Portugal,
Belgium,
Norway, Italy,
Germany,
Austria.
Williams and Developing and
Home:
van Triest
testing a model of various (15)
(2009)
multinational
Host: various
corporation
(18).
(MNC)
decentralization
in which the
allocation of
decision rights to
subsidiaries is
explained by
aspects of both
internal corporate
culture as well as
external national
cultures.

1990
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De Jong and Presenting a first Home:
Dut (2010)
attempt to explain Europe
how variations in Host: Europe
the home - and
host country
environments,
next to and on
top of parent
company - and
subsidiary
characteristics,
determine
variations in the
autonomy of
subsidiaries.

2005

263
subsidiaries
18 MNCs.
Archival
analysis.

Loppacher,
Cagliano
and Spina
(2010)

Home: Italy
Host:
Mercosur
area.

2003-2005

7 MNCs.
Multi-case
study.

Home: UK
Host:
Argentina,
Brazil, China,
Korea

-

8 MNEs.
Multi-case
study.

development of co-ordination tools,
the sector of operation and host
country regulations

Home: Japan

2007

92 listed firms.
Survey.

Number of directors, outside
director ratio, foreign shareholders,
institutional investors, average size
of subsidiaries

Miozzo and
Yamin
(2012)

Aoki and
Miyajima
(2012)

Shedding some
light on how key
variables affect
Global Supply
headquarterssubsidiary control
systems and their
complementary
behaviours
across culturally
similar business
units.
Pointing to
distinctive factors
impinging on
headquarterssubsidiary
relationships in
service
multinationals
Examining how
corporate
headquarters
control business
units, the
governing of
which has
emerged as a
vital issue as
business
portfolios have
grown
increasingly
complex due to
diversification,
globalization, and
corporate group
expansion via
spinoffs and
mergers and
acquisitions.

Proxy of subsidiaries autonomy
based on ten dummy variables:
R&D, Manufacturing, Marketing,
Sales, Market scope (foreign
markets), Network (subsidiary
engages in network activities within
the MNC), Outsourcing,
Cooperation (the subsidiary
cooperates with external
organizations), Export-import,
Subsidiary establishment (the
subsidiary has its own subsidiary).
Explanatory variables: strategic
approach of the MNC (LME or CME
countries); degree of institutional
embeddedness of the subsidiary in
the host country.
Control variables: MNC
characteristics, in particular the
degree of product diversification
and company size; subsidiaries
characteristics, subsidiary age,
economic performance, extent of
ownership and subsidiary size.
Global Supply headquarterssubsidiary control systems, cultural
proximity, global sourcing and
purchasing strategies, globalization
process evolution.
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Belizon,
Gunnigle
and Morley
(2013)

Examining the
factors affecting
HRM subsidiary
autonomy within
multinational
companies
(MNCs).

Chiao and
Ying (2013)

Considering the
lack of empirical
evidence on the
subsidiary
autonomy of firms
from Asian
developing
countries, which
are usually
smaller in size
and have limited
international
experience, this
study investigates
the antecedents
of subsidiary
autonomy from a
network
perspective.
Shedding new
light on the
variables that
indicate the level
of autonomy of
subsidiaries of
internationalizing
companies
assessing the
impact of three
variables on the
subsidiary’s
autonomy: the
size; the strategic
aim in the local
market.
Examining the
relationship of
MNE subsidiary
characteristics
(age and size) to
subsidiary
strategic and
operational
autonomy
Analysing the
parent–subsidiary
relationship of
Chinese
subsidiaries,
taking those
located in
Germany as an
example.

Pisoni,
Fratocchi
and Onetti
(2013)

Raziq,
Borini, Perry
and Battisti
(2013)

SchülerZhou and
Schüller
(2013)

Home: US,
Denmark,
Finland,
Sweden,
France,
Germany,
Austria,
Belgium,
Switzerland,
Italy, The
Netherlands,
Japan,
Australia,
Canada, UK.
Host: Spain.
Home:
Taiwan

2007-2009

242 foreign
MNEs.
Survey.

Typology of capitalism, global
mandates, HR body, HR data
reported, IT system for HR, HR
shared services, Age of the
subsidiary, Sector of operations,
Size of the subsidiary.

2002

1,473
manufacturer
firms.
Archival
analysis.

Independent variables: Internal
network range, Internal network
strength, External network range,
External network strength.
Control variables: MNC size, MNC
experience, Entry mode, Subsidiary
performance, Subsidiary age,
Differences of social customs and
business practices, Local market
competitiveness, Political and
economic instability, Industry Mental and machinery, Industry Chemicals and plastics, Industry Food, textile and others.

Home: Italy
Host:
Romania,
Bulgaria,
Poland,
Slovak
Republic,
Hungary,
Czech
Republic,
Slovenia.

72 subsidiaries.
Survey.

Subsidiary size, reasons for
entering foreign market - looking for
new markets, reasons for entering
foreign market - reduction of labour
costs, country development.

Home:
various.
Host: New
Zealand,
Brazil

332
subsidiaries.
Survey.

Subsidiary age, subsidiary size.
Control variables: parent MNE
industry, home Country
environment, subsidiary entry
mode, subsidiary industry,
investment origin, subsidiary age
and subsidiary relative size.

Home: China
Host:
Germany

45 subsidiaries.
Survey.

Subsidiary: size, year of
establishment, ownership, market
orientation, sector and business
activity, strategic resource
capability, reverse knowledge
transfer, local environment;
Parent: size, ownership structure
(State) and business activity.
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Gilbert and
Heinecke
(2014)

Homburg
and Prigge
(2014)

Singh,
Wood,
Alharbi and
Darwish
(2016)

Liu, Luo,
and Yue
(2018)

Examining the
factors that drive
the success of
multinational
corporations
(MNCs) in their
pursuit of regional
strategies
Shedding light on
subsidiaries'
desire for
autonomy, the
authors
investigate its
consequences
and determinants
by drawing on
reactance theory
to develop an
integrative
framework
focusing on
marketing
decision-making
in subsidiaries.
Exploring
variations in the
extent of control
mechanisms,
according to
country of origin
and
organizational
characteristics, in
a challenging
country of
domicile

Global

96 companies.
Archival
analysis.

Regional management autonomy
measured by: regional strategy
development, regional market
development, regional market
coordination, regional operation
administration.

Global: 29
countries

133 dyads.
Survey.

Cultural characteristics: power
distance; Individualism. Subsidiary
characteristics: size, competence,
dependence, importance and
geographical distance.

Home:
various. Host:
Saudi Arabia.

147
subsidiaries.
Survey.

Examining the
determinants of
allocation of
decision rights
between the
parent
company and its
subsidiaries, and
the economic
consequence of
suboptimal power
structure

Home: China

16,062 firms.
Archival
analysis.

Four categories of dependent
variables signifying level and variety
of controls:
‘Centralised’ Controls (CC), which
includes the level of autonomy in
the subsidiary to decide its own
strategies; ‘Formal’ Controls (FC),
‘Output’ Controls (OC), ‘informal
controls’ (IF).
Independent variables: subsidiary
employment; employees worldwide;
number of expatriates in subsidiary;
subsidiary age; Industry; Country of
the MNC; nationality of the
subsidiary (Saudi or third country);
ownership status of the subsidiary
(majority-owned or joint venture);
subsidiary function.
Parent's sales revenues, parent's
operating expenses, parent's
operating assets, consolidated
sales revenues, consolidated
operating expenses, consolidated
operating assets.
Control variables: size, age,
financial leverage, SOE, Industry
diversification.
External environmental uncertainty:
volatile sales pattern across time.
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Belenzon,
Hashai and
Patacconi
(2019)

Examining the
relationship
between strategic
decision-making
at the subsidiary
level and
organizational
structure.

Home: UK,
France,
Germany,
Spain, Italy,
Norway,
Sweden,
Finland,
Denmark,
Ireland,
Belgium,
Netherlands,
Switzerland,
Portugal and
Greece.
Host: Europe
and US

53,944 groups.
Archival
analysis.

Organizational distance;
moderating aspects: same industry,
family managers, same ethnicity,
board interlocks, overlap affiliate
name, and same geographical
region.
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APPENDIX 2 – AN OVERVIEW OF THE SELECTED STUDIES (part II)

Author (s)
Hedlund
(1981)

Contribution
Evaluating the results
according to different
ownership structures
(wholly
owned/minority joint
ventures) and
location (developed
country/less
developed country).

Methods
OLS; correlation.

Welge
(1981)

Exploring differences
with respect to
coordination intensity
between
headquarters and
subsidiaries and
interpret these
differences.

Correlation

Garnier
(1982)

Contributing to the
debate concerning
the division of
decision-making
authority between the
headquarters and the
various operational
units.

Correlation
matrix;
regression.

Yunker
(1983)

Investigating
corporate
characteristics which
might have an effect
on the various policy
dimensions.

Survey;
descriptive
statistics;
correlation.

Young,
Hood and
Hamill
(1985)

The paper deals both Survey;
with the question of
descriptive
"who makes?" or "at
statistics.
what level?" are
decisions made
within the MNE; and
also, with the
decision-making
process - the "how" of
decision-making.

Findings
Autonomous subsidiaries
and informally managed
HQs-subsidiary
relationships
explanations: some
importance for factors
such as the inter-unit
dependency in the
companies and the size
of the MNCs and its
subsidiaries; particularly
important is the degree of
integration in terms of
product-flows. The latter
is more powerful for
operational than for
strategic decisions.
Low coordination intensity
of headquarterssubsidiary relations
paired with internal
decentralization of
decisions is most likely to
be correlated with aboveaverage economic and
social effectiveness.
It was found that four
groups of factors—
namely, degree of
interchange of products,
ownership, workflow
integration, and size of
the multinational group—
are the best predictors of
the degree of autonomy.
Corporate policy in
various areas is
systematically related to
corporate characteristics
and environment.

The factors leading to
greater centralisation
were linked to subsidiary
size, integration and
multinationality - broadly
the significance of the
subsidiary and of
international operations
generally to the corporate
whole. Greenfield
facilities seemed to be
more closely controlled,
but again there is a link
with integration; the more
centralised American
companies and more
centralised chemical,
mechanical and electrical
engineering industries
revealed a number of
these same

Explanatory
elements:
names
Determinants

Theory
Not specified

Factors

Not specified

Variables
Factors

Not specified

Variables;
factors

Not specified

Factors

Not specified
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characteristics. With
multinational growth,
therefore, the implication
would be that
centralisation would
increase and this is
evident from the findings.
Gates and
Egelhoff
(1986)

It examines how the
degree of
centralization
inherent in the
headquarters-foreign
subsidiary
relationship varies in
response to a variety
of company-wide and
subsidiary level
conditions.
Contributing to
transnational
integration and
globalisation debate.

Correlation matrix The relationship between Measures;
centralization and various variables
measures of companylevel complexity is quite
consistent across both
measures and studies.
The relationship between
centralization and the six
subsidiary-level variables
produces a somewhat
different picture.
OLS
Technology is the primary Determinants
determinant of crossborder integration and the
importance of
manufacturing scale has
been overestimated.

Contingency
theory

Picard and
Boddewyn
(1998)

Investigating the
factors affecting
centralization in
internationalmarketing decisionmaking.

t-tests; factor
analysis.

Not specified

Taggart and
Hood (1999)

Speciﬁc attention was Survey;
devoted to the
OLS regression.
linkages between
level of autonomy
and a range of
operational and
strategic variables,
and to whether there
is a causative
relationship between
the variables and
level of autonomy.

Vachani
(1999)

This research
OLS regression
contributes to
model;
research on
regression.
multinational
management by
developing
a theoretical
framework that
distinguishes
between the effects
of the four
components
of total global
diversification on
organizational design.
It demonstrates the
value of
making this
distinction by
empirically

Kobrin
(1991)

The company-specific
factor most linked to the
decentralization of
international marketing
decisions is the relative
weight of subsidiaries'
own production in their
total sales.
Subsidiaries with higher
levels of autonomy were
significantly more export
intensive, and they were
involved in much higher
levels of R&D complexity
than their low-autonomy
counterparts. They also
tended to be older and
smaller, to use higher
levels of production
technology, and to be
more locally responsive
and less tightly integrated
into the parent’s
international network.
The predicted effect of
RPD in reducing
subsidiary autonomy was
observed to be significant
for multinationals with
product, international and
functional division
structures but not for
multinationals with area
and hybrid structures.
Related geographic
diversification was
significant in raising
autonomy in product and
area division structures.
UGD had the effect of
reducing subsidiary
autonomy as
hypothesized.

Factors

Transnational
theory

Determinantsva Not specified
riables.

Components;
measures;
variables.

Informationprocessing
theory
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establishing the effect
of the four
components
of TGD on an
important aspect of
multinational control,
subsidiary autonomy.
Männik,
Hannula and
Varblane
(2004)

The task of the
current paper is to
bring out the
distinctions of the
autonomy across
business functions by
country, industry
sector, firm size and
foreign ownership;
then to make the
generalisations of
different subsidiary
types.

Principal
component factor
analysis, ANOVA
and MANOVA.

Mirchandani
and Lederer
(2004)

The current study has Pearson
extended the
correlations.
research on decisionmaking autonomy to
information systems
planning autonomy.

Unequivocal for all the
Variables
Countries
Subsidiaries from the
more developed CEE
countries had the highest
scores for the autonomy,
especially in terms of
management and
financial autonomy.
Minority foreign owned
subsidiaries are more
autonomous than majority
owned, even taken into
account all other
variables.
Not unequivocal
More productive
manufacturing industries
have more autonomous
subsidiaries
More autonomous
subsidiaries exist among
large firms.
The study found support
Characteristics
for the hypothesis that the
percentage of
intracompany purchases
correlated negatively with
IS planning autonomy
(H8). Also at a statistically
significant level, it
contradicted the
hypotheses that foreign
product diversity (H1),
extent of local ownership
(H3), and age of the
subsidiary (H9) correlate
positively with IS planning
autonomy.

Not specified

Corporate
governance
theory
Agency
theory
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FentonO'Creevy,
Gooderham
and
Nordhaug
(2008)

Examining the effects
of the strategic role of
the subsidiary and
the institutional
environment in which
the subsidiary is
located, in relation to
the degree of
centralization of
control of HRM
policies imposed by
corporate
headquarters.

Williams and We propose and test
van Triest
a new model of MNC
(2009)
decentralization, one
based on
management control
theory applied in an
international context.
De Jong and Our results
Dut (2010)
emphasize that the
institutional
environment in
combination with
parent-company and
subsidiary
characteristics
simultaneously
determine the
autonomy of
subsidiaries.
Although individual
characteristics have
been addressed
elsewhere, ours is
one of the first that
explicitly focuses on
the institutional
environment and that
offers an integrative
perspective of
subsidiary autonomy.
Loppacher,
Enabling better
Cagliano
understanding of the
and Spina
impact of and
(2010)
interactions between
key driving factors in
global supply
headquarterssubsidiary control
systems in cases of
strong cultural
similarities.

Centralized
control index;
Negative binomial
regression.

Correlation
regression
models

Exploratory factor
analysis and
cluster studies;
logit and probit
models;
negative binomial
regression.

Case study

Findings indicate both
strategic and institutional
context to be important
determinants of
subsidiary autonomy. The
strongest determinant of
subsidiary autonomy in
regard to HRM is
strategic, in the sense of
whether the subsidiary is
serving a purely domestic
market or whether it is
serving international
markets. Subsidiaries
with a domestic market
orientation have a
significantly greater
measure of local HRM
autonomy than those with
international market
responsibilities. Findings
also indicate that the
institutional location of the
subsidiary and the degree
to which it confronts
labour unions are
significant determinants
of subsidiaries’ HRM
autonomy.
US MNCs tend to be
more centralized in our
sample.
Being in a services
industry is likely to
produce more
decentralization.
MNCs located in CMEs
will grant more autonomy
to their subsidiaries than
MNCs located in LMEs.
The degree of institutional
embeddedness of
subsidiaries in the hostcountry environment
negatively affects the
autonomy level of the
subsidiaries granted by
an MNC.

Determinants

Institutional
theory

Factors
Determinants

Management
control theory

Variables
Determinants

Institutional
theory

Although cultural
similarities strongly
influence MNCs’ GS
headquarters-subsidiary
control systems, other
factors, such as
purchasing and
globalization sourcing
strategy centralization
and globalization process
evolution, lead

Variables

Not specified
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companies to implement
complementary formal
control systems that are
consistent with the
sharply personalized
profile set by cultural
proximity
Miozzo and
Yamin
(2012)

Our contribution is a
conceptual
framework that
identifies the
particular
determinants of
headquarterssubsidiary
relationships in
service multinationals

Case study

Aoki and
Miyajima
(2012)

To examine the
characteristics of the
new decentralized
organizational
arrangements, the
methods that
company
headquarters uses to
control business
units, both in-house
divisions and wholly
owned subsidiaries,
and the potential
costs associated with
new decentralized
organizations.
The identification of
those factors
influencing the extent
of local autonomy
over HR practices in
foreign-owned MNCs
in Spain.

OLS

Considering a
subsidiary’s internal
and external
networks
simultaneously, this
study intends to
explore how internal
and external range
and strength,
including a
subsidiary’s
technology, raw

Regression

Belizon,
Gunnigle
and Morley
(2013)

Chiao and
Ying (2013)

Structural
equation model

A first determinant of
Determinants
headquarters-subsidiary
relationships is that
globalisation is triggering
greater subsidiary
integration in service
multinationals through the
application of corporate
practices and global
sourcing, reinforcing
central co-ordination.
Headquarters-subsidiary
relationships, however,
are strongly contingent on
two additional set of
determinants, namely, the
characteristics of the
service industry and host
country regulations in
which the multinational
operates.
Governance of
Variables
decentralized business
units was clearly different
for internal organizations
and subsidiaries. The
granting of corporate
status to an internal
business unit via spinoff
had real consequences
that could
undermine strategic
objectives.

Not specified

Lower levels of HR
subsidiary autonomy
have been found in
MNCs coming from
countries with more
flexible labour market
regimes.
Higher levels of HR
subsidiary autonomy
have been found in the
MNCs originating in
countries more similar to
Spain regulation wise
External network range
and strength have
positive effects on
subsidiary autonomy.
Conversely, the range
and the strength of
internal network affect
subsidiary autonomy
negatively.

Factors
Determinants

Institutional
theory

Antecedents

Business
network
theory

Agency
theory
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material and
component suppliers,
and distribution
networks, affect the
autonomy of a
subsidiary.
Pisoni,
Fratocchi
and Onetti
(2013)

This paper aims to
Spearman’s rank
contribute to research correlation
on the headquartercoefficients
subsidiary
relationship by
analysing variables
influencing
subsidiaries’
autonomy.

Raziq,
Borini, Perry
and Battisti
(2013)

The study contributes Regression
to the theory of
subsidiary
characteristics and
their association with
subsidiary strategic or
operational autonomy
and to the empirical
evidence of MNE
subsidiaries in Brazil
and New Zealand
where there is
comparatively little
prior evidence
examining the
significance of
subsidiary autonomy.
This study uses two
Multiple
different theoretical
regression
perspectives to
explain the parent–
subsidiary
relationship within
Chinese MNCs –
namely, institutional
theory and resourcedependence theory.

SchülerZhou and
Schüller
(2013)

Gilbert and
Heinecke
(2014)

Exploring the
interactions between
regional success
factors and MNC
performance based
on a longitudinal
study that includes
both primary and
secondary data on a
large sample of
Fortune Global 500

Structural
equation
modelling

Which regarded the
Variables
relationship between
subsidiary autonomy and
its size in terms of
number of employees, we
unexpectedly found a
negative correlation that
differed significantly from
0.
Subsidiaries looking for
penetrating the local
market are generally
more autonomous than
the ones pursuing costcutting strategies.
Autonomy reflects local
country characteristics,
but not the economic
development.
It is found that subsidiary Characteristics
age and size do not affect
subsidiary strategic
autonomy, but subsidiary
size may affect subsidiary
operational autonomy. It
is concluded that
subsidiary size affects
subsidiary operational
autonomy if the
subsidiary has as local
market focus.

Not specified

State ownership is found Factors
to be negatively related to Variables
decision-making
autonomy.
Positive relationship
between reliance on a
subsidiary and level of
autonomy.
This study also points out
the important role of
subsidiary age, subsidiary
ownership and a
subsidiary’s market
orientation in determining
the level of
subsidiary autonomy.
Low degrees of regional
Factors
management autonomy
and high levels of
regional product/service
adaptation are
appropriate for MNCs to
be regionally successful.

Institutional
theory
Resourcedependence
theory

Resource
dependence
theory

Contingency
theory
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firms.
Homburg
and Prigge
(2014)

Singh,
Wood,
Alharbi and
Darwish
(2016)

Despite the
acknowledged
relevance of a
subsidiary's desire for
autonomy, its nature
is unclear. This
ambiguity is
particularly important
because, though
studies have
investigated the role
of subsidiaries' de
facto autonomy, hey
have often neglected
to examine the
subsidiary's desire for
autonomy. Our study
contributes to
international
marketing research.
The relationship
between HQ and
subsidiaries, and the
degree of autonomy
accorded to the latter
is a very mature area
of research.
However, this is one
of few studies of this
nature conducted for
the region of Middle
East – and the only
one we are aware of
for Saudi Arabia –
and sheds new light
on the impact of
contextual
circumstances on
how closely firms
monitor their
subsidiaries.

Multifactorial
confirmatory
factor analysis
model

Regression

The results show that the Determinants
head-quarters' control
mechanisms for
marketing decisionmaking (in terms of
centralization) and the
relevance of the
marketing decisionmaking to the subsidiary
(in terms of importance)
strongly amplify the
subsidiary's desire for
autonomy. By contrast,
the headquarters'
competence in marketing
decision-making
significantly reduces a
subsidiary's resistance to
control and thus weakens
its desire for autonomy.
MNEs from highly
Variables
financialized Liberal
Market Economies
(LMEs) will be associated
with a greater reliance on
formalized control
mechanisms.
MNE subsidiaries
employing large numbers
of domestic managerial
staff are more likely to be
centralized.
The presence of third
country managers has a
negative influence on all
types of controls; in other
words, their presence
leads to a reduction in the
quantum of control
exercised by the HQ over
its subsidiary.
The larger the size of the
parent and subsidiary, the
greater the degree of
control exercised by the
parent.
The larger the size of the
parent the greater the
control exerted on its
subsidiaries by all four
categories of controls.

Reactance
theory

Agency
theory
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Liu, Luo, and By providing
Decentralization
Yue (2018)
empirical evidence
index and
based on a large
regression model
sample of group
companies, we shed
light on how decision
rights should be
allocated within the
group company.
Making use of
China’s double
disclosure, we
develop a novel proxy
for the allocation of
decision rights
between a parent
company and its
subsidiary. Our study
extends this line of
research and
documents the
relation between
internal information
and power structure.
Belenzon,
Hashai and
Patacconi
(2019)

Providing a
framework for
understanding how
managerial attention
is distributed in
corporate groups:
specifically, we
propose that
“organizational
distance”—the
number
of intermediate
subsidiaries
separating a focal
subsidiary from
headquarters—is a
useful construct to
gauge the level of
strategic autonomy
that the focal
subsidiary will enjoy.

Regression;
correlation.

Groups operating in more Determinants
uncertain business
environments tend to be
decentralized, i.e., they
are more likely to assign
decision rights to the
subsidiaries due to the
demand for specific
knowledge for decisionmaking. Groups with
high-quality internal
information prefer a
centralized structure
because the effective
communication within the
group can facilitate
decision-making by the
parent company. The
evidence strongly
supports the prediction
that the power structure
within a group is
significantly affected by
both external and internal
environments
Organizational distance is Factors
positively related to the
perceived level of
autonomy that subsidiary
managers enjoy.
Subsidiaries are more
likely to exhibit
managerial practices that
support autonomy and
decentralized decisionmaking as organizational
distance
increases.
Differences in
responsiveness to
changing industry
conditions between
subsidiaries and matched
standalone firms decline
with organizational
distance.
Organizational distance
and independent survey
measures of subsidiary
autonomy are strongly
positively correlated.

Agency
theory

Attentionbased view of
the firm
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APPENDIX 3 – GROUPING THE VARIABLES
Age

Geographical aspects

Age of company abroad

Geographical distance

Age of local affiliate

MNC geographical heterogeneity

Age of subsidiary

Number of countries in which group has affiliates

Age of the subsidiary

Number of countries in which the company operates

Subsidiary age

Number of expatriates in subsidiary

Age

Organizational distance

Year of establishment

Size

Percentage of group's total revenues earned abroad
Percentage of product sold in EU which are produced
in EU
Regional market coordination

Average size of subsidiaries

Regional market development

Company size

Regional operation administration

Consolidated operating asset

Regional strategy development

Consolidated operating expenses

Related geographic diversification

Consolidated sales revenues

Same geographical region

Employees worldwide

Unrelated geographic diversification

Employment level
Firm-size

External environment

Foreign sales ratio

Capital markets

Foreign subsidiary ratio

Competition from EU firms

MNC size

Competitive climate change

Number of subsidiaries

Competitive climate change faced by subsidiary

Parent size

Parent's operating expenses

Consumeristic movements
Cooperation (the subsidiary cooperates with external
organizations) (dummy)
Country development

Parent's sales revenues

Cultural - individualism

Percentage of investments (relative size)

Cultural - power distance

Relative size

Sales

Cultural proximity
Degree of institutional embeddedness of the subsidiary
in the host country.
Differences in consumer incomes

Sales (dummy)

Differences in tastes/habits

Size

Differences in technical standards

Size (employment)

Differences of social customs and business practices

Size (sales)

Different currencies

Size of foreign affiliate

Economic recession

Size of foreign operations

External network range

Size of MNC

External network strength

Size of multinational group

Home and host country cultures

Size of subsidiary

Home Country environment

Size of subsidiary (turnover)

Host country regulations

Size of the MNC

Labour markets

Size of the subsidiary

Lack of uniform transportation facilities and regulations

Parent's operating assets

Relative size of the subsidiary
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Subsidiary employment

Language barriers

Subsidiary relative size

Local environment

Subsidiary size
Subsidiary’s sales expressed as a percent of parent’s
overall sales
World sales of the corporation

Local market competitiveness
Market conditions
National government regulations
Nationalistic feelings

Industry

Nature of production operations at the subsidiary

Perceived environmental variability
Perception of differences in executives' attitudes and
values
Perception of local government's attitude

Parent business activity

Perception of local laws on foreign investment

Parent MNE industry

Perception of value of local system of education

Sector and business activity

Political and economic instability

Sector of operations

Political conditions

Subsidiary industry

Same ethnicity

The sector of operation

Shared values

Industry

Shortage of communication media
Entry mode

Supply conditions

Entry mode

Typology of capitalism

Method of acquisition

Uncertainty of subsidiary's environment

Mode of establishment
Reasons for entering foreign market - looking for new
markets
Reasons for entering foreign market - reduction of
labour costs
Subsidiary entry mode

Others for subsidiary
Competence
Complexity of R&D activity at the subsidiary
Economic performance

Nationality of the parent and ownership

Importance

Country

Market orientation

Country of the MNC

Nationality of the subsidiary (Saudi or third country)

Home (US or not)

Overlap affiliate name

Multinationality of parent company
Nationality

Performance of affiliate (deficits)
Subsidiary establishment (the subsidiary has its own
subsidiary) (dummy)
Subsidiary function

Extent of local ownership

Subsidiary intensity of competition

Extent of outside ownership

Subsidiary market share

Extent of ownership

Subsidiary performance

Foreign ownership
Foreign shareholders

Others for MNC

Institutional investors

Advertising intensity

Ownership

Comparative rate of return

Ownership percentage
Ownership status of the subsidiary (majority-owned or
joint venture)
Ownership structure

Corporate innovativeness

Percentage of ownership

Export-import (dummy)

Cross-shipments of goods
Export propensity

Extent of foreign acquisitions
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Control and coordination tools

Global sourcing and purchasing strategies

Board interlocks

Globalization process evolution

Family managers

Internationalization

Number of directors
Number of parent company's representatives on
affiliate's board
Outside director ratio

Investment origin
Manufacturing (dummy)
Manufacturing scale
Market scope (dummy)

Development of co-ordination tools
General policy on participation to foreign affiliates'
equity
Global mandates

Marketing (dummy)

Global Supply headquarters-subsidiary control systems

MNC international experience

Organizational structure of parent company
Percentage of responding affiliate's equity held by
parent

MNC market concentration

MNC complexity of technology
MNC experience

Outcome (versus process)
Outsourcing (dummy)

Internal embeddedness
Degree of integration of activities of members within
group R&D budget (as of sales)

R&D (dummy)
Short-run profit orientation

Dependence

Strategic approach of the MNC (LME or CME
countries)
Strategic resource capability

Internal network range

Technological intensity

Degree of inter-subsidiary production integration

Internal network strength
Intracompany imports (purchases) by subsidiary

Specific for HR

Intracompany purchases

HR body

Intrafirm flows - affiliate to affiliate

HR data reported

Intrafirm flows - affiliate to parent

HR shared services

Intrafirm flows - parent to affiliate

IT system for HR

MNC inter-unit dependency
Network (subsidiary engages in network activities within
the MNC) (dummy)
Percentage of affiliate's purchases coming from parent
Percentage of affiliate's sales going to parent
Proportion of material inputs coming from other group
plants
Proportion of material inputs sourced in the local
economy
Proportion of outputs sent to sister subsidiaries for
further processing and/or ﬁnal assembly
Reverse knowledge transfer
Technology transfers from HQs to sub
Technology transfers from sub to HQs

Diversification
Area division
Degree of product change in subsidiary
Foreign product diversity
Hybrid division
International division
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Market scope (foreign markets)
Market to be served
MNC degree of diversification
MNC product diversification
Number of products or product lines
Percentage of local affiliate's products identical to
parent's
Product change
Product division
Product modification differences
Related product diversification
Unrelated product diversification
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